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To the Directors of
Atikokan Economic Development Corporation

We have audited the accompanying financial statements of Atikokan Economic
Development Corporation, which comprise the statement of financial position as at
December 31, 2013 and the statements of changes in fund balances, operations and cash
flows for the year then ended, and a summary of significant accounting policies and other
explanatory information.

Management’s tesponsibility for the financial statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with Canadian accounting standards for not-for-profit
organizations, and for such internal control as management determines is necessary to
enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditor’s 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 procedutes to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
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 purpose 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.



Q GrantThornton

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial
position of Atikokan Economic Development Corporation as at December 31, 2013, 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.

g‘,..‘.t"/m 227

Thunder Bay, Canada
April 1, 2014 Chattered Accountants

Licensed Public Accountants
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ATIKOKAN ECONOMIC DEVELOPMENT CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2013

GENERAL

Atikokan Economic Development Corporation is incorporated under the laws of Ontario as a non-profit
corporation without share capital and is exempt from tax under the Income Tax Act.

The Corporation has an Operating Fund to cover the costs of providing business counselling and advisory
services to the communities of Atikokan, Sapawe, Upsala, Lac La Croix First Nation, Seine River First
Nation and Lac des Milles Lac First Nation and their surrounding areas. The Operating Fund also assists
these communities in developing a community work plan for the development and support of additional
permanent private sector employment through research and projects.

The Corporation has an Investment Fund for the same communities to create new small businesses and to
expand, stabilize and protect existing businesses resulting in the generation and maintenance of permanent
employment.

1. SIGNIFICANT ACCOUNTING POLICIES

These financial statements have been prepared in accordance with Canadian accounting standards for
not-for-profit organizations. The standards require entities to select policies appropriate for their
circumstances from choices provided in the specific standards. Following are details of the choices
selected by the Corporation and applied in these financial statements.

() Fund accounting

Revenue and expenses related to program delivery and administration activities are reported in
the Operating Fund. Capital assets are purchased and amortized in the Operating Fund.

The Partnership Fund reports the assets, liabilities, revenue and expenses related to the
Corporation's other programs that are not part of any other fund.

The FedNor Projects Fund reports the assets, liabilities, revenue and expenses related to the
Corporation's Industry Canada/FedNor program delivery and administration activities.

The Ministry of Training, Colleges and Universities Projects Fund reports the assets,
liabilities, revenue and expenses related to the Corporation's Ministry of Training, Colleges
and Universities program delivery and administration activities. Capital assets are purchased
and amortized in the Ministry of Training, Colleges and Universities Projects Fund.

Revenue and expenses related to investment activities are reported in the Investment Capital
Fund. Investment income earned on resources of the Investment Capital Fund is reported in
the Investment Capital Fund.

(b) Basis of accounting

These financial statements were prepared using the accrual basis of accounting. The accrual
basis recognizes revenue as they become available and measurable; expenditures are
recognized as they are incurred and measurable as a result of receipts of goods or services and
the creation of a legal obligation to pay.

9
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ATIKOKAN ECONOMIC DEVELOPMENT CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2013

SIGNIFICANT ACCOUNTING POLICIES (continued)

©

(d)

Revenue recognition

The deferral method of accounting for contributions is used whereby restricted contributions
are recognized as revenue of the appropriate fund in the year in which the related expenses are
incurred. Unrestricted contributions are recognized as revenue of the appropriate fund when
received or receivable if the amount can be reasonably estimated and collection is reasonably
assured.

Dividends are recorded as investment income as they are received. In the event that an equity
investment is converted into a loan during the year any capitalized dividends will be recorded
as investment income to the extent that the loan is collectible as determined by management.

Interest income is recorded as earned unless the terms of the loan provide that interest
payments shall not commence until 12 months after the date the funds are disbursed. Interest
income will be recorded on these deferred interest loans when received. Interest income is
recorded on a cash basis on those loans that are in default.

Administration charges result when contribution agreements permit an “overhead” charge
equal to a percentage of identifiable eligible expenditures to be included in the project
expenses for the purposes of calculating revenue earned.

Contributions relating to capital assets are credited to deferred capital contributions and
recognized as revenue on the same basis as amortization on the related asset is charged against
operations.

Investments

A loan is considered doubtful when in management's view the loan has suffered an
impairment in value that is not considered temporary in which case the loan is written-down
to net realizable value. Once a loan client has defaulted on one or more of the loan agreement
terms, management measures the value of the loan based on the expected future cash flows
discounted at the loan’s effective interest rate and on the estimated fair value of the security
underlying the loan.

All equity investments are with incorporated private businesses and are subject to formal
agreements. If in management’s opinion equity investments have suffered an impairment in
value, they are written-down to net realizable value.

The Corporation accounts for its investments using the cost method. The carrying amount of
an investment is written-down to its net recoverable amount if a decline in value is judged to
be other than temporary.

The Corporation has also estimated a General Provision for Uncollectible Investments based
on past experience for all investments which no specific provision has been established.

10



ATIKOKAN ECONOMIC DEVELOPMENT CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2013

SIGNIFICANT ACCOUNTING POLICIES (continued)

(e)

®

(@

Inventory

Inventory consists of prints of the White Otter Castle. They are valued at $1 each and
proceeds are recorded as investment recoveries in the Investment Capital Fund as they are
sold.

Capital assets
Capital assets are amortized over the assets estimated useful life as follows:

Computer equipment and software 2 years straight-line method
Furniture and fixtures 20% declining balance method
Leasehold improvements 10 years straight-line method

Amortization expense is reported in the Operating Fund and Ministry of Training, Colleges
and Universities Projects Fund.

Financial instruments

The Corporation considers any contract creating a financial asset, liability or equity instrument
as a financial instrument, except in certain limited circumstances. The Corporation accounts
for the following as financial instruments:

Cash

Accounts receivable

Contributions receivable FedNor and Ministry of Training, Colleges and Universities
Restricted cash

Restricted equity investments

Accounts payable

Due to Ministry of Training, Colleges and Universities

A financial asset or liability is recognized when the Corporation becomes party to contractual
provisions of the instrument.

Measurement

Financial assets or liabilities obtained in arm’s-length transactions are initially measured at
their fair value. In the case of a financial asset or liability not being subsequently measured at
fair value, the initial fair value will be adjusted for financing fees and transaction costs that are
directly attributable to its origination, acquisition, issuance or assumption.

11



1.

ATIKOKAN ECONOMIC DEVELOPMENT CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2013

SIGNIFICANT ACCOUNTING POLICIES (continued)

Initial measurement of related party

Financial assets or liabilities obtained in related party transactions are measured in accordance
with the accounting policy for related party transactions except for those transactions that are
with a person or entity whose sole relationship with the Corporation is in the capacity of
management in which case they are accounted for in accordance with financial instruments.

Financial assets and financial liabilities are subsequently measured according to the following
methods:

Financial assets measured at amortized cost include cash, accounts receivables, due from
Government of Canada FedNor, and restricted cash.

Financial assets measured at fair value include loans and mortgages receivables and equity
investments.

Financial liabilities measured at amortized cost include accounts payable.

Derecognition

The Corporation removes financial liabilities, or a portion of, when the obligation is
discharged, cancelled or expires.

Impairment

Financial assets measured at cost are tested for impairment when there are indicators of
impairment. Previously recognized impairment losses are reversed to the extent of the
improvement provided the asset is not carried at an amount, at the date of the reversal, greater
than the amount that would have been the carrying amount had no impairment loss been
recognized previously. The amounts of any write-downs or reversals are recognized in the
Statement of Operations.

Management estimates

Management reviews the carrying amounts of items in the financial statements at each
financial position date to assess the need for revisions. Many items in the preparation of these
financial statements require management's best estimate based on assumptions that reflect the
most probable set of economic conditions and planned courses of action.

These estimates are reviewed periodically and adjustments are made to the Statement of
Operations as appropriate in the year they become known.

Significant items subject to management estimates include:

Financial statement element Management estimate

Accounts receivable Allowance for doubtful accounts
Capital assets Asset useful lives

Investments Allowance for doubtful loans

12



ATIKOKAN ECONOMIC DEVELOPMENT CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2013

SIGNIFICANT ACCOUNTING POLICIES (continued)

(h) In-kind contributions

In-kind contributions have been recognized based on the fair value of services provided.

CAPITAL ASSETS

2013 2012
Accumulated Net Book Net Book
Cost Amortization Value Value

Computer equipment

and software $ 56,699 $ 52,782 $ 3917 § 5,506
Furniture and fixtures $ 71,621 § 62,488 $ 9,133 §$ 11,416
Leasehold improvements 41,148 18.174 22,974 27,089

$__169.468 $_ 133444 S$__ 36,024 $___44.011

LOANS AND MORTGAGES RECEIVABLE

The loans and mortgages receivable consist of 46 AEDC loans, 2 guarantees and 11 Northwestern
Ontario Investment Pool (NWOIP) loans. Of the 11 NWOIP loans, AEDC is the host of 2 loans which
are included with the AEDC loans The loans and mortgages receivable bear various interest rates from
3% to 12% per annum and are fixed for one to five years with amortization periods from one to twenty
years. Loans and mortgages receivable include loans made directly by the Corporation to clients and
loans where the Corporation has placed corporate funds with a bank in the form of a Guaranteed
Investment Certificate or term deposit as security for a client’s line of credit. Loan guarantee
investments pay an annual fee of Toronto Dominion Bank Prime plus 3%.

The loans and mortgages receivable balance is comprised of:

NwWOIP
Loans * Non-host Other **
Fund Loans Funds Total
Principal balance, beginning of year $ 2,689,518 § 397,140 $ 150,000 $ 3,236,658
Advanced during the year 334,750 64,600 25,000 424,350
Capitalized loan costs
during the year 18,871 - - 18,871
Repaid during the year (406,312) (27,032) - (433,344)
Written-off during the year (266.,437) - - (266,437)
Principal balance, end of year 2,370,390 434,708 175,000 2,980,098
Allowance for doubtful loans (836,836) (45,000) - (881.836)

Net balance, end of year $__ 1533554 § 389,708 $ 175,000 S$__2.,098.262




ATIKOKAN ECONOMIC DEVELOPMENT CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2013

LOANS AND MORTGAGES RECEIVABLE (continued)

The activity in the Allowance for Doubtful Loans account is as follows:

NWOIP
Loans * Non-host Other **
Fund Loans Funds Total
Balance, beginning of year $ 849,904 $ 45,000 $ - $ 894,904
Written-off during the year (266,437) - - (266,437)
Current year's provision for impairment 253.369 - - 253,369
Balance, end of year $ 836,836 $ 45,000 $ - $ 881.836

* Loans include the host CFDC's portion of NWOIP loans
** Other funds include loan guarantees

The Corporation determines the Provision for Uncollectible Loans by providing for specific investment
losses after reviewing outstanding investments on a loan-by-loan basis plus the use of an estimated
general provision based on past experience for all loans for which no specific provision has been
established.

Investments in default are generally defined as any loan which has missed regular payments during the
year and/or has defaulted on one or more of the loan agreement terms.

As collateral for the investments, the Corporation generally requires either promissory notes, general
security agreements, registered security charges over specific assets, conditional sales contracts, personal
guarantees, postponements of claims or some combination thereof depending on the investment
circumstances. Investments generally are not fully secured.

The loan principal repayments due to be received over the next year is $346,976.

14



ATIKOKAN ECONOMIC DEVELOPMENT CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2013

EQUITY INVESTMENTS

Equity investments are made to eligible investees. The investments in common shares consists of two
Northwestern Ontario Investment Pool (NWOIP) investments.

The loans and mortgages receivable balance is comprised of:

NWOIP
Non-host
Equity * Equity Total

Balance, beginning of year $ - $ 161,667 $ 161,667
Purchased during the year - - -
Redeemed during the year - - -
Balance, end of year - 161,667 161,667
Allowance for doubtful investment ** - (91.667) (91.667)
Net balance, end of year $ - $ 70,000 $ 70,000

* equity includes the host CFDC's portion of pooled investments in shares.

*#* current year's provision for impairment increased by $60,417 from the beginning balance of $31,250.

DUE TO MINISTRY OF TRAINING, COLLEGES AND UNIVERSITIES

The Corporation entered into an agreement beginning April 1, 2013 and ending on March 31, 2014 to
deliver employment services for Atikokan and the surrounding area to a maximum cost of $400,309.
Current year advances exceed the necessary funding to provide the program services and these funds will
be repayable as of March 31, 2014 which is the program year-end. Therefore, the excess funding
estimated in the amount of $56,579 (2013 - $115,494) is repayable to the Ministry of Training, Colleges
and Universities.

15



ATIKOKAN ECONOMIC DEVELOPMENT CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2013

INVESTED IN CAPITAL ASSETS

(a) Investment in capital assets is calculated as follows:

2013 2012
Invested in capital assets, beginning of year $ 44,011 $ 50,870
Net change in capital assets for the year (7,987) (6.859)
Invested in capital assets, end of year $__36,024 $_ 44011

(b) Changes in net assets invested in capital assets is comprised of the following:

2013 012
Depreciation of capital assets $ (12,385) §$§ (12,518)
Purchase of capital assets net of insurance proceeds 4,398 5,659
Net change in capital assets $___(7.987) $__(6.859)

ECONOMIC DEPENDENCE

The Corporation is dependent on annual contributions from Industry Canada/FedNor in order to
finance its general fund operations. Should these contributions cease, the Corporation would be
unable to continue its current operations.

INDUSTRY CANADA COMMUNITY FUTURES PROGRAM - CONTRIBUTION
AGREEMENTS

The Government of Canada renewed its funding agreement on January 22, 2014 for a one-year period
ending December 31, 2014. The agreement provides a maximum of $300,000 to the Operating Fund
to cover the costs of providing business counselling and advisory services to the community and to
maintain an Investment Capital Fund. This agreement contains specific restrictions on interest rates
on Investment Capital Funds, how the funds are to be invested and how surplus funds can be used.
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10.

11.

12.

ATIKOKAN ECONOMIC DEVELOPMENT CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2013

COMMITMENTS

In June 2009, the Corporation entered into a 10-year office lease expiring on May 31, 2019 with an
optional one-year renewal. The current lease payment is for $3,766 plus HST monthly and increases
annually based on Consumer Price Index.

LINE OF CREDIT

The Corporation has negotiated a line of credit up to a maximum of $40,000 with TD Canada Trust,
none of which was drawn at year-end. The operating line of credit is secured by a general security
agreement and bears interest at prime plus 2.0% (5.0% at December 31, 2013).

FINANCIAL INSTRUMENTS
[a] Fair value

Financial instruments of the Corporation consist of cash, accounts receivable, Harmonized sales
tax receivable, contributions receivable, restricted cash, accrued interest receivable, loans and
mortgages receivable and equity investments.

The carrying value of cash, accounts receivable, Harmonized sales tax receivable, contributions
receivable, restricted cash, accrued interest receivable, loans and mortgages receivable, and
equity investments approximate their fair values due to the relatively short periods to maturity of
the instruments.

[b] Credit risk

The credit risk is the risk that a third party will fail to discharge its obligation to the Corporation
reducing the expected cash inflow from the Corporation assets recorded on the statement of
financial position date. Credit risk can be concentrated in debtors that are similarly affected by
economic or other conditions. The Corporation provides for an allowance for doubtful accounts
to absorb credit losses.

[c] Interest rate risk
The Corporation is exposed to interest rate risk for certain financial assets and liabilities. The

Corporation has short-term assets which would expose the Corporation to fluctuations in interest
rates.

COMPARATIVE FIGURES

Certain prior year figures have been restated in order to comply with current year financial statement
presentation.

17



13.

ATIKOKAN ECONOMIC DEVELOPMENT CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2013

CONTINGENCIES

The Corporation has been named in a lawsuit relating to the alleged improper seizure and sale of
assets to which likelihood of any loss is not determinable and the amount, if any, is not reasonably
estimable. This lawsuit is being defended by a law firm hired by the Corporation's insurer.

18
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SCHEDULE B
ATIKOKAN ECONOMIC DEVELOPMENT CORPORATION
SCHEDULE OF FEDNOR PROJECTS REVENUE AND EXPENDITURES
YEAR ENDED DECEMBER 31, 2013

Total Total
2013 2012
Revenue
Industry Canada/FedNor $ - $ 74.992
Expenditures '
Community Development
Local Initiative Projects (Schedule E) - 74,992

Excess of Revenue over Expenditures S - S -

21



8ST8S

€6c
19€°S

668°6

S00°€
1l
865°ST

65¢0¢t1

8ET8T

ITICI1

yocesT
S19

609°CST $

C10¢
reoL

D A'TNAIHDS

SLE'SS

veey

[44

120°1S

0S6'C 0sS 007" :

€9¥°S pes 676y

7589 - 7589

ILYT 9L9 008°T

TLLTT - TLLTT

798°sT b6S°T 89T°€T

60L°9¢1 99191 ers 07l

(448]! - (44511

LSS‘STT 991°91 1TV 201

09°LLT 186°0C 129°9¢C

ws = 9w

9S0°LLT $ 186°0C $ SLO‘9ST $
10T Uy anud)
[®101. yudmAoduyy judmAorduy

JIdPS ugyoyny

€107 ‘T€ YAGINADAA CHAANT YVIA

STINLIANAIXH ANV HONTAHTY SLOArodd

SanIm(]

1ouIRIUI pue duoydaa],

Surues[o pue 9oueUUIRW ‘SiTRdY

soueInsu|

reyuar juswdmby

syuawaAoIdw pue saxe) ‘JUdY
juomdinby pue LHuedndrdQ

syjoudg
saLIR[ReS
$)JOUdq pue SILIB[BS
saanyrpuadxy

ANUIARI IYIO
SONISIAATU() pue sag9[[0)) ‘Sururer] Jo AnSIUIN
INUWIAIY

SHLLISYAAINA ANV STOATTOD ‘ONINIVYEL 40 AYLSININ 40 HTNATHIS

NOILVIOJI0D INTFNJOTIAAA DTNONODH NVIOMILY



#381) $

801 £S¢

9tL’t

gsetd

gscc

66€V
8CL

6L6°9
790y
678

008LE

630
T1€°1€
00¥°C

10t
rejoL

D A'ITNAAHOS

(€80) $

S8E'8LT

SLE'T
SLI'IY

SL99

L6EY
9SL
888°S
6S9°LT
€08°S

SvL'ty

9180
T€6°T

T0C
[e10L

(ponunuod) STANLIANIAIXT ANV ANNTATI SLOAL0Ud

€C

1860C

19¢

8¢

1914

—Ipemg

yuomAoduy
JIBS

€107 ‘1€ YAGINADAA AAANT IVAX

€8L $

Yoy LST

SLET
LIL'OY

SL99

L6E'Y
96L
0€8‘S
6S9°LT
00v‘S

SYL'Ty

918°0¥
T€6°1

EXi11E]g)
jusmAojduy
usyony

SoIMIPUIdXT] JIA0 INUIAIY JO SSIIX

puny digsisujied 03 pajedo[y

saamipuadxa [ejo],

uonezIomy

[oA®RI],
S99J [BUOISSIJOIJ
so3reyo yueg
sarddns 20130
Sururern sokojdwuy
SuisnIoApy
uone.S[UImpy

1me,J 1001e)) - sasuadxa 199[01g

s1oKordwo - Sururer],

SIUaIYO - Bururel],
yuowdopaad@ Arunwwo))

SHLLISYAAINN ANV STOATTIOD ‘ONINIVIL A0 AALSININ 40 A'TNAIHDS

NOILVIOJHOD INFINJOTIATA DINONODH NVIOMILY



SCHEDULE D
ATIKOKAN ECONOMIC DEVELOPMENT CORPORATION
SCHEDULE OF PROJECT EXPENDITURES
YEAR ENDED DECEMBER 31, 2013

013 2012
Operating Fund
Community Development Projects $ 4,674 $ 10,796
Partnership Fund
Telemerge Canada 2,598 2,598
Atikokan Employment Centre .
Career Fair - 4.089

S 7272 $____17.483
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SCHEDULE E

ATIKOKAN ECONOMIC DEVELOPMENT CORPORATION
OPERATING FUND
SCHEDULE OF LOCAL INITIATIVES PROGRAM EXPENDITURES
YEAR ENDED DECEMBER 31, 2013

2013 2012
2012 FedNor - #851-509919

Atikokan Bass Classic Committee - reefer unit $ - $ 5,000
Atikokan Beaten Path Nordic Trail Committee - consultant - 4,700
Atikokan Beaten Path Nordic Trail Committee - install bridge on trail - 10,000
Atikokan Chamber of Commerce - advertising - 1,600
Atikokan Chamber of Commerce - display case - 1,200
Atikokan Chamber of Commerce - media stock photo project - 4,996
Atikokan Chamber of Commerce - the Atikokan song - 4,990
Atikokan Chamber of Commerce - trade show - 718
Investment Readiness Committee - consultant for housing study - 1,000
Investment Readiness Committee - consultant for phase 2 GIS project - 1,875
Investment Readiness Committee - consultant for prospectus sites - 3,125
Northwest Training & Adjustment Board - regional mining report - 5,000
Pictograph Gallery - signage - 2,688
Sportsman Conservation Club - extend walkway - 5,000
Sportsman Conservation Club - highway signs - 5,000
Town of Atikokan - community tent - 10,000
Town of Atikokan - signage - 3,100
Upsala Regional Development Association - event shelters - 5,000

$ - $___74992
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