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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, 2012 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 responsibility 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 petform 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 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
citcumstances, 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.



o 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, 2012, 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.

gmg—%«m L7

Thunder Bay, Canada
April 16, 2013 Chartered Accountants
Licensed Public Accountants
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ATIKOKAN ECONOMIC DEVELOPMENT CORPORATION
NOTES TO THE FINANCIAL STATEMENTS

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. FIRST-TIME ADOPTION OF ACCOUNTING STANDARDS FOR NOT-FOR-PROFIT
ORGANIZATIONS

These are the Corporation's first financial statements prepared in accordance with Canadian
accounting standards for not-for-profit organizations. The date of transition to these standards is
January 1, 2011.

These financial statements of the Corporation have been prepared using policies specified by those
standards that are in effect at the end of the reporting period ending December 31, 2012. The
significant accounting policies that have been applied in the preparation of these financial statements
are summarized in note 2. These accounting policies have been used throughout all periods presented
in the financial statements.

The Corporation has applied Canadian Section 1501, first-time adoption by not-for-profit
organizations in preparing these first financial statements under Canadian accounting standards for
not-for-profit organizations. The effects of the transition on fund balances, earnings (loss) and
reported cash flows are presented in this section.

Upon transition, the Corporation has applied the mandatory exceptions and no optional exemptions.
Reconciliation to previously reported amounts

Statement of financial position

There are no material adjustments to the previously reported fund balances.
Statement of operations

There are no material adjustments to the previously reported earnings (loss).
Statement of cash flows

There are no material adjustments to the previously reported cash flow statement.

9



ATIKOKAN ECONOMIC DEVELOPMENT CORPORATION
NOTES TO THE FINANCIAL STATEMENTS

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.

(@)

(b)

©

Fund accounting

Revenues 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, revenues 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, revenues 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, revenues 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.

Revenues 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.

Basis of accounting

These financial statements were prepared using the accrual basis of accounting. The accrual
basis recognizes revenues 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.

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.

10



2.

ATIKOKAN ECONOMIC DEVELOPMENT CORPORATION
NOTES TO THE FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES (continued)

(d)

®

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.

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.

11



ATIKOKAN ECONOMIC DEVELOPMENT CORPORATION
NOTES TO THE FINANCIAL STATEMENTS

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(®

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 and short-term investments

Restricted 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 it origination, acquisition, issuance or assumption.

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 and short-term investments.

Financial assets measured at fair value include restricted short-term investments, loans and
mortgages receivables and equity investments..

Financial liabilities measured at amortized cost include accounts payable.

12



2.

ATIKOKAN ECONOMIC DEVELOPMENT CORPORATION
NOTES TO THE FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES (continued)

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
(h) In-kind Contributions

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

13



ATIKOKAN ECONOMIC DEVELOPMENT CORPORATION
NOTES TO THE FINANCIAL STATEMENTS

CAPITAL ASSETS
2012 2011
Accumulated Net Book Net Book
Cost Amortization Value Value

Furniture and fixtures $ 79,077 $ 64225 $ 14,852 $ 16,855
Leasehold improvements 41,148 14,059 27,089 31,204
Computer equipment

and software 44.844 42.774 2.070 2,811

$__165.069 $__ 121,058 $___44.011 $___ 50,870

RESTRICTED CASH AND SHORT-TERM INVESTMENTS

This balance represents an investment bank account with a balance of $975,769 (2011 - $897,024) and a
money market cashable Guarantee Investment Certificate (GIC) with a market value of $nil (2011 -
$40,076).

LOANS AND MORTGAGES RECEIVABLE

The loans and mortgages receivable consist of 52 AEDC loans, 1 guarantee and 1 profit-sharing
investment and 9 Northwestern Ontario Investment Pool (NWOIP) loans. Of the 9 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 2.25% 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 $ 3,230,300 $ 578,022 $ $ 3,808,322
Advanced during the year 163,815 70,000 150,000 383,815
Capitalized loan costs
during the year 32,417 32,417
Repaid during the year (233,606) (38,237) (271,843)
Written-off during the year (658.552) (75.000) (733.552)
Principal balance, end of year 2,534,374 534,785 150,000 3,219,159
Allowance for doubtful loans (849.904) (45.000) (894.904)

Net balance, end of year §__1.684470 $ 489.785 § 150,000 $__2.324.255
14




ATIKOKAN ECONOMIC DEVELOPMENT CORPORATION
NOTES TO THE FINANCIAL STATEMENTS

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 $ 1,476922 $ 59,375 $ $ 1,536,297
Written-off during the year (718,016) (14,375) (732,391)
Recovery of loans written-off

in previous periods (1,163) (1,163)
Current year's provision for impairment 92.161 92,161
Balance, end of year $ 849.904 $ 45.000 $ $ 894,904

* 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 $345,923.

15



ATIKOKAN ECONOMIC DEVELOPMENT CORPORATION
NOTES TO THE FINANCIAL STATEMENTS

EQUITY INVESTMENTS

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

The loans and mortgages receivable balance is comprised of:

NwWOIP
Non-host
Equity * Equity Total
Balance, beginning of year $ $ 179,166 $ 179,166
Purchased during the year
Redeemed during the year
Balance, end of year 179,166 179,166
Allowance for doubtful investment (31.250) (31.250)
Net balance, end of year $ $ 147916 $ 147916

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

DUE TO MINISTRY OF TRAINING, COLLEGES AND UNIVERSITIES

The Corporation entered into an agreement beginning April 1, 2012 and ending on March 31, 2013 to
deliver employment services for Atikokan and the surrounding area to a maximum cost of $607,698.
Current year advances exceed the necessary funding to provide the program services and these funds will
be repayable as of March 31, 2013 which is the program year-end. Therefore, the excess funding
estimated in the amount of $115,494 (2012 - $284,948) is to be repaid to the Ministry of Training,
Colleges and Universities.
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10.

11.

ATIKOKAN ECONOMIC DEVELOPMENT CORPORATION
NOTES TO THE FINANCIAL STATEMENTS

INVESTED IN CAPITAL ASSETS

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

2012 2011
Invested in capital assets, beginning of year $ 50,870 $ 56,118
Net change in capital assets for the year (6.859) (5.248)
Invested in capital assets, end of year $__ 44011 $__50.870

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

2012 2011
Depreciation of capital assets § (12,518) $ (12,874)
Purchase of capital assets 5,659 7,626
Net change in capital assets $___(6.859) $__ (5.248)

RESTRICTED FUND BALANCES

Operating Fund

In prior years, the Corporation had an excess of revenues over eligible expenditures in the amount of
$12,202 for FedNor purposes which FedNor allowed the Corporation to retain to be spent on specific
activities. During 2011, the Corporation had a shortfall of revenue over eligible expenditures for
FedNor purposes in the amount of $10,671 and the Corporation has requested to apply this shortfall
against the $12,202 restricted fund balance. The remaining restricted funds of $1,531 were used in
the current year.

INDUSTRY CANADA COMMUNITY FUTURES PROGRAM - CONTRIBUTION
AGREEMENTS

The Government of Canada renewed its funding agreement on January 2, 2013 for a one-year period
ending December 31, 2013. 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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15.

16.

ATIKOKAN ECONOMIC DEVELOPMENT CORPORATION
NOTES TO THE FINANCIAL STATEMENTS

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 lease payment is for $3,606 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% (5.0% at December 31, 2012).

CAPITAL DISCLOSURES

The Corporation receives externally restricted funding from various funders for the delivery of specific
programs. These funds are maintained and disbursed under the terms of the relevant funding agreements
and management is responsible for adhering to the provisions of these agreements and adhering to the
mission and goals of the Corporation.

The Corporation's objectives when managing capital are to safeguard its ability to continue as a going
concern so that it can continue to provide delivery of its services to the community.

Management maintains its capital by ensuring that annual operating and capital budgets are developed
(and approved by the Board of Directors) based on known or estimated sources of funding available each
year. These budgets are shared with all management of the Corporation to ensure that the capital of the
Corporation is maintained.

COMPARATIVE FIGURES

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

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.
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SCHEDULE B
ATIKOKAN ECONOMIC DEVELOPMENT CORPORATION
SCHEDULE OF FEDNOR PROJECTS REVENUE AND EXPENDITURES

YEAR ENDED
Local Initiatives
842-508991 Total
2012 2011
Revenue
Industry Canada/FedNor $ 74.992 $ 72.840
Expenditures
Community Development
Local Initiative Projects (Schedule E) 74,992 72.840

Excess of Revenue over Expenditures S $

21
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SCHEDULE D
ATIKOKAN ECONOMIC DEVELOPMENT CORPORATION
SCHEDULE OF PROJECT EXPENDITURES

YEAR ENDED
2012 2011
Operating Fund
Community Development Projects $ 10,796 $ 5.849
Partnership Fund
DARC 11,530
Northern Communities Investment Readiness 15,820
Telemerge Canada 2.598 2.599
2.598 29.949

$ 13.394 $ 35.798
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SCHEDULE E
ATIKOKAN ECONOMIC DEVELOPMENT CORPORATION

OPERATING FUND
SCHEDULE OF LOCAL INITIATIVES PROGRAM EXPENDITURES
YEAR ENDED
2012 2011
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
74.992
2011 FedNor #842-508991
Atikokan Bass Classic Committee - oxygen metre and stage improvements 4,910
Atikokan Chamber of Commerce - promote Atikokan 4,700
Atikokan Chamber of Commerce - implement ideas from Canoe Challenge 5,000
Atikokan Chamber of Commerce - bike racks 5,000
Atikokan Native Friendship Centre - Bass Classic promotion 650
Atikokan Sno-ho Snowmobile Club - signage 3,000
Atikokan Sportsmen's Conservation Club - Little Falls gazebo 10,000
Atikokan and Ahousal Student Cultural Exchange 5,000
Atikokan Native Friendship Centre - feasibility report 10,000
Beaten Path Nordic Ski Club - signage 3,000
Heart of the Continent Conference 5,000
Town of Atikokan - Lift Operator Booth 4,500
Town of Atikokan - produce 2 sided town maps 2,080
Town of Atikokan - accommodation study 5,000
Upsala Snowbunnies - sliding hill development 5,000
72,840

$___74992 $___72.840
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