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George & Associates Chartered Professional Accountants Inc.
Box 567, 113 2nd Street SW

Carman, Manitoba

ROG 0J0

Independent Auditors' Report

To the Board of Directors
Community Futures Heartland Inc.

Opinion

We have audited the financial statements of Community Futures Heartland Inc., which comprise the statement of financial
position as at March 31, 2025, and the statements of operations and changes in fund balances 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
Community Futures Heartland Inc. as at March 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.

Other Information

Management is responsible for the other information. The other information comprises the information included in the annual
report, but does not include the financial statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained in the
audit or otherwise appears to be materially misstated. If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance 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.

In preparing these financial statements, management is responsible for assessing the organization’s ability to continue as a
going concern, disclosing, as applicable, matters related to a 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 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.

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.

. 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.

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

. Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant
doubt on the 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.

. 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.

ﬁ ulf-b 74‘& ae.nZZ/

George & Associates Chartered Professional Accountants Inc.

Carman, Manitoba
June 19, 2025



Community Futures Heartland Inc.

Statement of Financial Position

March 31, 2025
PrairiesCan PrairiesCan Loan Investment Funds
Operating SEA PrairiesCan PrairiesCan PrairiesCan
Fund Fund Repayable Non-repayable RRRF EDP 2025 2024
Assets
Current Assets
Cash and bank (note 2) $ 154,608 $ 55,735 § 168,324 $ 791,731 $ 40,187 $ 233,016 $ 1,443,601 $ 1,413,389
Short term investments (note 3) - - - - - - - 138,114
GST receivable (note 4) 2,337 - - - - - 2,337 2,309
Accounts receivable (note 6) 3,165 1,000 91 - - - 4,256 91
Accrued interest receivable 5,173 - 14,408 819 1,183 204 21,787 14,655
Prepaids 15,039 - - - - - 15,039 8,501
Inter-fund receivable - - 626 25 27,097 25 27,773 34,619
Current portion of long-term investments - - 73,423 24,584 47,434 5,343 150,784 255,147
180,322 56,735 256,872 817,159 115,901 238,588 1,665,577 1,866,825
Long-term Assets
Long-term investments (note 3) 138,114 - - - - - 138,114 -
Capital Assets (note 2 and 5)
Capital Assets, net of accumulated amortization 41,940 - - - - - 41,940 50,417
Investment Funds
Investment loans, net of allowances (notes 2, 7, 9-17) - - 2,138,196 115,258 97,294 57,900 2,408,648 2,359,379
Less: current portion - - (73,423) (24,584) (47,434) (5,343) (150,784) (255,147)
- - 2,064,773 90,674 49,860 52,557 2,257,864 2,104,232
Total Assets $ 360,376 $ 56,735 $ 2,321,645 $ 907,833 $ 165,761 $ 291,145 $ 4,103,495 § 4,021,474

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



Community Futures Heartland Inc.

Statement of Financial Position

March 31, 2025

Liabilities and Fund Balances

Current Liabilities
Accrued liabilities (note 18)

Wages payable
Inter-fund payable
Retainer - WHP

Long-term Liabilities
Deferred contributions (note 21)

Investment funds repayable (note 19 and 25)
CFIF loan (note 19)
RRRF operating loan (note 19)

Total Liabilities

PrairiesCan  PrairiesCan

Loan Investment Funds

PrairiesCan RESTATED
Operating SEA PrairiesCan Non- PrairiesCan

Fund Fund Repayable Repayable RRRF EDP 2025 2024
$ 7,618 $ - - - - - 7,618 $ 7,473
9,686 - - - - - 9,686 7,788
12,915 14,858 - - - - 27,773 34,619
12,000 - - - - - 12,000 12,000
42,219 14,858 - - - - 57,077 61,880
35,109 - - - - - 35,109 40,514
- - 1,007,363 - - 200,000 1,207,363 1,207,363
- - - - 171,517 - 171,517 260,700
- - - - 27,097 - 27,097 33,943
35,109 - 1,007,363 - 198,614 200,000 1,441,086 1,542,520
77,328 14,858 1,007,363 - 198,614 200,000 1,498,163 1,604,400

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



Community Futures Heartland Inc.

Statement of Financial Position

March 31, 2025

PrairiesCan  PrairiesCan Loan Investment Funds
PrairiesCan RESTATED
Operating SEA PrairiesCan Non- PrairiesCan
Fund Fund Repayable Repayable RRRF EDP 2025 2024
Fund Balances
Invested in capital assets (note 25) 7,537 - - - - - 7,537 10,962
Unrestricted (note 25) 275,511 41,877 - - - - 317,388 297,985
Non-repayable grant - - - 795,127 - - 795,127 795,127
Externally restricted - - 1,314,282 112,706 (32,853) 91,145 1,485,280 1,313,000
283,048 41,877 1,314,282 907,833 (32,853) 91,145 2,605,332 2,417,074
Total Liabilities and Fund Balances $ 360,376 $ 56,735 $§ 2,321,645 $ 907,833 165,761 $ 291,145 $ 4,103,495 § 4,021,474

Approved on Behalf of the Board:

, Director

, Director

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



Community Futures Heartland Inc.

Statement of Operations and Changes in General Fund Balances

For the Year Ended March 31, 2025

Revenue
PrairiesCan contribution

Other government contracts
CF Pan West grant

Bank interest

Other

Total revenues

Expenses
Salaries and benefits

Professional Expenses
Accounting and audit

Credit reports
Legal
Other

Administration
Advertising and promotion

Board member expenses
Casual labour

Computers and equipment - Capital

Operating SEA Restated
Fund Fund 2025 2024

$ 300,892 § - 300,892 $ 300,892
- 1,000 1,000 2,000
5,404 - 5,404 5,404
13,225 2,128 15,353 11,724
178,755 - 178,755 205,947
498,276 3,128 501,404 525,967
349,296 - 349,296 320,016
7,169 - 7,169 7,435
1,091 - 1,091 925
434 - 434 428
1,932 - 1,932 3,361
19,546 - 19,546 24,634
9,165 - 9,165 6,378
5,121 - 5,121 4,085
- - - 1,064

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



Community Futures Heartland Inc.

Statement of Operations and Changes in General Fund Balances

For the Year Ended March 31, 2025

Operating SEA Restated
Fund Fund 2025 2024
Insurance 2,810 - 2,810 2,775
Non-refundable GST 2,337 - 2,337 2,309
Office rent 25,473 - 25,473 25,788
Office supplies 18,339 - 18,339 17,118
Photocopying and printing 2,122 - 2,122 2,171
Postage and delivery 229 - 229 335
Special projects 18,168 - 18,168 28,679
Staff expenses 9,981 - 9,981 9,208
Telephone 3,737 - 3,737 3,511
Total Expenses 476,950 - 476,950 460,220
Income (loss) before the following items: 21,326 3,128 24,454 65,747
Add back: Computers and equipment capitalized - - - 1,064
Less: Amortization (8,476) - (8,476) (8,899)
Net Income (loss) for the year 12,850 3,128 15,978 57,912
Transfer (to) from invested in capital (note 25) 3,425 - 3,425 2,784
Operating Fund balance, beginning of year (note 25 and 26) 259,236 38,749 297,985 237,289
Operating Fund, end of year $ 275,511 $ 41,877 $ 317,388 $ 297,985

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



Community Futures Heartland Inc.

Statement of Operations and Changes in Restricted Fund Balances

For the Year Ended March 31, 2025

Revenues
Bank interest

Investment interest

Operating loan forgiven

Expenses
Provision (recovery) for loan losses

Audit
Salaries

General expenses

Net income (loss) for the year
Fund balances, beginning of year (note 26)

Fund balances, end of year

Loan Investment Funds

PrairiesCan RESTATED

PrairiesCan Non- PrairiesCan

Repayable repayable RRRF EDP 2025 2024

$ 6,673 27,456 $ 1,866 $ 10,852  $ 46,847 $ 87,845
172,814 16,651 9,060 1,224 199,749 146,973
- - 6,846 - 6,846 27,442
179,487 44,107 17,772 12,076 253,442 262,260
93 - 74,223 - 74,316 656
- - 1,846 - 1,846 1,765
- - 5,000 - 5,000 25,666
- - - - - 11
93 - 81,069 - 81,162 28,098
179,394 44,107 (63,297) 12,076 172,280 234,162
1,134,888 68,599 30,444 79,069 1,313,000 1,078,838
$ 1,314,282 §% 112,706 $ (32,853) $ 91,145 $ 1,485,280 $ 1,313,000

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



Community Futures Heartland Inc.

Statement of Cash Flows

For the Year Ended March 31, 2025

Sources of Cash
PrairiesCan contribution

Investment income
Other

Investment loan repayments

Uses of Cash
Salaries and benefits

Materials and services
Purchase of capital assets

Investment loan advances

Cash from (to) operating

Net increase (decrease) in cash
Cash and investments, beginning of year
Change in payables and liabilities

Changes in receivables and prepaids

Cash and investments, end of year

Operating
Activities Financing and Investing Activities
PrairiesCan
Operating & PrairiesCan Non- PrairiesCan
SEA Fund Repayable Repayable RRRF EDP 2025 2024
$ 300,892 $ - $ - - $ - 300,892 $ 300,892
15,353 179,488 44,107 10,926 12,076 261,950 246,482
185,159 - - 6,846 - 192,005 240,793
- 394,397 141,132 48,340 774 584,643 2,502,293
501,404 573,885 185,239 66,112 12,850 1,339,490 3,290,460
349,296 - - - - 349,296 320,016
127,654 - - 6,846 - 134,500 166,582
- - - - - - 1,064
- 649,554 - - 58,674 708,228 1,070,025
476,950 649,554 - 6,846 58,674 1,192,024 1,557,687
24,454 (75,669) 185,239 59,266 (45,824) 147,466 1,732,773
348,778 247,226 605,947 70,508 279,044 1,551,503 1,948,383
(10,207) - - (96,029) - (106,236)  (2,151,439)
(14,568) (3,233) 545 6,442 (204) (11,018) 21,786
348,457 168,324 791,731 40,187 233,016 1,581,715 1,551,503

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



Community Futures Heartland Inc.

Statement of Cash Flows

For the Year Ended March 31, 2025

Cash and investments consist of:
Cash

Investments

Operating
Activities Financing and Investing Activities
PrairiesCan
Operating & PrairiesCan Non- PrairiesCan

SEA Fund Repayable Repayable RRRF EDP 2025 2024
210,343 168,324 791,731 40,187 233,016 1,443,601 1,413,389
138,114 - - - - 138,114 138,114

1,551,503

$ 348,457 § 168,324 $§ 791,731 $ 40,187 $ 233,016 $ 1,581,715 §

The accompanying notes are an integral part of these financial statements.
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Community Futures Heartland Inc.

Schedule 1 - RRRF Fund

For the Year Ended March 31, 2025

RRRF RRRF
Operating Investment
Fund Fund 2025 2024

Assets
Cash $ - $ 40,187 $ 40,187 $ 70,508
Interest receivable - 1,183 1,183 779
Inter-fund receivable - 27,097 27,097 33,943
Loans receivable - 97,294 97,294 219,857
Capital Assets - Cost 18,257 - 18,257 18,257
Capital Assets - Accumulated amortization (11,571) - (11,571) (9,257)
Total Assets 6,686 165,761 172,447 334,087
Liabilities
Inter-fund payable 14,467 - 14,467 14,467
CFIF loan - 171,517 171,517 260,700
RRRF operating loan - 27,097 27,097 33,943

14,467 198,614 213,081 309,110
Fund Balances
Invested in capital assets 6,686 - 6,686 9,000
Externally restricted (14,467) (32,853) (47,320) 15,977

(7,781) (32,853) (40,634) 24,977
Total Liabilities and Fund Balances $ 6,636 $ 165,761 $§ 172,447 $ 334,087

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



Community Futures Heartland Inc.

Schedule 2 - RRRF Fund

For the Year Ended March 31, 2025

Revenue
Bank interest

Interest income on loans

Operating loan forgiven

Expenses
Amortization

Loan impairment provision
Professional fees

Salaries

Excess (deficiency) of revenue over expenses
Net assets, beginning of year
Interest transfer

Other inter-fund transfers

Net Assets (Deficit), end of year

RRRF RRRF
Operating Investment
Fund Fund 2025 2024
$ - $ 1,866 $ 1,866 $ 22,244
- 9,059 9,059 2,637
- 6,846 6,846 27,442
- 17,771 17,771 52,323
- - - 11
- 74,222 74,222 -
- 1,846 1,846 1,765
- 5,000 5,000 25,666
- 81,068 81,068 27,442
- (63,297) (63,297) 24,881
(14,467) 30,444 15,977 (8,904)
$ (14,467) $ (32,853) $ (47,320) $ 15,977

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



Community Futures Heartland Inc.

Notes to the Financial Statements

For the Year Ended March 31, 2025

1  Purpose of the Organization

The corporate body has been constituted under Community Futures Heartland Inc., formerly named Heartland Community
Futures Development Corporation and its objective is to stimulate employment in the community by providing funds to
small businesses in the form of loans, loan guarantees and share capital. The organization is incorporated under the
Manitoba Companies Act as a not-for-profit organization. It is exempt from tax under the Income Tax Act as a not-for-
profit organization under section 149(1)(1).

2 Significant Accounting Policies
a. Basis of Presentation

These financial statements have been prepared in accordance with Canadian accounting standards for not-for-profit
organizations in Part III of the CPA Handbook. Outlined below are those policies considered significant for the
organization.

b. Revenue Recognition
The corporation follows the restricted fund method of accounting for contributions.

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

Externally restricted contributions are recognized as revenue in the appropriate investment fund in the year received and
receivable if the amount to be received can be reasonably estimated and collection is reasonably assured. Funds received
in advance of work performed are recorded as deferred income.

Interest revenue is recognized when received or receivable. Interest is not accrued on loans receivable that are classified
as impaired. Fee-for-service revenue is recognized upon delivery of the service to the customer. Loan administration fees
are recognized at the time the loan is issued.

c. Fund Accounting

Community Futures Heartland Inc. follows the restricted method of accounting for contributions. The corporations's
financial statements are presented as follows:

Operating Fund

Revenues and expenses related to program delivery and administration are reported in the unrestricted fund (operating
fund). This fund reports unrestricted resources and restricted operating grants. Other balances include the corporation's
investment in tangible capital assets.

Loan Investment Funds
This restricted funds reports the assets and liabilities and revenues and expenses of the corporations restricted loan
investment funds established by the Corporation's funding agreements.

Restricted contributions from PairireCan and other contributors that are to be used for specific purposes are reported in the
restricted Loan Investment Fund. The restricted loan investment fund includes the following loan investment funds:

13



Community Futures Heartland Inc.

Notes to the Financial Statements

For the Year Ended March 31, 2025

2

Significant Accounting Policies continued
c. Fund Accounting continued

Conditionally Repayable Investment Fund, which was created under the terms of a contribution agreement with
PrairieCan. Loans issued from the fund are categorized as follows:

> PrairieCan conditionally repayable investment fund, which is to be used for assistance to small businesses and
entrepreneurs in the form of loans, loan guarantees or equity participation.

> PrairieCan conditionally repayable EDP fund, which is used for loans, loan guarantees and equity investments in
businesses owned and operated by disabled entrepreneurs.

> RRRF Investment Fund which is used for loans in businesses that were unable to obtain other federal government
COVID-19 support.

> PrairieCan Non-repayable Investment Fund, which the corporation uses to fund loans and equity investments for other
ventures.

The corporation is restricted in the types of loans that can be made according to its agreement with the federal government.
d. Investments

Investments are recorded at cost.

e. Allowances for Losses on Loans

Allowances are established on a specific case analysis basis.

f. Cash and Bank

Cash and bank consists of cash on hand and bank account balances.

g. Capital Assets

Purchased capital assets are carried at cost. Contributed capital assets are recorded at fair market value at the date of
contribution. Depreciation is calculated using the straight-line method over estimated useful lives ranging from 5 years to
10 years. Amortization expense is reported in the General Fund.

h. Use of Estimates

The preparation of financial statements in accordance 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, the
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues
and expenses during the reporting period. Differences in actual results from prior estimates are taken into account at the
time the differences are determined.

14



Community Futures Heartland Inc.

Notes to the Financial Statements

For the Year Ended March 31, 2025

2 Significant Accounting Policies continued
h. Use of Estimates continued

Significant items subject to such estimates and assumptions include the valuation of investment loans receivable and the
estimated useful life of capital assets. Actual results could differ from those estimates.

i. Financial Instruments

Measurement of financial instruments:
The organization initially measures its financial assets and liabilities at fair value. It subsequently measures all its financial
assets and liabilities at amortized cost.

Financial assets measured at amortized cost include cash, investments and accounts receivable.
Financial liabilities measured at amortized cost include accounts payable and long-term debt.

Impairment:

Financial assets measured at cost are tested for impairment when there are indicators of impairment. The amount of the
write-down is recognized in net income. The previously recognized impairment loss may be reversed to the extent of the
improvement, directly or by adjusting the allowance account, provided it is no greater than the amount that would have
been reported at the date of the reversal had the impairment not been recognized previously. The amount of the reversal is
recognized in net income.

Transaction costs:

The organization recognizes its transaction costs in net income in the period incurred. However, financial instruments that
will not be subsequently measured at fair value are adjusted by the transaction costs that are directly attributable to their
origination, issuance or assumption.

je Impairment of Long-lived Assets

A long-lived asset is tested for impairment whenever events or changes in circumstances indicate that its carrying value
may not be fully recoverable. An impairment loss is recognized in the period when it is determined that the carrying
amount of the asset exceeds the undiscounted cash flows resulting from its use and eventual disposition. The impairment
loss is calculated as the amount by which the carrying amount of the long-lived asset exceeds its fair value.

15



Community Futures Heartland Inc.

Notes to the Financial Statements

For the Year Ended March 31, 2025

3 Investments

Long and short-term investments consist of the following:

2025 2024
Long-term Investments
Term deposits $ 138,114 §$ -
Short-term Investments
Term deposits $ - $ 138,114

Term deposit bears interest at 4.65% and matures in June 2026.

4  Processing of the Goods and Service Tax

The organization claimed a 50% refund of the input tax credits. An amount of $2,337 remains included in the expenses.

5 Capital Assets

2025 2025 2025 2024
Accumulated
Rate Cost Amortization Net Value Net Value

Office equipment 10% $ 54,795 $ 48,110 $ 6,685 $ 8,022
Computers 20% 12,329 11,318 1,011 3,054
Makers Space equipment 10% 48,920 14,676 34,244 39,136
Leaseholds 10% 28,303 28,303 - 205
Software 20% 7,600 7,600 - -

$ 151,947 $ 110,007 $ 41,940 $ 50,417

16



Community Futures Heartland Inc.

Notes to the Financial Statements

For the Year Ended March 31, 2025

6  Accounts Receivable

Accounts receivable consist of the following:

2025 2024
Loan insurance prepaid $ 91 § 91
Accounts receivable - SEA program 1,000 -
Source deductions receivable 915 -
Other accounts receivable 2,250 -
Total $ 4,256 $ 91
7 Loans Receivable
Loans
Receivable  Less: AFDA 2025 2024
PrairiesCan Non-repayable Investment Fund $ 115,258 $ - $ 115258 §$ 256,390
PrairiesCan Conditionally Repayable Investment / Loan
Fund 2,138,853 (656) 2,138,195 1,883,132
PrairiesCan Conditionally Repayable EDP Fund 57,900 - 57,900 -
RRRF Investment Fund 171,517 (74,222) 97,295 219,857

$ 2,483,528 § (74,878) $ 2,408,648 $ 2,359,379

8 Allowance for Credit Loss

An allowance for losses on investment loans is made based on expected loan default rates, potential loss ratios and review
of loans portfolio, as determined by management, as follows:

2024 2025
Ending Provision for Ending
Balance Credit Losses  Write-offs Reversals Balance
PrairiesCan Loan Investment Fund
- Repayable $ 16,391 $ - $ (15,735) $ - $ 656
- Non-repayable - - - - -
- EDP - - - - -
Community Futures Investment Fund
- RRRF - 74,222 - - 74,222

17



Community Futures Heartland Inc.

Notes to the Financial Statements

For the Year Ended March 31, 2025

10

Allowance for Credit Loss continued

2024 2025
Ending Provision for Ending
Balance Credit Losses  Write-offs Reversals Balance

$ 16,391 $ 74,222 $ (15,735) $ - $ 74,878

Included in the loan impairment provision are provisions, write-offs and reversals of $58,487 (2024 - $656). Calculated
by taking the sum of the provisions, write offs and reversals.

Actual write-offs, net of recoveries, will be deducted from the allowance for credit losses. The provision for credit losses
in the statement of operations and changes in fund balances is charged with an amount sufficient to keep the balance in the
allowance for credit losses adequate to absorb all credit related losses.

Investment Loans Receivable

Outstanding loans to entrepreneurs are interest bearing at varying rates between 5.0% and 10.2% with monthly blended
principal and interest repayments amortized for terms of 24 months and 180 months. Security is taken on these loans as
appropriate to the situation and includes personal guarantees, general security agreements covering business assets and
mortgages on land and buildings. At the year-end, the organization had not approved any additional loans pending certain
conditions.

Changes in Non-repayable Investments

2025 2024

Starting balance $ 256,390 $ 86,773
Disbursed loans - 182,000
Fees charged - -
Capitalized interest - 8,444
Collected reimbursements (141,132) (20,827)
Written-off loans - -
Ending balance $ 115,258 $ 256,390

18



Community Futures Heartland Inc.

Notes to the Financial Statements

For the Year Ended March 31, 2025

11

12

Non-repayable Investments

2025 2024
Loans granted $ 115,258 $ 256,390

Less: allowance for losses on loans - -

8 115,258 $ 256,390

Loans outstanding in the corporations non-repayable investment fund consist of 4 loans ranging from $17,749 to $33,070
with interest rates of 10.20% to 10.20% falling due 2025. Loans guaranteed by mortgages, pledge or personal
endorsement.

Redeemable amounts from investments for the next four years are as follows:

2026 $ 24,584
2027 $27,212
2028 $30,123
2029 $ 33,341

Changes in Repayable Investments

2025 2024

Starting balance $ 1,899,523 §$§ 1,546,173
Disbursed loans 648,750 886,974
Fees charged 803 1,051
Capitalized interest 168,901 129,122
Collected reimbursements (563,391) (663,797)
Written-off loans (15,734) -
Ending balance $ 2,138,852 §$§ 1,899,523

19



Community Futures Heartland Inc.

Notes to the Financial Statements

For the Year Ended March 31, 2025

13 Repayable Investments

2025 2024
Loans granted $ 2,138,852 $§ 1,899,523
Subtract: allowance losses and loans (656) (16,391)

$ 2,138,196 § 1,883,132

Loans outstanding in the corporations repayable investment fund consist of 31 loans ranging from $656 to $150,000 with
interest rates of 6.50% to 10.20% falling due between 2026 and 2040. Loans guaranteed by mortgages, pledge or personal
endorsement.

Redeemable amounts from investments for the next five years are as follows:

2026 $73,423
2027 $79,953
2028 $87,063
2029 $94,806
2030 $103,237

14 Changes in EDP Investments

2025 2024
Starting balance $ - $ 2,151
Disbursed loans 58,408 -
Fees charged 268 60
Capitalized interest 750 52
Collected reimbursements (1,526) (2,263)
Ending balance $ 57,900 $ -
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15

16

17

EDP Investments

2025 2024
Loan granted, guaranteed by mortgages, pledge or personal endorsement, at 8.2%, falling
due in 2033 $ 57,900 § -
$ 57,900 § -

Loans outstanding in the corporations repayable investment fund consist of 1 loan ranging of $57,900 with interest rate of
8.20%, falling due 2033. Loans guaranteed by mortgages, pledge or personal endorsement.

Redeemable amount from investments for the next year five years are as follows:

2026 $5,343
2027 $5,798
2028 $6,292
2029 $6,827
2030 $7,409

Changes in RRRF Investments

2025 2024
Starting balance $ 219,857 § 2,172,882
Capitalized interest 8,655 1,858
Collected reimbursements (56,996) (1,954,883)
Ending balance $ 171,516 $ 219,857
RRREF Investment

2025 2024
Loans granted $ 171,516 $ 219,857
Subtract: allowance losses on loans (74,222) -

8 97,294 § 219,857

Loans outstanding in the corporations repayable investment fund consist of 7 loans ranging from $12,316 to $32,080 with
interest rates of 5.00%, falling due December 2026 . Loans guaranteed by the Government of Canada.

Repayment terms for the Secondary Borrower to the organization are as follows:

21



Community Futures Heartland Inc.

Notes to the Financial Statements

For the Year Ended March 31, 2025

17

18

RRRF Investment continued
e No principal repayment was due until December 31, 2023 and was interest free until January 18, 2024.

e The balance is repayable in equal blended monthly payments including interest starting January 31, 2024 and the last
day of each month thereafter, until December 31, 2026.

e Commencing January 19, 2024 the balance shall bear interest at a rate of 5% per annum. until paid in full.

Accrued Liabilities

Accrued liabilities consist of the following:

2025 2024
Trade accounts payable $ 7,618 $ 7,473
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19 Long Term Debt

Restated
2025 2024
Entrepreneurs with Disability Program investment funds repayable $ 200,000 $ 200,000
Conditionally Repayable investment fund repayable 1,007,363 1,007,363
Regional Relief and Recovery Fund investment funds repayable 171,517 260,700
Regional Relief and Recovery Fund operating funds repayable 27,097 33,943
$ 1405977 § 1,502,006

The Entrepreneurs with Disability Program and the Conditionally Repayable Investment Fund loans from PrairiesCan are

due as follows:

In the event that the organization is not in compliance with the agreement, dated April 1, 2021 or the project is not
approved by the minister, the minister is entitled to take steps described in sections 2, 3 or 4 of the agreement. The

agreement terminates March 31, 2026.

The Regional Relief and Recovery Fund investment funds loan from Community Futures Investment Fund Inc. is due as

follows:

e No principal repayment was due until December 31, 2023

e On October 31, 2021 any funds that have not been loaned by the organization (Community Futures Heartland) to a

Secondary Borrower, were required to be repaid to Lender (Community Futures Investment Fund Inc.)

e The repayable balance is repayable in equal monthly payments starting January 31, 2024 and the last day of each

month thereafter, until December 31, 2026.
e The repayable balance is interest free between January 19, 2024 and December 31, 2026.

e  The repayable balance is calculated by the lender (CFIF).

The repayable balance will be calculated as follows. Loans funds advanced by CFIF, less amounts already repaid,
less any portion of forgiven loans by CFIF, less any portion of secondary loans in default and cannot be collected or
recovered, less reasonable costs incurred by the organization (CFH) in connection with enforcing payment.

e The organization (CFH) must repay the entire outstanding loan amount in full on December 31, 2026

The Regional Relief and Recovery Fund operating funds loan from Community Futures Pan West is due as follows:

e On December 31, 2026 the borrower must repay the entire outstanding loan amount in full.
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21

22

Economic Dependence

The organization received 40% of its operating revenues from the federal government and is economically dependent upon
it. Future operations of the organization would be significantly adversely impacted by the discontinuation of this funding.

Deferred Contributions

Government grants restricted for the purchase of security upgrades, such as capital assets and prepaid security software
subscriptions, are being amortized to income on a straight-line basis over the life of the assets and term of subscription,
respectively. The changes in deferred contributions balances for the period are as follows

2025 2024
Starting balance $ 40,514 $ 45,918
Grant revenue recognized (5,405) (5,404)

8 35,109 § 40,514

Externally Restricted Fund Balances

Major categories of externally imposed restrictions on net assets are as follows:

Restricted Funds

Repayable fund (actual contribution to date) $ 1,007,364
Non-repayable fund (actual contribution to date) $ 795,127
EDP fund (actual contribution to date) $ 200,000
Youth fund (actual contribution to date) $ 300,000

Conditionally repayable contributions made by PrairiesCan are non-interest bearing, unsecured, and repayable upon 30
days' notice in the event of default.

PrairiesCan has set the terms and conditions of its contribution with the Organization in the April 1, 2021 agreement.
Under the terms and conditions the Conditionally Repayable Loan Funds are repayable if any of the following conditions
occur:

i. The Conditionally Repayable Investment Fund is not administered according to the terms and conditions specified in
this Agreement; or

ii. Based on reviews and evaluations of the operations and the Conditionally Repayable Investment Fund of the
Organization, the Conditionally Repayable Investment Fund is not providing a satisfactory level of benefits in terms of
employment creation, the development of Community-owned or controlled businesses and strengthening of the western
Canadian economy; or
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Externally Restricted Fund Balances continued

iii. In the opinion of the Minister, the Conditionally Repayable Investment Fund is no longer necessary or relevant to the
development of the western Canadian economy; or

iv. The agreement is terminated as described in Section 10.6; or
v. An event of default occurs, as described in Section 10 of the Agreement; or

vi. The Minister does not approve terms and conditions to extend the project beyond March 31, 2026

Financial Instruments

Risk and Concentrations:
The organization is exposed to various risks through its financial instruments. The following analysis provides a measure
of the organization's risk exposure and concentrations at the statement of financial position, dated March 31, 2025.

Liquidity risk:
Liquidity risk is the risk that an organization will encounter difficulty in raising funds to meet cash flow commitments
associated with financial instruments. The organization is exposed to this risk mainly in respect of its accounts payable.

Credit risk:

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by failing to
discharge an obligation. The organization's main credit risks relate to accounts receivable and investment loans receivable.
The organization provides to its clients in the normal course of its operations.

Market risk:
Market risk is the risk that financial instrument fair values will fluctuate due to changes in market prices. Market risk
comprises three types of risk: currency risk, interest rate risk and other price risk.

Unless otherwise noted, it is management's opinion that the organization is not exposed to significant interest rate,
currency or price risks arising from these financial instruments.

Lease Commitments

The organization's total obligations under various lease agreements are as follows:.

2026 $1,781
2027 $1,781
2028 $1,781

Change in Accounting Policy
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25 Change in Accounting Policy continued
Recognition of Credit Losses on Investment Funds

Nature of the change

Until fiscal 2024 the Organization recorded credit losses (“bad debt”) arising from its repayable investment funds by
directly reducing the related liability balances. Reductions in carrying amounts for Non-Repayable Investment Funds were
recognized as a charge in the statement of operations.

Effective April 1 2024 management elected to recognize such losses as an expense in the Statement of Operations,
consistent with PrairiesCan Financial Reporting Guide and Section 1506, Accounting Changes, of the CPA Canada
Handbook — Accounting Part III (ASNPO) and the conceptual guidance in Section 1001. Management believes the new
policy improves the faithful representation of credit risk and enhances comparability with other Community Future
Development Corporations.

Method of adoption Section 1506 requires a change in accounting policy to be applied retrospectively unless
impracticable. Accordingly:

As previously reported Adjust due to Restatement

March 31, 2024 Policy Change March 31, 2024
Investment Funds Payable - Repayable 0 (1,007,364) (1,007,364)
Investment Funds Payable - EDP (53,877) (146,123) (200,000)
Unrestricted - Operating Fund (1,390,776) 1,153,487 (237,289)

The cumulative adjustment of $1,153,487 has been recognized as a decrease in opening unrestricted net assets on April 1
2024; the corresponding $1,153,487 increase to liabilities represents previously unrecognized credit losses.

Impact on the current year
For the year ended March 31, 2025 the new policy resulted in a Bad debt expense of $74,316 (2024 — $656). Comparative
figures have been restated; the change had no effect on cash flows.

Management will continue to monitor collectability and recognize future credit losses through the Statement of Operations.
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26 Correction of Prior Period Error

During the current audit year, it was identified that a prior period error had occurred in relation to the accounting for
deferred contributions for capital assets. Specifically, the opening balance of "Invested in Capital Assets" for 2024 was
overstated by $44,506 because deferred contributions related to capital assets was inadvertently included in the Invested in
Capital Assets balance. In addition, deferred contribution revenue recognized during the year was not reflected in the
Transfer from Invested in Capital, resulting in an initially reported transfer amount of $7,835 rather than the corrected
amount of $2,784.

Impact on the Financial Statements
The error had the following effects on the financial statements as of 2024:

The opening 2024 balance for Invested in Capital Assets was overstated by $44,506.

Invested in Capital Assets opening 2024 balance before adjustment was $58,252. After adjustment was $13,746.
Unrestricted Fund opening 2024 balance before adjustment was $157,424. After adjustment was $201,929. The $44,506
adjustment due to the balance of deferred contributions for capital assets reported on the Statement of Financial Position.

Transfer from Invested in Capital Assets before adjustment was $7,835. After adjustment was $2.784. A difference of
$5,051. The $5,051 consisting of deferred contributions recognized during the year reported on the Statement of
Operations.

Correction of the Error
The error has been corrected retrospectively in accordance with the requirements in ASNPO.

Disclosure

In accordance with ASNPO, the error correction has been applied to the opening balance of invested in capital assets and
unrestricted fund surplus for 2024. Ensuring that both current and prior period comparisons are restated to present
comparable information. The adjustment is confined to the presentation of invested in net assets and does not affect other
aspects of the annual statements.
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Independent Auditors' Report on Compliance with Agreement

To Prairies Economic Development Canada
Community Futures Heartland Inc.

We have undertaken a reasonable assurance engagement of Community Futures Heartland Inc. compliance during the period
April 1, 2024 to March 31, 2025, with the requirements set out in the Contribution Agreement between Pacific Economic
Development Canada / Prairies Economic Development Canada and Community Futures Heartland Inc. dated April 1, 2021.

Management’s Responsibility

Management is responsible for Community Futures Heartland Inc.'s compliance with the specified requirements. Management
is also responsible for such internal control as management determines necessary to enable Community Futures Heartland Inc.'s
compliance with the specified requirements.

Our Responsibility
Our responsibility is to express a reasonable assurance opinion on Community Futures Heartland Inc.'s compliance based on the
evidence we have obtained. We conducted our reasonable assurance engagement in accordance with Canadian Standard on
Assurance Engagements 3531, Direct Engagements to Report on Compliance. This standard requires that we plan and perform
this engagement to obtain reasonable assurance about whether the entity complied with the specified requirements, in all
significant respects.

Reasonable assurance is a high level of assurance but is not a guarantee that an engagement conducted in accordance with this
standard will always detect a significant instance of non-compliance with specified requirements when it exists. Instances of
non-compliance can arise from fraud or error and are considered significant if, individually or in the aggregate, they could
reasonably be expected to influence the decisions of users of our report. A reasonable assurance compliance reporting
engagement involves performing procedures to obtain evidence about the entity's compliance with the specified requirements.
The nature, timing and extent of procedures selected depends on our professional judgment, including an assessment of the
risks of significant non-compliance, whether due to fraud or error.

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

Our Independence and Quality Control

We have complied with the independence and other ethical requirements of the Rules of Professional Conduct of Manitoba,
which are founded on fundamental principles of integrity, objectivity, professional competence and due care, confidentiality
and professional behavior.

The firm applies Canadian Standard on Quality Control 1, Quality Control for Firms that Perform Audits and Reviews of
Financial Statements, and Other Assurance Engagements and, accordingly, maintains a comprehensive system of quality
control, including documented policies and procedures regarding compliance with ethical requirements, professional standards
and applicable legal and regulatory requirements.

Opinion
In our opinion, Community Futures Heartland Inc. complied with the specified requirements set out in the Contribution

Agreement during the period April 1, 2024, to March 31, 2025, in all significant respects.

We do not provide a legal opinion on Community Futures Heartland Inc.'s compliance with the specified requirements.
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Restriction on Distribution and Use of Our Report

Our report is intended solely for Community Futures Heartland Inc. and Pacific Economic Development Canada / Prairies
Economic Development Canada and should not be distributed to or used by parties other than Community Futures Heartland
Inc. or Pacific Economic Development Canada / Prairies Economic Development Canada.

George & Associates Chartered Professional Accountants Inc.

Carman, Manitoba
June 19, 2025
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