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INDEPENDENT AUDITORS' REPORT

To the Board of Directors
Community Futures Heartland Inc.

We have audited the accompanying financial statements of Community Futures Heartland Inc.,
which comprise the statement of financial position as at March 31, 2018, and the statements of
operations and changes in fund balances and cash flow 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 perform the
audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the 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 controls 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.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion.

Opinion

In our opinion, the financial statements present fairly, in all material respects, the
financial position of Community Futures Heartland Inc. as at March 31, 2018 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.

ﬁmﬂ_, F /M/G/Z/

Carman, Manitoba George & Associates
June 19, 2018 Chartered Professional Accountants Inc.
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COMMUNITY FUTURES HEARTLAND INC.
NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2018

Purpose of the Corporation

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.

Significant Accounting Policies

Basis of Presentation

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

Revenue Recognition

The Corporation follows the restricted fund method of accounting for contributions.
Unrestricted contributions are recognized as revenue in the general fund when received
or receivable if the amount to be received can be reasonably estimated and collection
is reasonably assured.

Externally restricted contributions and interest are recognized as revenue in the
investment funds when received or receivable if the amount to be received can be
reasonably estimated and collection is reasonably assured.

Fund Accounting

Community Futures Heartland Inc. follows the restricted method of accounting for
contributions. The General Fund accounts for the organization's operating costs
and general revenues. This fund reports unrestricted resources and restricted
operating grants. The Loan Investment Funds report restricted resources that are
to be used for assistance to small businesses and entrepreneurs in the form of
loans, loan guarantees or equity participation. Loans from the Loan Investment
Fund for the Disabled are limited to businesses owned and operated by disabled
entrepreneurs. The organization is restricted in the types of loans that can be
made according to its agreement with the federal government.

Cash and Bank

Cash and bank are made up of cash on hand, bank account balances and a
guaranteed income certificate. $135,000 has been invested for one year and sixty
days at a rate of 1.28%.
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COMMUNITY FUTURES HEARTLAND INC.
NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2018

Significant Accounting Policies cont.

Investments
Investments are recorded at cost.

Allowances for Losses on Loans
Allowances are established on a specific case analysis basis.

Capital Assets

Purchased capital assets are recorded at cost. Contributed capital assets are
recorded at fair value at the date of contribution. Amortization is provided on a
straight-line basis over the assets' estimated useful lives, which varies from 5 to
10 years. Amortization expense is reported in the General Fund.

Use of Estimates

The preparation of financial statements, in conformity with Canadian accounting
standards for not-for-profit organizations requires management to make estimates
and assumptions that affect the reported amount 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 reported period.
Differences in actual results from prior estimates are taken into account at the time
the differences are determined.

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.

Financial Instruments

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

The financial assets subsequently measured at amortized cost include cash,
investments and accounts receivable. The financial liabilities measured at
amortized cost consist of payables and long-term debt.

Impairment of Long-lived Assets

A long-lived asset is tested for impairment whenever events or changes in

circumstances indicate that its carrying amount may not be recoverable. An

impairment loss is recognized when the carrying amount of the asset exceeds the

sum of the undiscounted cash flows resulting from its use and eventual disposition.

The impairment loss is measured as the amount by which the carrying amount of the

long-lived asset exceeds its fair value. Page 9



COMMUNITY FUTURES HEARTLAND INC.
NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2018

Processing of the Goods and Service Tax

The organization claimed a 50% refund of the input tax credits. An amount of $2,209 remains
included in the expenses.

Capital Assets

2018 2017

Accumulated Net Book Net Book
Cost Amortization Value Value Rate
Office equipment $ 44798  $37,699 $ 7,099 § 9,371 10%
Computers 25,828 19,745 6,083 8,468 20%
Leaseholds 28,303 26,809 1,494 2,096 10%
Software 7,600 4,560 3,040 4,560 20%

$106,529  $88,813 $ 17716 3 24,495

Accounts Receivable

2018 2017

Accounts receivable consists of the following:
Loan insurance prepaid $ 1,367 $ 2,800
Government receivable 2,500

$ 1,367 $ 5,300

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:

2017 Provision 2018
Ending for Credit Ending
Balance Losses Balance
Loan Investment Fund-Repayable $ 34533 § (7,2000 $ 27,333
-Non-repayable
-Disabled

$ 34533 % (72000 § 27,333

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.
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COMMUNITY FUTURES HEARTLAND INC.
NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2018

Non-repayable Investments

2018 2017
Loans granted, guaranteed by mortgages,
pledge or personal endorsement, between
5.75% and 7% falling due between $ 122472 $ 86,178
2019 and 2024.
Subtract: allowance losses on loans
$ 122472 $ 86,178
Redeemable amounts from investments for the next five years are as follows:
2019 $ 21,376
2020 22,833
2021 24,389
2022 26,050
2023 27,824
Changes in Non-repayable Investments
2018 2017
Starting balance 3 86,178 $ 133,528
Disbursed loans 68,578
Fees charged 178 30
Capitalized interest 6,915 6,923
Collected reimbursements (39,377) (54,303)
Written-off loans
Ending balance $ 122472 $ 86,178
Repayable Investments
2018 2017
Loans granted, guaranteed by mortgages,
pledge or personal endorsement, between
6.5% and 7% falling due between $ 835,343 $ 782,025
2019 and 2024.
Subtract: allowance losses on loans 27,333 34,533
$ 808,010 $ 747,492
Redeemable amounts from investments for the next five years are as follows:
2019 $ 146,972
2020 156,379
2021 166,387
2022 177,037
2023 188,368
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COMMUNITY FUTURES HEARTLAND INC.
NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2018

Changes in Repayable Investments

2018 2017
Starting balance $ 782,025 $ 972,115
Disbursed loans 201,500 249,996
Fees charged 90 60
Capitalized interest 47,472 48,087
Collected reimbursements (195,744) (338,055)
Written-off loans - (150,178)
Ending balance $ 835343 $ 782,025
Disabled Investments
2018 2017
Loans granted, guaranteed by mortgages,
pledge or personal endorsement, at 7%,
falling due in 2021. $ 81,079 $ 101,508
Subtract: allowance losses on loans
$ 81,079 $ 101,508
Redeemable amounts from investments for the next three years are as follows:
2019 $ 25164
2020 26,983
2021 28,932
Changes in Disabled Investments
2018 2017
Starting balance $ 101,508 $ 121642
Disbursed loans =
Fees charged 359 30
Capitalized interest 6,488 7,769
Collected reimbursements (27,276) (27,933)
Written-off loan
$ 81,079 $ 101,508
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COMMUNITY FUTURES HEARTLAND INC.
NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2018

Investment Loans Receivable

Outstanding loans to entrepreneurs are interest bearing at varying rates between 5.75% and 7%

with monthly blended principal and interest repayments amortized for terms of 60 months, 84

and 176 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 certai
conditions.

Long Term Debt

2018 2017

Investment funds repayable $ 53,877 $ 53877

The loan from Western Economic Diversification is due as follows:

In the event that the organization is not in compliance with the agreement, dated April 1, 2015 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, 2018.

Economic Dependence

The organization received 63% of its operating revenues from the federal government and is
economically dependent upon it.
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COMMUNITY FUTURES HEARTLAND INC.
NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2018

16 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
Disabled fund (actual contribution to date) 200,000
Youth fund (actual contribution to date) 300,000

The Department of Western Economic Diversification has set the terms and conditions
of its contribution with the Organization in the April 1, 2015 agreement. Under the terms
and conditions the Conditionally Repayable Loan Funds are repayable if any of the
following conditions occur:

Vi.

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

. 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

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

. The agreement is terminated as described in Section 7; or

. An event of default occurs, as described in Section 7 of the Agreement; or

The Minister does not approve terms and conditions to extend the project
beyond March 31, 2018.

A new agreement commencing April 1, 2018 and ending on March 31, 2021 has been

signed.
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COMMUNITY FUTURES HEARTLAND INC.
NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2018

Financial Instruments

Risks 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, 2018.

Liquidity risk

Liquidity risk is the risk that an organization will encounter difficulty in meeting
obligations associated with financial liabilities. 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 its accounts receivables and investment loans receivable.
The organization provides loans to its clients in the normal course of its operations.

Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument
will fluctuate because of changes in market prices. Market risk comprises three
types of risk: currency risk, interest rate risk and other price risk. The organization
is not exposed to these risks.

Lease Commitments

The organization's total obligations for the occupied premises are as follows:

2019 $ 25,475
2020 $ 19,411
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GEORGE & ASSOCIATES 113 SECOND STREET S.W.
CHARTERED PROFESSIONAL ACCOUNTANTS INC. BOX 567, CARMAN, MB.

ROG 0J0
204-745-3380
office@dfgeorge.ca

INDEPENDENT AUDITORS' REPORT
ON COMPLIANCE WITH AGREEMENT

To Western Economic Diversification

We have audited the Community Futures Heartland Inc.'s compliance as at March 31, 2018
with the criteria established in the Contribution Agreement between Western Economic
Diversification and Community Futures Heartland Inc. dated April 1, 2015. Compliance
with the criteria established by the provisions of the agreement is the responsibility of the
Board of Directors of Community Futures Heartland Inc. Our responsibility is to express

an opinion on this compliance based on our audit.

We conducted our audit in accordance with Canadian generally accepted auditing standards.
Those standards require that we plan and perform an audit to obtain reasonable assurance
whether Community Futures Heartland Inc. has complied with the criteria established by

the provisions of the agreement referred to above. Such an audit includes examining, on

a test basis, evidence supporting compliance, evaluating the overall compliance with the
agreement, and where applicable, assessing the accounting principles used and

significant estimates made by management.

In our opinion, as at March 31, 2018 Community Futures Heartland Inc. is in compliance, in all
material respects with the criteria established by the Contribution Agreement.

ﬁm e ¥ e

Carman, Manitoba George & Associates
June 19, 2018 Chartered Professional Accountants Inc.
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