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Independent Auditor's Report

To the Directors of Community Futures Westman Inc.

Qualified Opinion

We have audited the accompanying financial statements of Community Futures Westman Inc.,
which comprise the statement of financial position as at March 31, 2019, and the statement of
operations, statement of changes in net assets and statement of cash flows for the year then
ended, and a summary of significant accounting policies.

In our opinion, except for the possible effects of the matter described in the Basis for Qualified
Opinion section of our report, the accompanying financial statements present fairly, in all material
respects, the financial position of the Organization as at March 31, 2019, 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 Qualified Opinion

As disclosed in note 6, the organization has loans receivable bearing interest at rates from 0% to
9.75%.  These amounts were not measured at fair value at their inception, which constitutes a
departure from Canadian accounting standards for not-for-profit organizations which require that
when a financial asset is originated or assumed in an arm's length transaction, an organization
measure it at its fair value.  A fair value determination would have taken into account the market
rate of interest for similar assets and liabilities over the expected life of these instruments.  The
difference between the face value of the instruments and their fair value at inception would have
been recorded as revenue over the term of the instrument.  As information on the fair value of
these instruments was not available to us, we were unable to quantify the effects of this departure
on the loans receivable as at March 31, 2019 and 2018, accrued interest income, and the excess
of revenues over expenses for the years then ended, and net assets as of April 1 and March 31 for
both the 2019 and 2018 years.  Our audit opinion on the financial statements for the year ended
March 31, 2018 was modified accordingly because of this matter.

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 qualified audit opinion. 

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 the financial statements, management is responsible for assessing the Organization’s
ability to continue as a going concern, disclosing, as applicable, matters related to 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 but to do so. 
Those charged with governance are responsible for overseeing the Organization’s financial
reporting process. 
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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. 

Chartered Professional Accountants

Brandon, Manitoba
May 29, 2019
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Community Futures Westman Inc.
Statement of Financial Position

March 31

Invested in
Capital
Assets

Restricted
Investment

Fund Unrestricted 2019 2018

Assets

Current Assets
Cash $ - $ 1,055,303 $ 333,063 $ 1,388,366 $ 1,530,200
Cash - restricted (Note 2) - 305,295 - 305,295 201,039
Short-term investment (Note 3) - 76,425 - 76,425 75,000
Accounts receivable (Note 4) - 854 6,401 7,255 10,124
Prepaid expenses - - 861 861 2,994
Current portion of loans receivable - 397,372 - 397,372 623,918
Other assets - 5,000 - 5,000 5,000

- 1,840,249 340,325 2,180,574 2,448,275

Property, plant and equipment
(Note 5) 772,476 - - 772,476 791,847
Loans receivable (Note 6) - 2,510,523 - 2,510,523 2,084,394

$ 772,476 $ 4,350,772 $ 340,325 $ 5,463,573 $ 5,324,516

Liabilities

Current Liabilities
Bank indebtedness $ - $ - $ - $ - $ -
Accounts payable (Note 8) - 5,028 15,387 20,415 19,786
Demand loan (Note 9) 255,218 - - 255,218 278,390
Deferred revenue (Note 10) - - 26,791 26,791 2,048

255,218 5,028 42,178 302,424 300,224

Net Assets
Unrestricted - - 298,147 298,147 224,194
Invested in capital assets 517,258 - - 517,258 513,457
Restricted investment - 4,345,744 - 4,345,744 4,286,641

517,258 4,345,744 298,147 5,161,149 5,024,292

$ 772,476 $ 4,350,772 $ 340,325 $ 5,463,573 $ 5,324,516

On behalf of the Board of Directors:

_________________________________________

_________________________________________

The accompanying notes and schedules are an integral part of these financial statements.
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Community Futures Westman Inc.
  Statement of Changes in Net Assets

For the year ended March 31

Invested in
capital
assets

Restricted
Investment

fund Unrestricted
2019
Total

2018 
Total

Balance, beginning of year, as previously reported $ 513,457 $ 4,286,641 $ 224,194 $ 5,024,292 $ 4,838,505

Excess (deficiency) of revenues over expenditures (35,264) 59,103 113,018 136,857 185,787
Capital asset purchases 15,893 - (15,893) - -
Repayment of demand loan 281,405 - (281,405) - -
Proceeds from demand loan (258,233) - 258,233 - -

Balance, end of year $ 517,258 $ 4,345,744 $ 298,147 $ 5,161,149 $ 5,024,292

The accompanying notes and schedules are an integral part of these financial statements.
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 Community Futures Westman Inc.
Statement of Operations

For the year ended March 31 2019 2018

Revenue
Western Economic Diversification Canada $ 296,913 $ 296,913
Interest 199,340 187,756
Province of Manitoba 27,750 22,000
Rent 153,163 148,977
Other 135,666 149,271

812,832 804,917

Expenses
Amortization of capital assets 35,264 37,538
Bad debt expense 113,173 95,180
Other 253,593 220,455
Salaries and benefits 273,945 265,957

675,975 619,130

Excess of revenues over expenses for the year $ 136,857 $ 185,787

Excess of revenues over expenses for the year attributed to:
Unrestricted Fund (Page 15) $ 113,018 $ 142,169
Restricted Fund (Page 16) 59,103 81,155
Invested in capital assets (35,264) (37,537)

$ 136,857 $ 185,787

The accompanying notes and schedules are an integral part of these financial statements.
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Community Futures Westman Inc.
 Statement of Cash Flows

For the year ended March 31 2019 2018

Cash Flows from Operating Activities
Excess of revenues over expenses for the year $ 136,857 $ 185,787

Amortization of capital assets 35,264 37,538

172,121 223,325

Changes in non-cash working capital balances
Accounts receivable 2,870 (5,250)
Prepaid expenses 2,133 (1,879)
Accounts payables and accruals 629 (916)
Deferred revenue 24,743 (24,743)

30,375 (32,788)

202,496 190,537

Cash Flows from Investing Activities
Capital asset purchases (15,893) (15,676)
Loan payments received (advanced) (199,584) 73,884
Purchase of term deposit - -
Repayments of investment funds (1,425) -

(216,902) 58,208

Cash Flows from Financing Activities
Repayment of demand loan (281,405) (21,013)
Advances of demand loan 258,233 -

Increase (decrease) in cash and cash equivalents during the year (37,578) 227,732

Cash and cash equivalents, beginning of year 1,731,239 1,503,507

Cash and cash equivalents, end of year $ 1,693,661 $ 1,731,239

Represented by
Cash $ 1,388,366 $ 1,530,199
Cash - Restricted 305,295 201,040

$ 1,693,661 $ 1,731,239

Supplementary Financial Information

Interest paid on current liabilities $ 14,834 $ 16,060

The accompanying notes and schedules are an integral part of these financial statements.
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Community Futures Westman Inc.
Notes to Financial Statements

March 31, 2019

1. Nature of Operations and Summary of Significant Accounting Policies 

Nature of Operations Community Futures Westman is a community based
organization incorporated without share capital under the laws
of the Province of Manitoba. The organization is incorporated as
a not-for-profit organization. Any surplus it generates is non-
taxable.

The Government of Canada, through the Department of
Western Economic Diversification, provides financial assistance
to the organization pursuant to an agreement dated April 1,
1996. The organization's purpose is to support community
economic development, diversify the economy, support the
creation and expansion of small and medium sized enterprises,
maintain and create new employment and maintain the
Minister's capacity to deliver business services to rural
communities in western Canada. 

Basis of Accounting These financial statements have been prepared using Canadian
accounting standards for not-for-profit organizations.

Financial Instruments Financial instruments are recorded at fair value when acquired
or issued.  In subsequent periods, financial instruments are
reported at cost or amortized cost less impairment, if applicable.
Financial assets are tested for impairment when changes in
circumstances indicate the asset could be impaired.
Transaction costs on the acquisition, sale or issue of financial
instruments are charged to the financial instrument for those
measured at amortized cost.   

Capital Assets Capital assets are stated at cost less accumulated amortization.
Amortization is provided for on a straight-line basis in
accordance with the following rates:

Buildings 5 % straight-line balance basis
Furniture and fixtures 20 % straight-line balance basis
Signage 20 % straight-line balance basis
Computer equipment 33 % straight-line balance basis
Video conference equipment 20 % straight-line balance basis
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Community Futures Westman Inc.
Notes to Financial Statements

March 31, 2019

1. Nature of Operations and Summary of Significant Accounting Policies (continued)

Revenue Recognition The organization follows the restricted fund method of
accounting for restricted contributions.  Restricted contributions
related to general operations are recognized as revenue of the
unrestricted fund in the year in which the related expenses are
incurred.

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

Investment income earned of the non-repayable portion of the
investment fund is recognized as revenue in the investment
fund when earned.

Fund Accounting In order to ensure observance of limitations and restrictions
placed on use of resources available to the not-for-profit
organization, the accounts are maintained on a fund
accounting basis. Accordingly, resources are classified for
accounting and reporting purposes into funds. These funds are
held in accordance with the objectives specified by the
contributors or in accordance with the directives issued by the
Board of Directors.

Three funds are maintained - unrestricted fund, restricted
investment fund and invested in capital assets fund.

The unrestricted fund accounts for the organization's program
delivery and administrative activities. This fund reports
unrestricted resources and restricted operating grants.

The restricted investment fund accounts for the investment
activities to promote new business or the expansion of existing
businesses. Investment funds are segregated into repayable
and non-repayable funds. These amounts are externally
restricted by Western Economic Diversification.

The invested in capital assets fund accounts for the capital
assets of the organization.

8



Community Futures Westman Inc.
Notes to Financial Statements

March 31, 2019

1. Nature of Operations and Summary of Significant Accounting Policies (continued)

Use of Estimates The preparation of financial statements in accordance with
Canadian generally accepted accounting principles for not-for-
profit organizations requires management to make estimates
and assumptions that affect the reported amounts of assets
and liabilities at the date of the financial statements, and the
reported amounts of revenues and expenses during the
reporting period.  Actual results could differ from
management's best estimates as additional information
becomes available in the future.

Estimates are made by management regarding the allowance
for doubtful loans and the amortization rates of capital assets.

Measurement Uncertainty The organization provides loans to small business in the
Brandon area. These loans are secured by chattel mortgage,
personal guarantees, or a second mortgage. As the valuation
of the underlying security cannot be ascertained with any
degree of accuracy, measurement uncertainty exists in the
valuation of loans and the allowance for loan impairment.

2. Restricted Cash        

2019 2018

Repayable        $ 297,322 $ 193,203
Disabled / entrepreneur 7,973 7,836

$ 305,295 $ 201,039
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Community Futures Westman Inc.
Notes to Financial Statements

March 31, 2019

3. Short-Term Investment

Short-term investment consists of one term deposit with TD bank bearing interest at a rate of
1.9%, maturing September 2019.

4. Accounts Receivable          

Accounts receivable are net of an impairment allowance of $800 (2018 - $6,500).

5. Property, Plant and Equipment          

Accumulated Net Book Net Book 
Cost Amortization Value Value 

2019 2018 

Land $ 172,452 $ - $ 172,452 $ 172,452
Buildings 985,092 399,958 585,134 600,038
Furniture and fixtures 53,584 42,157 11,427 14,284
Signage 3,930 3,451 479 598
Computer equipment 20,279 17,295 2,984 4,475

$ 1,235,337 $ 462,861 $ 772,476 $ 791,847
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Community Futures Westman Inc.
Notes to Financial Statements

March 31, 2019

6. Loans Receivable         

 Non-
 Repayable Repayable Disability 2019 2018 

Loans receivable $ 2,943,485 $ 108,670 $ - $ 3,052,155 $ 2,835,072

Less: allowance for
loan impairment (144,260) - - (144,260) (126,760)

2,799,225 108,670 - 2,907,895 2,708,312
Less: current portion (382,781) (14,591) - (397,372) (623,918)

$ 2,416,444 $ 94,079 $ - $ 2,510,523 $ 2,084,394

Allowance for Loan Impairment

2019 2018

Balance, beginning of year $ 126,760 $ 143,840
Add: provision for loan impairment - -

126,760 143,840
Less: loans written off during the year (101,373) (106,760)
Add: recovery in year 118,873 89,680

Balance, end of year $ 144,260 $ 126,760

As at March 31, 2019, there were approximately 42 loans outstanding (46 in 2018), of which
10 (8 in 2018) were in arrears. The loans bear various interest rates ranging from 0% to 9.75%
per annum and mature between March 2019 and March 2029.

At March 31, 2019, the organization assessed each loan to determine its ultimate collectibility
and made specific provisions for loan impairment based on this review. 

Loans receivable and equity investments are recorded at amortized cost (net of impairment
allowance).
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Community Futures Westman Inc.
Notes to Financial Statements

March 31, 2019

7. Bank Indebtedness

The demand credit facilities have a limit of $50,000 and the full amount was unused at March
31, 2019. Interest is charged on the outstanding balance at a rate of 5% and is secured by a
general security agreement.

8. Accounts Payable        

2019 2018

Government remittances $ 7,364 $ 7,209
Trade payables 13,051 12,577

$ 20,415 $ 19,786

9. Demand Loan          

2019 2018 

Sunrise Credit Union mortgage, repayable in blended
monthly payments of $3,500, interest at 4.25%, due on
demand. $ 255,218 $ -

Sunrise Credit Union demand mortgage repaid
during the year. - 278,390

$ 255,218 $ 278,390

There is approval for up to $306,768 for future renovations to be done. The amount can be drawn
once the costs for renovations are made.

10. Deferred Revenue          
2019 2018 

Opening balance $ 2,048 $ 26,791
Recognized in year (2,048) (26,791)
Deferred in year 26,791 2,048

Ending balance $ 26,791 $ 2,048
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Community Futures Westman Inc.
Notes to Financial Statements

March 31, 2019

11. Economic Dependence       

The organization's primary source of revenue is from the grants received from Western
Economic Diversification. The organization's ability to continue viable operations is dependent
upon maintaining this funding.

12. Repayable Investment Funds        

Regular Repayable Investment Funds

The organization has received regular repayable investment funds in the amount of $432,364
from Western Economic Diversification to be used for loans, loan guarantees and equity
investments in a new business or expansion of an existing business. The maximum amount of
the loan is $150,000 for a term not exceeding five years. 

Disabled Entrepreneur Investment Fund

The organization received a repayable contribution of $200,000 from Western Economic
Diversification to be used for loans, loan guarantees and equity investments in businesses
owned by persons with disabilities. The maximum amount of the loan is $150,000 for a term
not exceeding five years.

Repayable investment funds are subject to certain covenants. As at March 31, 2019, the
organization is in compliance with such covenants. It is management's opinion that the
organization is likely to remain in compliance with all covenants throughout the next 12
months. 

13. Prior Year's Figures

The prior year's figures have been restated to conform to current year presentation.  
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Community Futures Westman Inc.
Notes to Financial Statements

March 31, 2019

14. Financial Risk Management        

The organization, as part of its operations, carries a number of financial instruments.  It is
management's opinion that the organization is not exposed to significant interest, currency,
liquidity or other price risks arising from these financial instruments except as otherwise
noted.

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.  Credit risk arises
principally from receivables.  The receivable balance is comprised of current and
long term loans to small businesses and various amounts on account.  The credit
risk is high. It is the entity's policy to assess the collectibility of the loans on a regular
basis to appropriately account for uncollectible amounts.

The accompanying notes and schedules are an integral part of these financial statements.
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 Community Futures Westman Inc.
Statement of Operations - Unrestricted

For the year ended
 
March 31 2019 2018

Revenue
Government Contributions

Business development centre
       Western Economic Diversification Canada $ 296,913 $ 296,913
Self employment assistance - Province of Manitoba
       Entrepreneurship Training Trade 27,750 22,000
Elevate Program 11,500 14,000

Other Revenue
Rent 153,163 148,977
Business incubator leases 52,500 51,975
6th street lease 25,919 25,164
Fees for services 36,681 57,673
Interest 2,696 1,157

 607,122 617,859

Expenses
6th street building 8,244 7,629
Advertising, promotion, and memberships 15,008 9,278
Bank charges and interest 999 1,001
Board meals, training and travel 8,633 5,381
Cleaning 15,843 14,671
Community economic development 20,259 22,834
Contracted services 7,850 7,675
Insurance and licenses 7,935 7,974
Interest on long-term debt 13,835 15,059
Materials, supplies and rentals 4,388 5,092
Office 284 284
Professional fees 15,198 4,886
Property and business taxes 30,697 29,792
Repairs and maintenance 15,003 14,508
Salaries and benefits 273,945 265,956
Service delivery network 9,000 7,250
Telephone and fax 3,797 4,062
Travel, meetings, and conferences 16,770 27,048
Utilities 26,416 24,944
Video conferencing boardroom - 366

494,104 475,690

Excess of revenue over expenses for the year 113,018 142,169

Transfers to investment in capital assets
Capital asset purchases (15,893) (15,676)
Repayment of demand loan (281,405) (21,013)
Proceeds from demand loan 258,233 -

Total internal transfer from net assets (39,065) (36,689)

Change in net assets for the year $ 73,953 $ 105,480
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 Community Futures Westman Inc.
Statement of Operations - Restricted Investment Fund

For the year ended
 
March 31 2019 2018

Revenue
Interest - loans $ 166,144 $ 164,119
Interest - bank 27,946 17,911
Insurance - loans 2,553 4,569
Life insurance refund 17 27
Recovery of bad debts 9,050 432

 205,710 187,058

Expenses
Bad debt expense 113,173 95,180
Creditor group insurance 3,272 4,691
Professional fees 5,032 4,806
Repossession/collection costs 615 485
Repossession/collection costs recovered 23,978 255
Service charge 537 486

146,607 105,903

Excess of revenue over expenses for the year $ 59,103 $ 81,155

The prior year's figures have been adjusted to conform with current year presentation standards.
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