


VOLUME 4 - SECTION 4

 
Page 1946




TABLE OF CONTENTS PAGE


Section 4:

CROWN ORGANIZATIONS (CONTINUED):

 - Special Operating Agencies Financing Authority........................ March 31, 2012 1948
Civil Legal Services............................................................... March 31, 2012 1977
Companies Office.................................................................. March 31, 2012 1991
Crown Lands and Property Agency....................................... March 31, 2012 2008
Food Development Centre.................................................... March 31, 2012 2021
Green Manitoba Eco Solutions.............................................. March 31, 2012 2039
Industrial Technology Centre................................................ March 31, 2012 2053

            Manitoba Education, Research and Learning
                  Information Networks ("MERLIN")................................ March 31, 2012 2068

Manitoba Securities Commission.......................................... March 31, 2012 2083
Manitoba Text Book Bureau.................................................. March 31, 2012 2099
Materials Distribution Agency................................................ March 31, 2012 2115
Office of the Fire Commissioner........................................... March 31, 2012 2133
Organization and Staff Development.................................... March 31, 2012 2159
Pineland Forest Nursery........................................................ March 31, 2012 2176
The Property Registry........................................................... March 31, 2012 2190
The Public Trustee of Manitoba............................................ March 31, 2012 2209
Vehicle and Equipment Management Agency...................... March 31, 2012 2227
Vital Statistics Agency........................................................... March 31, 2012 2244

 - Sport Manitoba Inc...................................................................... March 31, 2012 2262
 - Travel Manitoba.......................................................................... March 31, 2012 2280
 - University College of the North................................................... March 31, 2012 2293
 - University of Manitoba................................................................. March 31, 2012 2316
 - University of Winnipeg................................................................ March 31, 2012 2344
 - Venture Manitoba Tours Ltd....................................................... March 31, 2012 2379

GOVERNMENT ENTERPRISES:

 - Deposit Guarantee Corporation of Manitoba.............................. December 31, 2011 2393
 - Manitoba Hydro-Electric Board................................................... March 31, 2012 2422
 - Manitoba Lotteries Corporation................................................... March 31, 2012 2453
 - Manitoba Public Insurance Corporation...................................... February 29, 2012 2468
 - The Liquor Control Commission................................................. March 31, 2012 2514
 - Workers Compensation Board of Manitoba................................ December 31, 2011 2534

 
Page 1947



 

 
 

 
 
 
Management’s Responsibility for Financial Reporting 
 
 
The accompanying consolidated financial statements are the responsibility of the management of 
the Special Operating Agencies Financing Authority and have been prepared in accordance with 
Canadian public sector accounting standards. In management's opinion, the consolidated 
financial statements have been properly prepared within reasonable limits of materiality, 
incorporating management's best judgment regarding all necessary estimates and all other data 
available to August 24, 2012. 
 
Management maintains internal controls to properly safeguard the assets and to provide 
reasonable assurance that the books and records from which the consolidated financial 
statements are derived accurately reflect all transactions in all material respects.  
 
The responsibility of the Auditor General is to express an independent opinion on whether the 
consolidated financial statements of the Special Operating Agencies Financing Authority are fairly 
represented in accordance with Canadian public sector accounting standards. The Auditor's 
Report outlines the scope of the audit examination and provides the audit opinion. 
 
 
 
 
On behalf of Management, 
Special Operating Agencies Financing Authority 
 

Lynn Cowley, Chairperson 
August 24, 2012 
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  March 31,    March 31,  April 1,
   2012    2011      2010   

(Restated
- Note 5 & 14)

Financial Assets
Cash and cash equivalents (Note 7) 47,753$        39,491$        33,614$        
Accounts receivable (Note 8) 20,355          23,878          22,683          
Receivable from the Province of Manitoba -                   -                   1,903            
Portfolio investments 8,332            8,489            9,219            
Inventories for resale 7,682            7,269            7,082            

84,122          79,127          74,501          

Liabilities
Working capital advances (Note 9) 14,315          12,910          13,663          
Accounts payable and accruals           20,310          19,749          16,553          
Unearned revenue 5,348            5,270            6,935            
Employee future benefits (Note 10) 9,246            8,515            8,325            
Capital lease obligations (Note 11) 109              154              196              
Borrowings from the Province of Manitoba (Note 12) 97,911          92,500          82,783          

147,239        139,098        128,455        

Net Debt (63,117)         (59,971)         (53,954)         

Non-financial Assets
Inventories held for use 190              174              143              
Prepaid expenses 3,999            3,926            3,773            
Tangible capital assets (Note 13) 149,779        140,324        131,285        

153,968        144,424        135,201        

Accumulated Surplus (Note 14) 90,851$        84,453$        81,247$        

Designated assets (Note 15)
Commitments (Note 16)
Contingencies (Note 17)

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

Special Operating Agencies Financing Authority
Province of Manitoba

Consolidated Statement of Financial Position
As at March 31, 2012

(In Thousands)
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2011
Budget  Actual  Actual  

(Restated
- Note 5 & 14)

Revenue
Grants:

Province of Manitoba 5,677$          6,095$          6,384$          
Federal Government 1,675            1,957            3,514            
Other 3,326            2,667            2,301            

Total grants 10,678          10,719          12,199          
Revenue from Province of Manitoba entities 117,632        129,272        120,096        
Fees and other revenue 80,635          84,740          80,733          
Investment income 134               354               241               
Total revenue 209,079        225,085        213,269        

Expense
Personnel services 62,561          57,738          55,612          
Grants/Transfer payments 4,336            3,463            4,932            
Transportation 3,518            3,406            3,284            
Communication 7,396            6,309            6,924            
Supplies and services 66,979          77,800          71,223          
Debt servicing 4,861            4,454            4,282            
Minor capital 80                 296               321               
Amortization 24,560          24,171          23,129          
Other operating 15,721          14,870          14,926          
Total expense 190,012        192,507        184,633        

Net income before the transfer of funds
to the Province of Manitoba 19,067          32,578          28,636          

Transfer of funds to the Province of Manitoba (Note 18) 26,180          26,180          25,430          

Net income (7,113)           6,398            3,206            

Accumulated surplus, beginning of year 80,448          84,453          81,247          

Accumulated surplus, end of year 73,335$        90,851$        84,453$        

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

Special Operating Agencies Financing Authority
Province of Manitoba

Consolidated Statement of Operations and Accumulated Surplus
For the Year Ended March 31, 2012

2012   

(In Thousands)
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2011
Budget  Actual  Actual  

(Restated
- Note 5 & 14)

Net income (7,113)$         6,398$          3,206$          

Tangible capital assets 
Acquisition of tangible capital assets (37,248)         (35,553)         (33,724)         
Amortization of tangible capital assets 24,560          24,172          23,129          
Loss on disposal of tangible capital assets (963)              (472)              (669)              
Disposal of tangible capital assets 3,000            2,398            2,225            

Net change (10,651)         (9,455)           (9,039)           

Other non-financial assets
(Increase) in inventory held for use (1)                 (16)                (31)                
(Increase) in prepaid expense (300)              (73)                (153)              

Net change (301)              (89)                (184)              

(Increase) decrease in net debt (18,065)         (3,146)           (6,017)           

Net debt, beginning of year (69,232)         (59,971)         (53,954)         

Net debt, end of year (87,297)$       (63,117)$       (59,971)$       

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

Special Operating Agencies Financing Authority
Province of Manitoba

Consolidated Statement of Change in Net Debt
For the Year Ended March 31, 2012

2012   

(In Thousands)
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2012 2011
Actual Actual

(Restated
- Note 5 & 14)

Cash provided by (applied to):
Operating

Net income 6,398$          3,206$          
Amortization of tangible capital assets 24,172          23,129          
Gain on disposal of tangible capital assets (472)             (669)             

30,098          25,666          
Change in:

Accounts receivable 3,523            (1,195)           
Inventories (429)             (218)             
Accounts payable and accruals 561              3,196            
Unearned revenue 78                (1,665)           
Employee future benefits 731              190              
Prepaid expenses (73)               (153)             

Cash provided by operating activities 34,489          25,821          

Capital
Proceeds from disposal of tangible capital assets 2,398            2,225            
Acquisition of tangible capital assets (35,553)         (33,724)         
Cash applied to capital activities (33,155)         (31,499)         

Investing
Portfolio investments 157              730              
Cash provided by investing activities 157              730              

Financing                                    
Change in receivable from the Province of Manitoba -                   1,903            
Working capital advances 1,405            (753)             
Capital lease obligations (45)               (42)               
Borrowings from the Province of Manitoba 17,070          20,132          
Debt repayments to the Province of Manitoba (11,659)         (10,415)         
Cash provided by financing activities 6,771            10,825          

Increase (decrease) in cash 8,262            5,877            

Cash and cash equivalents at beginning of year 39,491          33,614          

Cash and cash equivalents at end of year 47,753$        39,491$        

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

Special Operating Agencies Financing Authority
Province of Manitoba

Consolidated Statement of Cash Flow
For the Year Ended March 31, 2012

(In Thousands)
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Special Operating Agencies Financing Authority 
Province of Manitoba 
Notes to Consolidated Financial Statements 
(In Thousands) 
 
March 31, 2012    
 

 

 
1. Nature of Organization 
 

The Special Operating Agencies Financing Authority (the "Financing Authority") is a body 
corporate established effective April 1, 1992 under The Special Operating Agencies 
Financing Authority Act.  Under the direction of the Minister of Finance, the Financing 
Authority consists of the Chairperson as its sole member and receives staff support from the 
Department of Finance. 
 
The Financing Authority provides a mechanism for funding Special Operating Agencies 
(SOAs) that operate outside the Consolidated Fund.  It functions as a non-operating holding 
company, with the mandate to hold and acquire assets required for and resulting from SOA 
operations.  It finances SOAs through contributed equity, repayable loans, and working 
capital advances.  This financial framework enables SOAs to operate in a business-like 
manner within government policy expectations. 
 
SOAs are designated by regulation under the Act and operate under a charter approved by 
the Lieutenant Governor in Council.  A management agreement between the Financing 
Authority and the Minister responsible for each SOA assigns responsibility to the agency to 
manage and account for SOA-related assets and operations on behalf of the Financing 
Authority.  SOAs remain accountable to their Minister for the results they achieve with the 
authority and resources granted. 

 
SOAs in operation during the fiscal year ended March 31, 2012 were as follows: 

 
1) Civil Legal Services, Department of Justice 
2) Companies Office, Department of Healthy Living, Seniors and Consumer Affairs 
3) Crown Lands and Property Agency, Department of Infrastructure and Transportation 
4) Food Development Centre, Department of Agriculture, Food and Rural Initiatives 
5) Green Manitoba Eco Solutions, Department of Conservation 
6) Industrial Technology Centre, Department of Innovation, Energy and Mines  
7) Manitoba Education, Research and Learning Information Networks (MERLIN), 

Department of Innovation, Energy and Mines 
8) Manitoba Securities Commission, Department of Finance 
9) Manitoba Text Book Bureau, Department of Education 
10) Materials Distribution Agency, Department of Infrastructure and Transportation 
11) Office of the Fire Commissioner, Department of Family Services and Labour 
12) Organization and Staff Development, Civil Service Commission 
13) Pineland Forest Nursery, Department of Conservation 
14) The Property Registry, Department of Healthy Living, Seniors and Consumer Affairs 
15) The Public Trustee, Department of Justice 
16) Vehicle and Equipment Management Agency, Department of Infrastructure and 

Transportation 
17) Vital Statistics Agency, Department of Healthy Living, Seniors and Consumer Affairs 
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Special Operating Agencies Financing Authority 
Province of Manitoba 
Notes to Consolidated Financial Statements 
(In Thousands) 
 
March 31, 2012    
 

 

2. Basis of Accounting  
 

As of April 1, 2011, the Financing Authority adopted Public Sector Accounting (PSA) 
Standards with a transition date of April 1, 2010.  More details on this transition are provided 
in Note 5. 
 
The adoption of PSA Standards includes early adoption of PS 1201 Financial Statement 
Presentation, PS 3041 Portfolio Investments, PS 3450 Financial Instruments, and new PS 
3410 Government Transfers.  
 

    

3. Basis of consolidation 

The consolidated financial statements reflect the assets, liabilities, revenues, and expenses 
of the reporting entity, which is composed of all SOAs as listed in Note 1 to the consolidated 
financial statements. These SOAs are controlled by the Financing Authority. Control, as 
defined by the Public Sector Accounting Board (PSAB), is the power to govern the financial 
and operating policies of the SOAs with expected benefits or the risk of loss to the Financing 
Authority from their activities. 

All inter-entity accounts and transactions between these SOAs are eliminated upon 
consolidation. 

 
    

4. Significant Accounting Policies 
 

a. Revenue 
 

(i) Government transfers 
Government transfers are recognized in the period in which the transactions or 
events occurred that gave rise to the revenues. All government transfers are 
recorded on an accrual basis, except when the accruals cannot be determined with a 
reasonable degree of certainty or when their estimation is impracticable.  

 
Government transfer with eligibility criteria but without stipulations is recognized as 
revenue when the transfer is authorized and all eligibility criteria have been met.  
 
Government transfer with or without eligibility criteria but with stipulations is 
recognized as revenue in the period the transfer is authorized and all eligibility 
criteria have been met, except when and to the extent that the stipulations give rise 
to a liability.  

 
(ii) Exchange transactions 

Product revenue is recognized when the goods are shipped or delivered and title 
and risk of loss pass to the customer. Service revenue is recognized when the 
rendering of services is completed or substantially completed. 
 

(iii) Other revenue 
All other revenues are recorded on an accrual basis. 
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Special Operating Agencies Financing Authority 
Province of Manitoba 
Notes to Consolidated Financial Statements 
(In Thousands) 
 
March 31, 2012    
 

 

4.  Significant Accounting Policies (continued) 

b. Expenses  
 

(i) Accrual accounting 
All expenses incurred for goods and services are recorded on an accrual basis.   

 
(ii) Government transfers 

Government transfers are recognized as expenses in the period in which the 
transfers are authorized and all eligibility criteria have been met by the recipient. 

 
c. Financial Assets 

 
(i) Portfolio investments 

Portfolio Investments are short-term deposits with original maturities of more 
than three months.  These investments are recognized at cost or amortized 
cost.   
 

(ii) Inventories for resale 
Inventories for resale are recorded at the lower of cost or net realizable value. 

 
d. Liabilities 

 
Liabilities are present obligations as a result of transactions and events occurring prior 
to the end of the fiscal year.  The settlement of the liabilities will result in the future 
transfer or use of assets or other form of settlement.  Liabilities are recorded at the 
estimated amount ultimately payable. 

 
e. Non-financial Assets 

Non-financial assets do not normally provide resources to discharge liabilities of the 
Financing Authority.  These assets are normally employed to provide future services. 

(i) Inventories 
Inventories held for use are classified as non-financial assets.  Inventories held 
for resale are classified as non-financial assets if it is anticipated that the sale 
will not be completed within one year.   

 
(ii) Prepaid expenses  

Prepaid expenses are payments for goods or services which will provide 
economic benefit in future periods.  The prepaid amount is recognized as an 
expense in the year the goods or services are consumed.   
 

(iii) Tangible capital assets   
Tangible Capital Assets are recognized at cost.  Cost includes the purchase 
price as well as other acquisition costs. The costs of tangible capital assets, 
less any residual value, are amortized over their estimated useful lives as 
follows:   
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Special Operating Agencies Financing Authority 
Province of Manitoba 
Notes to Consolidated Financial Statements 
(In Thousands) 
 
March 31, 2012    
 

 

4. Significant Accounting Policies (continued) 
 
Vehicles  - straight line over term of lease 
Vehicles, fire engines - 30%, declining balance 
Equipment and furniture - 6 2/3% - 20%, straight line 
 20% - 30%, declining balance 
Rental equipment  - 2 -  5 years, straight line 
Computer equipment and software - 5 - 15 years, straight line 
 20% - 30%, declining balance 
Buildings - 15 years, straight line 
 5% - 10%, declining balance 
Practical training site  - 10%, declining balance 
Leasehold improvements - 5 - 10 years, straight line 

 
f. Measurement Uncertainty 

 
The preparation of financial statements requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities, the disclosure of 
contingencies at the date of the financial statements, and the reported amount of 
revenues and expenses during the reporting period.  Actual results could differ from 
these estimates. 

g. Administrative Expenses Paid by the Province of Manitoba 
 

The Treasury Board Secretariat pays for salaries and certain operating expenses on 
behalf of the Financing Authority.  These contributions totaling $116 (2011 - $110) are 
recorded as expenses and revenue of the Financing Authority. 

 
 

    

5. First-time Adoption of Public Sector Accounting Standards 
 

In previous fiscal years, the Financing Authority classified itself as a Government Business-
Type Organization (GBTO) and followed the recommendations of the Canadian Institute of 
Chartered Accountants (CICA) Accounting Handbook - Part V. In October 2009, the Public 
Sector Accounting Board (PSAB) determined that the category will cease to exist for fiscal 
years ending on or after January 1, 2011, and GBTOs are required to reclassify themselves 
in accordance with Public Sector Accounting (PSA) Standards. In accordance with 
recommendations of the Public Sector Accounting Handbook, the Financing Authority has 
determined that it is an “other government organization” and has determined that PSA 
Standards are the most appropriate framework for reporting purposes. 
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Special Operating Agencies Financing Authority 
Province of Manitoba 
Notes to Consolidated Financial Statements 
(In Thousands) 
 
March 31, 2012    
 

 

5.  First-time Adoption of Public Sector Accounting Standards (continued) 
 

These new standards were required to be applied retroactively. The impacts of this change 
are as follows: 

  March 31, 2011  April 1, 2010 
a) Cash and cash equivalents      

Cash and short-term deposits as per previous 
financial statements 

 
$39,036  $35,183 

Add:   customer deposits  1,558  1,431 
Less:  amounts reclassified from short-term 

deposits to portfolio investments 
 

       (1,103)         (3,000) 
Cash and cash equivalents as per PSA 

Standards 
 

$39,491  $33,614 
 

b) Portfolio investments      
Portfolio investments as per previous financial 

statements 
 

$          -  $          - 
Add:  amounts reclassified from short-term 

deposits to portfolio investments 
 

       1,103  3,000 
Add:  amounts reclassified from designated 

assets to portfolio investments 
- Note (i) 

 

      7,386  6,219 
Portfolio investments as per PSA Standards  $8,489  $9,219 

     
c) Accounts payable and accruals     

Accounts payable and accruals as per previous 
financial statements 

 
$18,907  $16,701 

Add: reclassified from unearned revenue    250  - 
Add:  other reclassifications  2  9 
Less:  consolidation adjustments (ii)  (157)  (157) 

Balance as per PSA Standards   19,002  16,553 
   Correction of errors (Note 14a)  747  - 
   Balance per Consolidated Statement of 

Financial Position 
 

$19,749  $16.553 
     

d) Unearned revenue     
Unearned revenue and deferred contributions 

as per previous financial statements 
 

$21,596  $21,920 
Less: government transfers previously deferred 

- Note (iii) 
 

  (14,138)   (13,235) 
Less:  reclassified to borrowings - Note (iv)  (1,575)  (1,750) 
Less:  asset write-down previously recorded in 

deferred contributions  
 

(363)  - 
Less:  reclassified to accounts payable  (250)  - 

Unearned revenue as per PSA Standards  $  5,270  $  6,935 
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Special Operating Agencies Financing Authority 
Province of Manitoba 
Notes to Consolidated Financial Statements 
(In Thousands) 
 
March 31, 2012    
 

 

  March 31, 2011  April 1, 2010 
 

e) Employee future benefits     
Severance liability as per previous financial 

statements 
 

$ 7.430  $ 7,240 
Add:  sick pay benefits - Note (v)    1,085   1,085 

Employee future benefits as per PSA Standards  $ 8,515  $ 8,325 
 

f) Borrowings     
Borrowings as per previous financial statements  $ 90,925  $ 81,033 
Add:  reclassified from deferred contributions - 

 Note (iv) 
 

  1,575    1,750 
Borrowings as per PSA Standards  $ 92,500  $ 82,783 

     
g) Intangible assets      

Intangible assets as per previous financial 
statements 

 
$1,314  $105 

Less:  intangible assets written off  (60)  (92) 
Less:  amounts reclassified to tangible capital 

assets 
 

       (1,254)         (13) 
Intangible assets as per PSA Standards  $       -  $    - 

 
h) Tangible capital assets      

Tangible capital assets as per previous financial 
statements 

 
$139,433  $131,272 

Add:  amounts reclassified from intangible 
assets 

  
1,254 

  
13 

Less: asset write-down previously recorded in 
deferred contributions 

 
       (363)         - 

Tangible capital assets as per PSA Standards  $140,324  $131,285 
 

i) Accumulated surplus      
Equity as per previous financial statements  $72,716  $70,275 
Add:  government transfers previously deferred 

- Note (iii) 
 

  14,138   13,235 
Less:  sick pay benefits - Note (v)    (1,085)  (1,085) 
Less:  write-off of intangible assets  (60)  (92) 
Accumulated surplus as per PSA Standards 

(Note 14a) 
 

$85,709  $82,333 
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Special Operating Agencies Financing Authority 
Province of Manitoba 
Notes to Consolidated Financial Statements 
(In Thousands) 
 
March 31, 2012    
 

 

5.  First-time Adoption of Public Sector Accounting Standards (continued) 
 

j) Net income 
Year ended 

March 31, 2011 
Net income as per previous financial statements $27,899 
Add:   change in government transfers previously deferred - Note (iii)         1,266 
Add:   amortization of intangible assets written off 32 
Less:  transfer of funds to the Province of Manitoba previously shown as a 

reduction of retained earnings - Note (vi)    (25,430) 
Less: expenses previously recorded in a reserve fund - Note (vii)          (28) 
Less:  asset write-down previously recorded in deferred contributions (363) 
Net income as per PSA Standards (Note 14a)   $  3,376 

 
Notes: 

 
(i) PSA Standards require information about designated assets to be disclosed in the 

notes, and not on the consolidated statement of financial position. Therefore, 
designated assets previously classified as “long-term investments” and “restricted 
deposits” are reclassified to “portfolio investments” on the consolidated statement of 
financial position, with the information disclosed in Note 15. 
 

(ii) The financial statements of the Financing Authority were previously presented on a 
combined basis, with no elimination of inter-entity balances and transactions.  These 
financial statements are now prepared on a consolidation basis. All inter-entity accounts 
and transactions between the SOAs are eliminated upon consolidation. 
 

(iii) Government assistance towards the acquisition of tangible capital assets was 
previously deferred and amortized over the life of the related asset.  Under PSA 
Standards, government transfers are recognized as revenue when the transfers are 
authorized and any eligibility criteria are met, to the extent the transfers have any 
stipulations that give rise to a liability. 

 
(iv) Included in total deferred contributions per the previous financial statements was a loan 

from the Province of Manitoba that is recognized as liability under PSA standards. 
 

(v) Under the previous accounting standards, the Financing Authority was not required to 
accrue a liability for sick pay benefits that accumulated but did not vest. However, PSA 
Standards require accrual of non-vesting sick pay benefits as they are earned by 
employees. 

 
(vi) Transfer of funds to the Province of Manitoba (Note 18) is now presented as an 

expense in the consolidated statement of operations.  In the previous financial 
statements, this transfer was presented as a reduction of retained earnings. 

 
(vii) Expenses previously recorded in a reserve fund as part of the retained earnings are 

now reflected in the consolidated statement of operations. 
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Special Operating Agencies Financing Authority 
Province of Manitoba 
Notes to Consolidated Financial Statements 
(In Thousands) 
 
March 31, 2012    
 

 

6. Financial Instruments and Financial Risk Management  
 

Measurement 

Financial instruments are classified into one of the two measurement categories: (a) fair 
value; or (b) cost or amortized cost. 

The Financing Authority records its financial assets at cost or amortized cost, which include 
cash and cash equivalents, accounts receivable and portfolio investments. The Financing 
Authority also records its financial liabilities at cost or amortized cost, which include working 
capital advances, accounts payable and borrowings.      

Gains and losses on financial instruments measured at fair value are recorded in 
accumulated surplus as remeasurement gains and losses until realized. Upon disposition of 
the financial instruments, the cumulative remeasurement gains and losses are reclassified to 
the consolidated statement of operations. Gains and losses on financial instruments 
measured at cost or amortized cost are recognized in the consolidated statement of 
operations in the period the gain or loss occurs.   

The Financing Authority does not incur any remeasurement gains and losses during the year 
(2011 - $nil). 

 
Financial risk management - overview 
 
The Financing Authority has exposure to the following risks from its use of financial 
instruments: credit risk; liquidity risk and market risk; interest risk; and foreign currency risk. 

 
Credit risk  

 
Credit risk is the risk that one party to a financial instrument fails to discharge an obligation 
and causes financial loss to another party.  Financial instruments which potentially subject 
the Financing Authority to credit risk consist principally of cash and cash equivalents, 
accounts receivable, and portfolio investments.   
 
The maximum exposure of the Financing Authority to credit risk at March 31 is: 
 

   2012    2011 
Cash and cash equivalents  $47,753   $39,491  
Accounts receivable 20,355  23,878 
Portfolio investments 8,332  8,489 

 $76,440  $71,858 
    

Cash and cash equivalents, and portfolio investments: The Financing Authority is not 
exposed to significant credit risk as these amounts are held by the Minister of Finance or a 
Chartered Bank. 

 
Accounts receivable: The Financing Authority is not exposed to significant credit risk as the 
majority of its accounts receivable are with related entities. The balance is due from a large 
client base, and payment in full is typically collected when it is due.  The Financing Authority 
manages this credit risk through close monitoring of credit applications and overdue 
accounts.  
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Special Operating Agencies Financing Authority 
Province of Manitoba 
Notes to Consolidated Financial Statements 
(In Thousands) 
 
March 31, 2012    
 

 

6.    Financial Instruments and Financial Risk Management (continued) 
 

The Financing Authority establishes an allowance for doubtful accounts that represents its 
estimate of potential credit losses.  The allowance for doubtful accounts is based on 
management’s estimates and assumptions regarding current market conditions, customer 
analysis and historical payment trends. These factors are considered when determining 
whether past due accounts are allowed for or written off.  

 
The change in the allowance for doubtful accounts during the year was as follows: 
 

    2012  2011  
Balance, beginning of the year $  533  $  691 
Provision for receivable impairment 24  109 
Amounts written off ( 16)  ( 267) 
Balance, end of the year $ 541  $ 533 

 
Liquidity risk  

 
Liquidity risk is the risk that the Financing Authority will not be able to meet its financial 
obligations as they come due.   
 
The Financing Authority manages liquidity risk by maintaining adequate cash balances and 
by review from the Province of Manitoba to ensure adequate funding will be received to meet 
the obligations. 

 
Market risk  

 
Market risk is the risk that changes in market prices, such as interest rates and foreign 
exchange rates, will affect the Financing Authority’s income or the fair values of its financial 
instruments.   

 
Interest rate risk  

 
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument 
will fluctuate because of changes in market interest rates.  The interest rate exposure 
relates to funds on deposit, portfolio investments and borrowings.   
 
The interest rate risk on funds on deposit is considered to be low because of their short-
term nature.  The interest rate risk on portfolio investments is considered low as the 
original deposits are reinvested at rates for investments with similar terms and conditions. 
 
The Financing Authority manages its interest rate risk on long-term debt through the 
exclusive use of fixed rate terms for its long-term debt.   A one percent (100 basis points) 
movement in interest rates on the working capital advances for an entire year would 
increase/decrease debt servicing costs by $136 (2011 - $133).  

 
Foreign currency risk 

 
Foreign currency risk is the risk that the fair value or future cash flows of a financial 
instrument will fluctuate because of changes in foreign exchange rates.  The Financing 
Authority is not exposed to significant foreign currency risk as it does not have any 
financial instruments denominated in foreign currency.   
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Special Operating Agencies Financing Authority 
Province of Manitoba 
Notes to Consolidated Financial Statements 
(In Thousands) 
 
March 31, 2012    
 

 

7. Cash and Cash Equivalents 

Cash and cash equivalents include cash on hand, balances with banks and short-term 
deposits with original maturities of three months or less. 

    
   2012     2011 

Restricted  $   9,858   $   9,401 
Unrestricted 37,895  30,090 
Total cash and cash equivalents $ 47,753  $ 39,491 

 
The restricted balance represents primarily the amount of customer deposits held in a 
separate bank account.  These deposits are unearned revenue until services are provided.   

 
    

8. Accounts Receivable 
 
    2012    2011 

Trade    $17,661  $18,975 
Insurance agency rebate    627  604 
Other    2,067  4,299 

    $20,355  $23,878 
 
    

9. Working Capital Advances 
 

The Minister of Finance, with Lieutenant-Governor-in-Council approval by Orders in Council, 
has arranged for working capital advances to be available to the Financing Authority.  The 
aggregate of the outstanding advances is not to exceed $33,120 (2011 - $31,620) at any one 
time.  As at March 31, 2012, $14,315 (2011 - $12,910) was advanced, leaving an unused 
balance of $18,805 (2011 - $18,710). These advances bear interest at prime less 1% and 
are not secured by specific assets. 

 
    
 
10. Employee Future Benefits 

 
    2012    2011 

Pension benefits    $          -    $          -   
Severance benefits    8,161  7,430 
Sick pay benefits    1,085  1,085 

    $ 9,246  $ 8,515 
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10.   Employee Future Benefits (continued) 
 

Pension benefits 
 

Employees of SOAs are eligible for pension benefits in accordance with the provisions of the 
Civil Service Superannuation Act (CSSA), administered by the Civil Service Superannuation  
 
Board (CSSB). The CSSA established a defined benefit plan to provide benefits to 
employees of the Manitoba Civil Service and to participating agencies of the Government, 
including the special operating agencies, through the Civil Service Superannuation Fund. 
 
Pursuant to an agreement with the Province of Manitoba, the SOAs are required to pay to 
the Province an annual amount equal to the current pension contributions of their 
employees. The amount paid for 2012 is $2,907 (2011 - $2,786). Under this agreement, the 
pension liability is the responsibility of the Province, and these SOAs have no further pension 
liability. 
 
Severance benefits  

 
Effective April 1, 1998 or the date of their creation, whichever is later; SOAs began recording 
accumulated severance pay benefits for their employees. The amount of their severance pay 
obligations is based on actuarial calculations. The periodic actuarial valuations of these 
liabilities may determine that adjustments are needed to the actuarial calculations when 
actual experience is different from that expected and/or because of changes in actuarial 
assumptions used. The resulting actuarial gains or losses are amortized over the expected 
average remaining service life of the related employee group. 
 
An actuarial report was completed for the severance pay liability as of March 31, 2011. The 
report provides a formula to update the liability on an annual basis. The special operating 
agencies’ actuarially determined net liability for accounting purposes as at March 31, 2012 is 
$8,161 (2011 - $7,430). The actuarial loss of $462 based on actuarial reports is being 
amortized over the 15 year expected average remaining service life (EARSL) of the 
employee group. 
 
Significant long-term actuarial assumptions used in the March 31, 2011 valuation, and in the 
determination of the March 31, 2012 present value of the accrued severance benefit 
obligation were: 
 
Annual rate of return   

inflation component 2.00%  
real rate of return 4.00%  

 6.00%  
Assumed salary increase rates   

annual productivity increase 1.00%  
annual general salary increase 2.75%  

 3.75%  
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10.   Employee Future Benefits (continued) 
 
The severance benefit liability at March 31 includes the following components: 

 
    2012    2011 

Accrued benefit liability    $8,464  $7,751 
Less: unamortized actuarial losses    (303)  (321) 
Severance benefit liability    $8,161  $7,430 

 
 

The total expenses related to severance benefits at March 31 includes the following 
components:  

    2012    2011 
Interest on obligation    $507  $532 
Current period benefit cost    254  229 
Amortization of actuarial gain over EARSL    31  41 
Total expense related to severance benefit    $792  $802 
 
Sick pay benefits 

 
The Financing Authority provides sick leave benefits for employees that accumulate but do 
not vest. The accrued benefit obligation related to sick leave entitlement earned by 
employees is determined using a valuation model developed by an actuary.  The valuation is 
based on employee demographics, sick leave usage and actuarial assumptions.  These 
assumptions include a 6.00% annual return and a 3.75% annual salary increase. 
 

    
 

11. Capital Lease Obligations  
 

   2012   2011 
Polaris Leasing Ltd., capital lease due November 1, 2013, 
interest at 7.318% per year with annual principal and 
interest payments of $43 for the first 4 years and a final 
payment of $79 in 2014 

$  109  $  141 

    
CTYS Lease and Rental, capital lease due March 15, 
2012, interest at 7.486% per year with annual principal 
and interest payments of $14 for three years 

-  13 

 $  109  $  154 
          

Capital lease obligations are secured by equipment under lease. The future minimum lease 
payments for the next two years are as follows: 

 
2013  $ 35 
2014  74 
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12. Borrowings from the Province of Manitoba  
         

Instalment Amount  Interest Rate  Maturity  Date         2012         2011 
         

Repayable in monthly instalments of principal plus interest:   
6  5.125%  Jul 31, 2023  $      859  $      935 
3  4.875%  Jul 31, 2023  371  404 
2  4.875%  Jul 31, 2023  243  264 
1  3.875%  Jan 31, 2021  134  149 

   
Repayable in quarterly instalments of principal plus interest:   

33  4.000%  Mar   1, 2021  1,197  1,330 
49  3.000%  Mar 30, 2022  1,970  - 

 
Repayable in semi-annual instalments of principal and interest: 

137   4.875%  Sep 30, 2011           -           133 
102   4.750%  Sep 30, 2011  -   100  
475   4.625%  Mar 31, 2012  -   919  
137   4.750%  Sep 30, 2012  133            391  
142  5.000%  Sep 30, 2012  138  405  
345   4.000%  Mar 31, 2013        670         1,314  
140   4.050%  Sep 30, 2013           404            660  
355   3.875%  Sep 30, 2013        1,025        1,677  
376   2.625%  Sep 30, 2014        1,807         2,498  
148   4.875%  Mar 31, 2015        814         1,060  
215   2.625%  Mar 31, 2015        1,231         1,621  
117   4.125%  Sep 30, 2015        755        951  
482   2.500%  Sep 30, 2015        3,208         4,075  
271   2.563%  Sep 30, 2016      2,292       2,767  
581  2.050%  Sep 30, 2016  4,975  - 
186  3.450%  Mar 31, 2017        1,695         2,000  
213  2.375%  Mar 31, 2017  2,000  - 
269  2.250%  Sep 30, 2017  2,765  - 
237   4.875%  Sep 30, 2023  4,133   4,396  
102  3.400%  Sep 30, 2023  1,932  - 
334   5.000%  Mar 31, 2024        5,982         6,338  
192   4.875%  Mar 31, 2024        3,457         3,665  

2,018  4.875%  Mar 31, 2024      36,338       38,521  
162   4.500%  Sep 30, 2024        3,066        3,246 
201  4.000%  Sep 30, 2025  4,161  4,389 
162  4.550%  Mar 31, 2026  3,333  3,500 
80  5.000%  Mar 31, 2030        1,877         1,940  
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12. Borrowings from the Province of Manitoba (continued) 
 

 
 

Repayable in annual instalments of principal plus interest: 

  

253  2.000%  Sep 30, 2011  -  253 
18  5.800%  Apr 30, 2017  106  124 

175  5.625%  May 30, 2019  1,400  1,575 
60  4.200%  Mar 31, 2026  840  900 

113  3.400%  Mar 31, 2027  1,700  - 
 
Repayment terms to be determined: 

   

-  Prime less 0.75%                      - 900  - 
      $ 97,911  $ 92,500 
         

 
Interest cost is measured using the effective interest method. Principal repayments in each 
of the next five years are as follows: 

  
2013  $11,881 
2014  10,810 
2015  10,291 
2016  8,927 
2017  7,775 

 
Loan authority availability was approved for the following agencies (listed in the following 
table): 
 

Under the Loan Act, 2010 
Food Development Centre $    900   

    
Under the Loan Act, 2011    

Vehicle and Equipment Management Agency 23,100   
The Property Registry 4,100   
Companies Office 1,970   
Vital Statistics Agency 500   
Industrial Technology Centre 910   
Pineland Forest Nursery 285   

Total loan authority $ 31,765   
 

Of the $31,765 in available loan authority, $17,070 was drawn down at various times during 
the year, leaving $14,695 of loan authority availability unutilized. 
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13. Tangible Capital Assets 
 

Opening Closing
Balance Additions Disposals Balance

Cost
Vehicles (signed lease agreement) 208,801        26,182        15,580        219,403      
Vehicles, fire engines 2,555            148             36               2,667         
Equipment and furniture 20,227          958             12               21,173       
Rental equipment 8,930            675             -              9,605         
Computer equipment and 11,789          3,293          17               15,065       
software
Buildings 20,319          101             -              20,420       
Practical training site 5,655            4,100          -              9,755         
Leasehold improvements 2,673            96               -              2,769         
Total cost 280,949        35,553        15,645        300,857      

Opening Closing
Balance Amortization Disposals Balance

Accumulated Amortization
Vehicles (signed lease agreement) 98,902          19,558        13,669        104,791      
Vehicles, fire engines 1,982            211             32               2,161         
Equipment and furniture 12,598          1,248          3                13,843       
Rental equipment 7,508            885             -              8,393         
Computer equipment and 7,696            959             15               8,640         
software
Buildings 8,330            1,085          -              9,415         
Practical training site 1,411            98               -              1,509         
Leasehold improvements 2,198            128             -              2,326         
Total Accumulated amortization 140,625        24,172        13,719        151,078      

Net 140,324        11,381        1,926          149,779      

2012
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13.   Tangible Capital Assets (continued) 
 
 

Opening Closing
Balance Additions Disposals Balance

Cost
Vehicles (signed lease agreement) 196,428        21,740        9,367          208,801      
Vehicles, fire engines 2,488            67               -              2,555         
Equipment and furniture 21,729          4,199          5,701          20,227       
Rental equipment 8,128            802             -              8,930         
Computer equipment and 9,905            2,722          838             11,789       
software
Buildings 19,491          828             -              20,319       
Practical training site 2,346            3,309          -              5,655         
Leasehold improvements 2,616            57               -              2,673         
Total cost 263,131 33,724 15,906 280,949

Opening Closing
Balance Amortization Disposals Balance

Accumulated Amortization

Vehicles (signed lease agreement) 93,011          14,035        8,144          98,902       
Vehicles, fire engines 1,734            248             -              1,982         
Equipment and furniture 11,704          5,476          4,582          12,598       
Rental equipment 6,607            901             -              7,508         
Computer equipment and 7,307            1,091          702             7,696         
software
Buildings 7,194            1,136          -              8,330         
Practical training site 1,303            108             -              1,411         
Leasehold improvements 2,064            134             -              2,198         
Total Accumulated amortization 130,924 23,129 13,428 140,625

Net 132,207        10,595        2,478          140,324      

2011
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14. Accumulated Surplus 
 

a)   Correction of errors 
 
During the year, the Financing Authority identified and corrected errors relating to the 
recognition of grant revenue previously reported in prior year financial statements. This 
has resulted in a decrease in the 2011 accumulated deficit of $1,256 (2010 - $1,086), a 
decrease in the 2011 accounts receivable of $509 (2010 - $1,086), an increase of the 
2011 accrued liabilities of $747 (2010 - $nil), and a decrease of the 2011 net income of 
$170.  Accumulated surplus balances for the previous two years and the 2011 net income 
as restated as follows: 

 
Accumulated surplus   March 31, 2011  April 1, 2010 

Accumulated surplus as per PSA Standards 
(Note 5i) 

 $85,709  $82,333 

Less:  correction of errors  (1,256)  (1,086) 
Accumulated surplus as restated   $84,453  $81,247 

 

Net income 
Year ended 

March 31, 2011 
Net income as per PSA Standards (Note 5j) $3,376 
Less:  correction of errors (170) 
Net income as restated   $  3,206 

 
b)   Reserve funds 

 
The Financing Authority has allocated $846 of its accumulated surplus (2011 - $1,220) 
for reserve funds that are internally designated for the following purposes: 

(i) Food Development Centre 

Based on approvals from Treasury Board, the Centre has allocated $96 (2011 - 
$470) of its accumulated surplus for reserve funds that are internally designated for 
the commercial and training expansion program. 

 
(ii)   Manitoba Securities Commission 

 
The Manitoba Securities Commission has designated $750 of its portfolio 
investments (2011 - $750) as a reserve fund to provide for extraordinary regulatory 
expenses and changes in market activity affecting revenue.   
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15. Designated Assets 

Designated assets are distinct from restricted assets. Unlike restricted assets, the Financing 
Authority can readily change its by-law or resolution and use the designated assets for 
another purpose if the need arises. The Financing Authority has allocated $7,620 (2011 - 
$7,392) of its portfolio investments as designated assets for the following purposes: 

a) The Manitoba Securities Commission maintains separate deposits of $750 (2011 - 
$750) to fund expenses which may arise with respect to its reserve fund (Note 14b (ii)).  

b) The Financing Authority has received $6,870 ($2011 - $6,636) of cash from the 
Province of Manitoba primarily for the vacation entitlements earned by the employees of 
the SOAs prior to their designation as SOAs and the severance pay benefits 
accumulated to March 31, 1998 for certain of their employees. This amount is held in an 
interest bearing account until the cash is required to discharge the related 
liabilities.  Any unused balance is re-invested annually.  

 
    

16. Commitments 
 

Commitments for SOAs with building lease agreements at March 31, 2012 amount to $9,189 
(2011 - $10,361).   

 
Other commitments entered into by SOAs are as follows: 
    

Companies Office New system development  $       50 
Crown Lands And Property Agency Vehicle and equipment leases         39 
Office of the Fire Commissioner Vehicle leases  713 
Organization and Staff Development Learning Management System  92 
The Property Registry Equipment lease agreements  305 
   $  1,199 

 
Estimated minimum lease payments for each of the next five years are as follows: 
 

2013 $2,538 
2014 1,787 
2015 1,717 
2016 1,688 
2017 1,679 
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17. Contingencies 
 

A potential claim has been filed against Organization and Staff Development for breach of an 
agreement. In the opinion of management and legal counsel, the amount of the potential loss 
cannot be estimated, and the outcome of the claim is not determinable.  Should any loss 
result from the resolution of this claim, such loss will be charged to operations in the year of 
resolution.  
 
The Property Registry has been named in four lawsuits for which the likelihood of damages 
being awarded and the amount to be awarded is not reasonably estimable.  Should any loss 
result from the resolution of these claims, such loss will be charged to the Assurance Fund of 
Manitoba in the year of resolution. 

 
 

   

 
18. Transfer of Funds to the Province of Manitoba 
 

The Minister of Finance, with Lieutenant-Governor-in-Council approval by Order in Council, 
allocated $26,180 (2011 - $25,430) of the Financing Authority’s surplus funds for transfer to 
the Consolidated Fund of the Province of Manitoba.  Payments for this transfer were made 
by the following SOA’s: 

 2012  2011 
    

Civil Legal Services $    250  $    250 
Companies Office 2,500  2,500 
Manitoba Securities Commission 8,800  8,800 
Office of the Fire Commissioner 750  - 
The Property Registry 11,000  11,000 
Vehicle and Equipment Management Agency 2,500  2,500 
Vital Statistics Agency 380  380 

 $26,180  $25,430 
    
    

 
19. Estates and Trusts under Administration 
 

The Public Trustee has statutory responsibility for administering clients’ estates and trusts.  
The client assets under administration at March 31, 2012 total approximately $226,000 
(2011 - $222,000).  The trust activities of The Public Trustee are reported in separate 
audited financial statements for Estates and Trusts under Administration. 
 
 

   

 
20. Related party transactions 

The Financing Authority is related in terms of common ownership to all Province of Manitoba 
created departments, agencies and Crown corporations. The Financing Authority enters into 
transactions with these entities in the normal course of business. These transactions are 
recorded at the exchange amount. 
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21. Budgeted figures 
 
Budgeted figures have been provided for comparison purposes and have been derived from 
the estimates approved by the management of the various special operating agencies 
consolidated in these financial statements. 
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2012
Transfer of

Net income funds to the Net
 (loss) before Province of income

Revenue Expense  the transfer Manitoba (loss)

Civil Legal Services 7,054$       6,676$       378$          250$          128$          

Companies Office 7,914         4,407         3,507         2,500         1,007         

Crown Lands and Property Agency 4,608         4,961         (353)           -                 (353)           

Food Development Centre 5,116         4,222         894            -                 894            

Green Manitoba Eco Solutions 4,484         4,051         433            -                 433            

Industrial Technology Centre 3,001         2,975         26              -                 26              

Manitoba Education, Research and 

    Learning Information Networks 4,809         4,794         15              -                 15              

Manitoba Securities Commission 15,059       4,060         10,999       8,800         2,199         

Manitoba Text Book Bureau 7,678         7,678         -                 -                 -                 

Materials Distribution Agency 26,093       26,324       (231)           -                 (231)           

Office of the Fire Commissioner 15,247       12,902       2,345         750            1,595         

Organization and Staff Development 1,627         1,648         (21)             -                 (21)             

Pineland Forest Nursery 2,496         3,015         (519)           -                 (519)           

The Property Registry 24,268       13,702       10,566       11,000       (434)           

The Public Trustee 6,682         5,877         805            -                 805            

Vehicle and Equipment Management Agency 87,789       84,052       3,737         2,500         1,237         

Vital Statistics Agency 3,540         3,548         (8)               380            (388)           

Special Operating Agencies Financing Authority 130            125            5                -                 5                

Total before consolidation adjustments 227,595     195,017     32,578       26,180       6,398         

Consolidation adjustments:

  - Elimination of transactions between SOAs (2,510)        (2,510)        -                 -                 -                 

Net income 225,085$   192,507$   32,578$     26,180$     6,398$       

Special Operating Agencies Financing Authority
Province of Manitoba

Schedule of Summarized Results by Special Operating Agency
For the Year Ended March 31, 2012

(In Thousands)
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2011
Transfer of

Net income funds to the Net
 (loss) before Province of income

Revenue Expense  the transfer Manitoba (loss)
(Restated

- Note 5 & 14)

Civil Legal Services 6,579$       6,349$       230$          250$          (20)$           

Companies Office 7,483         4,314         3,169         2,500         669            

Crown Lands and Property Agency 3,873         4,579         (706)           -                 (706)           

Food Development Centre 6,300         4,429         1,871         -                 1,871         

Green Manitoba Eco Solutions 4,896         5,365         (469)           -                 (469)           

Industrial Technology Centre 2,948         2,693         255            -                 255            

Manitoba Education, Research and 

    Learning Information Networks 5,919         6,067         (148)           -                 (148)           

Manitoba Securities Commission 14,250       4,069         10,181       8,800         1,381         

Manitoba Text Book Bureau 7,628         7,623         5                -                 5                

Materials Distribution Agency 23,933       23,889       44              -                 44              

Office of the Fire Commissioner 11,545       11,097       448            -                 448            

Organization and Staff Development 2,198         2,095         103            -                 103            

Pineland Forest Nursery 2,448         3,070         (622)           -                 (622)           

The Property Registry 23,257       13,756       9,501         11,000       (1,499)        

The Public Trustee 6,510         5,721         789            -                 789            

Vehicle and Equipment Management Agency 81,693       77,917       3,776         2,500         1,276         

Vital Statistics Agency 3,669         3,466         203            380            (177)           

Special Operating Agencies Financing Authority 124            118            6                -                 6                

Total before consolidation adjustments 215,253     186,617     28,636       25,430       3,206         

Consolidation adjustments:

  - Elimination of transactions between SOAs (1,984)        (1,984)        -                 -                 -                 

Net income 213,269$   184,633$   28,636$     25,430$     3,206$       

Special Operating Agencies Financing Authority
Province of Manitoba

Schedule of Summarized Results by Special Operating Agency
For the Year Ended March 31, 2011

(In Thousands)
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 INDEPENDENT AUDITORS' REPORT

To the Special Operating Agencies Financing Authority of

Civil Legal Services

Report on the Financial Statements

We have audited the accompanying financial statements of Civil Legal Services, an agency of the Special
Operating Agencies Financing Authority, Province of Manitoba, which comprise the statements of
financial position as at March 31, 2012, March 31, 2011, and April 1, 2010 and the statements of
operations, change in net financial assets and cash flows for the years ended March 31, 2012 and March
31, 2011, 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 public sector accounting standards, 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 control relevant to the entity's
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity's internal control. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.

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

Opinion

In our opinion, these financial statements present fairly, in all material respects, the financial position of
Civil Legal Services as at March 31, 2012, March 31, 2011 and  April 1, 2010 and the results of its
operations and cash flows for the years ended March 31, 2012 and March 31, 2011 in accordance with
Canadian public sector accounting standards.

June 8, 2012
Winnipeg, Canada Magnus Chartered Accountants LLP
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CIVIL LEGAL SERVICES
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Statement of Financial Position

(in thousands)

As at March 31, 2012, March 31, 2011, and April 1, 2010

March 31 March 31 April 1
2012 2011 2010
Actual Actual Actual

(Restated - (Restated -
Note 4) Note 4)

Financial assets
Cash and cash equivalents $ 1,287 $ 1,118 $ 986
Accounts receivable (Note 6) 863 721 704
Portfolio investments 380 380 379

2,530 2,219 2,069

Liabilities
Accounts payable and accrued liabilities 138 105 79
Trust liability - - 9
Accrued vacation entitlements 576 540 500
Employee future benefits (Note 8) 1,068 975 884

1,782 1,620 1,472

Net financial assets 748 599 597

Non-financial assets
Tangible capital assets (Note 9) 39 60 82

39 60 82

Accumulated surplus $ 787 $ 659 $ 679

Designated assets (Note 10)

Commitments (Note 11)

See accompanying notes to financial statements.
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CIVIL LEGAL SERVICES
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Statement of Operations

(in thousands)

Years ended March 31, 2012 and 2011

2012 2012 2011
Budget Actual Actual

(Restated -
Note 4)

Revenue: 
Recoveries $ 6,898 $ 7,035 $ 6,562
Interest and other  11 19 17

6,909 7,054 6,579

Expenses:  
Advertising and promotion 2 1 3
Amortization 32 28 33
Communications 42 50 39
Computer 65 53 65
Desktop management initiative 184 176 170
Government records centre 29 30 27
Law Society fees 52 64 56
Miscellaneous 10 15 12
Occupancy 218 218 243
Office 35 34 38
Postage and deliveries 15 16 14
Professional fees and services 58 66 57
Publications 40 48 45
Travel 42 20 19
Wages and benefits 5,868 5,857 5,528

6,692 6,676 6,349

Net income before the transfer of funds to the
Province of Manitoba 217 378 230

Transfer of funds to the Province of Manitoba (Note 12) 250 250 250

Net income (loss) for the year (33) 128 (20)

Accumulated surplus, beginning of year 817 659 679

Accumulated surplus, end of year $ 784 $ 787 $ 659

See accompanying notes to financial statements.
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CIVIL LEGAL SERVICES
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Statement of Change in Net Financial Assets

(in thousands)

Years ended March 31, 2012 and 2011

2012 2012 2011
Budget Actual Actual

(Restated -
Note 4)

Net income (loss) for the year $ (33) $ 128 $ (20)

Tangible capital assets
Acquisition of tangible capital assets (47) (7) (11)
Amortization of tangible capital assets 32 28 33

Net acquisition of tangible capital assets (15) 21 22

Increase (decrease) in net financial assets (48) 149 2

Net financial assets, beginning of year 757 599 597

Net financial assets, end of year $ 709 $ 748 $ 599

See accompanying notes to financial statements.
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CIVIL LEGAL SERVICES
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Statement of Cash Flow

(in thousands)

Years ended March 31, 2012 and 2011

2012 2011
Actual Actual

(Restated -
Note 4)

Cash provided by (applied to):

Operating activities:
Net income (loss) for the year $ 128 $ (20)
Adjustment for:   

Amortization 28 33

156 13
Changes in the following: 

Accounts receivable (142) (18)
Accounts payable and accrued liabilities 33 26
Trust liability - (9)
Accrued vacation entitlements 36 40
Employee future benefits 93 91

Net cash provided by operating activities 176 143

Capital activities:  
Acquisition of tangible capital assets (7) (11)

Cash applied to capital activities (7) (11)

Change in cash and cash equivalents 169 132

Cash and cash equivalents, beginning of year 1,118 986

Cash and cash equivalents, end of year $ 1,287 $ 1,118

See accompanying notes to financial statements.
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CIVIL LEGAL SERVICES
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Notes to Financial Statements

(in thousands)

Year ended March 31, 2012

1. Nature of organization

The role of Civil Legal Services (the "Agency") flows from the constitutional and statutory
responsibilities of the Minister of Justice as the Chief Legal Advisor to government and the guardian of
the public interest.  Acting pursuant to government policy, the Agency is responsible for providing a full
range of high quality legal services, on a cost recovery basis, to its clients, namely the Province of
Manitoba, the province's agencies, boards and commissions and some Crown organizations.

Effective April 1, 1995, the Agency was designated a Special Operating Agency pursuant to The
Special Operating Agencies Financing Authority Act, Cap. s185, C.C.S.M. and operates under a
charter approved by the Lieutenant Governor in Council.

The Agency is financed through the Special Operating Agencies Financing Authority (SOAFA).  The
Financing Authority has the mandate to hold and acquire assets required for and resulting from
Agency  operations.  It finances the Agency through repayable loans and working capital advances.
The financial framework provides increased management authority which, coupled with more rigorous
planning and reporting requirements afforded by Special Operating status, assists the Agency to
sustain the provision of high quality legal services to its clients.

A Management Agreement between the Financing Authority and the Minister of Justice assigns
responsibility to the Agency to manage and account for the Agency related assets and operations on
behalf of the Financing Authority.

The Agency continues to be part of Manitoba Justice under the general direction of the Deputy
Minister and Minister.  The Agency remains bound by relevant legislation and regulations.  It is also
bound by administrative policy except where specific exemptions have been provided for in its charter
in order to meet business objectives.

The Agency is economically dependent on the Province of Manitoba because it derives most of its
revenue from the Province and all of its financing requirements through the Financing Authority.

2. Basis of accounting

As of April 1, 2011, the Agency adopted Canadian public sector accounting (PSA) standards with a
transition date of April 1, 2010.  These are the Agency's first financial statements prepared in
accordance with PSA standards.  More details on the transition to PSA standards are provided in Note
4 to these financial statements.

The adoption of PSA standards includes the early adoption of PS 1201 Financial Statement
Presentation, PS 3041 Portfolio Investments, PS 3450 Financial Instruments, and new PS 3410
Government Transfers.

3.  Significant accounting policies

(a) Revenue

Recoveries
Revenue is recognized on an accrual basis as legal services are provided.

Other revenue
All other revenues are recorded on an accrual basis.
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CIVIL LEGAL SERVICES
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Notes to Financial Statements

(in thousands)

Year ended March 31, 2012

3. Significant accounting policies (continued)

(b) Expenses

Accrual accounting
All expenses incurred for goods and services are recorded on an accrual basis.

Government transfers
Government transfers are recognized as expenses in the period in which the transfers are
authorized and all eligibility criteria have been met.

(c) Financial assets

Cash and cash equivalents
Cash and cash equivalents include cash on hand and short term deposits and investments with
original maturities of three months or less.

Accounts receivable
Accounts receivable are recorded at the lower of cost and net realizable value.  An allowance for
doubtful accounts is recorded when there is uncertainty whether the amounts will be collected.  

Portfolio investments
Portfolio investments are investments and deposits with original maturities of more than three
months.  These investments are recognized at cost.

(d) Liabilities

Liabilities are present obligations as a result of transactions and events occurring at or prior to the
end of the fiscal year the settlement of which will result in the future transfer or use of assets or
other form of settlement.  Liabilities are recognized when there is an appropriate basis of
measurement and a reasonable estimate can be made of the amount involved.

(e) Non-financial assets

Non-financial assets do not normally provide resources to discharge existing liabilities of the
Agency.  These assets are normally employed to provide future services.

Tangible capital assets

Tangible capital assets are recognized at cost.  Cost includes the purchase price as well as other
acquisition costs.  The costs of tangible capital assets, less any residual value, are amortized
over their estimated useful lives as follows:

Computer equipment and software 20% straight line
(10% in year of acquisition)

Furniture and fixtures 20% straight line
(10% in year of acquisition)

Leasehold improvements 20% straight line
(10% in year of acquisition)

(f) Measurement uncertainty

The preparation of financial statements in conformity with Canadian public sector accounting
standards requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities, the disclosure of contingencies at the date of the financial
statements, and the reported amount of revenues and expenses during the reporting period.
Actual results could differ from these estimates.
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CIVIL LEGAL SERVICES
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Notes to Financial Statements

(in thousands)

Year ended March 31, 2012

4. First-time adoption of Canadian public sector accounting standards

In previous fiscal years, the Agency classified itself as a Government Business-Type Organization
(GBTO) and followed the recommendations of the Canadian Institute of Chartered Accountants
(CICA) Accounting Handbook – Part V.  In October 2009, the Public Sector Accounting Board (PSAB)
determined that the category will cease to exist for fiscal years ending on or after January 1, 2011,
and GBTOs are required to reclassify themselves in accordance with PSA standards.  In accordance
with recommendations of the Public Sector Accounting Handbook, the Agency has determined that it
is an “other government organization” and has determined that PSA standards are the most
appropriate framework for financial reporting purposes.

These new standards were required to be applied retroactively.  The impacts of this change are as
follows:

(a) Cash and cash equivalents April 1, 2010

Cash and short term deposits as per previous
financial statements $ 977

Add: trust asset reclassified per PSA standards -
Note (i) 9

Cash and cash equivalents as per PSA
standards $ 986

(b) Employee future benefits March 31, 2011 April 1, 2010

Severance liability as per previous financial
statements $ 835 $ 744

Add: sick pay benefits recognized per PSA
standards - Note (ii) 140 140

Employee future benefits as per PSA standards $ 975 $ 884

(c) Accumulated surplus March 31, 2011 April 1, 2010

Equity as per previous financial statements $ 799 $ 819
Less: sick pay benefits recognized per PSA

standards - Note (ii) 140 140
Accumulated surplus as per PSA standards $ 659 $ 679

(d) Net income March 31, 2011

Net income as per previous financial statements $ 230
Less: transfer of funds to the Province of Manitoba

previously shown as a reduction of retained
earnings - Note (iii) (250)

Net income as per PSA standards $ (20)

(e) Cash flows

The adoption of PSA standards did not impact the net cash flows of the Agency.  However, the
adjustments made to cash and cash equivalents, employee future benefits, accumulated surplus
and net income resulted in reclassifications of certain amounts presented in the statement of
cash flow. 
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CIVIL LEGAL SERVICES
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Notes to Financial Statements

(in thousands)

Year ended March 31, 2012

4. First-time adoption of Canadian public sector accounting standards (continued)

Notes:

(i) PSA standards require information about designated assets be disclosed in the notes to the
financial statements and not be presented on the statement of financial position.  This asset
is to be used to discharge the trust liability outstanding as at April 1, 2010.

(ii) PSA standards require the recognition of a liability for future sick pay benefits that
accumulate but do not vest.  Recognition of a liability for sick pay benefit that accumulate but
do not vest was not required under the previous standards.

(iii) Transfer of funds to the Province of Manitoba is presented as an expense in the statement
of operations.  In the previous financial statements, this transfer was presented as a
reduction of retained earnings.

5. Financial instruments and financial risk management

Measurement

Financial instruments are classified into one of two measurement categories: (a) fair value; or (b) cost
or amortized cost.

The Agency records its financial assets at cost, which include cash and cash equivalents, accounts
receivable and portfolio investments.  The Agency also records its financial liabilities at cost, which
include accounts payable and accrued liabilities.

Gains and losses on financial instruments measured at fair value are recorded in accumulated surplus
as re-measurement gains and losses until realized.  Upon disposition of the financial instruments, the
cumulative re-measurement gains and losses are reclassified to the statement of operations.  Gains
and losses on financial instruments measured at cost or amortized cost are recognized in the
statement of operations in the period the gain or loss occurs.

The Agency did not incur any re-measurement gains and losses during the year (2011 - $nil).

Financial risk management – overview

The Agency has exposure to the following risks from its use of financial instruments; credit risk;
liquidity risk; market risk; interest rate risk; and foreign currency risk.

Credit risk

Credit risk is the risk that one party to a financial instrument fails to discharge an obligation and
causes financial loss to another party.  Financial instruments which potentially subject the Agency to
credit risk consist principally of cash and cash equivalents, accounts receivable and portfolio
investments.
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CIVIL LEGAL SERVICES
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Notes to Financial Statements

(in thousands)

Year ended March 31, 2012

5. Financial instruments and financial risk management (continued)

The maximum exposure of the Agency to credit risk at March 31 is:

2012 2011

Cash and cash equivalents $ 1,287 $ 1,118
Accounts receivable 863 721
Portfolio Investments 380 380

$ 2,530 $ 2,219

Cash and cash equivalents and portfolio investments: The Agency is not exposed to significant credit
risk as these amounts are held by the Minister of Finance.

Accounts receivable: The Agency is not exposed to significant credit risk as the balance is due
primarily from other government departments and agencies and payment in full is typically collected
when it is due.  The Agency manages this credit risk through close monitoring of overdue accounts.

The Agency establishes an allowance for doubtful accounts that represents its estimate of potential
credit losses.  The allowance for doubtful accounts is based on management’s estimates and
assumptions regarding current market conditions, customer analysis and historical payment trends.
These factors are considered when determining whether past due accounts are allowed for or written
off.

There was no change in the allowance for doubtful accounts during the year and the balance at March
31, 2012 was $nil (2011 - $nil).

Liquidity risk

Liquidity risk is the risk that the Agency will not be able to meet its financial obligations as they come
due.

The Agency manages liquidity risk by maintaining adequate cash balances and by review from the
Province of Manitoba to ensure adequate funding will be received to meet its obligations.

Market risk

Market risk is the risk that changes in market prices, such as interest rates and foreign exchange
rates, will affect the Agency’s income or the fair values of its financial instruments.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market interest rates.  The interest rate exposure relates to cash
and cash equivalents and portfolio investments.

The interest rate risk on cash and cash equivalents is considered to be low because of their short-
term nature.  The interest rate risk on portfolio investments is considered low as the original
deposits are reinvested at rates for investments with similar terms and conditions.

Foreign currency risk

Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in foreign exchange rates.  The Agency is not exposed to significant
foreign currency risk as it does not have any significant financial instruments denominated in a
foreign currency.
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CIVIL LEGAL SERVICES
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Notes to Financial Statements

(in thousands)

Year ended March 31, 2012

6.  Accounts receivable

2012 2011

Trade accounts receivable $ 855 $ 710
Other receivables 8 11

$ 863 $ 721

7. Working capital advances

The Special Operating Agencies Financing Authority has provided the Agency with an authorized line
of working capital of $200 of which $nil was used at March 31, 2012 (2011 - $nil).

8. Employee future benefits

2012 2011

Severance benefits $ 928 $ 835
Sick pay benefits 140 140

$ 1,068 $ 975

Pension benefits

Employees of the Agency are eligible for pension benefits in accordance with the provisions of the
Civil Service Superannuation Act (CSSA), administered by the Civil Service Superannuation Board
(CSSB). The CSSA established a defined benefit plan to provide benefits to employees of the
Manitoba Civil Service and to participating agencies of the Government, including the Agency, through
the Civil Service Superannuation Fund (CSSF).

Pursuant to an agreement with the Province of Manitoba, the Agency transferred to the Province the
pension liability for its employees.  The Agency is required to pay to the Province an amount equal to
the current pension contributions of their employees.  The amount paid for 2012 was $332 (2011 -
$320).  Under this agreement, the Agency has no further pension liability.

Severance benefits

Effective April 1, 1998, the Agency began recording accumulated severance pay benefits for its
employees.  The amount of the severance pay benefit obligation is based on actuarial calculations.
The periodic actuarial valuations of these liabilities may determine that adjustments are needed to the
actuarial calculations when actual experience is different from that expected and/or because of
changes in actuarial assumptions used.  The resulting actuarial gains or losses are amortized over the
expected average remaining service life of the related employee group.

An actuarial report was completed for the severance pay liability as of March 31, 2011.  The report
provides a formula to update the liability on an annual basis.  In accordance with the formula, the
Agency's actuarially determined net liability for accounting purposes as at March 31, 2012 is $928
(2011 - $835), with the actuarial loss being amortized over the 15 year expected average remaining
service life of the employee group.
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CIVIL LEGAL SERVICES
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Notes to Financial Statements

(in thousands)

Year ended March 31, 2012

8. Employee future benefits (continued)

Significant long-term actuarial assumptions used in the March 31, 2011 valuation, and in the
determination of the March 31, 2012 present value of the accrued severance benefit obligation, were:

Annual rate of return
inflation component 2.00%
real rate of return 4.00%

6.00%

Assumed salary increase rates
annual productivity increase 1.00%
annual general salary increase 2.75%

3.75%

Sick pay benefits

The Agency provides sick leave benefits for employees that accumulate but do not vest. The accrued
benefit obligation related to sick leave entitlement earned by employees is determined using a
valuation model developed by an actuary.  The valuation is based on employee demographics, sick
leave usage and actuarial assumptions.  These assumptions include a 6.00% annual return and a
3.75% annual salary increase.

9. Tangible capital assets   

2012 2011

Opening Closing
Balance Additions Disposals Balance Total

Cost
Computer equipment

and software $ 162 $ - $ - $ 162 $ 162
Furniture and fixtures 274 4 - 278 274
Leasehold

improvements 77 3 - 80 77

$ 513 $ 7 $ - $ 520 $ 513

Accumulated amortization
Computer equipment

and software $ 141 $ 7 $ - $ 148 $ 141
Furniture and fixtures 249 16 - 265 249
Leasehold

improvements 63 5 - 68 63
Total accumulated

amortization $ 453 $ 28 $ - $ 481 $ 453

Net book value $ 60 $ - $ - $ 39 $ 60
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CIVIL LEGAL SERVICES
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Notes to Financial Statements

(in thousands)

Year ended March 31, 2012

10. Designated assets

The Agency has allocated $380 (2011 - $380) of its portfolio investments as designated assets for
cash received from the Province of Manitoba for the vacation entitlements earned by employees of
the Agency prior to its designation as an SOA and the severance pay benefits accumulated to March
31, 1998 for certain of their employees.  This amount is held in an interest bearing account until the
cash is required to discharge the related liabilities.  Any unused balance is re-invested annually.

11. Commitments

The Agency has not entered into a lease agreement with the Province of Manitoba for rental facilities
at 405 Broadway.  Occupancy charges for the year ending March 31, 2013 are estimated to be $219
(2012 actual - $218).

12. Transfer of funds to the Province of Manitoba

During the year, with Lieutenant-Governor-in-Council approval by Order in Council, the Agency
transferred $250 of its surplus funds to the Province of Manitoba (2011 - $250).  These amounts are
recorded as an expense in the statement of operations.
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COMPANIES OFFICE

(An Agency of the Province of Manitoba)

Management's Responsibility for Financial Reporting

The accompanying financial statements are the responsibility of management of Companies Office and
have been prepared in accordance with Canadian public sector accounting standards.  In management's
opinion, the financial statements have been properly prepared within reasonable limits of materiality,
incorporating management's best judgments regarding all necessary estimates and all other data
available as at June 12, 2012.

Management maintains internal controls to properly safeguard the assets and to provide reasonable
assurance that the books and records from which the financial statements are derived accurately reflect
all transactions and that established policies and procedures are followed.

The financial statements of Companies Office have been audited by Magnus Chartered Accountants LLP,
independent external auditors.  The responsibility of the auditor is to express an independent opinion on
whether the financial statements of Companies Office are fairly represented, in all material respects, in
accordance with Canadian public sector accounting standards. The Independent Auditors’ Report
outlines the scope of the audit examination and provides the audit opinion on the financial statements.

On behalf of Management of

Companies Office

_____________________________ _________________________________
Myron Pawlowsky David Rudy 
Chief Operating Officer Controller
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 INDEPENDENT AUDITORS' REPORT

To the Special Operating Agencies Financing Authority of

Companies Office

Report on the Financial Statements

We have audited the accompanying financial statements of Companies Office, an agency of the Special
Operating Agencies Financing Authority, Province of Manitoba, which comprise the statements of
financial position as at March 31, 2012, March 31, 2011, and April 1, 2010 and the statements of
operations, change in net financial assets and cash flow for the years ended March 31, 2012 and March
31, 2011, 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 public sector accounting standards, 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 control relevant to the entity's
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity's internal control. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.

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

Opinion

In our opinion, these financial statements present fairly, in all material respects, the financial position of
Companies Office as at March 31, 2012, March 31, 2011 and  April 1, 2010 and the results of its
operations and cash flows for the years ended March 31, 2012 and March 31, 2011 in accordance with
Canadian public sector accounting standards.

June 12, 2012
Winnipeg, Canada Magnus Chartered Accountants LLP
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COMPANIES OFFICE
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Statement of Financial Position

(in thousands)

As at March 31, 2012, March 31, 2011, and April 1, 2010

March 31 March 31 April 1
2012 2011 2010
Actual Actual Actual

(Restated - (Restated - 
Note 4) Note 4)

Financial assets
Cash and cash equivalents $ 5,319 $ 4,122 $ 3,182
Accounts receivable (Note 6) 348 273 370
Portfolio investments 829 821 518

6,496 5,216 4,070

Liabilities
Accounts payable and accrued liabilities 271 480 206
Accrued vacation entitlements 227 211 199
Employee future benefits (Note 7) 327 292 262
Borrowings from the Province of Manitoba (Note 8) 3,167 1,330 -

3,992 2,313 667

Net financial assets 2,504 2,903 3,403

Non-financial assets
Tangible capital assets (Note 9) 2,687 1,277 112
Prepaid expenses 35 39 35

2,722 1,316 147

Accumulated surplus $ 5,226 $ 4,219 $ 3,550

Designated assets (Note 10)

Commitments (Note 11)

See accompanying notes to financial statements.
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COMPANIES OFFICE
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Statement of Operations

(in thousands)

Years ended March 31, 2012 and 2011

2012 2012 2011
Budget Actual Actual

(Restated - 
Note 4)

Revenue: 
Fees and services $ 6,930 $ 7,876 $ 7,463
Interest  3 38 20

6,933 7,914 7,483

Expenses:
Salaries and employee benefits 1,801 1,759 1,696
Operating expenses (Schedule) 3,382 2,633 2,601
Amortization of tangible capital assets 77 15 17

5,260 4,407 4,314

Income before the transfer of funds to the
Province of Manitoba 1,673 3,507 3,169

Transfer of funds to the Province of Manitoba (Note 12) 2,500 2,500 2,500

Net income for the year (827) 1,007 669

Accumulated surplus, beginning of year 3,305 4,219 3,550

Accumulated surplus, end of year $ 2,478 $ 5,226 $ 4,219

See accompanying notes to financial statements.
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COMPANIES OFFICE
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Statement of Change in Net Financial Assets

(in thousands)

Years ended March 31, 2012 and 2011

2012 2012 2011
Budget Actual Actual

(Restated - 
Note 4)

Net income for the year $ (827) $ 1,007 $ 669

Tangible capital assets
Acquisition of tangible capital assets (1,866) (1,425) (1,181)
Amortization of tangible capital assets 77 15 17

Net acquisition of tangible capital assets (1,789) (1,410) (1,164)

Other non-financial assets
Increase in prepaid expenses during the year - 4 (5)

Net acquisition of other non-financial assets - 4 (5)

Increase (decrease) in net financial assets (2,616) (399) (500)

Net financial assets, beginning of year 1,838 2,903 3,403

Net (debt) financial assets, end of year $ (778) $ 2,504 $ 2,903

See accompanying notes to financial statements.
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COMPANIES OFFICE
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Statement of Cash Flow

(in thousands)

Years ended March 31, 2012 and 2011

2012 2011
Actual Actual

(Restated - 
Note 4)

Cash provided by (applied to):

Operating activities:
Net income for the year $ 1,007 $ 669
Adjustment for   

Amortization of tangible capital assets 15 17

1,022 686
Changes in the following: 

Accounts receivable (75) 96
Prepaid expenses 4 (5)
Accounts payable and accrued liabilities (209) 275
Accrued vacation entitlements 16 12
Employee future benefits 35 30

Cash provided by operating activities 793 1,094

Capital activities: 
Capital asset additions (1,425) (1,181)

Cash applied to capital activities (1,425) (1,181)

Financing activities:
Debt repayments to the Province of Manitoba (133) -
Borrowings from the Province of Manitoba 1,970 1,330

Cash provided by financing activities 1,837 1,330

Investing activities:   
Portfolio investments (8) (303)

Cash applied to investing activities (8) (303)

Change in cash and cash equivalents 1,197 940

Cash and cash equivalents, beginning of year 4,122 3,182

Cash and cash equivalents, end of year $ 5,319 $ 4,122

See accompanying notes to financial statements.
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COMPANIES OFFICE
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Notes to Financial Statements

(in thousands)

Year ended March 31, 2012

1.  Nature of organization

Effective April 1, 1996, the Lieutenant Governor in Council designated the Companies Office (the
"Agency") as a special operating agency under The Special Operating Agencies Financing Authority
Act (C.C.S.M. cS185) by Order in Council.  Another Order also gave approval to the Special Operating
Agencies Financing Authority (SOAFA) and the Minister of Consumer and Corporate Affairs, being the
Minister responsible for the Agency (at that time), to enter into a management agreement with respect
to the Agency.  The management agreement assigns responsibility to the Agency to manage and
account for the Agency related assets and operations on behalf of SOAFA.  SOAFA has the mandate
to hold and acquire assets required for and resulting from Agency operations.  This financial
framework enables the Agency to operate in a business like manner according to public policy
expectations.

The Agency is in the Department of Family Services and Consumer Affairs Division under the general
direction of the Minister of Family Services and Consumer Affairs, the Deputy Minister, and Assistant
Deputy Minister who is also Chairperson of the Companies Office Advisory Board.

The Agency remains bound by relevant legislation and regulation.  It is also bound by administrative
policy except where specific exemptions have been provided for in its charter in order to meet
business objectives.

2.  Basis of accounting

As of April 1, 2011, the Agency adopted Canadian public sector accounting (PSA) standards with a
transition date of April 1, 2010.  These are the Agency's first financial statements prepared in
accordance with PSA standards.  More details on the transition to PSA standards are provided in Note
4 to these financial statements.

The adoption of PSA standards includes the early adoption of PS 1201 Financial Statement
Presentation, PS 3041 Portfolio Investments, PS 3450 Financial Instruments, and new PS 3410
Government Transfers.

3.  Significant accounting policies

(a) Revenue

Fees and services

Fees and services revenue is recognized when the rendering of services is complete or
substantially complete.

Other revenue

All other revenues are recorded on an accrual basis.

(b) Expenses

Accrual accounting

All expenses incurred for goods and services are recognized on an accrual basis.  

Government transfers

Government transfers are recognized as expenses in the period in which the transfers are
authorized and all eligibility criteria have been met.
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COMPANIES OFFICE
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Notes to Financial Statements

(in thousands)

Year ended March 31, 2012

3. Significant accounting policies (continued)

(c) Financial assets

Cash and cash equivalents

Cash and cash equivalents include cash on hand and short term deposits and investments with
original maturities of three months or less.

Accounts receivable

Accounts receivable are recorded at the lower of cost and net realizable value.  An allowance for
doubtful accounts is recorded when there is uncertainty whether the amounts will be collected.

Portfolio investments

Portfolio investments are deposits or investments with original maturities of greater than three
months. These investments are recognized at cost.

(d) Liabilities

Liabilities are present obligations as a result of transactions and events occurring at or prior to the
end of the fiscal year the settlement of which will result in the future transfer or use of assets or
other form of settlement.  Liabilities are recognized when there is an appropriate basis of
measurement and a reasonable estimate can be made of the amount involved.

(e) Non-financial assets

Non-financial assets do not normally provide resources to discharge existing liabilities of the
Agency.  These amounts are normally employed to provide future services.

Tangible capital assets

Tangible capital assets are recognized at cost.  Cost includes the purchase price as well as other
acquisition costs.  The costs of tangible capital assets, less any residual value, are amortized
over their useful lives as follows:

Computer equipment and software 20% straight line
(10% in year of acquisition)

Office equipment 20% straight line
(10% in year of acquisition)

Furniture and fixtures 20% straight line
(10% in year of acquisition)

Leasehold improvements 20% straight line
(10% in year of acquisition)

System development costs 15 years straight line

Prepaid expenses

Prepaid expenses are payments for goods or services that will provide economic benefit in future
periods.  The prepaid amount is recognized as an expense in the year that the goods or services
are consumed.
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COMPANIES OFFICE
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Notes to Financial Statements

(in thousands)

Year ended March 31, 2012

3. Significant accounting policies (continued)

(f) Measurement uncertainty

The preparation of financial statements in conformity with Canadian public sector accounting
standards requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities, the disclosure of contingencies at the date of the financial
statements, and the reported amount of revenues and expenses during the reporting period.
Actual results could differ from these estimates.

4. First-time adoption of Public Sector Accounting Standards

In previous fiscal years, the Agency classified itself as a Government Business-Type Organization
(GBTO) and followed the recommendations of the Canadian Institute of Chartered Accountants
Accounting Handbook – Part V.  In October 2009, the Public Sector Accounting Board (PSAB)
determined that the category would cease to exist for fiscal years ending on or after January 1, 2011,
and that GBTOs are required to reclassify themselves in accordance with Public Sector Accounting
(PSA) standards.  In accordance with recommendations of the Public Sector Accounting Handbook,
the Agency has determined that it is an “other government organization” and has determined that PSA
standards are the most appropriate framework for financial reporting purposes.

These new standards are required to be applied retroactively.  The impacts of this change are as
follows:

(a) Cash and cash equivalents March 31, 2011 April 1, 2010

Cash and short term deposits as per previous
financial statements $ 4,725 $ 3,482

Less: amounts reclassified from short term
deposits to portfolio investments (603) (300)

Cash and cash equivalents as per PSA
standards $ 4,122 $ 3,182

(b) Portfolio investments March 31, 2011 April 1, 2010

Portfolio investments as per previous financial
statements $ - $ -

Add: amounts reclassified from short term
deposits to portfolio investments 603 300

Add: amounts reclassified from long term
investment to portfolio investments 218 218

Portfolio investments as per PSA standards $ 821 $ 518

(c) Employee future benefits March 31, 2011 April 1, 2010

Severance liability as per previous financial
statements $ 251 $ 221

Add: sick pay benefits recognized per PSA
standards - Note (i) 41 41

Employee future benefits as per PSA standards $ 292 $ 262
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COMPANIES OFFICE
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Notes to Financial Statements

(in thousands)

Year ended March 31, 2012

4. First-time adoption of Public Sector Accounting Standards (continued)

(d) Tangible capital assets March 31, 2011 April 1, 2010

Capital assets as per previous financial
statements $ 37 $ 50

Intangible capital assets reclassified to tangible
capital assets 1,240 62

Tangible capital assets as per PSA standards $ 1,277 $ 112

(e) Accumulated surplus March 31, 2011 April 1, 2010

Equity as per previous financial statements $ 4,260 $ 3,591

Less: sick pay benefits recognized per PSA
standards - Note (i) 41 41

Accumulated surplus as per PSA standards $ 4,219 $ 3,550

(f) Net income March 31, 2011

Net income as per previous financial statements $ 3,169
Less: transfer of funds to the Province of Manitoba

previously shown as a reduction of retained earnings
- Note (ii) (2,500)

Net income as per PSA standards $ 669

(g) Cash flows

The adoption of PSA standards did not impact the net cash flows of the Agency.  However, the
adjustments made to cash and cash equivalents, portfolio investments, employee future
benefits, tangible capital assets, accumulated surplus and and net income resulted in
reclassifications to certain amounts presented in the statement of cash flow. 

Notes: 

(i) PSA standards require the recognition of a liability for future sick pay benefits that
accumulate but do not vest.  Recognition of a liability for sick pay benefit that accumulate
but do not vest was not required under the previous standards.

(ii) Transfer of funds to the Province of Manitoba is presented as an expense in the
statement of operations.  In the previous financial statements, this transfer was presented
as a reduction of retained earnings. 

5. Financial instruments and financial risk management

Measurement

Financial instruments are classified into one of two measurement categories: (a) fair value; or (b) cost
or amortized cost.

The Agency’s records its financial assets at cost.  Financial assets include cash and cash equivalents,
accounts receivable and portfolio investments.  The Agency also records its financial liabilities at cost.
Financial liabilities include accounts payable and accrued liabilities and borrowings.
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COMPANIES OFFICE
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Notes to Financial Statements

(in thousands)

Year ended March 31, 2012

5. Financial instruments and financial risk management (continued)

Gains and losses on financial instruments measured at fair value are recorded in accumulated surplus
as re-measurement gains and losses until realized.  Upon disposition of the financial instruments, the
cumulative re-measurement gains and losses are reclassified to the statement of operations.  Gains
and losses on financial instruments measured at cost or amortized cost are recognized in the
statement of operations in the period the gain or loss occurs.

The Agency did not incur any re-measurement gains and losses during the year (2011 - $nil).

Financial risk management - overview

The Agency has exposure to the following risks from its use of financial instruments: credit risk;
liquidity risk; market risk; interest rate risk; and foreign currency risk.

Credit risk

In the normal course of operations the Agency is exposed to various financial risks. This financial risk
management objectives and policies are as follows:

Credit risk is the risk that one party to a financial instrument fails to discharge an obligation and
causes financial loss to another party. Financial instruments which potentially subject the Agency to
credit risk consist principally of cash and cash equivalents, accounts receivable and portfolio
investments.

The maximum exposure of the Agency to credit risk as at March 31 is:

2012 2011

Cash and cash equivalents $ 5,319 $ 4,122
Accounts receivable 348 273
Portfolio investments 829 821

$ 6,496 $ 5,216

Cash and cash equivalents and portfolio investments:  The Agency is not exposed to significant credit
risk as the cash and cash equivalents and portfolio investments are primarily held by the Minister of
Finance.

Accounts receivable: The Agency is not exposed to significant credit risk as the balance of the
accounts receivable is due from a large client base and payment in full is typically collected when it is
due.  The Agency manages this credit risk through close monitoring of any overdue accounts.

The Agency establishes an allowance for doubtful accounts that represents its estimate of potential
credit losses. The allowance for doubtful accounts is based on management’s estimates and
assumptions regarding current market conditions, customer analysis and historical payment trends.
These factors are considered when determining whether past due accounts are allowed for or written
off. 

There was no change in the allowance for doubtful accounts during the year and the balance at March
31, 2012 was $nil (2011 - $nil).
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5. Financial instruments and financial risk management (continued)

Liquidity risk

Liquidity risk is the risk that the Agency will not be able to meet its financial obligations as they come
due.

The Agency manages liquidity risk by maintaining adequate cash balances and by review from the
Province of Manitoba to ensure adequate funding will be received to meet its obligations.

Market risk

Market risk is the risk that changes in market prices, such as interest rates and foreign exchange
rates, will affect the Agency’s income or the fair values of its financial instruments.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market interest rates.  The interest rate exposure relates to cash
and cash equivalents and portfolio investments.

The interest rate risk on cash and cash equivalents is considered to be low due to their short-term
nature. The interest rate risk on portfolio investments is considered low as the original deposits are
reinvested at rates for investments with similar terms and conditions.

The Agency manages its interest rate risk on borrowings through the exclusive use of fixed rate
terms for its borrowings.   

Foreign currency risk

Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in foreign exchange rates.  The Agency is not exposed to significant
foreign currency risk as it does not have any significant financial instruments denominated in a
foreign currency.

6.  Accounts receivable

2012 2011

Trade accounts receivable $ 43 $ 43
Accrued revenue 305 230

$ 348 $ 273
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Notes to Financial Statements

(in thousands)

Year ended March 31, 2012

7. Employee future benefits

2012 2011

Severance benefits $ 286 $ 251
Sick pay benefits 41 41

$ 327 $ 292

Pension benefits

Employees of SOAs are eligible for pension benefits in accordance with the provisions of the Civil
Service Superannuation Act (CSSA), administered by the Civil Service Superannuation Board
(CSSB). The CSSA established a defined benefit plan to provide benefits to employees of the
Manitoba Civil Service and to participating agencies of the Government, including the Agency, through
the Civil Service Superannuation Fund.

Effective March 31, 2001, pursuant to an agreement with the Province of Manitoba, the Agency
transferred to the Province the pension liability for its employees.  Commencing April 1, 2001, the
Agency was required to pay to the Province an amount equal to its employees’ current pension
contributions.  The amount paid for 2012 was $95 (2011 - $91).  Under this agreement, the Agency
has no further pension liability.

Severance benefits

Effective April 1, 1998, the Agency began recording accumulated severance pay benefits for its
employees.  The amount of the severance benefit obligation is based on actuarial calculations.  The
periodic actuarial valuations of these liabilities may determine that adjustments are needed to the
actuarial calculations when actual experience is different from that expected and/or because of
changes in actuarial assumptions used.  The resulting actuarial gains or losses are amortized over the
expected average remaining service life of the related employee group.

An actuarial report was completed for the severance pay liabillity as of March 31, 2011.  The report
provides a formula to update the liability on an annual basis.  In accordance with the formula, the
Agency's actuarially determined net liability for accounting purposes as at March 31, 2012 was $286
(2011 - $251) with the actuarial loss being amortized over the 15 year expected average remaining
service life of the employee group.

Significant long-term actuarial assumptions used in the March 31, 2011 valuation, and in the
determination of the March 31, 2012 present value of the accrued severance benefit obligation, were:

Annual rate of return
inflation component 2.00%
real rate of return 4.00%

6.00%

Assumed salary increase rates
annual productivity increase 1.00%
annual general salary increase 2.75%

3.75%
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7. Employee future benefits (continued)

Sick pay benefits

The Financing Authority provides sick leave benefits for employees that accumulate but do not vest.
The accrued benefit obligation related to sick leave entitlement earned by employees is determined
using a valuation model developed by an actuary.  The valuation is based on employee
demographics, sick leave usage and actuarial assumptions.  These assumptions include a 6.00%
annual return and a 3.75% annual salary increase.

8. Borrowings from the Province of Manitoba 

By virtue of the Management Agreement, the Agency is responsible for the repayment of debts
assumed by the Special Operating Agencies Financing Authority (SOAFA) on its behalf.  SOAFA
holds the debt instruments listed in this Note on behalf of the Agency.

Borrowings obtained through the use of available Loan Act Authority are repayable in quarterly
instalments of principal and interest as follows:

2012 2011

4.0% repayable in quarterly instalments of $33
principal plus interest, maturing in 2021 $ 1,197 $ 1,330

3.0% repayable in quarterly instalments of $49 principal plus
interest, maturing in 2022 1,970 -

$ 3,167 $ 1,330

Interest is measured using the effective interest method. Principal repayments in each of the next five
years are as follows:

2013 $ 330
2014 330
2015 330
2016 330
2017 330
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9. Tangible capital assets   

2012 2011

Opening Closing
Balance Additions Disposals Balance Total

Cost
Computer equipment

and software $ 107 $ 4 $ - $ 111 $ 107
Office equipment 16 - - 16 16
Furniture and fixtures 136 - - 136 136
Leasehold

improvements 40 - - 40 40
System development 1,240 1,421 - 2,661 1,240

$ 1,539 $ 1,425 $ - $ 2,964 $ 1,539

Accumulated amortization
Computer equipment

and software 85 9 - 94 85
Office equipment 16 - - 16 16
Furniture and fixtures 121 6 - 127 121
Leasehold

improvements 40 - - 40 40
Total accumulated

amortization $ 262 $ 15 $ - $ 277 $ 262

Net book value $ 1,277 $ 1,410 $ - $ 2,687 $ 1,277

During the year, system development costs were capitalized in the amount of $1,422 (2011 -
$1,178). Amortization will commence when construction is complete and the system is available for
use.

10. Designated assets

The Agency has allocated $218 (2011 - $218) of its portfolio investments as designated assets for
cash received from the Province of Manitoba for the vacation entitlements earned by employees of
the Agency prior to its designation as an SOA and the severance pay benefits accumulated to March
31, 1998 for certain of the Agency’s employees. This amount is held in an interest bearing account
until the cash is required to discharge the related liabilities.  Any unused balance is re-invested
annually.
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Notes to Financial Statements
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Year ended March 31, 2012

11. Commitments

Lease commitment

The Agency has not entered into a lease agreement with the Province of Manitoba for rental facilities
at 405 Broadway. Occupancy charges for the year ending March 31, 2013 are estimated to be $122
(2012 actual - $124).

Other

As at March 31, 2012, the Agency has committed to paying a total of $50 relating to the new system
development costs.  These amounts were paid by the Agency subsequent to year end in accordance
with the underlying contract. 

12. Transfer of funds to the Province of Manitoba

During the year, with Lieutenant-Governor-in-Council approval by Order in Council, the Agency
transferred $2,500 (2011 - $2,500) of its surplus funds to the Province of Manitoba.  These amounts
are recorded as an expense in the statement of operations.
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AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Schedule of Operating expenses

(in thousands)

Year ended March 31, 2012

2012 2011

Accounting $ 20 $ 11
Audit 6 7
Bad debts 3 1
Bank charges 49 52
Communications 28 30
Computer 147 122
Department services 36 36
Desktop 103 98
Electronic storage 76 84
Equipment maintenance and rentals 3 6
Insurance 14 12
Interest on borrowings 51 4
Legal services 15 6
Manitoba Business Links 308 281
Miscellaneous 33 32
Name search application 173 159
New system costs 1,000 1,041
Notaries 131 129
Office rent 124 135
Payroll processing 20 20
POS Licence Fees - 85
Postal and courier 53 54
Programmers 164 116
Stationery 72 74
Transportation 4 6

$ 2,633 $ 2,601
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FOOD DEVELOPMENT CENTRE

(An Agency of the Province of Manitoba)

Management's Responsibility for Financial Reporting

The accompanying financial statements are the responsibility of management of Food Development
Centre and have been prepared in accordance with Canadian public sector accounting standards.  In
management's opinion, the financial statements have been properly prepared within reasonable limits of
materiality, incorporating management's best judgments regarding all necessary estimates and all other
data available as at June 26, 2012.

Management maintains internal controls to properly safeguard the assets and to provide reasonable
assurance that the books and records from which the financial statements are derived accurately reflect
all transactions and that established policies and procedures are followed.

The financial statements of Food Development Centre have been audited by Magnus Chartered
Accountants LLP, independent external auditors.  The responsibility of the auditor is to express an
independent opinion on whether the financial statements of Food Development Centre are fairly
represented, in all material respects, in accordance with Canadian public sector accounting standards.
The Independent Auditors’ Report outlines the scope of the audit examination and provides the audit
opinion on the financial statements.

On behalf of Management of

Food Development Centre

_
Lynda Lowry Mike Lalla
Chief Operating Officer/General Manager Manager of Support Services
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 INDEPENDENT AUDITORS' REPORT

To the Special Operating Agencies Financing Authority of

Food Development Centre

Report on the Financial Statements

We have audited the accompanying financial statements of Food Development Centre, a centre of the
Special Operating Agencies Financing Authority, Province of Manitoba, which comprise the statements of
financial position as at March 31, 2012, March 31, 2011, and April 1, 2010 and the statements of
operations, change in net financial assets (debt) and cash flow for the years ended March 31, 2012 and
March 31, 2011, 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 public sector accounting standards, 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 control relevant to the entity's
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity's internal control. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.

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

Opinion

In our opinion, these financial statements present fairly, in all material respects, the financial position of
Food Development Centre as at March 31, 2012, March 31, 2011 and  April 1, 2010 and the results of its
operations and cash flows for the years ended March 31, 2012 and March 31, 2011 in accordance with
Canadian public sector accounting standards.

June 26, 2012
Winnipeg, Canada Magnus Chartered Accountants LLP
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FOOD DEVELOPMENT CENTRE
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Statement of Financial Position

(in thousands)

March 31, 2012, March 31, 2011, and April 1, 2010

March 31, March 31, April 1,
2012 2011 2010
Actual Actual Actual

(Restated - (Restated -
Note 4) Note 4)

Financial assets
Cash and cash equivalents (Note 6) $ 1,440 $ 656 $ 1,223
Accounts receivable (Note 7) 297 2,832 1,980
Portfolio investments 41 41 41

1,778 3,529 3,244

Liabilities
Accounts payable and accrued liabilities 615 903 478
Deferred revenue 41 (213) 26
Accrued vacation entitlements 140 136 133
Employee future benefits (Note 9) 219 193 173
Borrowings from the Province of Manitoba (Note 10) 2,406 1,699 1,892

3,421 2,718 2,702

Net (debt) financial assets (1,643) 811 542

Non-financial assets
Tangible capital assets (Note 11) 15,371 12,022 10,315
Prepaid expenses 59 60 165
Inventories of supplies 7 7 7

15,437 12,089 10,487

Accumulated surplus  (Note 12) $ 13,794 $ 12,900 $ 11,029

Designated assets (Note 13)

See accompanying notes to financial statements.

 
Page 2023



FOOD DEVELOPMENT CENTRE
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Statement of Operations

(in thousands)

Years ended March 31, 2012 and 2011

2012 2012 2011
Budget Actual Actual

(Restated - (Restated -
Note 4) Note 4)

Revenue: 
Grants:

Province of Manitoba $ 2,245 $ 2,245 $ 2,245
Federal Government 1,060 1,060 2,387
Other  193 193 193

Total grants 3,498 3,498 4,825

Fee for service 684 645 585
Lease income 131 100 40
Investment income 5 22 49
Administration fees (Note 14) 841 851 801

5,159 5,116 6,300

Expenses: 
Salaries and benefits 2,068 2,040 2,017
Lab supplies 95 108 78
Purchased services 234 200 220
Transportation 51 50 55
Marketing 48 37 32
Library 43 8 11
Amortization of tangible capital assets 820 822 789
Provision for tangible capital asset

impairments/writedowns - - 363
Occupancy expenses 253 248 230
Other operating expenses (Schedule 1) 1,118 709 634

4,730 4,222 4,429

Net income for the year 429 894 1,871

Accumulated surplus, beginning of year 14,824 12,900 11,029

Accumulated surplus, end of year $ 15,253 $ 13,794 $ 12,900

See accompanying notes to financial statements.
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FOOD DEVELOPMENT CENTRE
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Statement of Change in Net Financial Assets (Debt)

(in thousands)

Years ended March 31, 2012 and 2011

2012 2012 2011
Budget Actual Actual

(Restated - (Restated -
Note 4) Note 4)

Net income for the year $ 429 $ 894 $ 1,871

Tangible capital assets
Acquisition of tangible capital assets (4,000) (4,181) (2,858)
Disposals or write-downs of tangible capital

assets - 10 363
Amortization of tangible capital assets 820 822 789

Net acquisition of tangible capital assets (3,180) (3,349) (1,706)

Other non-financial assets
Increase in prepaid expenses during the year - 1 104

Net acquisition of other non-financial assets - 1 104

(Decrease) increase in net (debt) financial
assets (2,751) (2,454) 269

Net (debt) financial assets, beginning of year (432) 811 542

Net (debt) financial assets, end of year $ (3,183) $ (1,643) $ 811

See accompanying notes to financial statements.
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FOOD DEVELOPMENT CENTRE
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Statement of Cash Flow

(in thousands)

Years ended March 31, 2012 and 2011

2012 2011
Actual Actual

(Restated -
Note 4)

Cash provided by (applied to):

Operating activities:
Net income for the year $ 894 $ 1,871
Adjustment for:   

Amortization of tangible capital assets 822 789

1,716 2,660
Changes in the following: 

Accounts receivable 2,536 (851)
Accounts payable and accrued liabilities (288) 175
Accrued vacation entitlements 4 3
Deferred revenue 254 11
Severance liability 26 20
Prepaid expenses 1 104

Cash provided by operating activities 4,249 2,122

Capital activities:  
Acquisition of tangible capital assets (4,181) (2,495)
Proceeds on disposal of tangible capital assets 10 -

Cash applied to capital activities (4,171) (2,495)

Financing activities:
Repayment of borrowings from the Province of

Manitoba (194) (194)
Additional borrowings from the Province of Manitoba 900 -

Cash provided by financing activites 706 (194)

Change in cash and cash equivalents 784 (567)

Cash and cash equivalents, beginning of year 656 1,223

Cash and cash equivalents, end of year $ 1,440 $ 656

See accompanying notes to financial statements.

 
Page 2026



FOOD DEVELOPMENT CENTRE
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Notes to Financial Statements

(in thousands)

Year ended March 31, 2012

1. Nature of organization

Established in 1978, as part of the Manitoba Research Council, the Food Development Centre (the
"Centre") serves the agri-food industry by providing a wide range of services including food product
development, research, testing and assistance with technology transfer to enable the industry to
efficiently and economically produce high quality foods.

Effective April 1, 1996, the Centre was designated as a Special Operating Agency by regulation under
The Special Operating Agencies Financing Authority Act made by the Lieutenant Governor in Council.

The Centre is financed through the Special Operating Agencies Financing Authority (SOAFA). The
Financing Authority has the mandate to hold and acquire assets required for and resulting from the
Centre's operations. It finances the Centre through repayable loans and working capital advances.
The financial framework enables the Centre to operate in a business-like manner according to public
policy expectations.

A Management Agreement between the Financing Authority and the Minister of Rural Development,
being the Minister responsible for the Centre at that time, assigned responsibility to the Centre to
manage and account for the Centre related assets and operations on behalf of the Financing
Authority.

The Centre is a part of the Department of Agriculture, Food and Rural Initiatives under the general
direction of a General Manager/Chief Operating Officer, and ultimately the policy direction of the
Deputy Minister and Minister.  The Centre remains bound by relevant legislation and regulations.

An advisory board with representation from the food industry, client's of the Centre, academia and
government provides direction on policy and operating activities.

The Centre is economically dependent on the Province of Manitoba, as it derives a significant portion
of its revenue from the Province. The transactions with the Province of Manitoba are recorded at the
exchange amount, which is the amount agreed upon by both parties.

2. Basis of accounting

As of April 1, 2011, the Centre adopted Canadian public sector accounting (PSA) standards with a
transition date of April 1, 2010.  These are the Centre's first financial statements prepared in
accordance with PSA standards.  More details on the transition to PSA standards are provided in Note
4 to these financial statements.

The adoption of PSA standards includes the early adoption of PS 1201 Financial Statement
Presentation, PS 3041 Portfolio Investments, PS 3450 Financial Instruments, and new PS 3410
Government Transfers.

3.  Significant accounting policies

(a) Revenue

Government transfers

Government transfers without eligibility criteria or stipulations are recognized as revenue when
the transfer is authorized. 

Government transfers with eligibility criteria but without stipulations are recognized as revenue
when the transfer is authorized and all eligibility criteria have been met. 
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FOOD DEVELOPMENT CENTRE
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Notes to Financial Statements

(in thousands)

Year ended March 31, 2012

3. Significant accounting policies (continued)

Government transfers with or without eligibility criteria but with stipulations are recognized as
revenue in the period the transfer is authorized and all eligibility criteria have been met, except
when and to the extent that the transfer gives rise to a liability. 

Fee for service

Fee for service revenue is recognized when the services provided are complete or substantially
complete.

Lease income

Lease income is recognized according to the terms of the underlying lease agreement(s).

Administration fees

Administration fees are recognized in accordance with the terms and conditions of the underlying
agreement(s).

Other revenue

All other revenues are recorded on an accrual basis.

(b) Expenses

All expenses incurred for goods and services are recorded on an accrual basis.

(c) Financial assets

Cash and cash equivalents
Cash and cash equivalents include cash on hand and short term deposits and investments with
original maturities of three months or less.

Accounts receivable
Accounts receivable are recorded at the lower of cost and net realizable value.  An allowance for
doubtful accounts is recorded when there is uncertainty whether the amounts will be collected.

Portfolio investments
Portfolio investments are investments and deposists with original maturities of more than three
months.  These investments are recognized at cost.

(d) Liabilities

Liabilities are present obligations as a result of transactions and events occurring at or prior to the
end of the fiscal year the settlement of which will result in the future transfer or use of assets or
other form of settlement.  Liabilities are recognized when there is an appropriate basis of
measurement and a reasonable estimate can be made of the amount involved.

(e) Non-financial assets

Non-financial assets do not normally provide resources to discharge existing liabilities of the
Centre.  These assets are normally employed to provide future services.
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FOOD DEVELOPMENT CENTRE
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Notes to Financial Statements

(in thousands)

Year ended March 31, 2012

3. Significant accounting policies (continued)

Prepaid expenses

Prepaid expenses are payments for goods or services which will provide economic benefit in
future periods.  The prepaid amount is recognized as an expense in the year the goods or
services are consumed.  

Tangible capital assets

Tangible capital assets are recognized at cost.  Cost includes the purchase price as well as other
acquisition costs.  The costs of tangible capital assets, less any residual value, are amortized
over their estimated useful lives as follows:

Building improvements 15 years straight line
Equipment - commercial and

product development 15 years straight line
Equipment - office 20% declining balance
Computer hardware and software 5 years stright line

(f) Measurement uncertainty

The preparation of financial statements in conformity with Canadian public sector accounting
standards requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities, the disclosure of contingencies at the date of the financial
statements, and the reported amount of revenues and expenses during the reporting period.
Actual results could differ from these estimates.

4. First-time adoption of public sector accounting standards

In previous fiscal years, the Centre classified itself as a Government Business-Type Organization
(GBTO) and followed the recommendations of the Canadian Institute of Chartered Accountants
(CICA) Accounting Handbook – Part V.  In October 2009, the Public Sector Accounting Board (PSAB)
determined that the category will cease to exist for fiscal years ending on or after January 1, 2011,
and GBTOs are required to reclassify themselves in accordance with Public Sector Accounting (PSA)
standards.  In accordance with recommendations of the Public Sector Accounting Handbook, the
Centre has determined that it is an “other government organization” and has determined that PSA
standards are the most appropriate framework for financial reporting purposes.

These new standards were required to be applied retroactively.  The impacts of this change are as
follows:

(a) Portfolio investments March 31, 2011 April 1, 2010

Portfolio investments as per previous financial
statements $ - $ -

Add: amounts reclassified from severance pay
benefits cash in trust - Note (i) 41 41

Portfolio investments as per PSA standards $ 41 $ 41
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4. First-time adoption of public sector accounting standards (continued)

(b) Employee future benefits March 31, 2011 April 1, 2010

Severance liability as per previous financial
statements $ 152 $ 132

Add: sick pay benefits recognized per PSA
standards - Note (ii) 41 41

Employee future benefits as per PSA standards $ 193 $ 173

(c) Borrowings from the Province of Manitoba March 31, 2011 April 1, 2010

Long term debt as per previous financial
statements $ 106 124

Add: current portion of long term debt per
previous financial statements 18 18

Add: amounts reclassified from deferred contributions -
Note (iii) 1,575 1,750

Borrowings as per PSA standards $ 1,699 $ 1,892

(d) Accumulated surplus March 31, 2011 April 1, 2010

Equity as per previous financial statements $ 393 $ 81

Less: sick pay benefits recognized per PSA
standards - Note (ii) (41) (41)

Add: expansion reserve per previous financial
statements - Note (iv) 470 330

Add: government transfers previously deferred -
Note (v) 12,078 10,659

Accumulated surplus as per PSA standards $ 12,900 $ 11,029

(e) Net income March 31, 2011

Net income as per previous financial statements $ 452

Less: asset write-down previously recorded in
deferred contributions per previous financial
statements (363)

Add: government transfers previously deferred - Note (iv) 1,782
Net income as per PSA standards $ 1,871

(f) Cash flows

The adoption of PSA standards did not impact the net cash flows of the Centre.  However, the
adjustments made to portfolio investments, employee future benefits, borrowings from the
Province of Manitoba, accumulated surplus and net income resulted in minor reclassifications of
certain amounts presented in the statement of cash flow.

(g) Budget

Certain of the budget amounts included in the 2011/12 Business Plan have been restated to
conform to PSA standards.  Reconciliations of these restated budget amounts have not been
included in the financial statements due to these reconciliations not considered to be material to
the users of the financial statements.
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4. First-time adoption of public sector accounting standards (continued)

Notes:

(i) PSA Standards require information about designated assets to be disclosed in the notes, and not
on the statement of financial position. Therefore, designated assets previously classified as
“severance pay benefits cash in trust" are reclassified to portfolio investments on the statement of
financial position, with the information disclosed in Note 13.

(ii) PSA standards require the recognition of a liability for sick pay benefits that accumulate but do
not vest.  Under the previous accounting standards, the Agency was not required to accrue a
liability for sick pay benefits that accumulated but did not vest.

(iii) Included in total deferred contributions per the previous financial statements was a loan from the
Province of Manitoba that remains eligible for recognition under PSA standards; the remaining
balance in deferred contributions was adjusted to opening accumulated surplus - see Note (v)
below.

(iv) PSA standards require that information about reserves not be included on the statement of
financial position but disclosed in the notes to the financial statements (see Note 12 to these
financial statements).  Also, any expenses previously recorded in a reserve fund are now
reflected in the statement of operations per PSA standards.

(v) Government assistance towards the acquisition of tangible capital assets was previously deferred
and amortized over the life of the related asset.  Under PSA standards, government transfers are
recognized as revenue when the transfers are authorized and any eligibility criteria are met, to
the extent the transfers have any stipulations that give rise to a liability.

5. Financial instruments and financial risk management

Measurement

Financial instruments are classified into one of two measurement categories: (a) fair value; or (b) cost
or amortized cost.

The Centre records its financial assets at cost, which include cash and cash equivalents, accounts
receivable and portfolio investments.  The Centre also records its financial liabilities at cost, which
include accounts payable and accrued liabilities and borrowings.

Gains and losses on financial instruments measured at fair value are recorded in accumulated surplus
as re-measurement gains and losses until realized.  Upon disposition of the financial instruments, the
cumulative re-measurement gains and losses are reclassified to the consolidated statement of
operations.  Gains and losses on financial instruments measured at cost or amortized cost are
recognized in the consolidated statement of operations in the period the gain or loss occurs.

The Centre did not incur any re-measurement gains and losses during the year (2011 - $nil).

Financial risk management – overview

The Centre has exposure to the following risks from its use of financial instruments; credit risk; liquidity
risk; market risk; interest risk; and foreign currency risk.
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5. Financial instruments and financial risk management (continued)

Credit risk

Credit risk is the risk that one party to a financial instrument fails to discharge an obligation and
causes financial loss to another party.  Financial instruments which potentially subject the Centre to
credit risk consist principally of cash, temporary investments and accounts receivable.

The maximum exposure of the Centre to credit risk at March 31 is:

2012 2011

Cash and cash equivalents $ 1,440 $ 656
Accounts receivable 297 2,832
Portfolio Investments 41 41

$ 1,778 $ 3,529

Cash and cash equivalents and portfolio investments: The Centre is not exposed to significant credit
risk as these amounts are held by the Minister of Finance.

Accounts receivable: The Centre is not exposed to significant credit risk as the balance is due from a
large client base and payment in full is typically collected when it is due.  The Centre manages this
credit risk through close monitoring of overdue accounts.

The Centre establishes an allowance for doubtful accounts that represents its estimate of potential
credit losses.  The allowance for doubtful accounts is based on management’s estimates and
assumptions regarding current market conditions, customer analysis and historical payment trends.
These factors are considered when determining whether past due accounts are allowed for or written
off.

The balance in the allowance for doubtful accounts at March 31, 2012 was $26 ($2011 - $10).

2012 2011

Balance, beginning of the year $ 10 $ 229
Provision for receivable impairment 20 46
Amounts written off (4) (265)
Balance, end of the year $ 26 $ 10

Liquidity risk

Liquidity risk is the risk that the Centre will not be able to meet its financial obligations as they come
due.

The Centre manages liquidity risk by maintaining adequate cash balances and by review from the
Province of Manitoba to ensure adequate funding will be received to meet the obligations.

Market risk

Market risk is the risk that changes in market prices, such as interest rates and foreign exchange
rates, will affect the Centre’s income or the fair values of its financial instruments.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market interest rates.  The interest rate exposure relates to cash
and cash equivalents and porfolio investments.
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5. Financial instruments and financial risk management (continued)

The interest rate risk on cash and cash equivalents is considered to be low because of their
short-term nature.  The interest rate risk on portfolio investments is considered low as the original
deposits are reinvested at rates for investments with similar terms and conditions.

Foreign currency risk

Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument
will fluctuate because of changes in foreign exchange rates.  The Centre is not exposed to
significant foreign currency risk as it does not have any significant financial instruments
denominated in a foreign currency.

6. Cash and cash equivalents

Cash and cash equivalents include cash on hand, balances with banks and short-term deposits with
original maturities of three months or less.

2012 2011

Restricted $ 161 $ -
Unrestricted 1,279 656

Total cash and cash equivalents $ 1,440 $ 656

The restricted balance represents the amount on deposit to fund certain eligible expenditures related
to a project the Agency is overseeing.  The offsetting liability is included in total accounts payable
and acrrued liabilities. 

7. Accounts receivable

2012 2011

Trade accounts receivable $ 237 $ 183
Other receivables 62 2,639
Due from Growing Forward Program (Note 13) 24 20
Allowance for doubtful accounts (26) (10)

$ 297 $ 2,832

8. Working capital advances

The Special Operating Agencies Financing Authority has provided the Centre with an authorized line
of working capital of $1,000 of which $22 was used at March 31, 2012 (2011 - $254).
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9. Employee future benefits

2012 2011

Severance benefits $ 178 $ 152
Sick pay benefits 41 41

$ 219 $ 193

Pension benefits

Employees of the Centre are eligible for pension benefits in accordance with the provisions of the
Civil Service Superannuation Act (CSSA), administered by the Civil Service Superannuation Board
(CSSB).  The CSSA established a defined benefit plan to provide benefits to employees of the
Manitoba Civil Service and to participating agencies of the Government, including the Centre,
through the Civil Service Superannuation Fund (CSSF).

Effective March 31, 2001, pursuant to an agreement with the Province of Manitoba, the Centre
transferred to the Province the pension liability for its employees.

Commecning April 1, 2011, the Centre was required to pay to the Province an amount equal to its
employees' current pension contributions.  The amount paid for 2012 was $122 (2011 - $111).
Under this agreement the Centre has no further pension liability.

Severance benefits

Effective April 1, 1998, the Centre began recording accumulated severance pay benefits for its
employees.  The amount of severance pay obligations is based on actuarial calculations.  The
periodic actuarial valuations of these liabilities may determine that adjustments are needed to the
actuarial calculations when actual experience is different from that expected and/or because of
changes in actuarial assumptions used.  The resulting actuarial gains or losses are amortized over
the expected average remaining service life of the related employee group.

An actuarial report was completed for the severance pay liability as of March 31, 2011.  The report
provides a formula to update the liability on an annual basis.  In accordance with the formula, the
Centre's actuarially determined net liability for accounting purposes as at March 31, 2012 was $178
(2011 - $152), with the actuarial loss being amortized over the 15 year expected average remaining
service life of the employee group.

Significant long-term actuarial assumptions used in the March 31, 2011 valuation, and in the
determination of the March 31, 2012 present value of the accrued severance benefit obligation were:

Annual rate of return
inflation component 2.00%
real rate of return 4.00%

6.00%

Assumed salary increase rates
annual productivity increase 1.00%
annual general salary increase 2.75%

3.75%
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9. Employee future benefits (continued)

Sick pay benefits

The Financing Authority provides sick leave benefits for employees that accumulate but do not vest.
The accrued benefit obligation related to sick leave entitlement earned by employees is determined
using a valuation model developed by an actuary.  The valuation is based on employee
demographics, sick leave usage and actuarial assumptions.  These assumptions include a 6.00%
annual return and a 3.75% annual salary increase.

10. Borrowings from the Province of Manitoba 

By virtue of the Management Agreement, the Centre is responsible for the repayment of debts
assumed by the Special Operating Agencies Financing Authority (SOAFA) on its behalf.  SOAFA
holds the debt instruments listed in this Note on behalf of the Centre.

Borrowings obtained through the use of available Loan Act Authority are repayable in quarterly
instalments of principal and interest as follows:

2012 2011

5.625% repayable in annual instalments of $175
principal plus interest, maturing in 2019 $ 1,400 $ 1,575

5.800% repayable in annual instalments of $18 principal plus
interest, maturing in 2017 106 124

Currently interest only at prime less .75% with
principal repayment terms and maturity date yet
to be determined 900 -

$ 2,406 $ 1,699

Interest is measured using the effective interest method. Principal repayments, excluding amounts
yet to be determined, in each of the next five years are as follows:

Year Amount

2013 $ 193
2014 193
2015 193
2016 193
2017 193
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11. Tangible capital assets   

2012 2011

Opening Closing
Balance Additions Disposals Balance Total

Cost
Equipment -

commercial and
product development$ 6,812 $ 85 $ (10) $ 6,887 $ 6,812

Computer hardware
and software 96 - - 96 96

Building improvements 6,608 - - 6,608 6,608
Commercial and

training expansion 3,271 4,096 - 7,367 3,271

$ 16,787 $ 4,181 $ (10) $ 20,958 $ 16,787

Accumulated Amortization
Equipment -

commercial and
product
development $ 2,054 $ 375 $ - $ 2,429 $ 2,054

Computer hardware
and software 94 2 - 96 94

Building improvements 2,617 445 - 3,062 2,617
Total accumulated

amortization $ 4,765 $ 822 $ - $ 5,587 $ 4,765

Net book value $ 12,022 $ 3,359 $ (10) $ 15,371 $ 12,022

During the year, commercial and training expansion costs were capitalized in the amount of $4,096
(2011 - $3,082).  Amortization will commence once the expansion is complete and available for use.

12. Accumulated surplus

Based on approvals from Treasury Board, the Centre has allocated $96 (2011 - $470) of its
accumulated surplus for reserve funds that are internally designated for the commercial and training
expansion program.

13. Designated assets

The Centre has allocated $41 (2011 - $41) of its portfolio investments as designated assets for cash
received from the Province of Manitoba for the vacation entitlements earned by employees of the
Centre prior to its designation as an SOA and the severance pay benefits accumulated to March 31,
1998 for certain of their employees.  This amount is held in an interest bearing account until the cash
is required to discharge the related liabilities.  Any unused balance is re-invested annually.
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14. Administration fees - Growing Forward Program

The Centre has been authorized by Treasury Board to administer the non-business risk
management programs under the Canada-Manitoba Growing Forward Framework Agreement (the
Growing Forward Program) on behalf of the federal government and to collect an administration fee
of approximately 6% of the federal government's funding.  Total administration fees received or
receivable under this agreement for the year ending March 31, 2012 were $851 (2011 - $801).  The
Centre's administration runs April 1, 2009 to March 31, 2013.

Although the Growing Forward Program is administered by the Centre, control of the program
remains with the Government of Canada, Department of Agriculture and Agri-Foods.  Therefore, the
financial statements of the Growing Forward Program have not been consolidated into the Centre's
financial statements.

Amounts due from the Growing Forward Program are non-interest bearing with no formal terms of
repayment. The balance as at March 31, 2012 was $24 (2011 - $20).

15. Reclassification of comparative information

Certain of the comparative figures for the year ending March 31, 2011 have been reclassified to
conform to the financial statement presentation adopted for the current year (see also Note 4 to
these financial statements).
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2012 2012 2011
Budget Actual Actual

(Restated -
Note 4)

Accrediation and licensing fees $ 6 $ 7 $ 7
Advisory committee fees 5 2 2
Bad debt expense 15 20 53
Bank charges - 4 3
Computer expenses 122 121 83
Courier and telephone 30 36 33
Equipment rental 87 76 46
Insurance 101 78 70
Interest on borrowings 158 92 96
Memberships 7 11 10
Printing, stationary and postage 28 17 18
Professional fees 35 48 23
Property taxes 149 123 120
Repairs and maintenance 330 55 47
Research and development 20 9 8
Training 25 10 15

$ 1,118 $ 709 $ 634
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GREEN MANITOBA ECO SOLUTIONS 
(An Agency of the Special Operating Agencies Financing Authority Province of Manitoba) 

 
 
 
 
Management's Responsibility for Financial Reporting 
 
Green Manitoba Eco Solutions (Green Manitoba) management is responsible for preparing the financial 
statements and other financial information in the Annual Report. This responsibility includes maintaining 
the integrity and objectivity of financial data and the presentation of Green Manitoba's financial position 
and results of operations and its cash flows in accordance with Canadian public sector accounting 
standards. In management's opinion, the financial statements have been properly prepared within 
reasonable limits of materiality, incorporating management's best judgement regarding all necessary 
estimates and all other data available through August 7, 2012. 
 
Management maintains internal controls to properly safeguard Green Manitoba's assets. These controls 
also provide reasonable assurance that the books and records from which financial statements are derived 
accurately reflect all transactions, and that established policies and procedures are followed. 
 
Green Manitoba's financial statements have been audited by Grant Thornton LLP, independent external 
auditors. The auditors' responsibility is to express an independent opinion on whether the financial 
statements of Green Manitoba are presented fairly, in all material respects, in accordance with Canadian 
public sector accounting standards. The Auditors' Report outlines the scope of their audit examination and 
provides their audit opinion. 
 
On behalf of Green Manitoba's management, 
 
 
 
__________________________________ 
Christina McDonald 
Chief Operating Officer 
 
Winnipeg, Manitoba 
August 7, 2012 
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Independent Auditors’ Report 
 
 

 
To the Special Operating Agencies Financing Authority of 
Green Manitoba Eco Solutions 
 
We have audited the accompanying financial statements of Green Manitoba Eco Solutions, which 
comprise the statement of financial position as at March 31, 2012, March 31, 2011, and April 1, 2010, the 
statement of operations, change in net financial assets and cash flows for the years ended March 31, 2012 
and March 31, 2011, 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 public sector accounting standards, 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 control relevant to the company’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 company’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. 

Opinion  
In our opinion, the financial statements present fairly, in all material respects, the financial position of 
Green Manitoba Eco Solutions as at March 31, 2012, March 31, 2011, and April 1, 2010, and the results 
of its operations, changes in net financial assets, and its cash flows for the years ended March 31, 2012 
and March 31, 2011 in accordance with Canadian public sector accounting standards. 

 

Winnipeg, Manitoba  

August 7, 2012  Chartered Accountants
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  March 31,    March 31,  April 1,
2012 2011 2010

(Restated (Restated
 Note 4)  Note 4)

FINANCIAL ASSETS
Cash 2,032$             1,365$             805$                
Accounts receivable (Note 6) 157                  468                  1,619               

2,189               1,833               2,424               

LIABILITIES
Accounts payable and accruals           369                  344                  250                  
Unearned revenue (Note 7) -                       115                  337                  
Severance liability (Note 8) 25                    13                    10                    

394                  472                  597                  

NET FINANCIAL ASSETS 1,795               1,361               1,827               

NON-FINANCIAL ASSETS
Tangible capital assets (Note 9) -                       1                      4                      

-                       1                      4                      

ACCUMULATED SURPLUS 1,795$             1,362$             1,831$             

See accompanying notes to financial statements.

GREEN MANITOBA ECO SOLUTIONS

Statement of Financial Position

March 31, 2012

(An Agency of the Special Operating Agencies Financing Authority Province of Manitoba)

(In Thousands)
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2012 2012 2011
Budget  Actual  Actual  

(Restated
 Note 4)

REVENUE
Grants - Province of Manitoba 2,381$         1,863$         2,605$         
Grants - Federal government -                   177              183              
Non government funding 2,767           2,444           2,108           

5,148           4,484           4,896           

EXPENSES
Advertising and promotion 46                44                23                
Amortization 1                  1                  3                  
Computer 44                62                40                
Contracted services 70                6                  46                
Office 88                22                20                
Other 9                  -                   -                   
Professional fees 15                9                  7                  
Program supplies and services 3,870           3,121           4,490           
Rent 65                65                73                
Salaries and benefits 750              684              637              
Training 18                11                2                  
Travel 27                26                24                

5,003           4,051           5,365           

ANNUAL SURPLUS (DEFICIT) 145              433              (469)             

ACCUMULATED SURPLUS, BEGINNING OF YEAR 1,362           1,362           1,831           

ACCUMULATED SURPLUS, END OF YEAR 1,507$         1,795$         1,362$         

See accompanying notes to financial statements.

GREEN MANITOBA ECO SOLUTIONS

Statement of Operations

For the Year Ended March 31, 2012
(In Thousands)

(An Agency of the Special Operating Agencies Financing Authority Province of Manitoba)
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2012 2012 2011
Budget  Actual  Actual  

(Restated
 Note 4)

Annual Surplus (Deficit) 145$            433$            (469)$           

Tangible capital assets 
Amortization of tangible capital assets 1                  1                  3                  

Net acquisition of tangible capital assets 1                  1                  3                  

INCREASE (DECREASE) IN NET FINANCIAL ASSETS 146              434              (466)             

NET FINANCIAL ASSETS, BEGINNING OF YEAR 1,361           1,361           1,827           

NET FINANCIAL ASSETS, END OF YEAR 1,507$         1,795$         1,361$         

See accompanying notes to financial statements.

GREEN MANITOBA ECO SOLUTIONS

Statement of Change in Net Financial assets

For the Year Ended March 31, 2012
(In Thousands)

(An Agency of the Special Operating Agencies Financing Authority Province of Manitoba)
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2012 2011
Actual Actual

(Restated
 Note 4)

Cash provided by (applied to):
Operating

Annual Surplus (Deficit) 433$                 (469)$                 
Amortization of tangible capital assets 1                        3                        

434                   (466)                   
Change in:

Accounts receivable 311                   1,151                 
Accounts payable and accruals 25                     94                      
Unearned revenue (115)                  (222)                   
Severance liability 12                     3                        

Cash provided by operating activities 667                   560                    

INCREASE IN CASH 667                   560                    

CASH - BEGINNING OF YEAR 1,365                805                    

CASH - END OF YEAR 2,032$             1,365$               

See accompanying notes to financial statements.

Statement of Cash Flow

For the Year Ended March 31, 2012

GREEN MANITOBA ECO SOLUTIONS
(An Agency of the Special Operating Agencies Financing Authority Province of Manitoba)

(In Thousands)
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GREEN MANITOBA ECO SOLUTIONS 
(An Agency of the Special Operating Agencies Financing Authority Province of Manitoba) 

Notes to Financial Statements 

Year ended March 31, 2012 
 

 
 

 
1. NATURE OF ORGANIZATION 
 
Effective April 1, 2006, Green Manitoba Eco Solutions ("Green Manitoba") was designated as a Special 
Operating Agency pursuant to the Special Operating Agencies Financing Authority act (C.C.S.M. c.S185). 
Green Manitoba operates under a charter approved by the Lieutenant Governor in Council. 
 
Green Manitoba promotes sustainability practices by bringing together all partners (governments, business 
and other stakeholder organizations) and in doing so achieves more than if each had acted alone. Green 
Manitoba serves as the access point for customers to acquire information about provincial sustainability 
issues. The Special Operating Agency (SOA) delivers programs and services related to increasing energy 
efficiency, conserving water, reducing waste, reducing GHG emissions through climate change action, 
encouraging sustainable transportation practices and Education for Sustainability. 
 
Green Manitoba is financed through the Special Operating Agencies Financing Authority (SOAFA). 
SOAFA has the mandate to hold and acquire assets required for and resulting from Green Manitoba's 
operations. It finances Green Manitoba through repayable loans and working capital advances. The financial 
framework enables Green Manitoba to operate in a business-like manner according to public policy 
expectations. A management agreement between the Financing authority and the Minister of Innovation, 
Energy and Mines assigns responsibility to Green Manitoba to manage and account for agency-related 
assets and operations on behalf of the Financing Authority. 
 
Green Manitoba is part of the Department of Conservation and operates under policy direction of the 
Assistant Deputy Minister, Programs Division. Green Manitoba remains bound by relevant legislation and 
regulations, as well as by administrative policy except where specific exemptions have been provided for in 
its charter in order to meet business objectives. 
 
Green Manitoba derives its revenue from the province and external sources. The transactions with the 
Province of Manitoba are recorded at the exchange amount, which is the amount agreed upon by both 
parties. 
 
 
2. BASIS OF ACCOUNTING  
 
As of April 1, 2011, Green Manitoba adopted Public Sector Accounting (PSA) Standards with a transition 
date of April 1, 2010.  More details on this transition are provided in Note 4. 
 
The adoption of PSA Standards includes early adoption of PS 3450 Financial Instruments, PS 1201 
Financial Statement Presentation, and new PS 3410 Government Transfers.  
 

3. SIGNIFICANT ACCOUNTING POLICIES 
 

a. Revenue 
 

(i) Government transfers 
 

Government transfer without eligibility criteria or stipulations is recognized as revenue 
when the transfer is authorized.  

(continues) 
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3. SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

Government transfer with eligibility criteria but without stipulations is recognized as 
revenue when the transfer is authorized and all eligibility criteria have been met. 

 
Government transfer with or without eligibility criteria but with stipulations is recognized as 
revenue in the period the transfer is authorized and all eligibility criteria have been met, 
except when and to the extent that the transfer gives rise to a liability.  

 
(ii) Non government funding 

 
Special program funding is taken into income to match the program expenditures. Any 
remaining program funding is deferred. 

 
(iii) Other revenue 

 
All other revenues are recorded on an accrual basis. 
 

b. Expenses  
 

All expenses are recorded on an accrual basis. 
 

c. Cash  
 

Cash includes cash on hand and the bank balance. 
 

d. Liabilities 
 

Liabilities are present obligations as a result of transactions and events occurring prior to the end 
of the fiscal year.  The settlement of the liabilities will result in the future transfer or use of assets 
or other form of settlement.  Liabilities are recorded at the estimated amount ultimately payable. 

 
e. Non-financial Assets 

Non-financial assets do not normally provide resources to discharge liabilities of Green 
Manitoba.  These assets are normally employed to provide future services. 

 
f. Tangible capital assets   

 
Tangible Capital Assets are recognized at cost less accumulated amortization.  Cost includes the 
purchase price as well as other acquisition costs. The costs of tangible capital assets, less any 
residual value, are amortized over a period of 5 years. 

(continues) 
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3. SIGNIFICANT ACCOUNTING POLICIES (continued) 

 
 

g. Measurement Uncertainty 
 

The preparation of financial statements requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities, the disclosure of 
contingencies at the date of the financial statements, and the reported amount of revenues and 
expenses during the reporting period.  Actual results could differ from these estimates. 

 
 
4. FIRST-TIME ADOPTION OF PUBLIC SECTOR ACCOUNTING STANDARDS 
 
In previous fiscal years, Green Manitoba classified itself as a Government Business-Type Organization 
(GBTO) and followed the recommendations of the Canadian Institute of Chartered Accountants (CICA) 
Accounting Handbook - Part V. In October 2009, the Public Sector Accounting Board (PSAB) determined 
that the category will cease to exist for fiscal years ending on or after January 1, 2011, and GBTOs are 
required to reclassify themselves in accordance with Public Sector Accounting (PSA) Standards. In 
accordance with recommendations of the Public Sector Accounting Handbook, Green Manitoba has 
determined that it is an “other government organization” and has determined that PSA Standards are the 
most appropriate framework for reporting purposes. 

 
These new standards were required to be applied retroactively. The impacts of this change are as follows: 
 

a) Unearned revenue   March 31, 2011 April 1, 2010 
Unearned revenue as per previous financial statements $     735 $   1,665 
Less:  government transfers previously deferred - Note     ( 620) (1,328) 
Unearned revenue as per PSA Standards $    115 $      337 

 
b) Accumulated surplus   March 31, 2011 April 1, 2010 
Equity as per previous financial statements $    742 $    503 
Add:  government transfers previously deferred - Note      620 1,328 
Accumulated surplus as per PSA Standards $1,362 $1,831 

 

c) Annual Surplus (Deficit) 
Year ended 

March 31, 2011 
Annual Surplus as per previous financial statements $ 239 
Add:  change in government transfers previously deferred (Note)      (708) 
Annual Surplus (Deficit) as per PSA Standards   $  (469) 

 
Note: Some government funding was previously deferred to match the program expenditures. Under 
PSA Standards, government transfers are recognized as revenue when the transfers are authorized and 
any eligibility criteria are met, to the extent the transfers have any stipulations that give rise to a 
liability. 
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5. FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT  
 
Measurement 
Financial instruments are classified into one of the two measurement categories: (a) fair value; or (b) cost or 
amortized cost. 

 
Green Manitoba records its financial assets at cost, which include cash and accounts receivable. Green 
Manitoba also records its financial liabilities at cost, which include accounts payable. 
 
Gains and losses on financial instruments measured at fair value are recorded in accumulated surplus as re-
measurement gains and losses until realized. Upon disposition of the financial instruments, the cumulative 
re-measurement gains and losses are reclassified to the consolidated statement of operations. Gains and 
losses on financial instruments measured at cost or amortized cost are recognized in the consolidated 
statement of operations in the period the gain or loss occurs.   
 
Green Manitoba did not incur any re-measurement gains and losses during the year (2011 - $nil). 

 
Financial risk management - overview 

 
Green Manitoba has exposure to the following risks from its use of financial instruments: credit risk; 
liquidity risk; market risk; interest risk; and foreign currency risk. 

 
Credit risk  

 
Credit risk is the risk that one party to a financial instrument fails to discharge an obligation and causes 
financial loss to another party.  Financial instruments which potentially subject Green Manitoba to credit 
risk consist principally of cash, and accounts receivable.   

 
The maximum exposure of Green Manitoba to credit risk at March 31 is: 

   2012 2011 

Cash  $2,032 $1,365 
Accounts receivable 157 468 

 $2,189 $1,833 
   

Cash: Green Manitoba is not exposed to significant credit risk as these amounts are held by the 
Minister of Finance. 
 
Accounts receivable: Green Manitoba is not exposed to significant credit risk as the balance is due 
from a large client base, and payment in full is typically collected when it is due. Green Manitoba 
manages this credit risk through close monitoring of overdue accounts.  
 
Green Manitoba establishes an allowance for doubtful accounts that represents its estimate of potential 
credit losses.  The allowance for doubtful accounts is based on management’s estimates and 
assumptions regarding current market conditions, customer analysis and historical payment trends. 
These factors are considered when determining whether past due accounts are allowed for or written 
off.  
 
There was no change in the allowance for doubtful accounts during the year and the balance at March 
31, 2012 was $0. 

(continues) 
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5. FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT (continued) 
 
Liquidity risk  

 
Liquidity risk is the risk that Green Manitoba will not be able to meet its financial obligations as they come 
due. 
 
Green Manitoba manages liquidity risk by maintaining adequate cash balances and by review from the 
Province of Manitoba to ensure adequate funding will be received to meet the obligations. 
 
Market risk  

 
Market risk is the risk that changes in market prices, such as interest rates and foreign exchange rates, will 
affect Green Manitoba’s income or the fair values of its financial instruments.   

 
Interest rate risk  

 
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in market interest rates.  The interest rate exposure relates to funds on deposit. 

 
The interest rate risk on funds on deposit is considered to be low because of their short-term nature.   

 
Foreign currency risk 

 
Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will 
fluctuate because of changes in foreign exchange rates.  Green Manitoba is not exposed to significant 
foreign currency risk as it does not have any financial instruments denominated in foreign currency.   
 

 
 

6. ACCOUNTS RECEIVABLE 
 

The accounts receivable balance is comprised of the following amounts: 
 
 

   2012    2011 

Environmental Education $      2  $       4 
GHG Certification -  20 
Operating - Salaries and benefits 1  18 
PRAC 148  130 
Provincial Conservation Funding -  225 
Waste (E-Waste and HHW) 6  11 
Water - Lower Income Program -  60 

 $      157 $  468 
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7. UNEARNED REVENUE 
 
Unearned revenues are set aside for specific purposes as required by funding agreements.  The unearned 
revenue balance is comprised of the following amounts: 
 
 
 2012  
 Opening  Funds  Trans to  Closing  
 Balance  Received  Revenue  Balance  
Energy/Climate Change – 
GMEF Fund  $    10 $           - $     (10) $    -  
Energy/Climate Change – 
PRAC Fund 85 - (85) - 
Energy/Climate Change – 
CCPA Study 20 - (20) - 

   115             -  
           

(115)   -  
 
 
 
 
8. SEVERANCE LIABILITY 
 
Effective April 1, 2006, Green Manitoba commenced recording accumulated severance pay benefits for its 
employees. The amount of their severance pay obligations is based on actuarial calculations. The periodic 
actuarial valuations of these liabilities may determine that adjustments are needed to the actuarial 
calculations when actual experience is different from that expected and/or because of changes in actuarial 
assumptions used. The resulting actuarial gains or losses are amortized over the expected average remaining 
service life of the related employee group. 
 
An actuarial report was completed for the severance pay liability as of March 31, 2011. The report provides 
a formula to update the liability on an annual basis. Green Manitoba's actuarially determined net liability for 
accounting purposes as at March 31, 2012 was $25 (2011 - $13). 

 
Significant long-term actuarial assumptions used in the March 31, 2012 valuation, and in the determination 
of the March 31, 2012 present value of the accrued severance benefit obligation were: 

 
Annual rate of return 

inflation component  2.00% 
real rate of return  4.00% 

6.00% 
 
Assumed salary increase rates 

annual productivity increase  1.00% 
annual general salary increase  2.75% 

3.75% 
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9. TANGIBLE CAPITAL ASSETS 

 
 2012  2011 
 Opening      Closing   
 Balance  Additions  Disposals  Balance  Total 

Cost       
Computer Equipment  $    4 $           - $           - $    4  $    4 
Furniture and Fixtures 9 - - 9 9 

Total cost   13             -             -   13    13 
 
Accumulated Amortization      
Computer Equipment  3            1            - 4 4 
Furniture and Fixtures 9             -            - 9 9 
Total accumulated 

amortization   12             1             -   13    13 

Net   $    1  $           1  $           -   $    -    $    - 
 

 
 
 
10. WORKING CAPITAL ASSETS 
 
Green Manitoba has an authorized line of working capital from the Province of Manitoba of $500 of which 
$NIL was used at March 31, 2012 (2011 - $NIL). 
 
 
 
 
11. PENSION BENEFIT 
 
In accordance with the provisions of The Civil Service Superannuation Act, employees of Green Manitoba 
are eligible for pension benefits under the Civil Service Superannuation Fund. The pension plan is a defined 
contribution plan, which requires Green Manitoba to contribute an amount equal to the employee's 
contribution to the Fund for current services. The amount expensed by Green Manitoba in the current year is 
$35 (2011 - $32). 

 
Green Manitoba has no further liability associated with the annual cost of pension benefits earned by Green 
Manitoba's employees. 
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12. PUBLIC SECTOR COMPENSATION DISCLOSURE 
 
 
    2012    2011 

Bonam, Rathan  Planning program analyst 1 $      -  $       53 
Ferguson, James  Planning program analyst 3 74  72 
Irwin, Lindsay  Planning program analyst 2 57  52 
Jonasson, John  Planning consultant 81  88 
McDonald, Christina  Senior manager 1 97  90 
Shymko, Randall  Planning program analyst 3 -  63 
Storey, Marie Planning program analyst 1 56  - 
Vogt, Annette Financial officer 50  - 

  $      415 $  418 
    
 

It is a requirement of the Public Sector Compensation Disclosure Act that annual disclosure be made 
of individual compensation exceeding $50 annually to any officer or employee of the Province of 
Manitoba 
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Management’s Responsibility for Financial Reporting 

The accompanying financial statements are the responsibility of the management of THE MANITOBA 
SECURITIES COMMISSION and have been prepared in accordance with Public sector accounting 
standards. In management's opinion, the financial statements have been properly prepared within 
reasonable limits of materiality, incorporating management's best judgment regarding all necessary 
estimates and all other data available to the audit report date. 

Management maintains internal controls to properly safeguard the assets and to provide reasonable 
assurance that the books and records from which the financial statements are derived accurately 
reflect all transactions and that established policies and procedures are followed. 

The responsibility of the external audit is to express an independent opinion on whether the 
financial statements of THE MANITOBA SECURITIES COMMISSION are fairly represented in 
accordance with Public sector accounting standards. The Independent Auditor's Report outlines the 
scope of the audit examination and provides the audit opinion. 

On behalf of Management 
THE MANITOBA SECURITIES COMMISSION 
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Independent Auditor's Report 
 

To The Special Operating Agencies Financing Authority 

We have audited the accompanying financial statements of THE MANITOBA SECURITIES 
COMMISSION, which comprise the statement of financial position as at March 31, 2012, March 31, 
2011 and April 1, 2010, and the statements of operations, change in net financial assets and cash 
flow for the years ended March 31, 2012, and March 31, 2011, 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 Public Sector Accounting Standards, 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 control relevant to 
the entity's preparation and fair presentation of the financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the entity's internal control. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of accounting estimates made by 
management, as well as evaluating the overall presentation of the financial statements. 

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

Opinion 
In our opinion, the financial statements present fairly, in all material respects, the financial position 
of THE MANITOBA SECURITIES COMMISSION as at March 31, 2012, March 31, 2011, and April 1, 2010,  
and the results of its operations and its cash flows for the years ended March 31, 2012 and March 31, 
2011 in accordance with Public Sector Accounting Standards. 
 
 
 
 
Chartered Accountants 

Winnipeg, Manitoba 
June 6, 2012 
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THE MANITOBA SECURITIES COMMISSION 

Statement of Financial Position 
(in thousands) 

 March 31  March 31  April 1  
 2012  2011  2010  
 

 Actual  Actual  Actual  

Financial Assets 
Cash and cash equivalents (Note 6) $ 12,626  $ 10,382  $ 8,978  
Accounts receivable (Note 7)  28   40   15  
Portfolio investments  1,019   1,019   1,019  

 
  13,673   11,441   10,012  

 
Liabilities  

Accounts payable and accrued liabilities  48   32   56  
Accrued vacation entitlements  236   238   227  
Accrued salaries and benefits  50   43   31  
Employee future benefits (Note 8)   279   278   251  

 
  613   591   565  

 
Net Financial Assets  13,060   10,850   9,447  

 
Non-financial Assets 

Tangible capital assets (Note 9)  28   44   63  
Prepaid expenses  47   42   45  

 
  75   86   108  

 
Accumulated surplus  $ 13,135  $ 10,936  $ 9,555  
 

Designated assets (Note 10) 
Commitments (Note 11) 
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THE MANITOBA SECURITIES COMMISSION 

Statement of Operations 
(in thousands) 

For the years ended March 31 2012  2012  2011  
 

 Budget  Actual  Actual  

Revenue 
Fees $ 11,500  $ 14,956  $ 14,195  
Interest  40   101   54  
Miscellaneous  -   2   1  

 
  11,540   15,059   14,250  

 
Expenses 

Amortization - capital assets   21   16   21  
CSA initiatives*  132   104   98  
Contract services  360   270   283  
Education/Information initiatives  197   166   184  
Miscellaneous  28   20   25  
Office materials and supplies  111   80   77  
Premises  286   278   262  
Professional services  127   142   127  
Research resources  55   38   32  
Salaries and benefits  3,152   2,796   2,803  
Staff development and professional dues  44   28   32  
Telecommunications  66   59   62  
Travel  91   63   63  

 
  4,670   4,060   4,069  

 
Annual operating surplus   6,870   10,999   10,181  

Transfer to the Province  
 of Manitoba (Note 12)  8,800   8,800   8,800  

 
Annual surplus (deficit)  (1,930)   2,199   1,381  

Accumulated surplus, beginning of year  7,639   10,936   9,555  
 

Accumulated surplus, end of year $ 5,709  $ 13,135  $ 10,936  
 
* Canadian Securities Administrators 
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THE MANITOBA SECURITIES COMMISSION 

Statement of Change in Net Financial Assets 
(in thousands) 

For the years ended March 31 2012  2012  2011  
 

 Budget  Actual  Actual  

Annual surplus (deficit) $ (1,930)  $ 2,199  $ 1,381  
 

Tangible Capital Assets 
Acquisition of tangible capital assets  (40)   -   (2)  
Amortization of tangible capital assets  21   16   21  

 
Net change in tangible capital assets  (19)   16   19  

 
Other Non-financial Assets 

Increase (decrease) in prepaid expense  -   (5)   3  
 

Net acquisition of other non-financial assets  -   (5)   3  
 

Increase (decrease) in net financial assets  (1,949)   2,210   1,403  

Net financial assets, beginning of year  7,554   10,850   9,447  
 

Net financial assets, end of year $ 5,605  $ 13,060  $ 10,850  
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THE MANITOBA SECURITIES COMMISSION 

Statement of Cash Flow 
(in thousands) 

For the years ended March 31 2012  2011  
 

 Actual  Actual  

Cash Provided by (applied to): 
Operating 

Annual surplus  $ 2,199  $ 1,381  
Amortization of tangible capital assets   16   21  

 
   2,215   1,402  

Change in 
Accounts receivable   12   (25)  
Prepaid expenses   (5)   3  
Accounts payable and accrued liabilities   16   (24)  
Accrued vacation entitlements   (2)   11  
Accrued salaries and benefits   7   12  
Employee future benefits   1   27  

 
Cash provided by operating activities   2,244   1,406  

Capital 
Acquisition of capital assets   -   (2)  

 
Increase in cash and cash equivalents    2,244   1,404  

Cash and cash equivalents, beginning of year   10,382   8,978  
 

Cash and cash equivalents, end of year  $ 12,626  $ 10,382  
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1. Nature of Organization 

Effective April 1, 1999 the Lieutenant Governor in Council designated the The Manitoba 
Securities Commission ("Commission") as a special operating agency under The Special 
Operating Agencies Financing Authority Act (C.C.S.M. c.S185) by Order in Council No. 
144/1999. The Order also gave approval to the Special Operating Agencies Financing 
Authority and the Minister of Consumer and Corporate Affairs, being the Minister responsible 
for the Commission, at that time, to enter into a management agreement with respect to the 
Commission. 

The Management Agreement between the Financing Authority and the Minister of Consumer 
and Corporate Affairs assigns responsibility to manage the assets transferred to The Manitoba 
Securities Commission in delivering regulated services to clients. 

In 2002, the Minister of Finance became the Minister responsible for the Commission. 

2. Basis of Accounting 

As of April 1, 2011, the Commission adopted Public Sector Accounting (PSA) Standards with 
a transition date of April 1, 2010. More details on this transition are provided in Note 4. 

The adoption of PSA Standards includes early adoption of PS 3450 Financial Instruments, PS 
1201 Financial Statement Presentation, and new PS 3410 Government Transfers. 

3. Significant Accounting Policies 

Revenue 

Fees and cost recoveries are recognized when received. Investment income is recorded in 
accordance with terms of the related investment. 

Expenses 

(a) All expenses incurred for goods and services are recorded on an accrual basis. 

(b) Government transfers are recognized as expenditures in the period in which the transfers 
are authorized and all eligibility criteria have been met. 

Financial Assets 

Portfolio Investments are investments that are capable of reasonably prompt liquidation and 
are recognized at cost.  
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3. Significant Accounting Policies (continued) 

Liabilities 

Liabilities are present obligations as a result of transactions and events occurring prior to the 
end of the fiscal year. The settlement of the liabilities will result in the future transfer or use of 
assets or other form of settlement. Liabilities are recorded at the estimated amount ultimately 
payable. 

Non-financial Assets 

(a) Prepaid expenses are payments for goods or services which will provide economic             
benefit in future periods. The prepaid amount is recognized as an expense in the year             
the goods or services are consumed.   

(b) Tangible capital assets are recognized at cost. Cost includes the purchase price as well 
as other acquisition cost. Capital assets are recorded at cost and amortized over their 
useful lives as follows:  

Office equipment  20% straight-line 
Furniture and fixtures  20% straight-line 
Leasehold improvements  10% straight-line 
Computer hardware  20% straight-line 
Computer software  20% straight-line 

The half-year rule is used in the year of acquisition. 

Measurement Uncertainty 

The preparation of financial statements requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities, the disclosure of 
contingencies at the date of the financial statements, and the reported amount of revenues 
and expenses during the reporting period.  Actual results could differ from these estimates. 
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4.  First-time Adoption of Public Sector Accounting Standards 

In previous years, the Commission was classified as a Government Business-Type 
Organization (GBTO) and followed the recommendations of the Canadian Institute of 
Chartered Accountants (CICA) Accounting handbook – Part V. In October 2009, the Public 
Sector Accounting Board (PSAB) determined that the category will cease to exist for fiscal 
years ending on or after January 1, 2011 and GBTOs are required to reclassify themselves in 
accordance with Public Sector Accounting (PSA) standards. In accordance with 
recommendations of the Public Sector Accounting Handbook, the Commission has 
determined that it is an “other government organization” and has determined that PSA 
Standards are the most appropriate framework for reporting purposes. 

These new standards were required to be applied retroactively. The impacts of this change 
are as follows: 

Portfolio Investments 
 March 31  April 1  

 2011  2010  
 

Portfolio investments as per previous financial statements $ -  $ -  
Add: Amounts reclassified from restricted short-term deposits 
 to portfolio investments (Note (i))  750   750  
Less: Amounts reclassified from long-term 
 investments  (Note (i))  269   269  

 
Portfolio investments as per PSA Standards $ 1,019  $ 1,019  

 

Accumulated Surplus 
 March 31  April 1  

 2011  2010  
 

Equity as per previous financial statements $ 10,186  $ 8,805  
Add: Amount reclassified from reserve fund (Note (i))  750   750  

 
Accumulated surplus as per PSAB Standards $ 10,936  $ 9,555  
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4.  First-time Adoption of Public Sector Accounting Standards (continued) 

Annual Surplus 
  March 31  

  2011  
 

Net Income as per previous financial statements – March 31, 2011 $ 10,181  
Less: Transfer to the Province of Manitoba previously 
 shown as a reduction of retained earnings (Note (ii))  8,800  

 
Annual surplus as per PSA Standards $ 1,381  

 

(i) PSA Standards require information about designated assets to be disclosed in the notes, 
and not on the statement of financial position. Therefore, designated assets previously 
classified as "long-term investments" and "restricted short-term deposits" are reclassified 
to "portfolio investments" on the statement of financial position and reserve fund has 
been reclassified as accumulated surplus, with the information disclosed in (Note 10). 

(ii) Transfer to the Province of Manitoba is now presented as an expenditure in the 
statement of operations. In the previous financial statements, these transfers were 
presented as a reduction of retained earnings. 

5. Financial Instruments and Financial Risk Management  

Financial instruments are classified into one of the two measurement categories: (a) fair value; 
or (b) cost or amortized cost. 

The Commission records its financial assets and liabilities at cost, which include cash and 
cash equivalents, accounts receivable and portfolio investments. The Commission also 
records its financial liabilities at cost, which include working capital advances and accounts 
payable. 

Gains and losses on financial instruments measured at fair value are recorded in accumulated 
surplus as remeasurement gains and losses until realized. Upon disposition of the financial 
instruments, the cumulative remeasurement gains and losses are reclassified to the statement 
of operations. Gains and losses on financial instruments measured at cost or amortized cost 
are recognized in the statement of operations in the period the gain or loss occurs. 
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5. Financial Instruments and Financial Risk Management (continued) 

Financial Risk Management Overview 

The Commission has exposure to the following risks from its use of financial instruments: 
credit risk; liquidity risk; market risk; interest risk; and foreign currency risk. 

Credit Risk 

Credit risk is the risk that one party to a financial instrument fails to discharge an obligation 
and causes financial loss to another party. Financial instruments which potentially subject the 
Commission to credit risk consist principally of cash and cash equivalents, portfolio 
investments, and accounts receivable.   

The maximum exposure of the Commission to credit risk at March 31 is: 

 2012  2011  
 

Cash and cash equivalents $ 12,626  $ 10,382  
Accounts receivable  28   40  
Portfolio investments  1,019   1,019  

 
 $ 13,673  $ 11,441  

 

Cash, cash equivalents and portfolio investments: The Commission is not exposed to 
significant credit risk as the cash and term deposits are primarily held by the Minister of 
Finance. 

Accounts receivable: The Commission is not exposed to significant credit risk as receivables 
consist of accrued interest owing from the Province of Manitoba and trade amounts owed 
primarily from other entities within the Government of the Province of Manitoba and payment 
in full is typically collected when it is due. The Commission establishes an allowance for 
doubtful accounts that represents its estimate of potential credit losses. The allowance for 
doubtful accounts is based on management’s estimates and assumptions regarding current 
market conditions, customer analysis and historical payment trends. These factors are 
considered when determining whether past due accounts are allowed for or written off.  

Management has determined that no allowance for doubtful accounts is required as at March 
31, 2012 (Nil in 2011). 
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5. Financial Instruments and Financial Risk Management (continued) 

Liquidity Risk 

Liquidity risk is the risk that the Commission will not be able to meet its financial obligations as 
they come due.   

The Commission manages liquidity risk by maintaining adequate cash balances and by review 
from the Province of Manitoba to ensure adequate funding will be received to meet the 
obligations. 

Market Risk 

Market risk is the risk that changes in market prices, such as interest rates and foreign 
exchange rates, will affect the Commission’s income or the fair values of its financial 
instruments. The significant market risk the Commission is exposed to is interest rate risk. 

Interest Rate Risk 

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The interest rate exposure relates to 
funds on deposit.   

Foreign Currency Risk 

Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument 
will fluctuate because of changes in foreign exchange rates. The Commission is not exposed 
to significant foreign currency risk as it does not have any financial instruments denominated 
in foreign currency. 

6. Cash and Cash Equivalents 

The Commission invests all surplus cash in short-term deposits with the Province of Manitoba, 
which are made up of ninety day callable term deposits. 

7. Accounts Receivable 
 2012  2011  

 
Accrued interest $ 16  $ 14  
Trade  12   26  

 
 $ 28  $ 40  
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THE MANITOBA SECURITIES COMMISSION 

Notes to Financial Statements 
(in thousands) 

For the years ended March 31, 2012 and March 31, 2011 
 

14 

8. Employee Future Benefits 

 2012  2011  
 

Severance benefits $ 279  $ 278  
 

 Pension benefits 

Employees of The Manitoba Securities Commission are eligible for pension benefits in 
accordance with the provisions of the Civil Service Superannuation Act (CSSA), administered 
by the Civil Service Superannuation Board (CSSB). The CSSA established a defined benefit 
plan to provide benefits to employees of the Manitoba Civil Service and to participating 
agencies of the Government, including The Manitoba Securities Commission, through the Civil 
Service Superannuation Fund (CSSF). 

Effective March 31, 2001, pursuant to an agreement with the Province of Manitoba, The 
Manitoba Securities Commission transferred to the Province the pension liability for its 
employees. 

Commencing April 1, 2001, The Manitoba Securities Commission was required to pay to the 
Province an amount equal to its employees' current pension contributions. The amount paid 
for 2012 was $125 ($121 in 2011). Under this Agreement, The Manitoba Securities 
Commission has no further pension liability. 

 Severance benefits 

The amount of severance pay obligations is based on actuarial calculations. The periodic 
actuarial valuations of these liabilities may determine that adjustments are needed to the 
actuarial calculations when the actual experience is different from that expected and/or 
because of changes in actuarial assumptions used. The resulting actuarial gains or losses are 
amortized over the expected average remaining service life of the related employee group. 

An actuarial report was completed for the severance pay liability as of March 31, 2008. The 
report provides a formula to update the liability on an annual basis. The Commission's 
actuarially determined net liability for accounting purposes as at March 31, 2012 was $279 
($278 in 2011). Commencing in the 2009 fiscal year, the accumulated actuarial loss of $27 
based on the actuarial reports will be amortized over the 15 year expected remaining service 
life of the employee group. 
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For the years ended March 31, 2012 and March 31, 2011 
 

15 

8. Employee Future Benefits (continued) 

Significant long-term actuarial assumptions used in the March 31, 2008 valuation, and in the 
determination of the March 31, 2012 present value of the accrued severance benefit obligation 
were: 

Annual rate of return 
Inflation component  2.00 % 
Real rate of return  4.00 % 

 
  6.00 % 

 
Assumed salary increase rate 

Annual productivity increase  1.00 % 
Annual general salary increase  2.75 % 

 
  3.75 % 

 

Sick pay benefits 

The Commission provides sick leave benefits for employees that accumulate but do not vest.  
The accrued benefit obligation related to sick leave entitlement earned by employees is 
determined using a valuation model developed by an actuary.  The Commission has not 
recorded an accrued sick pay benefit obligation as it has been determined to be immaterial. 

9. Tangible Capital Assets 
  2012  2011  

 
   Opening  Closing  
    Balance Additions Disposals   Balance  Total 

 
Cost 

Office equipment  $ 40  $ -  $ -  $ 40  $ 40  
Furniture and fixtures   153   -   -   153   153  
Leasehold improvements   41   -   -   41   41  
Computer hardware   140   -   -   140   140  
Computer software   863   -   -   863   863  

 
   1,237   -   -   1,237   1,237  

 
Accumulated Amortization 

Office equipment   36   3   -   39   36  
Furniture and fixtures   147   3   -   150   147  
Leasehold improvements   15   4   -   19   15  
Computer hardware   135   3   -   138   135  
Computer software   860   3   -   863   860  

 
   1,193   16   -   1,209   1,193  

 
Net book value  $ 44  $ (16)  $ -  $ 28  $ 44  
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(in thousands) 

For the years ended March 31, 2012 and March 31, 2011 
 

16 

10. Designated Assets 

Designated assets are distinct from restricted assets. Unlike restricted assets, the 
Commission or the Government can readily change its by-law or resolution and use the 
designated assets for another purpose if the need arises. The Commission has allocated 
$1019 ($1,019  in 2011) of its portfolio investments as designated assets for the following 
purposes: 

The Commission maintains separate deposits of $750 ($750 in 2011) to fund expenses which 
may arise with respect to its reserve fund. The Reserve Fund was established to finance 
extraordinary expenses for isolated and unanticipated purposes that are regulatory in nature 
and for changes in market activity that have a negative effect on revenues.   

The Commission has received $269 ($269 in 2011) of cash from the Province of Manitoba for 
the purpose of settling certain of its vacation and severance liabilities in the future. This 
amount is held in an interest bearing account until the cash is required to discharge the related 
liabilities.  Any unused balance is re-invested annually. 

11. Commitments 

The Commission has entered into a lease agreement commencing October 1, 2005 for rental 
of facilities at 400 St. Mary Avenue, which expires September 30, 2020. Occupancy charges 
for the year ended March 31, 2012 were $278. Minimum annual lease payments total $279 
per year for each of the next five years. 

12. Transfer to the Province of Manitoba 

Payments to the Consolidated Revenue Fund of the Province of Manitoba are set annually 
according to Treasury Board Directives, and paid in quarterly installments.  Total transfers for 
the current year were $8,800 ($8,800 in 2011).The Treasury Board has approved payments of 
$8,800 for the year ended March 31, 2013. 

13. Working Capital Advances 

These advances are provided to the Commission through the Special Operating Agencies 
Financing Authority pursuant to the Management Agreement. The Commission has an 
authorized line of working capital advance of $500 which was unutilized at March 31, 2012 (Nil 
in 2011). 

The Commission incurred no interest charges during the year (Nil in 2011). 
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THE MANITOBA SECURITIES COMMISSION 

Schedule of Public Sector Compensation Disclosure 
(in thousands) 

For the year ended March 31, 2012 
 
Employee Title Compensation 

Don Murray Chairman and CEO $ 144  
Doug Brown Director and Secretary to the Commission  133  
Steven Gingera Assistant Legal Counsel  129  
Chris Besko Assistant Legal Counsel  129  
Kim Laycock Assistant Legal Counsel  129  
Bob Bouchard Director and CAO  103  
Marlene Nemes Controller  89  
William Baluk Registrar  88  
Paula White Senior Compliance Officer  81  
Wayne Bridgeman Senior Analyst  80  
Jason Roy Senior Investigator  72  
Carla L. Buchanan Compliance Auditor  72  
Isilda Tavares Registration Officer  70  
Ainsley Cunningham Information Officer  69  
Terry Kirkham Investigator - Real Estate  68  
Patrick Weeks Analyst  66  
Leonard Terlinski  Investigator  58  
Timothy Tapley Investigator  58  
Liz Klippenstein Programmer Analyst  56  
Keith Schinkel Deputy Registrar - Registrations  51  

The Public Sector Compensation Disclosure Act requires all publicly funded bodies to disclose 
compensation to any employee or board member when such compensation exceeds $50 per 
annum. 
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See accompanying notes to the financial statements. 
 
 

Manitoba Text Book Bureau 
An Agency of the Special Operating Agencies  
Financing Authority 
Province of Manitoba 
Statement of Financial Position 
(in thousands) 
 March 31, March 31, April 1, 
 2012 2011 2010 
 
 
Financial assets 
 Cash 
 Accounts receivable 
 Portfolio investments 
 Inventories for resale 
 

 
$ 4 
 644 
 64 
 2,552 

 
$ 4 
 608 
 64 
 2,309 

 
$ 5 
 649 
 64 
 2,361 

  3,264  2,985  3,079 
 
Liabilities 
 Working capital advance (Note 6) 
 Accounts payable and accruals 
 Customer deposit accounts 
 Accrued severance liability (Note 7) 
 

 
 
 1,820 
 505 
 175 
 57 

 
 
 1,487 
 661 
 104 
 55 

 
 
 1,804 
 496 
 73 
 52 

  2,557  2,307  2,425 
 
Net financial assets 

 
 707 

 
 678 

 
 654 

 
Non-financial assets 
 Prepaid expenses 
 Tangible capital assets (Note 8) 

 
 
 7 
 74 

 
 
 8 
 102 
 

 
 
 51 
 78 

  81  110  129 
 
Accumulated surplus 

 
$ 788 

 
$ 788 

 
$ 783 

 
 
 
Designated assets (Note 9) 
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See accompanying notes to the financial statements. 
 
 

Manitoba Text Book Bureau 
An Agency of the Special Operating Agencies  
Financing Authority 
Province of Manitoba 
Statement of Operations and Accumulated Surplus 
(in thousands) 
Year Ended March 31 2012 2012 2011 
 Budget Actual Actual 
 
Sales 
 

$ 7,721 $ 7,678 $ 7,628 

Cost of goods sold 
 Inventory, beginning of year 
 Purchases 
 Transportation in 
 Transportation out 
 

 
 2,284 
 6,411 
 35 
 106 

 
 2,309 
 6,825 
 39 
 106 

 
 2,361 
 6,513 
 31 
 107 

  8,836  9,279  9,012 
 Inventory, end of year  2,134  2,552  2,309 

 
 Cost of goods sold 
 

 6,702  6,727  6,703 

Gross profit 
 

 1,019  951  925 

General and administrative expenses 
 Amortization 
 Bad debts 
 Computer expense 
 Employee benefits 
 Interest  
 Marketing 
 Office 
 Office occupancy 
 Postage 
 Professional services 
 Salaries 
 Telephone 
 Training 
 Travel 
 Warehouse occupancy 
 Warehouse service 

 
 34 
 - 
 80 
 67 
 43 
 15 
 23 
 37 
 3 
 13 
 385 
 9 
 3 
 14 
 89 
 201 

 
 29 
 4 
 72 
 58 
 37 
 5 
 23 
 37 
 2 
 13 
 361 
 7 
 3 
 10 
 89 
 201 

 
 25 
 4 
 88 
 65 
 24 
 7 
 18 
 37 
 3 
 13 
 331 
 8 
 1 
 6 
 89 
 201 

  
 1,016 

 
 951 

 
 920 

 
Annual surplus  

 
 3 

 
 - 

 
 5 

 
Accumulated surplus, beginning of year 

 
 788 

 
 788 

 
 783 

 
Accumulated surplus, end of year 

 
$ 791 

 
$ 788 

 
$ 788 
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See accompanying notes to the financial statements. 
 
 

Manitoba Text Book Bureau 
An Agency of the Special Operating Agencies  
Financing Authority 
Province of Manitoba 
Statement of Change in Net Financial Assets 
(in thousands) 
Year Ended March 31 2012 2012 2011 
 Budget Actual Actual 
 
 
Annual surplus 
 

$ 3 $ - $ 5 

Tangible capital assets 
 Acquisition of tangible capital assets 
 Amortization of tangible capital assets 

 
 (30) 
 34 
 

 
 (1) 
 29 

 
 (49) 
 25 

Net acquisition of tangible capital assets  4 
 

 28  (24) 

Other non-financial assets 
 Decrease in prepaid expense 
 

 
 (4) 

 
 1 

 
 43 

Net acquisition of other non-financial assets
 

 (4)  1  43 

Increase in net financial assets 
 
Net financial assets, beginning of year 

 3 
 
 788 

 29 
 
 678 

 24 
 
 654 

 
Net financial assets, end of year 

 
$ 791 

 
$ 707 

 
$ 678 
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See accompanying notes to the financial statements. 
 
 

Manitoba Text Book Bureau 
An Agency of the Special Operating Agencies  
Financing Authority 
Province of Manitoba 
Statement of Cash Flows 
(in thousands) 
Year Ended March 31   2012   2011 
 
 
Increase (decrease) in cash  
 
Operating 
 Annual surplus  
 Amortization of tangible capital assets 
 

 
 
 
$ - 
 29 

 
 
 
$ 5 
 25 

 
Changes in 
 Accounts receivable 
 Inventories for resale 
 Accounts payable and accruals 
 Customer deposit accounts 
 Accrued severance liability 
 Prepaid expenses 
 

 29 
 
 (36) 
 (243) 
 (156) 
 71 
 2 
 1 
 

 30 
 
 41 
 52 
 165 
 31 
 3 
 43 
 

 
 

 (332)  365 

Capital 
 Acquisition of tangible capital assets 
 

 
 (1) 
 

 
 (49) 
 

Financing 
 Receipt (repayment) of working capital advance 
 

 
 333 

  
 (317) 

Increase (decrease) in cash  
 
Cash, beginning of year 
 

 - 
 
 4 

 (1) 
 
 5 

Cash, end of year $ 4 $ 4 
 
 
Supplemental cash flow information: 
 
Interest received 
Interest paid 
 

$ 6 
$ 36 

$ 5 
$ 23 
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Manitoba Text Book Bureau 
An Agency of the Special Operating Agencies  
Financing Authority 
Province of Manitoba 
Notes to the Financial Statements 
(in thousands) 
For the year ended March 31, 2012 
 
 
1.  Nature of operations 
 
In 1931, the Manitoba Text Book Bureau (MTBB) was created as a branch of the Department 
of Education.  It was established to achieve economies of scale and reduce the cost of learning 
resources for schools in Manitoba. 
 
Effective April 1, 1996, the MTBB was designated as a Special Operating Agency under The 
Special Operating Agencies Financing Authority Act, Chapter S 185, C.C.S.M. and operates 
under a charter approved by the Lieutenant-Governor in Council. 
 
The MTBB is financed through the Special Operating Agencies Financing Authority (SOAFA).  
SOAFA has the mandate to hold and acquire assets required for and resulting from Agency 
operations.  It finances the MTBB through working capital advances.  This financial framework 
enables the MTBB to operate in a business-like manner according to public policy expectations. 
 
A Management Agreement between the Special Operating Agencies Financing Authority and 
the Minister of Education, being the Minister responsible for the Agency at that time, assigns 
responsibility to the MTBB to manage and account for the MTBB related assets and operations 
on behalf of SOAFA. 
 
The MTBB continues to be part of the Department of Education under the general direction of 
the Assistant Deputy Minister, School Programs Division, and ultimately the policy direction of 
the Deputy Minister and Minister. 
 
The MTBB remains bound by relevant legislation and regulations.  It is also bound by 
administrative policy except where specific exemptions have been provided in its charter in 
order to meet business objectives. 
 
 
 
2.  Basis of accounting 
 
As of April 1, 2011, the MTBB adopted Public Sector Accounting (PSA) Standards with a 
transition date of April 1, 2010.  More details on this transition are provided in Note 4. 
 
The adoption of PSA Standards includes early adoption of PS 1201 Financial Statement 
Presentation, PS 3041 Portfolio Investments, PS 3450 Financial Instruments, and new PS 
3410 Government Transfers. 
 
These new standards were required to be applied retroactively.  There were no impacts on 
accumulated surplus or annual surplus arising from this change. 
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Manitoba Text Book Bureau 
An Agency of the Special Operating Agencies  
Financing Authority 
Province of Manitoba 
Notes to the Financial Statements 
(in thousands) 
For the year ended March 31, 2012 
 
 
3.  Significant accounting policies 
 
Revenue 
 
Revenue is recognized upon transfer of title to the customer. 
 
Expenses  
 
All expenses incurred for goods and services are recorded on an accrual basis.   
 
Financial assets 
 
Cash 
Cash includes cash on hand and bank balance. 
 
Portfolio investments 
Portfolio investments are short-term deposits with original maturities of more than three months.  
These investments are recognized at cost.   
 
Inventories for resale 
Inventories for resale are valued using the average unit cost method and are measured using 
lower of cost and net realizable value. 
 
Liabilities 
 
Liabilities are present obligations as a result of transactions and events occurring prior to the 
end of the fiscal year.  The settlement of the liabilities will result in the future transfer or use of 
assets or other form of settlement.  Liabilities are recorded at the estimated amount ultimately 
payable. 
 
Non-financial assets 
 
Non-financial assets do not normally provide resources to discharge liabilities of the MTBB.  
These assets are normally employed to provide future services. 
 
Prepaid expenses  
Prepaid expenses are payments for goods or services which will provide economic benefit in 
future periods.  The prepaid amount is recognized as an expense in the year the goods or 
services are consumed.   
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Manitoba Text Book Bureau 
An Agency of the Special Operating Agencies  
Financing Authority 
Province of Manitoba 
Notes to the Financial Statements 
(in thousands) 
For the year ended March 31, 2012 
 
 
3.  Significant accounting policies (continued) 
 
Tangible capital assets   
Tangible capital assets are recognized at cost.  Cost includes the purchase price as well as 
other acquisition costs. The costs of tangible capital assets are amortized over their estimated 
useful lives as follows:   
 
Office equipment, furniture and video recording equipment  - 20% declining balance 
Computer equipment  - 20% straight line 
Computer software  - 20% straight line 
 
One-half year’s amortization is applied in the year of acquisition. 
 
Measurement uncertainty 
 
The preparation of financial statements requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities, the disclosure of 
contingencies at the date of the financial statements, and the reported amount of revenues and 
expenses during the reporting period.  Actual results could differ from these estimates. 
 
 
 
4.  First-time adoption of Public Sector Accounting Standards 
 
In previous fiscal years, the MTBB classified itself as a Government Business-Type 
Organization (GBTO) and followed the recommendations of the Canadian Institute of Chartered 
Accountants (CICA) Accounting Handbook - Part V. In October 2009, the Public Sector 
Accounting Board (PSAB) determined that the category will cease to exist for fiscal years 
ending on or after January 1, 2011, and GBTOs are required to reclassify themselves in 
accordance with Public Sector Accounting (PSA) Standards. In accordance with 
recommendations of the Public Sector Accounting Handbook, the MTBB has determined that it 
is an “other government organization” and has determined that PSA Standards are the most 
appropriate framework for reporting purposes. 
 
These new standards were required to be applied retroactively. There were no impacts on 
accumulated surplus or annual surplus arising from this change. 
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Manitoba Text Book Bureau 
An Agency of the Special Operating Agencies  
Financing Authority 
Province of Manitoba 
Notes to the Financial Statements 
(in thousands) 
For the year ended March 31, 2012 
 
 
5.  Financial instruments and financial risk management  
 
Measurement 
 
Financial instruments are classified into one of the two measurement categories: (a) fair value; 
or (b) cost or amortized cost. 
 
The MTBB records its financial assets at cost, which include cash, portfolio investments, 
accounts receivable and inventories for resale. The MTBB also records its financial liabilities at 
cost, which include working capital advance, accounts payable and customer deposit accounts. 
  
Gains and losses on financial instruments measured at fair value are recorded in accumulated 
surplus as re-measurement gains and losses until realized. Upon disposition of the financial 
instruments, the cumulative re-measurement gains and losses are reclassified to the 
consolidated statement of operations. Gains and losses on financial instruments measured at 
cost or amortized cost are recognized in the consolidated statement of operations in the period 
the gain or loss occurs. 
 
The MTBB did not incur any re-measurement gains and losses during the year (2011 - $nil). 
 
Financial risk management - overview 
 
The MTBB has exposure to the following risks from its use of financial instruments: credit risk; 
liquidity risk; market risk; interest risk; and foreign currency risk. 
 
Credit risk  
 
Credit risk is the risk that one party to a financial instrument fails to discharge an obligation and 
causes financial loss to another party.  Financial instruments which potentially subject the 
MTBB to credit risk consist principally of cash, portfolio investments and accounts receivable.   
 
The maximum exposure of the MTBB to credit risk at March 31 is: 
 
      2012   2011 
 
Cash 
Accounts receivable 
Portfolio investments 

$ 4 
 644 
 64 
 

$ 4 
 608 
 64 

 $ 712 $ 676 
 
Cash and portfolio investments: The MTBB is not exposed to significant credit risk as these 
amounts are held by the Minister of Finance. 
 
Accounts receivable: The MTBB is not exposed to significant credit risk as the balance is due 
from a large client base, and payment in full is typically collected when it is due. The MTBB 
manages this credit risk through close monitoring of overdue accounts.  
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Manitoba Text Book Bureau 
An Agency of the Special Operating Agencies  
Financing Authority 
Province of Manitoba 
Notes to the Financial Statements 
(in thousands) 
For the year ended March 31, 2012 
 
 
5.  Financial instruments and financial risk management (continued) 
 
 
The MTBB establishes an allowance for doubtful accounts that represents its estimate of 
potential credit losses.  The allowance for doubtful accounts is based on management’s 
estimates and assumptions regarding current market conditions, customer analysis and 
historical payment trends. These factors are considered when determining whether past due 
accounts are allowed for or written off.  
 
The change in the allowance for doubtful accounts during the year was as follows: 
 
 Balance, beginning of the year $  54 
 Provision for receivable impairment   4 
 Amounts written off   - 
 
 Balance, end of the year $  58 
 
Liquidity risk  
 
Liquidity risk is the risk that the MTBB will not be able to meet its financial obligations as they 
come due.   
 
The MTBB manages liquidity risk by maintaining adequate cash balances and by review from 
the Province of Manitoba to ensure adequate funding will be received to meet the obligations. 
 
Market risk  
 
Market risk is the risk that changes in market prices, such as interest rates and foreign 
exchange rates, will affect the MTBB’s income or the fair values of its financial instruments.   
 
Interest rate risk  
 
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates.  The interest rate exposure relates to 
funds on deposit, and portfolio investments.   
 
The interest rate risk on funds on deposit is considered to be low because of their short-term 
nature.  The interest rate risk on portfolio investments is considered low as the original deposits 
are reinvested at rates for investments with similar terms and conditions. 
 
Foreign currency risk 
 
Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument 
will fluctuate because of changes in foreign exchange rates.  The MTBB is not exposed to 
significant foreign currency risk as it does not have any financial instruments denominated in 
foreign currency.   
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Manitoba Text Book Bureau 
An Agency of the Special Operating Agencies  
Financing Authority 
Province of Manitoba 
Notes to the Financial Statements 
(in thousands) 
For the year ended March 31, 2012 
 
 
6.  Working capital advance 
 
The MTBB has an authorized line of working capital advances of $3,500, of which $1,820 was 
used as of March 31, 2012 (2011 - $1,487).  These advances bear interest at the rate of prime 
less 1%, are not secured by specific assets, and are repayable at any time in whole or in part at 
the option of the Minister of Finance. 
 
 
 
7.  Severance liability  
 
Effective April 1, 1998, the MTBB began recording accumulated severance pay benefits for its 
employees. The amount of severance pay obligations is based on actuarial calculations. The 
periodic actuarial valuations of these liabilities may determine that adjustments are needed to 
the actuarial calculations when actual experience is different from that expected and/or 
because of changes in actuarial assumptions used. The resulting actuarial gains or losses are 
amortized over the expected average remaining service life of the related employee group. 
 
An actuarial report was completed for the severance pay liability as of March 31, 2011. The 
report provides a formula to update the liability on an annual basis. The MTBB’s actuarially 
determined net liability for accounting purposes as at March 31, 2012 was $57 (2011 - $55), 
with the actuarial gain of $30 (2011 - $18) being amortized over the 15 year expected average 
remaining service life of the employee group. Significant long-term actuarial assumptions used 
in the March 31, 2011 valuation, and in the determination of the March 31, 2012 present value 
of the accrued severance benefit obligation were: 
 
Annual rate of return 
 Inflation component 2.00% 
 real rate of return 4.00% 
  6.00% 
Assumed salary increase rates 
 annual productivity increase 1.00% 
 annual general salary increase 2.75% 
  3.75% 
 
The severance benefit liability at March 31 includes the following components: 
 
      2012   2011 
 
Accrued benefit liability 
Unamortized actuarial gains (losses) 
 

$ 34 
 23 
 

$ 43 
 12 

Severance benefit liability $ 57 $ 55 
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Manitoba Text Book Bureau 
An Agency of the Special Operating Agencies  
Financing Authority 
Province of Manitoba 
Notes to the Financial Statements 
(in thousands) 
For the year ended March 31, 2012 
 
 
7.  Severance liability (continued) 
 
Total expenses related to severance benefits at March 31 include the following components: 
 
      2012   2011 
 
Interest on obligation 
Employer service cost 
Amortization of actuarial (gain)/loss over EARSL 
 

$ 2 
 2 
 (2) 

$ 3 
 1 
 (1) 

Total expense related to severance benefit $ 2 $ 3 
         
 
 
 
8.  Tangible capital assets 
 
    2012  
 Opening   Closing 
 Balance Additions Disposals Balance 
 
Cost 
Computer equipment 
Computer software 
Office equipment  
 &furniture 
Video recording  
 equipment 
 

 
$ 262 
 93 
 
 51 
 
 51 

 
$ - 
 - 
 
 1 
 
 - 

 
$ - 
 - 
 
 - 
 
 - 

 
$ 262 
 93 
 
 52 
 
 51 

Total cost 
 

 457  1  -  458 

Accumulated Amortization 
Computer equipment 
Computer software 
Office equipment  
 &furniture 
Video recording  
 equipment 
 

 
 252 
 19 
 
 36 
 
 48 

 
 6 
 19 
 
 3 
 
 1 

 
 - 
 - 
 
 - 
 
 - 

 
 258 
 38 
 
 39 
 
 49 

Total accumulated 
 amortization 
 

 
 355 

 
 29 

 
 - 

 
 384 

Net $ 102 $ (28) $ - $ 74 
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Manitoba Text Book Bureau 
An Agency of the Special Operating Agencies  
Financing Authority 
Province of Manitoba 
Notes to the Financial Statements 
(in thousands) 
For the year ended March 31, 2012 
 
 
8.  Tangible capital assets (continued) 
 
    2011   
 Opening   Closing 
 Balance Additions Disposals Balance 
 
Cost 
Computer equipment 
Computer software 
Office equipment  
 &furniture 
Video recording  
 equipment 
 

 
$ 262 
 48 
 
 47 
 
 51 

 
$ - 
 45 
 
 4 
 
 - 

 
$ - 
 - 
 
 - 
 
 - 

 
$ 262 
 93 
 
 51 
 
 51 

Total cost 
 

 408  49  -  457 

Accumulated Amortization 
Computer equipment 
Computer software 
Office equipment  
 &furniture 
Video recording  
 equipment 
 

 
 244 
 5 
 
 33 
 
 48 

 
 8 
 14 
 
 3 
 
 - 

 
 - 
 - 
 
 - 
 
 - 

 
 252 
 19 
 
 36 
 
 48 

Total accumulated 
 amortization 
 

 
 330 

 
 25 
 

 
 - 

 
 355 

Net $ 78 $ 24 $ - $ 102 
 
 
 
9.  Designated assets 
 
The MTBB has allocated $64 (2011 - $64) of its portfolio investments as designated assets for 
cash received from the Province of Manitoba for the vacation entitlements earned by 
employees of the MTBB prior to its designation as an SOA and the severance pay benefits 
accumulated to March 31, 1998 for certain of the MTBB’s employees. This amount is held in an 
interest bearing account until the cash is required to discharge the related liabilities.  Any 
unused balance is re-invested annually. 
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Manitoba Text Book Bureau 
An Agency of the Special Operating Agencies  
Financing Authority 
Province of Manitoba 
Notes to the Financial Statements 
(in thousands) 
For the year ended March 31, 2012 
 
 
10.  Related party transactions 
 
The MTBB is related in terms of common ownership to all Province of Manitoba created 
Departments, Agencies and Crown Corporations. The MTBB enters into transactions with 
these entities in the normal course of business and the transactions are measured at the 
exchange amount. 
 
 
 
11.  Pension benefits 
 
Employees of the MTBB are eligible for pension benefits in accordance with the provisions of 
the Civil Service Superannuation Act (CSSA), administered by the Civil Service 
Superannuation Board. The CSSA established a defined benefit plan to provide benefits to 
employees of the Manitoba Civil Service and to participating agencies of the Government, 
including the MTBB, through the Civil Service Superannuation Fund. 
 
Effective March 31, 2001, pursuant to an agreement with the Province of Manitoba, the MTBB 
transferred to the Province the pension liability for its employees. Commencing April 1, 2001, 
the MTBB is required to pay annually to the Province an amount equal to its employees’ current 
pension contributions. The amount paid for 2012 was $20 (2011 - $19). Under this agreement, 
the MTBB has no further pension liability. 
 
 
 
12.  Public sector compensation 
 
Pursuant to the disclosure required by The Public Sector Compensation Disclosure Act, no 
remuneration was paid to Advisory Board members. During the fiscal year ended March 31, 
2012, the following employees received compensation in excess of $50. 
 
   Name Position   2012   2011 
 
   Denis Labossiere Controller   63   73 
   Brenda McKinny Chief Operating Officer   78   76 
 
 
 
13. Budgeted figures 
 
Budgeted figures have been provided for comparison purposes and have been derived from 
the estimates approved by the management of the Manitoba Text Book Bureau. 
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MATERIALS DISTRIBUTION AGENCY

(An Agency of the Province of Manitoba)

Management's Responsibility for Financial Reporting

The accompanying financial statements are the responsibility of management of Materials Distribution
Agency and have been prepared in accordance with Canadian public sector accounting standards.  In
management's opinion, the financial statements have been properly prepared within reasonable limits of
materiality, incorporating management's best judgments regarding all necessary estimates and all other
data available as at  June 15, 2012.

Management maintains internal controls to properly safeguard the assets and to provide reasonable
assurance that the books and records from which the financial statements are derived accurately reflect
all transactions and that established policies and procedures are followed.

The financial statements of Materials Distribution Agency have been audited by Magnus Chartered
Accountants LLP, independent external auditors.  The responsibility of the auditor is to express an
independent opinion on whether the financial statements of Materials Distribution Agency are fairly
represented, in all material respects, in accordance with Canadian public sector accounting standards.
The Independent Auditors’ Report outlines the scope of the audit examination and provides the audit
opinion on the financial statements.

On behalf of Management of

Materials Distribution Agency

__
David Bishop Joel Hershfield
Chief Operating Officer Manager of Finance and Technology
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 INDEPENDENT AUDITORS' REPORT

To the Special Operating Agencies Financing Authority of

Materials Distribution Agency

Report on the Financial Statements

We have audited the accompanying financial statements of Materials Distribution Agency, an agency of
the Special Operating Agencies Financing Authority, Province of Manitoba, which comprise the
statements of financial position as at March 31, 2012, March 31, 2011, and April 1, 2010 and the
statements of operations, change in net financial assets and cash flow for the years ended  March 31,
2012 and  March 31, 2011, 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 public sector accounting standards, 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 control relevant to the entity's
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity's internal control. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.

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

Opinion

In our opinion, these financial statements present fairly, in all material respects, the financial position of
Materials Distribution Agency as at March 31, 2012, March 31, 2011 and  April 1, 2010 and the results of
its operations and cash flows for the years ended March 31, 2012 and March 31, 2011 in accordance
with Canadian public sector accounting standards.

June 15, 2012
Winnipeg, Canada Magnus Chartered Accountants LLP
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MATERIALS DISTRIBUTION AGENCY
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Statement of Financial Position

(in thousands)

March 31, 2012, March 31, 2011, and April 1, 2010

March 31 March 31 April 1
2012 2011 2010
Actual Actual Actual

(Restated - (Restated -
Note 4) Note 4)

Financial assets
Cash and cash equivalents $ 1,410 $ 493 $ 828
Accounts receivable (Note 6) 2,305 2,891 2,635
Portfolio investments 412 412 412
Inventories held for resale (Note 8) 1,467 1,476 1,600

5,594 5,272 5,475

Liabilities
Accounts payable and accrued liabilities 2,892 2,616 2,990
Employee future benefits (Note 9) 607 583 545

3,499 3,199 3,535

Net financial assets 2,095 2,073 1,940

Non-financial assets
Tangible capital assets (Note 10) 1,654 1,896 1,995
Prepaid expenses 226 237 227

1,880 2,133 2,222

Accumulated surplus $ 3,975 $ 4,206 $ 4,162

Designated assets (Note 11)

Commitments (Note 12)

See accompanying notes to financial statements.
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MATERIALS DISTRIBUTION AGENCY
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Statement of Operations

(in thousands)

Years ended March 31, 2012 and 2011

2012 2012 2011
Budget Actual Actual

(Restated -
Note 4)

Revenues:
Warehouse sales (Schedule 1) $ 11,755 $ 15,426 $ 12,817
Service revenue (Schedule 1) 11,485 10,667 11,116

23,240 26,093 23,933

Expenses:
Cost of sales 9,357 11,940 10,220
Salaries and benefits 4,599 4,478 4,421
Occupancy costs 995 1,172 1,077
Operating expenses (Schedule 2) 7,725 7,685 7,644
Administrative expenses (Schedule 2) 559 633 527
Province of Manitoba transfer (Note 13) - 416 -

23,235 26,324 23,889

Net (loss) income for the year 5 (231) 44

Accumulated surplus, beginning of year 4,333 4,206 4,162

Accumulated surplus, end of year $ 4,338 $ 3,975 $ 4,206

See accompanying notes to financial statements.
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MATERIALS DISTRIBUTION AGENCY
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Statement of Change in Net Financial Assets

(in thousands)

Years ended March 31, 2012 and 2011

2012 2012 2011
Budget Actual Actual

(Restated -
Note 4)

Net (loss) income for the year $ 5 $ (231)

Tangible capital assets
Acquisition of tangible capital assets (960) (746) (914)
Amortization of tangible capital assets 960 988 1,012

Net acquisition of tangible capital assets - 242 98

Other non-financial assets
Increase (decrease) in prepaid expenses during

the year - 11 (9)
Net acquisition of other non-financial assets - 11 (9)

Increase in net financial assets 5 22 133

Net financial assets, beginning of year 2,553 2,073 1,940

Net financial assets, end of year $ 2,558 $ 2,095 $ 2,073

See accompanying notes to financial statements.
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MATERIALS DISTRIBUTION AGENCY
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Statement of Cash Flow

(in thousands)

Years ended March 31, 2012 and 2011

2012 2011
Actual Actual

(Restated -
Note 4)

Cash provided by (applied to):

Operating activities:
Net (loss) income for the year $ (231) $ 44
Adjustment for:   

Amortization 988 1,012

757 1,056
Changes in the following: 

Accounts receivable 585 (259)
Inventories held for resale 9 124
Prepaid expenses 11 (9)
Accounts payable and accrued liabilities 277 (371)
Employee future benefits 24 38

Cash provided by operating activities 1,663 579

Capital activities:   
Acquisition of tangible capital assets (746) (914)

Cash applied to capital activities (746) (914)

Change in cash and cash equivalents 917 (335)

Cash and cash equivalents, beginning of year 493 828

Cash and cash equivalents, end of year $ 1,410 $ 493

See accompanying notes to financial statements. 
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MATERIALS DISTRIBUTION AGENCY
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Notes to Financial Statements

(in thousands)

Year ended March 31, 2012

1.  Nature of organization

The Government of Manitoba established a central warehouse operation in 1974.  Its mandate is to
effectively meet the cost needs of departments and certain boards, commissions and agencies of the
Crown, for a variety of commonly used items.

Effective April 1, 1993, Materials Distribution Agency (the "Agency") was designated as a Special
Operating Agency pursuant to The Special Operating Agencies Financing Authority Act, Cap. S185,
C.C.S.M. and operates under a charter approved by the Lieutenant Governor in Council.

In 1956, Mail Management (Postal Service) was created as a branch of the Manitoba Provincial
Government to provide centralized postal management.  Effective April 1, 1996 the Postage Service
was renamed Mail Management Agency and designated as a Special Operating Agency ("SOA")
pursuant to The Special Operating Agencies Financing Authority Act, Cap. S185, C.C.S.M. and
operates under a charter approved by the Lieutenant Governor in Council.

Effective April 1, 2005 the operations of the Materials Distribution Agency and the Mail Management
Agency were amalgamated.  The amalgamated operations have been operating as the Materials
Distribution Agency.

The Agency is financed through the Special Operating Agencies Financing Authority ("SOAFA").  The
Financing Authority has the mandate to hold and acquire assets required for and resulting from the
Agency's operations.  It finances the Agency through repayable loans and working capital advances. 
This financial framework enables the Agency to operate in a business like manner according to public
policy expectations.

A Management Agreement between the Financing Authority and the Minister of Infrastructure and
Transportation assigns responsibility to the Agency to manage and account for Agency-related assets
and operations on behalf of the Financing Authority.

The Agency continues to be part of Manitoba Infrastructure and Transportation under the general
direction of the Assistant Deputy Minister, Supply and Services Division, and ultimately the policy
direction of the Deputy Minister and Minister.

The Agency remains bound by relevant legislation and regulations.  It is also bound by administrative
policy except where specific exemptions have been provided in its charter in order to meet business
objectives.

The Agency is economically dependent on the Province of Manitoba and the Manitoba Regional
Health Authorities deriving most of its revenue and all of its capital financing requirements from the
Province.  These transactions are recorded at the exchange amount, which is the amount agreed
upon by both parties.

2. Basis of accounting

As of April 1, 2011, the Agency adopted Canadian public sector accounting (PSA) standards with a
transition date of April 1, 2010.  These are the Agency's first financial statements prepared in
accordance with PSA standards.  More details on the transition to PSA standards are provided in Note
4 to these financial statements.

The adoption of PSA standards includes the early adoption of PS 1201 Financial Statement
Presentation, PS 3041 Portfolio Investments, PS 3450 Financial Instruments, and new PS 3410
Government Transfers.
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MATERIALS DISTRIBUTION AGENCY
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Notes to Financial Statements

(in thousands)

Year ended March 31, 2012

3. Significant accounting policies

(a) Revenue

Warehouse sales

Revenue is recognized when the goods are shipped.

Service revenue

Service revenue is recognized when the related services are completed or substantially
completed.

Other revenue

All other revenues are recorded on an accrual basis.

(b) Expenses

Accrual accounting

All expenses incurred for goods and services are recognized on an accrual basis.  

Government transfers

Government transfers are recognized as expenses in the period in which the transfers are
authorized and all eligibility criteria have been met.

(c) Financial assets

Cash and cash equivalents

Cash and cash equivalents include cash on hand and short term deposits and investments with
original maturities of three months or less.

Accounts receivable

Accounts receivable are recorded at the lower of cost and net realizable value.  An allowance for
doubtful accounts is recorded when there is uncertainty whether the amounts will be collected.  

Portfolio investments

Portfolio investments are investments and deposits with original maturities of more than three
months.  These investments are recognized at cost.

Inventories for resale

Inventories for resale are recorded at the lower of cost or net realizable value.

(d) Liabilities

Liabilities are present obligations as a result of transactions and events occurring at or prior to the
end of the fiscal year the settlement of which will result in the future transfer or use of assets or
other form of settlement.  Liabilities are recognized when there is an appropriate basis of
measurement and a reasonable estimate can be made of the amount involved.
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MATERIALS DISTRIBUTION AGENCY
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Notes to Financial Statements

(in thousands)

Year ended March 31, 2012

3. Significant accounting policies (continued)

(e) Non-financial assets

Tangible capital assets

Tangible capital assets are recognized at cost.  Cost includes the purchase price as well as other
acquisition costs.  The costs of tangible capital assets,less any residual value, are amortized over
their estimated useful lives as follows:  

Computer equipment 20% straight line
Furniture and fixtures 20% straight line
Leasehold improvements 5 years straight line
Office equipment 20% straight line
Production equipment 20% declining balance
Rental equipment 2 - 5 years straight line
Warehouse equipment 20% declining balance

Prepaid expenses

Prepaid expenses are payments for goods or services that will provide economic benefit in future
periods.  The prepaid amount is recognized as an expense in the year the goods or services are
consumed.

(f) Measurement uncertainty

The preparation of financial statements in conformity with Canadian public sector accounting
standards requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities, the disclosure of contingencies at the date of the financial
statements, and the reported amount of revenues and expenses during the reporting period.
Actual results could differ from these estimates.

4. First-time adoption of Public Sector Accounting Standards

In previous fiscal years, the Agency classified itself as a Government Business-Type Organization
(GBTO) and followed the recommendations of the Canadian Institute of Chartered Accountants
Accounting Handbook – Part V.  In October 2009, the Public Sector Accounting Board (PSAB)
determined that the category would cease to exist for fiscal years ending on or after January 1, 2011,
and that GBTOs are required to reclassify themselves in accordance with Public Sector Accounting
(PSA) standards.  In accordance with recommendations of the Public Sector Accounting Handbook,
the Agency has determined that it is an “other government organization” and has determined that PSA
standards are the most appropriate framework for financial reporting purposes.

These new standards were required to be applied retroactively.  The impacts of these changes are as
follows:
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MATERIALS DISTRIBUTION AGENCY
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Notes to Financial Statements

(in thousands)

Year ended March 31, 2012

4. First-time adoption of Public Sector Accounting Standards (continued)

(a) Tangible capital assets March 31, 2011 April 1, 2010

Capital assets as per previous financial statements $ 1,895 $ 1,986

Add: net book value of intangible assets reclassified to
tangible capital assets per PSA standards 1 9

Tangible capital assets as per PSA standards $ 1,896 $ 1,995

(b) Employee future benefits March 31, 2011 April 1, 2010
Severance liability as per previous financial

statements $ 500 $ 462

Add: sick pay benefits recognized per PSA
standards - Note (i) 83 83

Employee future benefits as per PSA standards $ 583 $ 545

(c) Accumulated surplus March 31, 2011 April 1, 2010

Equity as per previous financial statements $ 3,052 $ 3,040

Less: intangible assets previously recognized
that do not qualify for recognition per PSA
standards (60) (92)

Less: sick pay benefits recognized per PSA
standards - Note (i) (83) (83)

Add: contributed equity reclassified as
accumulated surplus per PSA standards 1,297 1,297

Accumulated surplus as per PSA standards $ 4,206 $ 4,162

(d) Net Income March 31, 2011

Net income as per previous financial statements $ 12

Add: amortization of intangible assets that do
not qualify for recognition per PSA standards 32

Net income as per PSA standards $ 44

(e) Cash flows

The adoption of PSA standards did not impact the net cash flows of the Agency.  However, the
adjustments made to tangible capital assets, employee future benefits, accumulated surplus and
net income resulted in reclassifications of certain amounts presented in the statement of cash
flow. 

Notes:

(i) PSA standards require the recognition of a liability for future sick pay benefits that
accumulate but do not vest. Recognition of a liability for sick pay benefit that accumulate
but do not vest was not required under the previous standards.
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MATERIALS DISTRIBUTION AGENCY
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Notes to Financial Statements

(in thousands)

Year ended March 31, 2012

5. Financial instruments and financial risk management

Measurement

Financial instruments are classified into one of two measurement categories: (a) fair value; or (b) cost
or amortized cost.

The Agency records its financial assets at cost.  Financial assets include cash and cash equivalents,
accounts receivable and portfolio investments.  The Agency also records its financial liabilities at cost.
Financial liabilities include accounts payable and accrued liabilities.

Gains and losses on financial instruments measured at fair value are recorded in accumulated surplus
as re-measurement gains and losses until realized.  Upon disposition of the financial instruments, the
cumulative re-measurement gains and losses are reclassified to the statement of operations.  Gains
and losses on financial instruments measured at cost or amortized cost are recognized in the
statement of operations in the period the gain or loss occurs.

The Agency did not incur any re-measurement gains and losses during the year ended March 31,
2012 (2011 - $nil).

Financial risk management – overview

The Agency has exposure to the following risks from its use of financial instruments; credit risk;
liquidity risk; market risk; interest rate risk; and foreign currency risk.

Credit risk

Credit risk is the risk that one party to a financial instrument fails to discharge an obligation and
causes financial loss to another party.  Financial instruments which potentially subject the Agency to
credit risk consist principally of cash and cash equivalents, accounts receivable and portfolio
investments.

The maximum exposure of the Agency to credit risk at March 31 is:
2012 2011

Cash and cash equivalents $ 1,410 $ 493
Accounts receivable 2,305 2,891
Portfolio Investments 412 412

$ 4,127 $ 3,796

Cash and cash equivalents and portfolio investments: The Agency is not exposed to significant credit
risk as these amounts are held by the Minister of Finance

Accounts receivable: The Agency is not exposed to significant credit risk as the balance of the
accounts receivable are primarily with other government agencies and departments.  The balance is
due from a large client base and payment in full is typically collected when it is due.  The Agency
manages this credit risk through close monitoring of overdue accounts. 

The Agency establishes an allowance for doubtful accounts that represents its estimate of potential
credit losses. The allowance for doubtful accounts is based on management’s estimates and
assumptions regarding current market conditions, customer analysis and historical payment trends.
These factors are considered when determining whether past due accounts are allowed for or written
off. 

The balance in the allowance for doubtful accounts at March 31, 2012 was $93 (2011 - $93).
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MATERIALS DISTRIBUTION AGENCY
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Notes to Financial Statements

(in thousands)

Year ended March 31, 2012

5. Financial instruments and financial risk management (continued)

Liquidity risk

Liquidity risk is the risk that the Agency will not be able to meet its financial obligations as they come
due.

The Agency manages liquidity risk by maintaining adequate cash balances and by review from the
Province of Manitoba to ensure adequate funding will be received to meet its obligations.

Market risk

Market risk is the risk that changes in market prices, such as interest rates and foreign exchange
rates, will affect the Agency’s income or the fair values of its financial instruments.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market interest rates.  The interest rate exposure relates to cash
and cash equivalents and portfolio investments.

The interest rate risk on cash and cash equivalents is considered to be low because of their short-
term nature.  The interest rate risk on portfolio investments is considered low as the original
deposits are reinvested at rates for investments with similar terms and conditions.

Foreign currency risk

Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in foreign exchange rates.  The Agency is not exposed to significant
foreign currency risk as it does not have any significant financial instruments denominated in a
foreign currency.

6. Accounts receivable

2012 2011

Trade receivables $ 2,304 $ 2,890
Other 1 1

$ 2,305 $ 2,891

7. Working capital advances

The Special Operating Agencies Financing Authority has provided the Agency with an authorized line
of working capital of $1,000 of which $nil was used at March 31, 2012 (2011 - $nil).
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MATERIALS DISTRIBUTION AGENCY
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Notes to Financial Statements

(in thousands)

Year ended March 31, 2012

8.  Inventories held for resale

2012 2011

Medical supplies $ 681 $ 597
Equipment 102 158
Stationary 479 476
Janitorial 196 237
Furniture 9 8

$ 1,467 $ 1,476

9. Employee future benefits

2012 2011

Severance benefits $ 524 $ 500
Sick pay benefits 83 83

$ 607 $ 583

Pension benefits

Employees of SOAs are eligible for pension benefits in accordance with the provisions of the Civil
Service Superannuation Act (CSSA), administered by the Civil Service Superannuation 

Board (CSSB). The CSSA established a defined benefit plan to provide benefits to employees of the
Manitoba Civil Service and to participating agencies of the Government, including the special
operating agencies, through the Civil Service Superannuation Fund.

Effective March 31, 2001, pursuant to an agreement with the Province of Manitoba, the Agency
transferred to the Province the pension liability for its employees.  Commencing April 1, 2001, the
Agency was required to pay to the Province an amount equal to its employees’ current pension
contributions.  The amount paid for 2012 was $187 (2011 - $185).  Under this agreement, the Agency
has no further pension liability.

Severance benefits

Effective April 1, 1998, the Agency began recording accumulated severance pay benefits for its
employees.  The amount of severance pay obligations is based on actuarial calculations.  The periodic
actuarial valuations of these liabilities may determine that adjustments are needed to the actuarial
calculations when actual experience is different from that expected and/or because of changes in
actuarial assumptions used.  The resulting actuarial gains or losses are amortized over the expected
average remaining service life of the related employee group.

An actuarial report was completed for the severance pay liability as of March 31, 2011.  The report
provides a formula to update the liability on an annual basis.  In accordance with the formula, the
Agency's actuarially determined net liability for accounting purposes as at March 31, 2012 was $524
(2011 - $500), with the actuarial loss being amortized over the 15 year expected average remaining
service life of the employee group.
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MATERIALS DISTRIBUTION AGENCY
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Notes to Financial Statements

(in thousands)

Year ended March 31, 2012

9. Employee future benefits (continued)

Significant long-term actuarial assumptions used in the March 31, 2011 valuation, and in the
determination of the March 31, 2012 present value of the accrued severance benefit obligation were:

Annual rate of return
inflation component 2.00%
real rate of return 4.00%

6.00%

Assumed salary increase rates
annual productivity increase 1.00%
annual general salary increase 2.75%

3.75%

Sick pay benefits

The Agency provides sick leave benefits for employees that accumulate but do not vest. The
accrued benefit obligation related to sick leave entitlement earned by employees is determined using
a valuation model developed by an actuary.  The valuation is based on employee demographics,
sick leave usage and actuarial assumptions.  These assumptions include a 6.00% annual return and
a 3.75% annual salary increase.
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MATERIALS DISTRIBUTION AGENCY
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Notes to Financial Statements

(in thousands)

Year ended March 31, 2012

10. Tangible capital assets   

2012 2011

Opening Closing
Balance Additions Disposals Balance Total

Cost
Computer equipment $ 567 $ 15 $ - $ 582 $ 567
Fixtures 161 2 - 163 161
Leasehold

improvements 836 18 - 854 836
Office equipment 64 - - 64 64
Production equipment 284 7 - 291 284
Rental equipment 8,930 675 - 9,605 8,930
Warehouse equipment 998 29 ` - 1,027 998

$ 11,840 $ 746 $ - $ 12,586 $ 11,840

Accumulated amortization
Computer equipment $ 557 $ 3 $ - $ 560 $ 557
Fixtures 123 10 - 133 123
Leasehold

improvements 752 21 - 773 752
Office equipment 64 - - 64 64
Production equipment 284 8 - 292 284
Rental equipment 7,508 885 - 8,393 7,508
Warehouse

equipment 656 61 - 717 656
Total accumulated

amortization $ 9,944 $ 988 $ - $ 10,932 $ 9,944

Net book value $ 1,896 $ (242) $ - $ 1,654 $ 1,896

11. Designated assets

The Agency has allocated $412 (2011 - $412) of its portfolio investments as designated assets for
cash received from the Province of Manitoba for the vacation entitlements earned by employees of
the Agency prior to its designation as an SOA and the severance pay benefits accumulated to March
31, 1998 for certain of the Agency’s employees. This amount is held in an interest bearing account
until the cash is required to discharge the related liabilities.  Any unused balance is re-invested
annually.
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MATERIALS DISTRIBUTION AGENCY
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Notes to Financial Statements

(in thousands)

Year ended March 31, 2012

12. Commitments

Leased premises

On March 24, 2003, the Agency took partial possession of a rental property consisting of 76,067
square feet at 1715 St. James Street, Winnipeg, Manitoba.  The lease is for a term of ten years
commencing May 1, 2003 with an additional five year option.  The payments are $521 per year.

On April 30, 2010, the Agency took possession of a rental property consisting of 45,000 square feet
at 1455 Mountain Avenue, Winnipeg, Manitoba.  The lease will expire on June 30, 2013 and the
payments are $18 per month.

Rental agreement

The Agency leases space from the Province of Manitoba on a monthly basis for the following
locations:  450 Broadway, Winnipeg; 340 - 9th Street, Brandon; and 25 Tupper Street, Portage La
Prairie.  Occupancy charges for the year ended March 31, 2012 were $10 (2011 - $10).

13. Province of Manitoba transfer

A total of $416 was transferred from the Agency to the Province of Manitoba during the year to cover
communications and security costs resulting from the disruption of postal services during June and
July of 2011.  These expenditures were unexpected and not considered routine operating expenses
of the Agency.
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MATERIALS DISTRIBUTION AGENCY
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Schedule of Warehouse Sales and Service Revenue

(in thousands)

Years ended March 31, 2012 and 2011 Schedule 1

2012 2011

 Warehouse sales:
Medical supplies $ 4,919 $ 4,858
Stationery 4,580 4,060
Furniture 2,537 1,259
Janitorial 2,174 2,030
Health equipment 574 489
Special projects 642 121

$ 15,426 $ 12,817

Service revenue:
Disposal $ 5 $ 17
Manitoba Textbook Bureau 290 290
Freight 731 726
Moving 389 466
Storage 63 60
Office equipment - copy centres 51 192
Mail services 5,870 5,940
Home care equipment rentals 3,062 2,841
Other income 206 584

$ 10,667 $ 11,116
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MATERIALS DISTRIBUTION AGENCY
AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Schedule of Operating and Administrative Expenses

(in thousands)

Years ended March 31, 2012 and 2011 Schedule 2

2012 2011

Operating expenses:
Amortization $ 988 $ 1,012
Copy centre 43 142
Equipment rentals 139 137
Freight 1,428 1,296
Mail services 4,550 4,392
Moving 313 430
Vehicle 92 95
Warehouse supplies 132 140

$ 7,685 $ 7,644

Administrative expenses:
Computer $ 237 $ 226
Miscellaneous 12 11
Office 207 142
Professional fees 14 15
Promotion and marketing 75 73
SOAFA fees 2 2
Telephone 66 52
Training 20 6

$ 633 $ 527
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 INDEPENDENT AUDITORS' REPORT

To the Special Operating Agencies Financing Authority of

Office of the Fire Commissioner

Report on the Financial Statements

We have audited the accompanying financial statements of Office of the Fire Commissioner, an agency
of the Special Operating Agencies Financing Authority of the Province of Manitoba, which comprise the
statements of financial position as at March 31, 2012 and the statements of operations, changes in net
financial assets 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 public sector accounting standards, 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 control relevant to the entity's
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity's internal control. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.

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

Basis for Qualified Opinion

During the year, Office of the Fire Commissioner experienced significant turnover in senior management
positions, including substantially all those positions that are responsible for financial reporting.  In
addition, subsequent to the approval of  Office of the Fire Commissioner's prior year financial statements,
a number of possible financial irregularities were identified by management.  Given the nature of these
possible financial irregularities combined with our inability to obtain representations from those
responsible for financial reporting during the prior year and beginning of the current year, it was not
practicable for us to obtain sufficient appropriate audit evidence about the accuracy of certain amounts
reported in the statement of operations. 

Consequently, we were unable to determine whether any adjustments to certain amounts reported in the
statement of operations were necessary.
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Qualified Opinion

In our opinion, except for the possible effects of the matters described in the Basis for Qualified Opinion
paragraphs, the financial statements present fairly, in all material respects, the financial position of Office
of the Fire Commissioner as at March 31, 2012 and its results of operations and cash flows for the year
then ended in accordance with Canadian public sector accounting standards.

Comparative Information

Without modifying our opinion, we draw attention to Note 4 to the financial statements which describes
that Office of the Fire Commissioner adopted  Canadian public sector accounting standards on April 1,
2011 with a transition date of April 1, 2010.  These standards were applied retrospectively by
management to the comparative information in these financial statements, including the statements of
financial position as at March 31, 2011 and March 31, 2010 and the statements of operations, changes in
net financial assets and cash flow for the year ended March 31, 2011 and related disclosures.  This
restated comparative information is unaudited.

Emphasis of Matter

Without modifying our opinion, we draw attention to Note 5 to the financial statements which describes
that Office of the Fire Commissioner identified errors relating to prior periods that were adjusted in the
current year as prior period adjustments in accordance with Canadian public sector accounting
standards.  This restated comparative information and related disclosure is unaudited.

July 16, 2012
Winnipeg, Canada Magnus Chartered Accountants LLP

 
Page 2135

BMMPC
Magnus & Buffie



 

4 
 

  March 31,    March 31,  April 1,
  2012    2011      2010   

Actual Actual Actual
(Restated - (Restated -

 Notes 4 and 5)  Notes 4 and 5)

Financial assets

Cash and cash equivalents 7,259$           6,164$           5,682$           

Accounts receivable (Note 7) 4,216             1,826             2,033             
Portfolio investments 787                559                559                

12,262           8,549             8,274             

Liabilities

Accounts payable       671                405                1,284             
Accrued liabilities (Note 8) 2,716             1,701             668                

Unearned revenue 423                175                386                
Employee future benefits (Note 9) 823                589                640                
Capital lease obligations (Note 10) 109                154                196                

4,742             3,024             3,174             

Net financial assets 7,520             5,525             5,100             

Non-financial assets
Tangible capital assets (Note 11) 7,499             7,909             7,890             
Prepaid expenses 80                  70                  66                  

7,579             7,979             7,956             

Accumulated surplus 15,099$         13,504$         13,056$         

Designated assets (Note 12)
Commitments (Note 13)

Contigency (Note 16)

See accompanying notes to financial statements.

OFFICE OF THE FIRE COMMISSIONER

PROVINCE OF MANITOBA

Statement of Financial Position

March 31, 2012

AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY

(in thousands)
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2012   2012 2011

Budget  Actual  Actual  
(Restated -

 Notes 4 and 5)

Revenue 
Grants:

Province of Manitoba 130$              706$              238$              
Federal Government 615                784                973                

Total grants 745                1,490             1,211             

Fees and other revenue 13,366           13,789           10,355           

Investment income 25                  32                  8                    

Total revenue (Schedule 1) 14,136           15,311           11,574           

Expenses
Personnel services 7,800             7,193             5,616             

Grants/Transfer payments - Mutual Aid 260                172                143                
Transportation (Schedule 2) 805                794                733                

Communication (Schedule 3) 330                286                243                

Supplies and services (Schedule 4) 1,420             1,852             1,760             

Debt servicing 12                  12                  14                  

Minor capital 80                  296                321                

Amortization 900                829                886                

Other operating expenses (Schedule 5) 1,149             1,532             1,410             

Total expenses 12,756           12,966           11,126           

Net income before the transfer of funds

to the Province of Manitoba 1,380             2,345             448                

Transfer of funds to the Province of Manitoba (Note 14) 750                750                -                     

Net income 630                1,595             448                

Accumulated surplus, beginning of year 13,991           13,504           13,056           

Accumulated surplus, end of year 14,621$         15,099$         13,504$         

See accompanying notes to financial statements.

OFFICE OF THE FIRE COMMISSIONER

PROVINCE OF MANITOBA

Statement of Operations

Year ended March 31, 2012
(in thousands)

AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
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2012   2012 2011

Budget  Actual  Actual  
(Restated -

 Notes 4 and 5)

Net income 630$              1,595$           448$              

Tangible capital assets 

Acquisition of tangible capital assets (660)               (423)               (905)               

Amortization of tangible capital assets 900                829                886                

Gain on disposal of tangible capital assets -                     4                    -                     

Net acquisition of tangible capital assets 240                410                (19)                 

Other non-financial assets

Increase (decrease) in prepaid expenses 10                  (10)                 (4)                   

Net acquisition of other non-financial assets 10                  (10)                 (4)                   

Increase in net financial assets 880                1,995             425                

Net financial assets, beginning of year 6,012             5,525             5,100             

Net financial assets, end of year 6,892$           7,520$           5,525$           

See accompanying notes to financial statements.

OFFICE OF THE FIRE COMMISSIONER

PROVINCE OF MANITOBA

Statement of Change in Net Financial Assets

Year ended March 31, 2012

(in thousands)

AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
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OFFICE OF THE FIRE COMMISSIONER

AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

(in thousands)

2012 2011

Actual Actual
(Restated -

 Notes 4 and 5)

Cash provided by (applied to):
Operating

Net income 1,595$           448$              

Amortization of tangible capital assets 829                886                
Gain on disposal of tangible capital assets (20)                 -                     

2,404             1,334             
Change in:

Accounts receivable (2,390)            207                
Accounts payable       266                (879)               

Accrued liabilities 1,015             1,033             

Unearned revenue 248                (211)               
Employee future benefits 234                (51)                 

Prepaid expenses (10)                 (4)                   
Cash provided by operating activities 1,767             1,429             

Capital

Proceeds from disposal of tangible capital assets 24                  -                     
Acquisition of tangible capital assets (423)               (905)               

Cash applied to capital activities (399)               (905)               

Investing

Portfolio investments (228)               -                     
Cash applied to investing activities (228)               -                     

Financing

Capital lease obligations (45)                 (42)                 
Cash applied to financing activities (45)                 (42)                 

Increase in cash and cash equivalents 1,095             482                

Cash and cash equivalents, beginning of year 6,164             5,682             

Cash and cash equivalents, end of year 7,259$           6,164$           

See accompanying notes to financial statements.

Statement of Cash Flow

Year ended March 31, 2012
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1. Nature of organization 
 

Effective April 1, 1996, the Office of the Fire Commissioner (or “the Agency”) was designated 
as a Special Operating Agency (SOA) under The Special Operating Agencies Financing 
Authority Act, Cap. S185, C.C.S.M. and operates under a charter approved by the Lieutenant 
Governor in Council. 
 
Effective April 1, 1996, a Transfer Agreement executed between the Government of Manitoba 
(Labour) and the Financing Authority, a corporation under The Special Operating Agencies 
Financing Authority (SOAFA) Act, transferred all assets in the Fires Prevention Fund valued at 
$11,809 to the Financing Authority. 
 
A Management Agreement executed between the Financing Authority and the Government of 
Manitoba (Labour) assigned responsibility to the Office of the Fire Commissioner to manage 
and account for the related assets and operations on behalf of the Financing Authority. The 
Office of the Fire Commissioner does not hold title to the assets.  Effective April 1, 1996, the 
Financing Authority established a fund referred to as the Fires Prevention Fund to hold these 
assets. 
 
Effective April 1, 2011, the operations and related net liabilities valued at $358 of the 
Mechanical and Engineering Branch of the Department of Labour and Immigration were 
transferred to the Financing Authority to be managed and accounted for by the Office of the 
Fire Commissioner.  The results of operations were applied prospectively with no comparative 
amounts included in the financial statements for the prior year.   
 
The Office of the Fire Commissioner is part of the Department of Family Services and Labour 
and is ultimately under the policy direction of the Minister of Family Services and Labour. 
 
The Agency is bound by relevant legislation and regulations. The Agency is also bound by 
administrative policy except where specific exemptions have been provided for in its charter in 
order to meet business objectives. 

 
 
2. Basis of accounting  
 

As of April 1, 2011, the Agency adopted Canadian public sector accounting (PSA) standards 
with a transition date of April 1, 2010.  More details on this transition are provided in Note 4 to 
these financial statements. 
 
The adoption of PSA standards includes the early adoption of PS 1201 Financial Statement 
Presentation, PS 3041 Portfolio Investments, PS 3450 Financial Instruments, and new PS 
3410 Government Transfers.  
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3. Significant accounting policies 
 

Revenue recognition 
 
Government transfers 
 
Government transfers without eligibility criteria or stipulations are recognized as revenue when 
the transfer is authorized.    

 
Government transfers with eligibility criteria but without stipulations are recognized as revenue 
when the transfer is authorized and all eligibility criteria have been met.  

 
Government transfers with or without eligibility criteria but with stipulations are recognized as 
revenue in the period the transfer is authorized and all eligibility criteria have been met, except 
when and to the extent that the transfer gives rise to a liability.  
 
Fees and other revenue 
 

Insurance Levy 
The Fires Prevention and Emergency Response Act imposes a special assessment on 
licensed insurers equal to a set percentage of total property insurance premiums.  The levy 
rate is currently set at 1.25% (2011 - 1.25%). 
 
The Agency collects this levy based on the value of premiums and assessments in respect 
to property insurance in a calendar year.  Levy revenue with respect to the 2011 calendar 
year is recognized as revenue in the fiscal year ending March 31, 2012 with no amounts 
recognized in the financial statements for January to March of the current fiscal year due to 
it not being practicable to determine a reasonable estimate for these amounts.   
 
Revenue is recognized on an accrual basis for: 
 
Mechanical and engineering fees including: amusement rides, boiler and pressure vessel, 
gas and oil, electrical, and elevator fees including certificates, design registrations, 
examinations, inspections, licenses, permits, searches and special acceptances under The 
Amusements Act, The Electricians' License Act, The Elevator Act, The Gas and Oil Burner 
Act, The Power Engineers Act and The Steam and Pressure Plants Act. 
 
Codes and standards revenue including:  building, mobile home and plumbing code 
inspections and permits under the Buildings and Mobile Homes Act. 
 
Tuition fees and fire inspections, investigations and reports under The Fires Prevention and 
Emergency Response Act. 
 
All other revenue is recognized on the accrual basis. 
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3. Significant accounting policies (continued) 

Expenses  
 
 Expenses incurred for goods and services are recorded on an accrual basis. 

 
 Government transfer payments 

Government transfer payments are recognized as expenses in the period in which the 
transfers are authorized and all eligibility criteria have been met. 

 
        Financial assets 

 
Cash and cash equivalents  
Cash and cash equivalents include cash on hand and short-term deposits and investments 
with original maturities of three months or less. 

 
Accounts receivable 
Accounts receivable are recorded at the lower of cost and net realizable value.  An 
allowance for doubtful accounts is recorded when there is uncertainty whether the amounts 
will be collected. 

 
Portfolio investments 
Portfolio investments are term deposits and investments with original maturities of more 
than three months.  These investments are recognized at cost.   

 
Liabilities 

 
Liabilities are present obligations as a result of transactions and events occurring at or prior to 
the end of the fiscal year the settlement of which will result in the future transfer or use of 
assets or other form of settlement.  Liabilities are recorded at the estimated amount ultimately 
payable. 

 
 Non-financial assets 

Non-financial assets do not normally provide resources to discharge liabilities of the 
Agency.  These assets are normally employed to provide future services. 

 
Prepaid expenses  
Prepaid expenses are payments for goods or services which will provide economic benefit 
in future periods.  The prepaid amount is recognized as an expense in the year the goods 
or services are consumed.   
 
Tangible capital assets   
Tangible capital assets are recognized at cost.  Cost includes the purchase price as well as 
other acquisition costs.  
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3. Significant accounting policies (continued) 

 
The costs of tangible capital assets, less any residual value, are amortized over their estimated                 
useful lives as follows:        

 
Buildings   5% declining balance 
Practical training site    10% declining balance 
Equipment     20% declining balance 
Fire engines     30% declining balance 
Other vehicles     30% declining balance 
Air compressors     20% declining balance 
Furniture      20% declining balance 
Computer equipment and software  30% declining balance 

 
Measurement uncertainty 

 
The preparation of financial statements in accordance with Canadian public sector accounting 
standards requires management to make estimates and assumptions that affect the reported 
amounts of assets and liabilities, the disclosure of contingencies at the date of the financial 
statements, and the reported amount of revenues and expenses during the reporting period.  
Actual results could differ from these estimates. 

 
 

4. First-time adoption of Canadian public sector accounting standards 
 

In previous fiscal years, the Agency classified itself as a Government Business-Type 
Organization (GBTO) and followed the recommendations of the Canadian Institute of 
Chartered Accountants (CICA) Accounting Handbook - Part V. In October 2009, the Public 
Sector Accounting Board (PSAB) determined that the category will cease to exist for fiscal 
years ending on or after January 1, 2011, and GBTOs are required to reclassify themselves in 
accordance with Canadian public sector accounting (PSA) standards. In accordance with 
recommendations of the Public Sector Accounting Handbook, the Agency has determined that 
it is an “other government organization” and has determined that PSA standards are the most 
appropriate framework for financial reporting purposes. 
 
These new standards were required to be applied retroactively. The impacts of this change are 
as follows: 
 
Cash and cash equivalents 

  
March 31, 2011 

 
April 1, 2010 

Cash as per previous financial statements  
 

$    2,914 $   5,682        

Add: amounts reclassified from short-term 
investments to cash and cash equivalents 

     
3,250 

 
- 

Cash and cash equivalents as per PSA 
standards 

$    6,164 $   5,682        
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4. First-time adoption of Canadian public sector accounting standards (continued) 

 
Portfolio investments  

  
March 31, 2011 

 
April 1, 2010 

Portfolio investments as per previous financial 
statements 

$           - $          - 

Add: amounts reclassified from long-term 
investments to portfolio investments - 
Note (i) 

     
559 

 
559 

Portfolio investments as per PSA standards $      559 $     559 

 
Unearned revenue 

 
March 31, 2011 

 
April 1, 2010 

Deferred contributions as per previous financial 
statements 

            $      990 $  1,110 

Less: government transfers previously deferred 
- Note (ii) 

   
   (815)    

  
(724) 

Unearned revenue as per PSA standards             $      175 $     386 

 
Employee future benefits 

 
March 31, 2011 

 
April 1, 2010 

Severance liability as per previous financial 
statements 

            $      452  $     503 

Add:  sick pay benefits - Note (iii) 137 137 

Employee future benefits as per PSA standards             $      589         $     640 

 
Accumulated surplus   March 31, 2011 April 1, 2010 

Equity as per previous financial statements             $ 14,082 
   815 

        
                   (137)  

        $13,555        
Add:  government transfers previously deferred 

- Note (ii) 
Less:  sick pay benefits - Note (iii) 

724 
 

         (137) 

Accumulated surplus as per PSA standards 
prior to the restatements per Note 5 

          
 
            $ 14,760 

 
 

        $14,142 
 

Net income 
Year ended 

March 31, 2011 
Net income as per previous financial statements $     555 
Less:  change in government transfers previously deferred - Note (ii)         91 
Less:  expenses previously recorded in a reserve fund - Note (iv)          (28) 

Net income as per PSA standards prior to the restatements per Note 5 $     618 

    
Notes: 

 
(i) PSA standards require information about designated assets to be disclosed in the notes, 

and not on the statement of financial position. Therefore, designated assets previously 
classified as “long-term investments” are reclassified to “portfolio investments” on the 
statement of financial position, with the information disclosed in Note 12 to these financial 
statements. 
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4. First-time adoption of Canadian public sector accounting standards (continued) 

 
(ii) Government assistance towards the acquisition of tangible capital assets was previously 

deferred and amortized over the life of the related asset.  Under PSA standards, 
government transfers are recognized as revenue when the transfers are authorized and 
any eligibility criteria are met, to the extent the transfers have any stipulations that give 
rise to a liability. 

 
(iii) Under the previous accounting standards, the Agency was not required to accrue a 

liability for sick pay benefits that accumulate but do not vest. However, PSA standards 
require an accrual for non-vesting sick pay benefits as they are earned by employees. 

 
(iv) Expenses previously recorded in a reserve fund as part of retained earnings are now 

reflected in the statement of operations under PSA standards. 
 

 
5. Correction of errors relating to prior periods 
 

During the year, the Agency identified material errors relating to certain grant revenues 
recognized in prior years; specifically, errors were identified in amounts recognized from 
Natural Resources Canada and the Manitoba Local Government.  PSA standards require that 
corrections of errors that impair the fairness of financial statements of prior periods be reported 
retroactively with restatement of the comparative information. 
 
The impacts of the correction of the errors are as follows: 
 
Accounts receivable   March 31, 2011 April 1, 2010 

Accounts receivable as per PSA standards           $   2,335     $    3,119    
Less: prior period adjustment to write off Natural  

Resources Canada - Green Building 
Promotion grant receivable - Note (i) 

Less: prior period adjustment to write off 
Manitoba Local Government – Mutual Aid 
grant receivable - Note (ii) 

 
 

                 (203) 
 
 

                 (306) 

 
 

            (826) 
 
 

            (260) 
Accounts receivable as per PSA standards - 

restated 
 

          $   1,826 
 

    $    2,033 

   

Accrued liabilities March 31, 2011 April 1, 2010 

Accrued liabilities as per PSA standards           $      954     $       668 

Add: prior period adjustment to set up accrual  
for repayment of Natural Resources 
Canada - Green Building Promotion grant 
- Note (i) 

 
 
 

 7474 

 
 
 

 -2 
Accrued liabilities as per PSA standards - 

restated 
 

          $   1,701 
 

    $       668 
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5. Correction of errors relating to prior periods (continued) 

 
Accumulated surplus   March 31, 2011 April 1, 2010 

Accumulated surplus as per PSA standards       
(per Note 4) 

 
         $  14,760 

 
    $  14,142 

Less: prior period adjustment to write off Natural 
Resources Canada - Green Building 
Promotion grant revenue - Note (i) 

Less:  prior period adjustment to write off 
Manitoba Local Government – Mutual Aid 
grant revenue - Note (ii) 

   
 

                 (950) 
 
 

                 (306) 

  
 

            (826) 
 
 

            (260) 
Accumulated surplus as per PSA standards - 

restated   
       $  13,504     $  13,056 

Net income 

 
Year ended 

March 31, 2011 
Net income as per as per PSA standards (per Note 4)     $        618 
Less: prior period adjustment to write off Natural Resources Canada - 

Green Building Promotion grant revenue - Note (i) 
Less:  prior period adjustment to write off Manitoba Local Government – 

Mutual Aid grant revenue - Note (ii) 
 

            (124) 
 
 

              (46) 

Net income as per PSA standards - restated  $       4482 

 
Notes: 

 
(i) The Agency submitted total claims of $950 to Natural Resources Canada (NRCAN) per 

the Green Building Promotion contribution agreement for the three year period 2008/09 to 
fiscal 2010/11 with a final holdback amount of $94.  The final report was due to NRCAN 
on April 30, 2011 in order to receive the holdback.  In September 2011, the Agency noted 
that the claims contained ineligible expenses and that the final report would be revised to 
exclude the ineligible amounts.   In November 2011, the Agency submitted a final report 
with a revised amount of $165 for eligible expenses.  No amounts have been recorded in 
the financial statements relating to this revised claim.  NRCAN is currently reviewing the 
final report with its financial and legal services and has indicated that it would be prudent 
to consider the full amount of $950 as repayable per the contribution agreement. An 
amount of $856 has been included in accrued liabilities as at March 31, 2012 (the amount 
repayable of $950 less the holdback of $94) and a reduction of $950 has been recorded to 
accumulated surplus for the decrease in revenue for the prior periods.   

 
(ii) The Agency recorded total grant revenue of $390 from Manitoba Local Government for 

Mutual Aid for the three year period from fiscal 2008/09 to fiscal 2010/11.  The Agency 
was eligible to receive an annual grant up to a maximum of $130 for each of the three 
years from Manitoba Local Government.  Each year, the Agency was to submit a claim 
based on total eligible expenses incurred.  If a claim is not submitted, or submitted for a 
lesser amount than the annual maximum of $130, then only the amount of eligible 
expenses submitted was payable by Manitoba Local Government.  The Agency did not 
submit claims for 2008/09 and 2009/10 and only submitted a claim for $84 in 2010/11. 
The grant revenue was overstated by $306 over the three year period.  A reduction of 
$306 has been recorded to the accounts receivable and to accumulated surplus for the 
decrease in revenue for the prior periods.    
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6. Financial instruments and financial risk management  
 

Measurement 

Financial instruments are classified into one of two measurement categories: (a) fair value; or 
(b) cost or amortized cost. 

The Agency records its financial assets at cost, which include cash and cash equivalents, 
accounts receivable and portfolio investments. The Agency also records its financial liabilities 
at cost, which include accounts payable.      

Gains and losses on financial instruments measured at fair value are recorded in accumulated 
surplus as re-measurement gains and losses until realized. Upon disposition of the financial 
instruments, the cumulative re-measurement gains and losses are reclassified to the statement 
of operations. Gains and losses on financial instruments measured at cost or amortized cost 
are recognized in the statement of operations in the period the gain or loss occurs.   

The Agency did not incur any re-measurement gains and losses during the year (2011 - $nil). 
 

Financial risk management - overview 
 

The Agency has exposure to the following risks from its use of financial instruments: credit risk; 
liquidity risk; market risk; interest risk; and foreign currency risk. 
 
Credit risk  
 
Credit risk is the risk that one party to a financial instrument fails to discharge an obligation and 
causes financial loss to another party.  Financial instruments which potentially subject the 
Agency to credit risk consist principally of cash and cash equivalents, portfolio investments and 
accounts receivable.   
 
The maximum exposure of the Agency to credit risk at March 31 is: 
 
   2012         2011 

Cash and cash equivalents  $    7,259   $  6,164  
Accounts receivable 4,216  1,826 
Portfolio investments  787  559 
 $  12,262 $  8,549 
    

Cash and cash equivalents and portfolio investments:  The Agency is not exposed to 
significant credit risk as these amounts are held by the Minister of Finance. 

 
Accounts receivable:  The Agency is not exposed to significant credit risk as the majority of the 
receivables are due from other reliable organizations and payment in full is typically collected 
when payment is due. The Agency establishes an allowance for doubtful accounts that 
represents its estimate of potential credit losses. The allowance for doubtful accounts is based 
on management’s estimates and assumptions regarding current market conditions, customer 
analysis and historical payment trends. These factors are considered when determining 
whether past due accounts are allowed for or written off. 
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6. Financial instruments and financial risk management (continued) 

 
The change in the allowance for doubtful accounts during the year was as follows: 
 
   2012         2011 

Balance, beginning of year  $          -   $          - 
Transfer of Mechanical and Engineering Branch 
   balance  34  

 
- 

Provision for receivable impairment 211  139 
Amounts written off (73)  (139) 
Balance, end of year  $      172 $          - 

    
Liquidity risk  

 
Liquidity risk is the risk that the Agency will not be able to meet its financial obligations as they 
come due.   
 
The Agency manages liquidity risk by maintaining adequate cash balances and by review from 
the Province of Manitoba to ensure adequate funding will be received to meet the obligations. 

 
Market risk  
 
Market risk is the risk that changes in market prices, such as interest rates and foreign 
exchange rates, will affect the Agency’s income or the fair values of its financial instruments.   

 
Interest rate risk  
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument 
will fluctuate because of changes in market interest rates.  The interest rate exposure 
relates to cash and cash equivalents and portfolio investments.   

 
The interest rate risk on cash and cash equivalents is considered to be low because of their 
short-term nature.  The interest rate risk on portfolio investments is considered low as the 
original deposits are reinvested at rates for investments with similar terms and conditions. 

 
Foreign currency risk 
Foreign currency risk is the risk that the fair value or future cash flows of a financial 
instrument will fluctuate because of changes in foreign exchange rates.  The Agency is not 
exposed to significant foreign currency risk as it does not have any financial instruments 
denominated in a foreign currency.   
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7. Accounts receivable 

 
The accounts receivable balance is made up of the following: 
 
 2012  2011  

Financial Institutions Branch of Department of 
Finance – Fire Prevention Levy  

Public Safety Canada – Joint Emergency 
Preparedness Initiative 

Trade accounts receivable 
National Search and Rescue Secretariat – New 
Search and Rescue Initiative  

 
$  2,492 

 
1,277 

418 
 

18 

   
$          - 

 
  1,414 

182 
 

146 
Public Safety Canada – National Heavy Urban 
Search and Rescue Exercise 

Manitoba Local Government – Mutual Aid Grant 

 
11 

- 

 
- 

84 
 $  4,216 $  1,826 

 
 
8. Accrued liabilities 

 
The accrued liabilities balance is made up of the following: 
 
 2012  2011  

Natural Resources Canada – Green Building 
Promotion (Note 5) 

Province of Manitoba (Note 14) 
Vacation and overtime accrual 
City of Winnipeg - Public Emergency Responder 
Certification Program 

Manitoba Finance – Provincial Sales Tax payable 
Payroll accrual 
Other  

 
$     856 

750 
693 

 
141 

30 
137 
109 

   
$     747 

- 
544 

 
186 

- 
83 

141 
 $  2,716 $  1,701 

 
 
9. Employee future benefits 
 

The employee future benefits balance is made up of the following: 
 
 2012  2011  

Severance benefits 
Sick pay benefits 

$     686 
137 

 $     452 
137 

 $     823 $     589 
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9. Employee future benefits (continued) 

 
Pension benefits 

 
Employees of the Office of the Fire Commissioner are eligible for pension benefits in 
accordance with the provisions of the Civil Service Superannuation Act (CSSA), administered 
by the Civil Service Superannuation Board (CSSB). The CSSA established a defined benefit 
plan to provide benefits to employees of the Manitoba Civil Service and to participating 
agencies of the Government, including the Office of the Fire Commissioner, through the Civil 
Service Superannuation Fund (CSSF). 
 
Effective March 31, 2001, pursuant to an agreement with the Province of Manitoba, the Office 
of the Fire Commissioner transferred to the Province the pension liability for its employees. 
 
Commencing April 1, 2001, the Office of the Fire Commissioner was required to pay to the 
Province an amount equal to its employees’ current pension contributions. The amount paid for 
March 31, 2012 was $342 (2011 - $260). Under this agreement, the Office of the Fire 
Commissioner has no further pension liability. 
 
Severance benefits  
 
Effective April 1, 1998, the Agency began recording accumulated severance pay benefits for its 
employees. The amount of severance pay obligations is based on actuarial calculations. The 
periodic actuarial valuations of these liabilities may determine that adjustments are needed to 
the actuarial calculations when actual experience is different from that expected and/or 
because of changes in actuarial assumptions used. The resulting actuarial gains or losses are 
amortized over the expected average remaining service life of the related employee group. 

 
An actuarial report was completed for the severance pay liability as of March 31, 2011. The 
report provides a formula to update the liability on an annual basis. In accordance with the 
formula, the Agency's actuarially determined net liability for accounting purposes as at March 
31, 2012 was $686 (2011 - $452), with the actuarial loss being amortized over the 15 year 
expected average remaining service life of the employee group. 

 
Significant long-term actuarial assumptions used in the March 31, 2011 valuation, and in the 
determination of the March 31, 2012 present value of the accrued severance benefit obligation 
were: 
 

Annual rate of return 
 inflation component    2.00% 
 real rate of return    4.00% 

        6.00% 
 

Assumed salary increase rates 
 annual productivity increase    1.00% 
 annual general salary increase   2.75% 

     3.75% 
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9. Employee future benefits (continued) 

 
Sick pay benefits 

 
The Office of the Fire Commissioner provides sick leave benefits for employees that 
accumulate but do not vest. The accrued benefit obligation related to sick leave entitlement 
earned by employees is determined using a valuation model developed by an actuary.  The 
valuation is based on employee demographics, sick leave usage and actuarial assumptions.  
These assumptions include a 6.00% annual return and a 3.75% annual salary increase. 
 

 
10. Capital lease obligations 

 
                      2012         2011 

Polaris Leasing Ltd., capital lease due November 
1, 2013, interest at 7.318% per year with annual 
principal and interest payments of $43 for the first 4 
years and a final payment of $79 in 2014.      $  109   $  141  
    

CTS Lease and Rental, capital lease due March 
15, 2012, interest at 7.486% per year with annual 
principal and interest payments of $14 for three 
years. -  13 
 $ 109 $  154 

 
Obligations under capital lease are secured by the equipment under lease. The future 
minimum lease payments for the next five years are as follows: 

 
2013    $   35 
2014             74 
                 $ 109 
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11. Tangible capital assets 

 
 2012  2011 

 Opening      Closing   

 balance  Additions  Disposals  balance  Total 

Cost       
Buildings  $   7,654 $           - $           - $     7,654 $   7,654 
Training site  2,384 4 - 2,388 2,384 
Equipment  2,999 167 - 3,166 2,999 
Fire engines  1,400 - - 1,400 1,400 
Other vehicles  1,155 148 (36) 1,267 1,155 
Air compressors  761 77 - 838 761 
Furniture 80 16 - 96 80 
Computers  395 11 - 406 395 

Total cost   16,828            423  
           

(36)   17,215    16,828 
 
 

Accumulated amortization      
Buildings  $   2,256 $      270 $           - $     2,526 $   2,256 
Training site  1,411 98 - 1,509 1,411 
Equipment  2,362 161 - 2,523 2,362 
Fire engines  1,150 75 - 1,225 1,150 
Other vehicles  832 136 (32) 936 832 
Air compressors  481 71 - 552 481 
Furniture 70 5 - 75 70 
Computers  357 13 - 370 357 
Total accumulated 

amortization 8,919  829  
           

(32) 9,716  8,919 

Net book value   $   7,909  $    (406)  $        (4)  $     7,499   $   7,909 
 

 
12. Designated Assets 

The Agency has allocated $787 (2011 - $559) of its portfolio investments as designated assets 
for cash received from the Province of Manitoba.  As at March 31, 2012, $559 was designated 
for the vacation entitlements earned by employees of the Agency prior to its designation as an 
SOA and the severance pay benefits accumulated to March 31, 1998 for certain of their 
employees and $228 was designated for the severance pay benefits accumulated to April 1, 
2011 for employees transferred from the Mechanical and Engineering Branch.  These amounts 
are held in an interest bearing account until the cash is required to discharge the related 
liabilities.  Any unused balance is re-invested annually.  
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13. Commitments 
 

The Agency (tenant) has entered into a lease agreement with the City of Brandon (landlord) for 
the land upon which the practical training facility has been constructed. The term of the lease 
expires May 31, 2017. Minimum annual rent is $12 due in equal quarterly installments, plus all 
operating costs with respect to the subject land. 

 
Computer and office equipment leases exist for 86 machines. The longest lease term expires 
on March 31, 2016. 

 
The Agency has entered into leases on a fleet of 44 vehicles. 
 
These three categories of leases give rise to commitments as follows: 

 
2013               $   303 
2014                198 
2015         143 
2016          82 
2017          47 
               $   773 
                                                                 

 
14. Transfer of funds to the Province of Manitoba 
 

During the year, with Lieutenant-Governor-in-Council approval by Order in Council, the Agency 
transferred $750 (2011 - $nil) of its surplus funds to the Province of Manitoba. 
 

 
15. Professional services – Family Services and Labour 

 
The Agency has a professional services agreement with the Department of Family Services 
and Labour to provide financial and administrative services; information and communications 
technology services; and research, legislation and policy services to the Agency.  The amount 
paid for March 31, 2012 was $180 (2011 - $130). 
 

 
16. Contingency 

 
A potential claim may be filed against the Agency regarding whether boilers manufactured or 
sold by the claimant fall within an exclusion under The Power Engineers Act.  As of yet, no 
claim has been filed in court; however, the claimant has suggested that they may proceed with 
litigation if the Agency does not respond to the claim for business interruption.  In the opinion of 
management and legal counsel, the outcome of the claim is not determinable and the amount 
of the potential loss, if any, cannot be reasonably estimated given the uncertainty of the 
outcome.  Should any loss result from the resolution of this claim, such loss will be charged to 
operations in the year of resolution.  
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2012   2012 2011

Budget  Actual  Actual  
(Restated -

 Notes 4 and 5)

Revenue

   Grants

   Province of Manitoba

      Manitoba Local Government - Mutual Aid 130$              130$              84$                

      Conservation - Disaster Financial Assistance -                     576                154                

         Total Province of Manitoba 130                706                238                

   Federal Government

      Public Safety Canada - Joint

         Emergency Preparedness Initiative 509                682                748                

      Public Safety Canada - Chemical, Biological,

         Radiological, Nuclear and Explosive 56                  -                     -                     

National Search and Rescue Secretariat   - New 

      Search and Rescue Initiative 50                  91                  146                

       Public Safety Canada - National Heavy Urban

          Search and Rescue Exercise -                     11                  79                  

             Total Federal Government 615                784                973                

   Fees and other revenue

   Insurance Levy 6,390             6,629             6,389             

   Mechanical and engineering fees 3,900             3,952             -                     

   Codes and standards 1,800             1,996             1,782             

   Tuition and contract revenue 1,056             990                1,794             

   Fire inspections, investigations and reports 130                133                195                

   Other revenue 90                  89                  78                  

   Emergency services conference -                     -                     117                

         Total fees and other revenue 13,366           13,789           10,355           

   Investment income 25                  32                  8                    

14,136$         15,311$         11,574$         

Year ended March 31, 2012

OFFICE OF THE FIRE COMMISSIONER

AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Schedule 1 - Revenue
(in thousands)
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2012   2012 2011
Budget  Actual  Actual  

(Restated -
 Notes 4 and 5)

Transportation expenses

Vehicle lease 580$              612$              485$              

Travel 140                135                217                
Fuel - owned vehicles 85                  41                  26                  
Emergency services -                     4                    3                    
Boards -                     2                    1                    

Mutual Aid - meetings -                     -                     1                    

805$              794$              733$              

Year ended March 31, 2012

OFFICE OF THE FIRE COMMISSIONER

AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Schedule 2 -  Transportation Expenses
(in thousands)
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2012   2012 2011

Budget  Actual  Actual  
(Restated -

 Notes 4 and 5)

Communication expenses

Communications 210$              185$              165$              
Postal and courier 40                  46                  36                  
Marketing 40                  22                  28                  
Public education material 40                  33                  14                  

330$              286$              243$              

Year ended March 31, 2012

OFFICE OF THE FIRE COMMISSIONER

AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Schedule 3 - Communication Expenses 
(in thousands)

 

 
Page 2156



  

25 
 

2012   2012 2011

Budget  Actual  Actual  
(Restated -

 Notes 4 and 5)

Supplies and services expenses

Supplies 450$              290$              406$              

Public Emergency Responder Certification Program -                     141                338                

Repairs and maintenance 300                299                285                
Rent 300                292                222                

Mutual Aid - air compressor maintenance -                     74                  54                  

Professional services - Family Services and Labour

   (Note 15) 180                180                130                

Professional fees 85                  99                  107                

Fuel - training supplies 80                  69                  78                  

Utilities 25                  22                  37                  

Bank charges -                     13                  15                  
Emergency services -                     373                88                  

1,420$           1,852$           1,760$           

Year ended March 31, 2012

OFFICE OF THE FIRE COMMISSIONER

AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Schedule 4 - Supplies and Services Expenses
(in thousands)
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2012   2012 2011

Budget  Actual  Actual  
(Restated -

 Notes 4 and 5)

Other operating expenses

Desktop management 400$              401$              274$              

Travel 310                266                371                

Bad debts -                     211                139                

Property taxes 150                171                142                

Insurance 130                111                119                

Clothing 50                  81                  150                

Publications 50                  56                  35                  

Professional development 25                  28                  30                  

Boards and committees 13                  3                    24                  

Seminar and conference registration 10                  7                    4                    

Memberships and subscriptions 6                    18                  5                    

Mutual Aid - meetings -                     5                    4                    

Other 5                    34                  33                  

Emergency services -                     140                48                  

Special rescue -                     -                     28                  
Relocation costs -                     -                     4                    

1,149$           1,532$           1,410$           

Year ended March 31, 2012

OFFICE OF THE FIRE COMMISSIONER

AN AGENCY OF THE SPECIAL OPERATING AGENCIES FINANCING AUTHORITY
PROVINCE OF MANITOBA

Schedule 5 - Other Operating Expenses
(in thousands)
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ORGANIZATION AND STAFF DEVELOPMENT – AN AGENCY OF
THE SPECIAL OPERATING AGENCY FINANCING AUTHORITY

Statement of Financial Position
(000's)

2012 2011 2010
March 31 March 31 April 1

Financial Assets
Cash and cash equivalents $ 351 $ 346 $ 333
Accounts receivable 141 256 192
Portfolio investments 39 39 39

531 641 564

Liabilities 
Accounts payable and accrued liabilities (Note 6) 124 235 209
Employee future benefits (Note 7) 94 81 71

218 316 280

Net financial assets 313 325 284

Non-financial Assets
Inventories held for use 21 25 24
Prepaid expenses - 66 -
Tangible capital assets (Note 8) 87 26 31

108 117 55

Accumulated surplus $ 421 $ 442 $ 339

Designated assets (Note 9)
Commitments (Note 10)
Contingencies (Note 11)

The accompanying notes are an integral part of these financial statements.
4 
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ORGANIZATION AND STAFF DEVELOPMENT – AN AGENCY OF
THE SPECIAL OPERATING AGENCY FINANCING AUTHORITY

Statement of Operations and Accumulated Surplus
(000's)

2012 2012 2011
For the year ended March 31 Budget Actual Actual

Revenue
Fees $ 1,400 $ 1,625 $ 2,198
Interest - 2 -

1,400 1,627 2,198

Expenses
Salaries and benefits 696 668 721
Professional fees 429 564 954
Operitel Learning Systems 92 73 67
Accommodations 46 77 65
Books and course materials 38 52 51
Occupancy costs 33 33 33
Food and beverages 32 62 73
Desk top management 32 28 29
Communications 18 16 17
Office supplies 13 15 14
Travel 11 18 24
Marketing 10 12 18
Rentals 5 10 13
Amortization 5 8 5
Professional development 4 7 6
Other 2 5 5

1,466 1,648 2,095

Annual surplus (deficit) (66) (21) 103

Accumulated surplus, beginning of year 457 442 339

Accumulated surplus, end of year $ 391 $ 421 $ 442

The accompanying notes are an integral part of these financial statements.
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ORGANIZATION AND STAFF DEVELOPMENT – AN AGENCY OF
THE SPECIAL OPERATING AGENCY FINANCING AUTHORITY

Statement of Change in Net Financial Assets
(000's)

2012 2012 2011
For the year ended March 31 Budget Actual Actual

Annual surplus (deficit) $ (66) $ (21) $ 103

Tangible capital assets
Acquisition of tangible capital assets - (69) -
Amortization of tangible capital assets 5 8 5

Net acquisition of tangible capital assets 5 (61) 5

Other non-financial assets
Increase in prepaid expenses - 66 (66)
Increase in inventories (1) 4 (1)

Net acquisition of other non-financial assets (1) 70 (67)

Increase (decrease) in net financial assets (62) (12) 41

Net financial assets, beginning of year 408 325 284

Net financial assets, end of year $ 346 $ 313 $ 325

The accompanying notes are an integral part of these financial statements.
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ORGANIZATION AND STAFF DEVELOPMENT – AN AGENCY OF
THE SPECIAL OPERATING AGENCY FINANCING AUTHORITY

Statement of Cash Flow
(000's)

For the year ended March 31 2012 2011

Cash Provided by (Applied to):

Operating
Annual surplus (deficit) $ (21) $ 103
Amortization of tangible capital assets 8 5

(13) 108

Change in:
Accounts receivable 115 (64)
Inventories 4 (1)
Prepaid expenses 66 (66)
Accounts payable and accrued liabilities (111) 26
Employee future benefits 13 10

87 (95)

Cash provided by operating activities 74 13

Capital
Acquisition of tangible capital assets (69) -

Cash applied to capital activities (69) -

Increase in cash and cash equivalents 5 13

Cash and cash equivalents, beginning of year 346 333

Cash and cash equivalents, end of year $ 351 $ 346

Supplementary Information
Interest received $ 2 $ -

The accompanying notes are an integral part of these financial statements.
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ORGANIZATION AND STAFF DEVELOPMENT – AN AGENCY OF
THE SPECIAL OPERATING AGENCY FINANCING AUTHORITY

Notes to Financial Statements

For the year ended March 31, 2012
(000's)

1. Nature of Organization 

Effective April 1, 1994, Organization and Staff Development of the Civil Service Commission
was designated by regulation as a Special Operating Agency under The Special Operating
Agencies Financing Authority Act and operates under a charter approved by the Lieutenant
Governor in Council. Its mandate is to provide consulting and training services to support the
implementation of the government's human resource policies and priorities.

The Agency is financed through the Special Operating Agencies Financing Authority. The
Financing Authority has the mandate to hold and acquire assets required for and resulting from
Agency operations. It finances the Agency through repayable loans and working capital
advances. This financial framework enables the Agency to operate in a business-like manner
according to public policy expectations.

A Management Agreement between the Financing Authority and the Minister responsible for
the Civil Service Commission assigns responsibility to the Agency to manage and account for
the Agency related assets and operations on behalf of the Financing Authority. 

Organization and Staff Development continues to be part of the Civil Service Commission
under the general direction of the Commissioner and ultimately the policy direction of the
Minister responsible for The Civil Service Act.

Organization and Staff Development remains bound by relevant legislation and regulations. It
is also bound by administrative policy except where specific exemptions have been provided
for in its charter in order to meet business objectives.

Organization and Staff Development is economically dependant on the Province of Manitoba.
Currently, the Agency derives most of its revenue from the Province of Manitoba and all of its
capital financing requirements through the Financing Authority.

2. Basis of Accounting 

As of April 1, 2011, the Agency adopted Public Sector Accounting (PSA) Standards with a
transition date of April 1, 2010. More details on this transition are provided in Note 4.

The adoption of PSA standards includes early adoption of PS 3450 Financial Instruments, PS
1201 Financial Statement Presentation, and new PS 3410 Government Transfers.

8 
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ORGANIZATION AND STAFF DEVELOPMENT – AN AGENCY OF
THE SPECIAL OPERATING AGENCY FINANCING AUTHORITY

Notes to Financial Statements

For the year ended March 31, 2012
(000's)

3. Significant Accounting Policies

a. Revenue
Training and consulting revenue is recorded on an accrual basis by specific project.

b. Expenses
All expenses incurred for goods and services are recorded on an accrual basis.

c. Financial Assets
Portfolio investments are short-term deposits with original maturities of more than three
months.  These investments are recognized at cost.

d. Liabilities
Liabilities are present obligations as a result of transactions and events occurring prior to
the end of the fiscal year. The settlement of liabilities will result in the future transfer of
assets or other form of settlement. Liabilities are recorded at the estimated amount
ultimately payable.

e. Non-financial Assets

(i) Inventories
Inventories held for use are classified as non-financial assets.

(ii) Prepaid Expenses
Prepaid expenses are payments for goods or services which will provide economic
benefit in future periods. The prepaid amount is recognized as an expense in the year
the goods or services are consumed.  

(iii) Tangible Capital Assets
Tangible capital assets are recognized at cost. Cost includes the purchase price as
well as other acquisition cost. The costs of tangible capital assets, less any residual
value, are amortized over their estimated useful lives as follows:

Office equipment 20% declining balance
Furniture and fixtures 20% declining balance
Computer equipment 20% straight line

In the year of acquisition, amortization is calculated at one half of the rate indicated
above.

f. Measurement Uncertainty
In preparing the Agency's financial statements, management is required 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 reported
amounts of revenue and expenses during the period. Actual results could differ from these
estimates.
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ORGANIZATION AND STAFF DEVELOPMENT – AN AGENCY OF
THE SPECIAL OPERATING AGENCY FINANCING AUTHORITY

Notes to Financial Statements

For the year ended March 31, 2012
(000's)

4. First-time Adoption of Public Sector Accounting Standards

In previous years, the Agency was classified as a Government Business-Type Organization
(GBTO) and followed the recommendations of the Canadian Institute of Chartered
Accountants (CACA) Accounting handbook - Part V. In October 2009, the Public Sector
Accounting Board (PSAB) determined that the category will cease to exist for fiscal years
ending on or after January 1, 2011 and GBTOs are required to reclassify themselves in
accordance with Public Sector Accounting (PSA) standards. In accordance with the
recommendations of the Public Sector Accounting Handbook, the Agency has determined that
it is as an "other government organization" and has determined the PSA Standards are the
most appropriate framework for reporting purposes.

These new standards were required to be applied retroactively. The impacts of this change are
as follows:

March 31 April 1
(a) Portfolio investments 2011 2010

Portfolio investments as per previous financial statements $ - $ -
Less:  Amounts reclassified from long-term
                 investments  (Note (i)) 39 39

Portfolio investments as per PSA Standards $ 39 $ 39

March 31 April 1
(b) Employee future benefits 2011 2010

Severance liability as per previous financial statements $ 66 $ 56
Add:  Sick pay benefits (Note (ii)) 15 15

Employee future benefits as per PSA Standards $ 81 $ 71

March 31 April 1
(c) Accumulated surplus 2011 2010

Accumulated surplus as per previous financial statements $ 457 $ 354
Less:  Sick pay benefits (Note (ii)) (15) (15)

Accumulated surplus as per PSA Standards $ 442 $ 339

Notes
(i) PSA Standards require information about designated assets to be disclosed in the notes,

and not on the statement of financial position.  Therefore, designated assets previously
classified as "long-term investments" are reclassified to "portfolio investments" on the
statement of financial position.

(ii) Under the previous accounting standards, the Agency was not required to accrue a
liability for sick pay benefits that accumulated but did not vest.  However, PSA Standards
require accrual of non-vesting sick pay benefits as they are earned by employees.

10 
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ORGANIZATION AND STAFF DEVELOPMENT – AN AGENCY OF
THE SPECIAL OPERATING AGENCY FINANCING AUTHORITY

Notes to Financial Statements

For the year ended March 31, 2012
(000's)

5. Financial Instruments and Financial Risk Management 

Financial assets and liabilities are classified into one of the two measurement categories: (a)
fair value; or (b) cost or amortized cost.

The Agency records its financial assets and liabilities at cost, which include cash and cash
equivalents, accounts receivable and portfolio investments. The Agency also records its
financial liabilities at cost, which include accounts payable and accrued liabilities.

Gains and losses on financial instruments measured at fair value are recorded in accumulated
surplus as remeasurement gains and losses  until realized. Upon disposition of the financial
instruments, the cumulative remeasurement gains and losses are reclassified to the statement
of operations. Gains and losses on financial instruments measured at cost or amortized cost
are recognized in the statement of operations in the period the gain or loss occurs.

Financial Risk Management - Overview

The Agency has exposure to the following risks from its use of financial instruments: credit
risk; liquidity risk; market risk; interest risk; and foreign currency risk.

Credit Risk

Credit risk is the risk that one party to a financial instrument fails to discharge an obligation and
causes financial loss to another party. Financial instruments which potentially subject the
Agency to credit risk consist principally of cash and cash equivalents, portfolio investments and
accounts receivable.

The maximum exposure of the Agency to credit risk at March 31 is:

2012 2011

Cash and cash equivalents $ 351 $ 346
Accounts receivable 141 256
Portfolio investments 39 39

$ 531 $ 641

Cash, cash equivalents and portfolio investments: The Agency is not exposed to significant
credit risk as the cash and term deposits are primarily held by the Minister of Finance.

11 
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ORGANIZATION AND STAFF DEVELOPMENT – AN AGENCY OF
THE SPECIAL OPERATING AGENCY FINANCING AUTHORITY

Notes to Financial Statements

For the year ended March 31, 2012
(000's)

5. Financial Instruments and Financial Risk Management (continued)

Accounts receivable: The Agency is not exposed to significant credit risk as the majority of the
receivables are due from other reliable organizations and payment in full is typically collected
when it is due. The Agency establishes an allowance for doubtful accounts that represents its
estimate of potential credit losses. The allowance for doubtful accounts is based on
management’s estimates and assumptions regarding current market conditions, customer
analysis and historical payment trends. These factors are considered when determining
whether past due accounts are allowed for or written off.

Management has determined that no allowance for doubtful accounts is required as at March
31, 2012.

Liquidity Risk

Liquidity risk is the risk that the Agency will not be able to meet its financial obligations as they
come due.

The Agency manages liquidity risk by maintaining adequate cash balances and by review from
the Province of Manitoba to ensure adequate funding will be received to meet the obligations.

Market Risk

Market risk is the risk that changes in market prices, such as interest rates and foreign
exchange rates, will affect the Agency’s income or the fair values of its financial instruments.
The significant market risks the Agency is exposed to are interest rate risk and foreign
currency risk.

Interest Rate Risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market interest rates. The interest rate exposure relates to
cash and cash equivalents and portfolio investments.

The interest rate risk on cash and cash equivalents is considered to be low because of their
short-term nature. The interest rate risk on portfolio investments is considered low as the
original deposits are reinvested at rates for investments with similar terms and conditions.

Foreign Currency Risk

Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument
will fluctuate because of changes in foreign exchange rates. The Agency is not exposed to
significant foreign currency risk as it does not have any financial instruments denominated in
foreign currency.
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ORGANIZATION AND STAFF DEVELOPMENT – AN AGENCY OF
THE SPECIAL OPERATING AGENCY FINANCING AUTHORITY

Notes to Financial Statements

For the year ended March 31, 2012
(000's)

6. Accounts Payable and Accrued Liabilities
2012 2011

Trade accounts payable and accrued liabilities $ 48 $ 147
Accrued salaries 13 11
Accrued vacation and overtime 63 77

$ 124 $ 235

7. Employee Future Benefits

2012 2011

Severance benefits $ 79 $ 66
Sick pay benefits 15 15

$ 94 $ 81

Pension benefits        

Employees of Organization and Staff Development are eligible for pension benefits in
accordance with the provisions of the Civil Service Superannuation Act ("CSSA"), administered
by the Civil Service Superannuation Board. The CSSA established a defined benefit plan to
provide benefits to employees of the Manitoba Civil Service and to participating agencies of the
Government, including Organization and Staff Development, through the Civil Service
Superannuation Fund.

Effective March 31, 2001, pursuant to an agreement with the Province of Manitoba, the
Agency transferred to the Province of Manitoba the pension liability for its employees.
Commencing April 1, 2001, the Agency is required to pay annually to the Province of Manitoba
an amount equal to its employees' current pension contributions. The amount paid for 2012
was $34 ($35 in 2011). Under this agreement, the Agency has no further pension liability.
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ORGANIZATION AND STAFF DEVELOPMENT – AN AGENCY OF
THE SPECIAL OPERATING AGENCY FINANCING AUTHORITY

Notes to Financial Statements

For the year ended March 31, 2012
(000's)

7. Employee Future Benefits (continued)

Severance benefits        

Effective April 1, 1998, the Agency began recording accumulated severance pay benefits for
its employees. The amount of severance pay obligations is based on actuarial calculations.
The periodic actuarial valuations of these liabilities may determine that adjustments are
needed to the actuarial calculations when actual experience is different from that expected
and/or because of changes in actuarial assumptions used. The resulting actuarial gains or
losses are amortized over the expected average remaining service life of the related employee
group.

An actuarial report was completed for the severance pay liability as of March 31, 2011. The
report provides a formula to update the liability on an annual basis.  The Agency’s actuarially
determined net liability for accounting purposes as at March 31, 2012 was $79 ($66 as at
March 31, 2011), with the actuarial gain or loss being amortized over the 15 year expected
average remaining service life of the employee group.

Significant long-term actuarial assumptions used in the March 31, 2011 valuation, and in the
determination of the March 31, 2012 present value of the accrued severance benefit obligation
were:

Annual rate of return
Inflation component 2.00%
Real rate of return 4.00%

6.00%

Annual salary increase rates
Annual productivity increase 1.00%
Annual general salary increase 2.75%

3.75%

The severance liability at March 31 includes the following components:

2012 2011

Accrued benefit liability $ 112 $ 78
Unamortized actuarial gains (losses) (33) (12)

Severance benefit liability $ 79 $ 66
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ORGANIZATION AND STAFF DEVELOPMENT – AN AGENCY OF
THE SPECIAL OPERATING AGENCY FINANCING AUTHORITY

Notes to Financial Statements

For the year ended March 31, 2012
(000's)

7. Employee Future Benefits (continued)

The total expenses related to severance benefits at March 31 include the following
components:

2012 2011

Interest on obligation $ 7 $ 5
Employer service cost 4 5
Amortization of actuarial loss over the expected average 
   remaining service life of the employee group 2 -

$ 13 $ 10

Sick pay benefits

The Agency provides sick leave benefits for employees that accumulate but do not vest.  The
accrued benefit obligation related to sick leave entitlement earned by employees is determined
using a valuation model developed by an actuary.  The valuation is based on employee
demographics, sick leave usage and actuarial assumptions.  These assumptions include a
6.00% annual return and a 3.75% annual salary increase.
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ORGANIZATION AND STAFF DEVELOPMENT – AN AGENCY OF
THE SPECIAL OPERATING AGENCY FINANCING AUTHORITY

Notes to Financial Statements

For the year ended March 31, 2012
(000's)

8. Tangible Capital Assets
2012

 Opening Closing 
Balance Additions Disposals  Balance 

Cost
Office equipment $ 6 $ - $ - $ 6
Furniture and fixtures 52 69 - 121
Computer equipment 20 - - 20

78 69 - 147

Accumulated Amortization
Office equipment 4 - - 4
Furniture and fixtures 32 7 - 39
Computer equipment 16 1 - 17

52 8 - 60

Net book value $ 26 $ 61 $ - $ 87

  2011

 Opening Closing 
Balance Additions Disposals  Balance 

Cost
Office equipment $ 6 $ - $ - $ 6
Furniture and fixtures 52 - - 52
Computer equipment 20 - - 20

78 - - 78

Accumulated Amortization
Office equipment 4 - - 4
Furniture and fixtures 29 3 - 32
Computer equipment 14 2 - 16

47 5 - 52

Net book value $ 31 $ (5) $ - $ 26
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ORGANIZATION AND STAFF DEVELOPMENT – AN AGENCY OF
THE SPECIAL OPERATING AGENCY FINANCING AUTHORITY

Notes to Financial Statements

For the year ended March 31, 2012
(000's)

9. Designated Assets

The Agency has allocated $39 (2011 - $39) of its temporary investments as designated assets
for cash received from the Province of Manitoba with regard to the severance pay benefits
accumulated to March 31, 1998 for certain of the Agency' employees. This amount is held in
an interest bearing account until the cash is required to discharge the related liabilities. Any
unused balance is re-invested annually.

10. Commitments         

The  Agency has entered into an agreement with Operitel for an online Learning Management
System until March 2013. The minimum annual payments for the next year are as follows:

2013 $ 92

11. Contingencies           

A potential claim has been filed against the Agency for breach of an agreement. In the opinion
of management and legal counsel, the amount of the potential loss cannot be estimated, and
the outcome of the claim is not determinable. Should any loss result from the resolution of this
claim, such loss will be charged to operations in the year of resolution.

12. Related Party Transactions

The Agency is related in terms of common ownership to all Province of Manitoba created
Departments, Agencies and Crown Corporations. The Agency enters into transactions with
these entities in the normal course of business and the transactions are measured at the
exchange amount. 

13. Budgeted Figures

Budgeted figures have been provided for comparison purposes and have been derived from
the estimates approved by the management of the Agency.
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2500 - 201 Portage Ave., Winnipeg, Manitoba, R3B 3K6, Phone: (204) 775-4531, 1 (877) 500-0795

Independent Auditors’ Report

To the Special Operating Agencies Financial Authority:

We have audited the accompanying financial statements of Pineland Forest Nursery, which comprise the statement of financial position
as at March 31, 2012, March 31, 2011, and April 1, 2010 and the statements of operations and accumulated surplus (deficit), change in
net debt and cash flows for the years 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 public
sector accounting standards, 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.

Auditors' 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 auditors’ judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

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

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of Pineland Forest Nursery as at
March 31, 2012, March 31, 2011 and April 1, 2010 and the results of its operations, changes in net debt and its cash flows for the years
ended March 31, 2012 and March 31, 2011 in accordance with Canadian public sector accounting standards.

Winnipeg, Manitoba

June 4, 2012 Chartered Accountants
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The accompanying notes are an integral part of these financial statements

1

March 31, March 31, April 1,

2012 2011 2010

(In thousands) (In thousands) (In thousands)

Financial Assets
Portfolio investments 187 187 187
Accounts receivable (Note 6) 998 869 1,711

1,185 1,056 1,898

Liabilities
Working capital advances (Note 7) 2,663 2,146 2,200
Accounts payable and accruals 262 290 230
Unearned revenue 63 97 622
Employee future benefits (Note 8) 338 308 288
Borrowings from the Province of Manitoba (Note 9) 1,607 1,752 1,733

4,933 4,593 5,073

Net Debt (3,748) (3,537) (3,175)

Non-financial Assets
Inventories held for use 162 142 136
Prepaid expenses 37 36 27
Tangible capital assets (Note 10) 2,578 2,907 3,182

2,777 3,085 3,345

Accumulated Surplus (Deficit) (971) (452) 170

Designated assets (Note 11)

Director Director

Approved on behalf of the Special Operating Agencies Financing Authority

Pineland Forest Nursery

Statement of Financial Position
As at March 31, 2012

An Agency of the Special Operating Agencies Financing Authority
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The accompanying notes are an integral part of these financial statements

2

2012 2012 2011

Budget Actual Actual

(In thousands) (In thousands) (In thousands)

Revenues - Private sector
Overwinter 910 756 768
Current 229 181 237
Seed services 60 38 70
Other 5 40 39

1,203 1,015 1,114

Revenues - Province of Manitoba
Overwinter 948 1,031 928
Current 201 223 219
Seed services 40 36 37
Trees for tomorrow - 183 148
Other 20 8 2

1,209 1,481 1,334

Total revenues 2,412 2,496 2,448

Operating expenses (Schedule 1) 824 939 943

General administrative expenses
Amortization 477 453 481
Interest - operating and capital loan 145 130 116
Salaries, wages and benefits 1,599 1,493 1,530

2,221 2,076 2,127

Total expenses 3,045 3,015 3,070

Net loss (633) (519) (622)

Accumulated surplus (deficit), beginning of year (452) (452) 170

Accumulated deficit, end of year (1,085) (971) (452)

Pineland Forest Nursery

Statement of Operations and Accumulated Surplus (Deficit)
For the Year Ended March 31, 2012

An Agency of the Special Operating Agencies Financing Authority
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The accompanying notes are an integral part of these financial statements

3

2012 2012 2011

Budget Actual Actual

(In thousands) (In thousands) (In thousands)

Net loss (633) (519) (622)

Tangible capital assets
Acquisition of tangible capital assets (155) (124) (206)
Amortization of tangible capital assets 477 453 481

322 329 275

Other non-financial assets
Increase in inventory held for use - (20) (6)
Increase in prepaid expense - (1) (9)

- (21) (15)

Increase in net debt (311) (211) (362)

Net debt, beginning of year (3,537) (3,537) (3,175)

Net debt, end of year (3,848) (3,748) (3,537)

Pineland Forest Nursery

Statement of Change in Net Debt
For the Year Ended March 31, 2012

An Agency of the Special Operating Agencies Financing Authority
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The accompanying notes are an integral part of these financial statements

4

2012 2011

Actual Actual

(In thousands) (In thousands)

Cash provided by (applied to):
Operating

Net loss (519) (622)
Amortization of tangible capital assets 453 481

(66) (141)
Change in:

Accounts receivable (129) 842
Accounts payable and accruals (28) 60
Unearned revenue (34) (525)
Employee future benefits 30 20
Inventories (20) (6)
Prepaid expenses (1) (9)

(248) 241

Capital
Acquisition of tangible capital assets (124) (206)

Financing
Borrowings from the Province of Manitoba - 149
Debt repayments to the Province of Manitoba (145) (130)

(145) 19

Increase (decrease) in cash resources (517) 54

Working capital advances, beginning of year (2,146) (2,200)

Working capital advances, end of year (2,663) (2,146)

Statement of Cash Flows
For the Year Ended March 31, 2012

Pineland Forest Nursery
An Agency of the Special Operating Agencies Financing Authority

 
Page 2180



Pineland Forest Nursery
An Agency of the Special Operating Agencies Financing Authority

Notes to the Financial Statements
For the year ended March 31, 2012

(In thousands)

5

1. Nature of Organization

In 1953, Pineland Provincial Forestry Nursery (the "Nursery") was established to meet all the nursery
stock requirements of the Province at one location. Prior to 1953 there were several small nurseries
located throughout the Province. Effective April 1, 1995, Pineland Forest Nursery was designated as a
special operating agency under The Special Operating Agencies Financing Authority Act (C.C.S.M.
c.S185) and operates under a charter approved by the Lieutenant Governor in Council.

A management agreement between the Financing Authority and the Minister of Conservation assigns
responsibility to the Nursery to manage and account for the agency related assets and operations on
behalf of the Financing Authority. Pineland Forest Nursery continues to be part of Manitoba
Conservation under the general direction of the Assistant Deputy Minister of Conservation Programs
and ultimately the policy direction of the Deputy Minister and the Minister. Pineland Forest Nursery
remains bound by relevant legislation and regulations. It is also bound by administrative policy, except
where specific exemptions have been provided for in its charter in order to meet business objectives.

2. Basis of Accounting

As of April 1, 2011, the Nursery adopted Public Sector Accounting (PSA) Standards with a transition
date of April 1, 2010. More details on this transition are provided in Note 4.

The adoption of PSA Standards includes early adoption of PS 3450 Financial Instruments, PS 1201
Financial Statement Presentation, and new PS 3410 Government Transfers.

3. Significant Accounting Policies

Revenue

Revenue is recognized on a percentage of completion basis. Any excess of revenue recorded on a
percentage of completion basis over amounts billed is recorded as unbilled revenue and included in
accounts receivable. Any excess of amounts billed over revenue recorded on a percentage of
completion basis is recorded as unearned revenue.

Expenses

All expenses are recorded on an accrual basis.

Financial Assets

Portfolio Investments are investments that are capable of reasonably prompt liquidation and are
recognized at cost.

Liabilities

Liabilities are present obligations as a result of transactions and events occurring prior to the end of the
fiscal year. The settlement of the liabilities will result in the future transfer or use of assets or other form of
settlement. Liabilities are recorded at the estimated amount ultimately payable.
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Pineland Forest Nursery
An Agency of the Special Operating Agencies Financing Authority

Notes to the Financial Statements
For the year ended March 31, 2012

(In thousands)

6

Non-financial Assets

Non-financial assets do not normally provide resources to discharge liabilities of the Financing
Authority. These assets are normally employed to provide future services.

Inventories held for use are classified as non-financial assets.

Prepaid expenses are payments for goods or services which will provide economic benefit in future
periods. The prepaid amount is recognized as an expense in the year the goods or services are
consumed.

Tangible Capital Assets are recognized at cost. Cost includes the purchase price as well as other
acquisition costs. Amortization is provided using the declining balance method at rates intended to
amortize the cost of assets over their estimated useful lives.

Rate
Buildings - Greenhouses, coldframes, freezers, holding area, minor

service buildings, major pump-house, major service buildings,
propane conversion 10-20%

Equipment 20-30%

Amortization on current year additions is pro-rated on the length of time in use in the current
year.

Long-lived assets

Long-lived assets consist of tangible capital assets. Long-lived assets held for use are measured and
amortized as described in the applicable accounting policies.

The Nursery performs impairment testing on long-lived assets held for use whenever events or changes
in circumstances indicate that the carrying amount of an asset, or group of assets, may not be
recoverable. The carrying amount of a long-lived asset is not recoverable if the carrying amount
exceeds the sum of the undiscounted future cash flows from its use and disposal. Impairment is
measured as the amount by which the asset's carrying amount exceeds its fair value. Fair value is
measured using prices for similar items. Any impairment is included in loss for the year.

Measurement uncertainty

The preparation of financial statements requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and 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. Accounts receivable are stated after evaluation as to their collectability and an
appropriate allowance for doubtful accounts is provided where considered necessary. Amortization is
based on the estimated useful lives of tangible capital assets. These estimates and assumptions are
reviewed periodically and, as adjustments become necessary they are reported in earnings in the
periods in which they become known.

Donated materials and services

Donated materials and services are recorded in the accounts at their fair value. Fair value is based on
the amounts that would be paid if these materials and services were purchased in the normal course of
business. No amount has been included in cases when fair value could not be reasonably estimated.

 
Page 2182



Pineland Forest Nursery
An Agency of the Special Operating Agencies Financing Authority

Notes to the Financial Statements
For the year ended March 31, 2012

(In thousands)

7

4. First-time Adoption of Public Sector Accounting Standards

In previous fiscal years, the Nursery classified itself as a Government Business-Type Organization
(GBTO) and followed the recommendations of the Canadian Institute of Chartered Accountants (CICA)
Accounting Handbook - Part V. In October 2009, the Public Sector Accounting Board (PSAB)
determined that the category will cease to exist for fiscal years ending on or after January 1, 2011, and
GBTOs are required to reclassify themselves in accordance with Public Sector Accounting (PSA)
Standards. In accordance with recommendations of the Public Sector Accounting Handbook, the
Nursery has determined that it is an “other government organization” and has determined that PSA
Standards are the most appropriate framework for reporting purposes, and has followed PS 2125 –
First-time adoption by government organizations.

These new standards were required to be applied retroactively. The impacts of this change are as
follows:

a) Unearned revenue March 31, 2011 April 1, 2010

Unearned revenue as per previous financial
statements

97 825

Less: adjustments for government transfers
previously deferred – Note (i)

- (203)

Unearned revenue as per PSA Standards 97 622

b) Employee future benefits March 31, 2011 April 1, 2010

Severance liability as per previous financial
statements

282 262

Add : sick pay benefits – Note (ii) 26 26

Employee future benefits as per PSA Standards 308 288

c) Accumulated surplus (deficit) March 31, 2011 April 1, 2010

Equity as per previous financial statements (426) (7)
Add : adjustments for government transfers

previously deferred – Note (i)
- 203

Less: sick pay benefits – Note (ii) (26) (26)

Accumulated surplus (deficit) as per PSA Standards (452) 170

d) Net loss
Year ended

March 31, 2011

Net loss as per previous financial statements (419)
Less: adjustments for government transfers previously deferred – Note (i) (203)

Net loss as per PSA Standards (622)

Notes:

(i) Under PSA Standards, government transfers are recognized as revenue when the transfers
are authorized and any eligibility criteria are met, to the extent the transfers have any
stipulations that give rise to a liability

(ii) Under the previous accounting standards, the Financing Authority was not required to accrue a
liability for sick pay benefits that accumulated but did not vest. However, PSA Standards
require accrual of non-vesting sick pay benefits as they are earned by employees.
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Pineland Forest Nursery
An Agency of the Special Operating Agencies Financing Authority

Notes to the Financial Statements
For the year ended March 31, 2012

(In thousands)

8

5. Financial Instruments and Financial Risk Management

Measurement

Financial instruments are classified into one of the two measurement categories: (a) fair value; or (b)
cost or amortized cost.

The Nursery records its financial assets at cost, which include accounts receivable and portfolio
investments. The Nursery also records its financial liabilities at cost, which include accounts payable
and borrowings.

Gains and losses on financial instruments measured at fair value are recorded in accumulated surplus
as re-measurement gains and losses until realized. Upon disposition of the financial instruments, the
cumulative re-measurement gains and losses are reclassified to the statement of operations. Gains and
losses on financial instruments measured at cost or amortized cost are recognized in the statement of
operations in the period the gain or loss occurs.

The Nursery did not incur any re-measurement gains and losses during the year (2011 - $nil).

Financial risk management - overview

The Nursery has exposure to the following risks from its use of financial instruments: credit risk; liquidity
risk; market risk; interest risk; and foreign currency risk.

Credit risk

Credit risk is the risk that one party to a financial instrument fails to discharge an obligation and causes
financial loss to another portfolio. Financial instruments which potentially subject the Nursery to credit
risk consist principally of portfolio investments and accounts receivable.

The maximum exposure of the Nursery to credit risk is:

March 31
2012

March 31
2011

April 1
2010

Portfolio investments 187 187 187
Accounts receivable 998 869 1,711

1,185 1,056 1,898

Portfolio investments: The Nursery is not exposed to significant credit risk as these amounts are held by
the Minister of Finance.

Accounts receivable: The Nursery is not exposed to significant credit risk as the balance is due from a
large client base, and payment in full is typically collected when it is due. The Nursery manages this
credit risk through close monitoring of overdue accounts. The Nursery establishes an allowance for
doubtful accounts that represents its estimate of potential credit losses. The allowance for doubtful
accounts is based on management’s estimates and assumptions regarding current market conditions,
customer analysis and historical payment trends. These factors are considered when determining
whether past due accounts are allowed for or written off.

The change in the allowance for doubtful accounts was as follows:

March 31
2012

March 31
2011

April 1
2010

Balance, beginning of the year 43 49 43
Provision for (recovery of ) receivable impairment - (6) 6
Amounts written off - - -
Balance, end of the year 43 43 49
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9

5. Financial Instruments and Financial Risk Management (Continued from previous page)

Liquidity risk

Liquidity risk is the risk that the Nursery will not be able to meet its financial obligations as they come
due.

The Nursery manages liquidity risk by maintaining adequate cash balances and by review from the
Province of Manitoba to ensure adequate funding will be received to meet the obligations.

Market risk

Market risk is the risk that changes in market prices, such as interest rates and foreign exchange rates,
will affect the Nursery’s income or the fair values of its financial instruments.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. The interest rate exposure relates to portfolio investments
and borrowings.

The interest rate risk on portfolio investments is considered low as the original deposits are reinvested
at rates for investments with similar terms and conditions.

The Nursery manages its interest rate risk on borrowings through the exclusive use of fixed rate terms
for its borrowings.

Foreign currency risk

Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in foreign exchange rates. The Nursery is not exposed to significant
foreign currency risk as it does not have any financial instruments denominated in foreign currency.

6. Accounts receivable
March 31

2012
March 31

2011
April 1

2010
Trade receivable:

Province of Manitoba 298 382 1,035
Other 298 181 398

596 563 1,433
Allowance for doubtful accounts (43) (43) (49)

553 520 1,384
Unbilled revenue 435 335 327
Goods and Services Tax receivable 10 14 -

998 869 1,711

7. Working capital advances

The Financing Authority has provided the Nursery with an authorized line of working capital of $3,000 of
which $2,663 was advanced at March 31, 2012 (March 31, 2011 - $2,146, April 1, 2010 - $2,200). The
indebtedness bears interest at prime less 1% (March 31, 2011 – prime less 1%, April 1, 2010 – prime
less 1%).
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8. Employee future benefits
March 31

2012
March 31

2011
April 1

2010
Severance benefits 312 282 262
Sick pay benefits 26 26 26

338 308 288

Pension benefits

Employees of the Nursery are eligible for pension benefits in accordance with the provisions of The Civil
Service Superannuation Act (CSSA), administered by the Civil Service Superannuation Board (CSSB).
The CSSA established a defined benefit plan to provide benefits to employees of the Manitoba Civil
Service Superannuation Fund (CSSF).

Effective March 31, 2001, pursuant to an agreement with the Province of Manitoba, the Nursery
transferred to the Province the pension liability for its employees. Commencing April 1, 2001, the
Nursery was required to pay to the Province an amount equal to its employees' current pension
contributions. The amount paid for 2012 was $67 (2011 - $67).

Under this agreement, the Nursery has no further pension liability.

Severance benefits

Effective April 1, 1998, the Nursery began recording accumulated severance pay benefits for its
employees. The amount of severance pay obligations is based on actuarial calculations. The periodic
actuarial valuations of these liabilities may determine that adjustments are needed to the actuarial
calculations when actual experience is different from that expected and/or because changes in actuarial
assumptions used. The resulting actual gains or losses are amortized over the expected average
remaining service life of the related employee group.

An actuarial report was completed for the severance pay liability as of March 31, 2011. The report
provides a formula to update the liability on an annual basis. The Nursery's actuarially determined net
liability for accounting purposes as at March 31, 2012 was $312 (March 31, 2011 - $282, April 1, 2010 -
$262), with an actuarial loss being amortized over the 15 year expected average remaining service life
of the employee group.

Significant long-term actuarial assumptions used in the March 31, 2011 valuation, and in the
determination of the March 31, 2012 present value of the accrued severance benefit obligation were:

Annual rate of return
inflation component 2.00%
real rate if return 4.00%

6.00%

Assumed salary increase rates
annual productivity increase 0.75%
annual general salary increase 3.00%

3.75%

Sick pay benefits

The Financing Authority provides sick leave benefits for employees that accumulate but do not vest.
The accrued benefit obligation related to sick leave entitlement earned by employees is determined
using a valuation model developed by an actuary. The valuation is based on employee demographics,
sick leave usage and actuarial assumptions. These assumptions include a 6.00% annual return and a
3.75% annual salary increase.
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9. Borrowings from the Province of Manitoba

March 31
2012

March 31
2011

April 1
2010

Capital purchase loan payable in monthly installments of
$6,317, plus interest at 5.125%, due July 2023.

859 935 1,011

Capital purchase loan payable in monthly installments of
$2,727, plus interest at 4.875%, due July 2023.

371 404 436

Capital purchase loan payable in monthly installments of
$1,786, plus interest at 4.875%, due July 2023.

243 265 286

Capital purchase loan payable in monthly installments of
$1,250, plus interest at 3.875%, due January 2021.

134 149 -

1,607 1,752 1,733

Principal repayments in each of the next five years are estimated as follows:

2013 145
2014 145
2015 145
2016 145
2017 145

10. Tangible Capital Assets

2012 2011

Opening Closing
Balance Additions Disposals Balance Total

Cost
Buildings 6,057 101 - 6,158 6,057
Equipment 2,021 23 - 2,044 2,021

Total cost 8,078 124 - 8,202 8,078

Accumulated Amortization
Buildings 3,457 370 - 3,827 3,457
Equipment 1,714 83 - 1,797 1,714

Total accumulated
amortization 5,171 453 - 5,624 5,171

Net
Buildings 2,600 (269) - 2,331 2,600
Equipment 307 (60) - 247 307

Total 2,907 (329) - 2,578 2,907

As at April 1, 2010, buildings had a cost of $5,920, accumulated amortization of $3,051 for a net book
value of $2,869. Equipment had a cost of $1,952, accumulated amortization of $1,639 for a net book
value of $313.
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11. Designated Assets

The Nursery has allocated $187 (March 31 2011 - $187, April 1, 2010 - $187) of its portfolio
investments as designated assets for cash received from the Province of Manitoba for the vacation
entitlements earned by employees of the Nursery prior to its designation as an SOA and the severance
pay benefits accumulated to March 31, 1998 for certain of their employees. This amount is held in an
interest bearing account until the cash is required to discharge the related liabilities. Any unused
balance is re-invested annually.

12. Economic dependence

The Nursery is economically dependent on the Province of Manitoba, because it derives a significant
portion of its revenue from the Province and all of its financing requirements through the Financing
Authority.

The Nursery is also economically dependent on two of its main private sector clients as a significant
portion of its private sector revenue is derived from these two clients.
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2012 2012 2011

Budget Actual Actual

(In thousands) (In thousands) (In thousands)

Operating expenses
Departmental services and professional fees 30 28 30
Freight 34 48 41
Bad debts (recovery) - - (6)
Marketing 5 5 5
Natural gas and hydro 220 244 259
Office 65 69 63
Property taxes and insurance 70 81 71
Repairs and maintenance 130 150 138
Supplies 260 305 321
Travel 10 9 21

824 939 943

Pineland Forest Nursery
An Agency of the Special Operating Agencies Financing Authority

Schedule 1 - Schedule of Operating Expenses
For the Year Ended March 31, 2012
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 0155 Carlton St, Suite 500 
 Winnipeg, MB   R3C 5R9 
 CANADA 
 

 
 
 
 
 
 
 
 
 
 

MANAGEMENT REPORT 
 
The accompanying financial statements are the responsibility of management and have been 
prepared in accordance with Canadian public sector accounting standards.  In management's 
opinion, the financial statements have been properly prepared within reasonable limits of 
materiality, incorporating management's best judgment regarding all necessary estimates and 
all other data available up to July 23, 2012.  The financial information presented elsewhere in 
the Annual Report is consistent with that in the financial statements. 
 
Management maintains internal controls to provide reasonable assurance that the financial 
information is reliable and accurate and that the assets of The Public Trustee are properly 
safeguarded. 
 
The responsibility of the Auditor General is to express an independent, professional opinion on 
whether the financial statements are fairly stated in accordance with the accounting policies 
stated in the financial statements.  The Auditors' Report outlines the scope of the audit 
examination and provides the audit opinion. 
 
The Public Trustee has reviewed and approved these financial statements and the Annual 
Report in advance of its release and has approved its content and authorized its release. 
 
 
 
 
 
 
Joanna K. Knowlton 
Public Trustee 
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 THE PUBLIC TRUSTEE OF MANITOBA 
(An Agency of the Special Operating Agencies Financing Authority – Province of Manitoba) 

Statement of Financial Position 
As at  

(In Thousands) 

 
 March 31, March 31, April 1, 
    2012        2011       2010  
   (Restated -  (Restated - 
     Note 4)    Note 4) 
Financial assets 
 Cash and cash equivalents (Note 6) $ 3,456  $ 2,116 $ 1,639 
 Portfolio investments (Note 11)  515  1,015  715 
 Accounts receivable (Note 7)  915   931  836 
 
   4,886   4,062  3,190 
 
Liabilities 
 Accounts payable and accrued liabilities (Note 8)  576  569  540 
 Employee future benefits (Note 9)  582   582  549 
 
   1,158  1,151  1,089 
 
 
Net financial assets  3,728  2,911  2,101 
 
Non-financial assets 
 Prepaid expenses  4  6  3 
 Tangible capital assets (Note 10)  47  57  81 
   51  63  84 
 
Accumulated surplus $ 3,779  $ 2,974 $ 2,185 
 
 
 
 
The accompanying notes are an integral part of these financial statements. 
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THE PUBLIC TRUSTEE OF MANITOBA 
(An Agency of The Special Operating Agencies Financing Authority – Province of Manitoba) 

Statement of Operations and Accumulated Surplus 
For the Year Ended March 31 

(In Thousands) 

 
    2012   2012   2011 
   Budget   Actual     Actual  
   (Note19)  (Restated -  
   Note 4) 
 
Revenue 
 Fees and other revenue (Note 13) $ 6,109 $ 6,641 $ 6,489 
 Investment income  7  41  21 
  
 Total revenue  6,116  6,682  6,510 
 
Expenses  
 Amortization of tangible capital assets  31  17  27 
 Accommodation costs (Note 12)  401  410  401 
 Other administration expenses (Note 14)  1,088  1,020  915 
 Salaries and benefits  4,360  4,207  4,158 
 Pension benefits (Note 15)  196  223  220 
 
 Total expenses  6,076  5,877  5,721 
 
Annual surplus  40  805  789 
 
Accumulated surplus, beginning of year  2,974  2,974  2,185 
 
Accumulated surplus, end of year $ 3,014 $ 3,779 $ 2,974 
 
 
 
 
The accompanying notes are an integral part of these financial statements. 
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THE PUBLIC TRUSTEE OF MANITOBA 
(An Agency of The Special Operating Agencies Financing Authority – Province of Manitoba) 

Statement of Cash Flows 
For the Year Ended March 31 

 (In Thousands) 

 
 
   2012  2011 
  Actual Actual 
      (Restated - 
      Note 4) 
Cash provided by (applied to)     
 Operating  
  Annual surplus $ 805 $ 789 
  Amortization of tangible capital assets  17   27  
     822  816 

 Change in: 
  Accounts receivable  16  (95) 
  Accounts payable and accrued liabilities  7  29 
  Employee future benefits  -  33 
  Prepaid expenses  2   (3) 
 
 Cash provided by operating activities  847   780  
 
Capital 
 Acquisition of tangible capital assets  (7)  (3) 
 Cash applied to capital activities  (7)  (3) 
 
Investing 
 Purchases of portfolio investments  -  (500) 
 Proceeds from redemption of portfolio investments  500   200  
 Cash provided by (applied to) investing activities  500   (300) 
 
 
Increase in cash and cash equivalents  1,340  477 
 
 
Cash and cash equivalents 
   Beginning of year  2,116   1,639  
 
   End of year $ 3,456  $ 2,116  
 
 
Supplemental cash flow information 
   Interest received (paid), net $ 35 $ 11 
 
 
The accompanying notes are an integral part of these financial statements. 
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THE PUBLIC TRUSTEE OF MANITOBA 
(An Agency of The Special Operating Agencies Financing Authority – Province of Manitoba) 

Statement of Change in Net Financial Assets 
For the Year Ended March 31 

(In Thousands) 

 
    2012   2012   2011 
   Budget   Actual     Actual  
   (Note19)  (Restated -  
   Note 4) 
 
Annual surplus $ 40  $ 805  $ 789  
 
Tangible capital assets 
 Acquisition of tangible capital assets  (15)  (7)  (3) 
 Amortization of tangible capital assets  31   17   27  
Net change in tangible capital assets  16   10   24  
 
Other non-financial assets 
 Decrease (increase) in prepaid expenses  -   2   (3) 
Net change in other non-financial assets  -   2   (3) 
 
Increase in net financial assets  56  817  810 
 
Net financial assets, beginning of year  2,911   2,911   2,101  
 
Net financial assets, end of year $ 2,967  $ 3,728  $ 2,911  
 
 
 
 
 
The accompanying notes are an integral part of these financial statements. 
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The Public Trustee of Manitoba 
(An Agency of The Special Operating Agencies Financing Authority – Province of Manitoba) 

 
Notes to Financial Statements 

Year Ended March 31, 2012 
(In Thousands) 

 
1. Nature of organization 
 
 The Public Trustee (the “Agency”) protects the interests of Manitobans by providing trust, legal, 

financial and personal services on a last resort basis to people who are mentally incompetent, 
under the age of majority, or whose estates would otherwise be unadministered upon their 
death. 

 
 Effective April 1, 1996, The Public Trustee was designated as a Special Operating Agency 

pursuant to The Special Operating Agencies Financing Authority Act, Cap. s185, C.C.S.M. and 
operates under a charter approved by the Lieutenant Governor in Council. 

 
 The Public Trustee is financed through the Special Operating Agencies Financing Authority 

(“SOAFA”).  SOAFA has the mandate to hold and acquire assets required for and resulting from 
Public Trustee operations.  It finances The Public Trustee through repayable loans and working 
capital advances.  The financial framework provides increased management authority which, 
coupled with more rigorous planning and reporting requirements afforded by Special Operating 
Agency status, assists The Public Trustee to sustain the provision of high quality service to her 
clients. 

 
 A Management Agreement between SOAFA and the Minister of Justice assigns responsibility 

to The Public Trustee to manage and account for Public Trustee related assets and operations 
on behalf of SOAFA. 

 
 The Public Trustee continues to be part of Manitoba Justice.  The Public Trustee is a 

corporation sole with perpetual succession.  As a corporate entity, The Public Trustee functions 
separately from government and is capable of suing or being sued on behalf of the clients, 
trusts and estates which are administered by her. 

 
 The Public Trustee remains bound by relevant legislation and regulations.  The Public Trustee 

is also bound by administrative policy except where specific exemptions have been provided for 
in her charter in order to meet business objectives. 

 
2. Basis of accounting 

As of April 1, 2011 the Agency adopted Canadian Public Sector Accounting (PSA) Standards 
with a transition date of April 1, 2010. 

The adoption of PSA Standards includes the early adoption of Sections PS 3450 Financial 
Instruments, PS 1201 Financial Statement Presentation and PS 3041 Portfolio Investments. 

  

 
Page 2216



The Public Trustee of Manitoba 
(An Agency of The Special Operating Agencies Financing Authority – Province of Manitoba) 

 
Notes to Financial Statements 

Year Ended March 31, 2012 
(In Thousands) 

 
3. Significant accounting policies 

 a) Revenue recognition 
 
  i. Administration fees are charged as earned to client accounts quarterly based on the 

anniversary date of the account in accordance with provisions of The Public Trustee 
Act.  Fees revenue recognized in a year consists of all fees charged. 

 
  ii. Other fees are recognized and charged to an account as services are provided. 
 
  iii. Statutory fees are recognized as revenue when received.   
 
 b) Tangible capital assets 
 

  Tangible capital assets are recorded at cost and are amortized annually at the following 
rates and methods: 

 
  Furnishings and equipment 20%, declining balance basis 
 
  Computer hardware & software 20%, straight-line basis, 10% in year of 

acquisition, software purchase less than $1 are 
expensed in year of acquisition 

 
  Leasehold improvements 20%, straight-line basis 
 

Tangible capital assets are written down when conditions indicate that they no longer 
contribute to the Agency’s ability to provide goods and services, or when the value of 
future economic benefits associated with the tangible capital assets are less than their 
net book value. The net write-downs are accounted for as expenses in the statement of 
operations and accumulated surplus.  

 
 c) Measurement Uncertainty 
 

In preparing the Agency’s financial statements, management is required 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 
reported amounts of revenue and expenses during the period.  Actual results could 
differ from these estimates. 

 
 d) Capital disclosures 
 
    The Agency’s capital consists of the accumulated surplus from operations. 
 

The Agency’s capital management policy is to maintain sufficient capital to meet its 
objectives through its accumulated surplus.  The Agency has developed risk 
management strategies, as described in Note 5, to preserve the accumulated surplus.  
There were no changes in the Agency’s approach to capital management during the 
period. 
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The Public Trustee of Manitoba 
(An Agency of The Special Operating Agencies Financing Authority – Province of Manitoba) 

 
Notes to Financial Statements 

Year Ended March 31, 2012 
(In Thousands) 

 
    The Agency is not subject to externally imposed capital requirements. 
 
 e) Cash and cash equivalents 
   

Cash and cash equivalents include cash on hand, demand deposits and short-term 
highly liquid investments that are readily convertible to a known amount of cash and 
that are subject to an insignificant risk of change in value. These short-term 
investments generally have a maturity of three months or less at acquisition and are 
held for the purpose of meeting short-term cash commitments rather than for investing.  

 
 f) Prepaid expenses 
   

Prepaid expenses include insurance and deposits and are charged to expense over the 
periods expected to benefit from it.  
 

 g) Expenses 
   

Expenses are reported on an accrual basis. The cost of all goods consumed and 
services received during the year is expensed.  
 
Transfers include entitlements, grant and transfers under shared cost agreements. 
Grants and transfers are recorded as expenses when the transfer is authorized and 
eligibility criteria have been met by the recipient. 

   
 
4. First-time adoption of Public Sector Accounting Standards 
 

In previous fiscal years, the Agency classified itself as a Government Business-Type 
Organization (GBTO) and followed the recommendations of the Canadian Institute of Chartered 
Accountants Handbook – Part V.  In October 2009, the Public Sector Accounting Board (PSAB) 
determined that this category would cease to exist for fiscal years beginning on or after January 
1, 2011 and that GBTO’s are required to reclassify themselves in accordance with Public Sector 
Accounting (PSA) Standards.  In accordance with the recommendations of the Public Sector 
Accounting Handbook, the Agency has determined that it is an “other government organization” 
and has determined that the PSA Standards are the most appropriate framework for reporting 
purposes. 
 
The Agency has not utilized any transitional exemptions on the adoption of PSA standards. 

 
Under the previous accounting standards, the Agency was not required to accrue a liability for 
sick pay benefits that accumulated but did not vest. However, PSA Standards require accrual of 
non-vesting sick pay benefits as they are earned by employees. The impact of this change is as 
follows: 
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The Public Trustee of Manitoba 
(An Agency of The Special Operating Agencies Financing Authority – Province of Manitoba) 

 
Notes to Financial Statements 

Year Ended March 31, 2012 
(In Thousands) 

 
a) Employee future benefits  March 31, 2011 April 1, 2010 

Severance liability as per previous financial  $ 497  $ 464 
statements 
Add:  sick pay benefits -   85     85   
Employee future benefits as per PSA  $ 582    $ 549   
 Standards 
 

b) Accumulated surplus  March 31, 2011 April 1, 2010 
Equity as per previous financial statements  $ 3,059  $ 2,270 
 
Less:  sick pay benefits -   (85)   (85) 
Accumulated surplus as per PSA Standards  $ 2,974    $ 2,185   
 

 
There was no impact on net income for the years ended March 31, 2012 and 2011. In addition, 
the above-noted adjustments have not resulted in significant changes to the Agency’s 
operating, capital and investing cash flows as presented in the statement of cash flow in 
financial statements previously reported.  

 
 
5. Financial Instruments and Financial Risk Management 
 
 Measurement 
 

Financial instruments are classified into one of two measurement categories:  (a) fair value; or 
(b) cost or amortized cost. 

 
The Agency records its financial assets at amortized cost.  Financial assets include cash and 
cash equivalents, portfolio investments and accounts receivable.  The Agency also records its 
financial liabilities at cost.   Financial liabilities include accounts payable and accrued liabilities. 

 
Gains and losses on financial instruments measured at fair value are recorded in 
accumulated surplus as re-measurement gains and losses until realized.  Upon disposition of 
the financial instruments, the cumulative re-measurement gains and losses are reclassified to 
the statement of operations and accumulated surplus.  Gains and losses on financial 
instruments measured at cost or amortized cost are recognized in the statement of operations 
and accumulated surplus in the period the gain or loss occurs.    
 
The Agency did not incur any re-measurement gains and losses during the year ended  
March 31, 2012 (2011 - $nil). 
 
The Agency has exposure to the following risks from its use of financial instruments: credit 
risk, liquidity risk and market risk (interest risk and foreign currency risk). 
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The Public Trustee of Manitoba 
(An Agency of The Special Operating Agencies Financing Authority – Province of Manitoba) 

 
Notes to Financial Statements 

Year Ended March 31, 2012 
(In Thousands) 

 
Credit risk  

 
Credit risk is the risk that one party to a financial instrument fails to discharge an obligation 
and causes financial loss to another party.  Financial instruments which potentially subject  
the Agency to credit risk consist principally of cash and cash equivalents, portfolio 
investments and accounts receivable. 
 
The maximum exposure of the Agency to credit risk is as follows: 

 
  2012   2011  

 
Cash and cash equivalents $ 3,456 $ 2,116 
Portfolio investments  515  1,015 
Accounts receivable  915   931 
 $ 4,886 $ 4,062 
 
Cash and cash equivalents and portfolio investments:  The Agency is not exposed to 
significant credit risk as the cash and cash equivalents and portfolio investments are 
primarily held by the Minister of Finance. 
 
Accounts receivable: The Agency is not exposed to significant credit risk as the receivable is 
composed of fees due from clients and payment in full is typically collected when it is due.  
The Agency establishes an allowance for doubtful accounts that represents its estimate of 
potential credit losses.  The allowance for doubtful accounts is calculated at 5% of accrued 
fees.  
 
The aging of accounts receivable and allowance for doubtful accounts as at March 31, 2012 
was: 
 
  Net  Allowance 
Current $ 915 $ 39 
30-60 days past billing date  -  - 
61-90 days past the billing date  -  -  
Greater than 90 days past the billing date   -   - 
 $ 915  $ 39  

 
Liquidity risk  
 
Liquidity risk is the risk that the Agency will not be able to meet its financial obligations as they 
come due.   
 
The Agency manages liquidity risk by maintaining adequate cash balances.  The Agency 
prepares and monitors detailed forecasts of cash flows from operations and anticipated 
investing and financing activities.  The Agency continuously monitors and reviews both actual 
and forecasted cash flows through periodic financial reporting. 
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The Public Trustee of Manitoba 
(An Agency of The Special Operating Agencies Financing Authority – Province of Manitoba) 

 
Notes to Financial Statements 

Year Ended March 31, 2012 
(In Thousands) 

 
Market risk  
 
Market risk is the risk that changes in market prices, such as foreign exchange rates, interest 
rates and equity prices will affect the Agency’s income or the fair values of its financial 
instruments.  The significant market risks the Agency is exposed to is interest rate risk. 
 
 
Interest rate risk  
 
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates.  The interest rate exposure relates to 
cash and cash equivalents and portfolio investments.   
 
The interest rate risk on cash and cash equivalents and portfolio investments is considered to 
be low because of their short-term nature and amounts are re-invested annually.  
 
Foreign currency risk 
 
Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument 
will fluctuate because of changes in foreign exchange rates.  The Agency is not exposed to 
significant foreign currency risk as it does not have any financial instruments denominated in a 
foreign currency.   
 

6. Cash and cash equivalents 
 

  2012   2011  
Cash $ 1,731 $ 926 
Demand deposits  1,725  990 
Guaranteed investment certificates  -   200  
 $ 3,456  $ 2,116  

 
 
 
7. Accounts receivable 
 
 

  2012   2011  
 
Fees receivable $ 920 $ 945 
Allowance for doubtful accounts  (39)  (40) 
 
  881  905 
 
Interest receivable  20  14 
Advances to client accounts  8  6 
Cost recoveries  6   6 
 
 $ 915  $ 931  
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The Public Trustee of Manitoba 
(An Agency of The Special Operating Agencies Financing Authority – Province of Manitoba) 

 
Notes to Financial Statements 

Year Ended March 31, 2012 
(In Thousands) 

 
8. Accounts payable and accrued liabilities 

 
  2012   2011  
 
Operating expenses payable $ 109 $ 135 
Salaries and benefits payable  88  66 
Vacation entitlements earned  349  340 
GST payable to Canada Revenue Agency  30   28 
 
 $ 576  $ 569  

9. Employee future benefits 
 

  2012   2011  
 
Severance benefits $ 497 $ 497 
Sick pay benefits  85   85  
 
 $ 582  $ 582  

 
 Severance benefits 

 
 Effective April 1, 1998, the Agency began recording accumulated severance pay benefits for its 

employees.  The amount of severance pay obligations is based on actuarial calculations.  The 
periodic actuarial valuations of these liabilities may determine that adjustments are needed to 
the actuarial calculations when actual experience is different from that expected and/or because 
of changes in actuarial assumptions used.  The resulting actuarial gains or losses are amortized 
over the expected average remaining service life of the related employee group.  

 
 An actuarial report was completed for the severance pay liability as of March 31, 2011. The 

report provides a formula to update the liability on an annual basis.  The Agency’s actuarially 
determined net liability for accounting purposes as at March 31, 2012 was $590 (2011 - $560). 
An actuarial loss of $93 (2011 - $63) will be amortized over the 15 year expected average 
remaining service life (EARSL) of the employee group.  

  
 The severance benefit liability at March 31 includes the following components: 
 

  2012   2011  
 
Accrued benefit liability $ 590 $ 560 
Unamortized actuarial gains (losses)  (93)  (63) 
Severance benefit liability $ 497  $ 497  
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The Public Trustee of Manitoba 
(An Agency of The Special Operating Agencies Financing Authority – Province of Manitoba) 

 
Notes to Financial Statements 

Year Ended March 31, 2012 
(In Thousands) 

 
The total expenses related to severance benefits at March 31 include the following components: 
 

  2012   2011  
Interest on obligation $ 38 $ 38 
Employer service cost  17  16 
Amortization of actuarial loss over EARSL  (2)   (8) 
Total expense related to severance benefit $ 53  $ 46  

 
 
 Significant long-term actuarial assumptions used in the March 31, 2011 valuation, and in the 

determination of the March 31, 2012 present value of the accrued severance benefit obligation 
were: 

 
 Annual rate of return 
  Inflation component    2.00% 
  Real rate of return    4.00% 
        6.00% 
 
 Assumed salary increase rates 
  Annual productivity increase   1.00% 
  Annual general salary increase  2.75% 
        3.75% 
 
Sick pay benefits 
 

 The Agency provides its employees with sick leave benefits that accumulate but do not vest. 
The accrued benefit obligation related to sick leave entitlement earned by employees is 
determined using a valuation model developed by an actuary.  The valuation is based on 
employee demographics, sick leave usage and actuarial assumptions.  These assumptions 
include a 6.00% discount rate and a 3.75% annual salary increase. 

 
10. Tangible capital assets 
      2012      
   Opening      Closing 
   Balance  Additions Disposals  Balance  

 
 Cost 
 Furnishings & equipment $ 312 $ 7 $ - $ 319  
 Computer hardware & software  118  -  -  118  
 Leasehold improvements  37  -  -  37  
 Total cost $ 467 $ 7 $ - $ 474  
  
   Accumulated Amortization 
 Furnishings & equipment $ 265 $ 11 $ - $ 276  
 Computer hardware & software  113  4  -  117  
 Leasehold improvements  32  2  -  34  
 Total accumulated amortization $ 410 $ 17 $ - $ 427  
 
   Net book value $ 57 $ (10) $ - $ 47   
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The Public Trustee of Manitoba 
(An Agency of The Special Operating Agencies Financing Authority – Province of Manitoba) 

 
Notes to Financial Statements 

Year Ended March 31, 2012 
(In Thousands) 

 
      2011      
   Opening      Closing 
   Balance  Additions Disposals  Balance  

 
 Cost 
 Furnishings & equipment $ 312 $ - $ - $ 312  
 Computer hardware & software  118  -  -  118  
 Leasehold improvements  34  3  -  37  
 Total cost $ 464 $ 3 $ - $ 467  
 
 Accumulated Amortization 
 Furnishings & equipment $ 253 $ 12 $ - $ 265  
 Computer hardware & software  105  8  -  113  
 Leasehold improvements  25  7  -  32  
 Total accumulated amortization $ 383 $ 27 $ - $ 410  
 
   Net book value $ 81 $ (24) $ - $ 57   
 
 
11. Designated assets 
 

Portfolio investments consist of designated assets and non-redeemable investments and 
guaranteed investment certificates. The Agency has allocated $515 (2011 - $515) of its portfolio 
investments as designated assets for cash received from the Province of Manitoba for the 
severance pay benefits accumulated to March 31, 1998 for certain of their employees.  This 
amount is held in an interest bearing account until the cash is required to discharge the related 
liabilities.  Any unused balance is re-invested annually. 

 
12. Commitments 
 

The Public Trustee has an arrangement with the Province of Manitoba, through the Department 
of Infrastructure and Transportation, for rental of its facilities at 155 Carlton Street in Winnipeg 
and its facility in the Provincial Building in Brandon.  Accommodation costs are estimated to be 
$410 for the year ended March 31, 2013. 

 
13. Fees and other revenue 

  2012   2011  
 

Administration $ 5,640 $ 5,582 
Legal  455  399 
Income tax  321  298 
Inspection  225   210  
 
 $ 6,641  $ 6,489  
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The Public Trustee of Manitoba 
(An Agency of The Special Operating Agencies Financing Authority – Province of Manitoba) 

 
Notes to Financial Statements 

Year Ended March 31, 2012 
(In Thousands) 

 
14. Other Administration expenses 

  2012   2011  
 
Computer expenses $ 591 $ 574 
Courier charges  7  5 
Insurance, loss, damage  43  19 
Office supplies  66  57 
Other  8  4 
Personnel expenses  28  23 
Photocopy  6  8 
Postage  64  57 
Professional fees  36  13 
Publications  7  6 
Public communications  7  2 
Records Centre charges  16  26 
Rentals, equipment  7  4 
Repairs and maintenance  4  3 
SAP costs  7  6 
Support services - Department of Justice  21  21 
Telephone  53  49 
Travel  49   38  
 
 $ 1,020  $ 915  

 
 
15. Pension benefits 
 

Employees of The Public Trustee are eligible for pension benefits in accordance with the 
provisions of the Civil Service Superannuation Act (“CSSA”), administered by the Civil Service 
Superannuation Board.  The CSSA established a defined benefit plan to provide benefits to 
employees of the Manitoba Civil Service and to participating agencies of the Government, 
including The Public Trustee, through the Civil Service Superannuation Fund. 
 
Effective March 31, 2001, pursuant to an agreement with the Province of Manitoba, The Public 
Trustee transferred to the Province the pension liability for her employees.  Commencing April 
1, 2001, The Public Trustee was required to pay annually to the Province an amount equal to 
her employees’ current pension contributions.  The amount paid at March 31, 2012 was $223 
(2011 - $220).  Under this agreement, The Public Trustee has no further pension liability. 

 
16. Related party transactions 
 

The Agency is related in terms of common ownership to all Province of Manitoba created 
departments, agencies and Crown corporations.  The Agency enters into transactions with 
these entities in the normal course of business.  
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The Public Trustee of Manitoba 
(An Agency of The Special Operating Agencies Financing Authority – Province of Manitoba) 

 
Notes to Financial Statements 

Year Ended March 31, 2012 
(In Thousands) 

 
17. Escheats to the Crown 
 

Escheats to the Crown, received by The Public Trustee during the year and remitted to the 
Minister of Finance, amounted to $326 (2011 - $584).  These amounts are not reflected in these 
financial statements. 

 
18. Estates and trusts under administration 
 

The client assets under administration at March 31, 2012 total approximately $226,000 (2011 - 
$222,000).  The trust activities of The Public Trustee are reported in the financial statements of 
Estates and Trusts under Administration. 

 
19. Budgeted figures 
 

Budgeted figures have been provided for comparison purposes and have been derived from the 
estimates approved by The Public Trustee.  

 
20. Reclassification of comparative financial statements 
 

Certain amounts in the financial statements for the year ended March 31, 2011, presented for 
comparative purposes, have been reclassified to conform to the presentation adopted in the 
financial statements for the year ended March 31, 2012.  
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VEHICLE AND EQUIPMENT MANAGEMENT AGENCY 
(An Agency of the Special Operating Agencies Financing Authority Province of Manitoba) 

 
 
 
 
 
 
 

Management’s Responsibility for Financial Reporting 
 
The Vehicle and Equipment Management Agency’s (the Agency) management is responsible for preparing the 

financial statements and other financial information in the Annual Report.  This responsibility includes maintaining the 
integrity and objectivity of financial data and the presentation of the Agency’s financial position, results of operations, 

change in net debt, and cash flow, in compliance with legislation, and in accordance with generally accepted 
accounting principles established by the Public Sector Accounting Board of The Canadian Institute of Chartered 
Accountants.  In management’s opinion, the financial statements have been properly prepared, within reasonable 

limits of materiality, incorporating management’s best judgment regarding all necessary estimates and all other data 

available through June **, 2012. 
 
Management maintains internal controls to properly safeguard the Agency’s assets.  These controls also provide 
reasonable assurance that the books and records from which the financial statements are derived accurately reflect 
all transactions in all material respects, and that established policies and procedures are followed. 
 
The Agency’s financial statements have been audited by The Exchange chartered accountants LLP, independent 
external auditors.  The auditors’ responsibility is to express an independent opinion on whether the financial 

statements of the Agency are presented fairly, in all material respects, in compliance with legislation, and in 
accordance with generally accepted accounting principles established by the Public Sector Accounting Board of The 
Canadian Institute of Chartered Accountants.  The Auditors’ Report outlines the scope of their audit examination and 

provides their audit opinion. 
 
On behalf of the Agency’s management, 
 
 
   
   
Al Franchuk  Albert Ogonoski 
Chief Operating Officer  Manager, Finance and Administration 
   
 
 
 
 
Winnipeg, Manitoba 
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Independent Auditors’ Report 
 
 
To the Special Operating Agencies Financing Authority of Vehicle and Equipment Management Agency 
 
We have audited the accompanying financial statements of Vehicle and Equipment Management Agency (An Agency 
of the Special Operating Agencies Financing Authority Province of Manitoba), which comprise the statement of 
financial position as at March 31, 2012, and the statements of operations, change in net debt, 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 compliance with 
legislation, and in accordance with generally accepted accounting principles established by the Public Sector 
Accounting Board of The Canadian Institute of Chartered Accountants, 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. 
 
Independent Auditors’ 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 control relevant to the entity’s preparation and fair presentation of the financial 

statements in order to design audit procedures that are appropriate in the circumstances, but not for the purposes 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. 
 
Opinion 
 
In our opinion, the financial statements present fairly, in all material respects, the financial position of Vehicle and 
Equipment Management Agency (An Agency of the Special Operating Agencies Financing Authority Province of 
Manitoba), as at March 31, 2012, and the results of its operations, its change in net debt, and its cash flow for the 
year than ended in compliance with legislation, and in accordance with generally accepted accounting principles 
established by the Public Sector Accounting Board of The Canadian Institute of Chartered Accountants. 
 
 

The Exchange 

chartered accountants LLP 
Winnipeg, Manitoba 
June 14, 2012 
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VEHICLE AND EQUIPMENT MANAGEMENT AGENCY 
(An Agency of the Special Operating Agencies Financing Authority Province of Manitoba) 

 
Statement of Financial Position 

(In Thousands) 

March 31, 2012 
 

 
March 31 

2012 

March 31 
2011 

(Note 15) 

April 1 
2010 

(Note 15) 

    
FINANCIAL ASSETS    
 Cash and cash equivalents $           191 $           342 $          191 
 Receivables (Note 6) 7,250 10,400 7,007 
 Portfolio investments (Note 8, 11) 1,439 1,439 270 
 Receivable from the Province of Manitoba                -                - 1,903 
 Inventory for resale 3,554 3,347 2,968 
 12,434 15,528 12,339 
LIABILITIES    
 Working capital advances (Note 7) 5,851 5,943 6,290 
 Accounts payable and accrued liabilities 4,939 6,107 4,815 
 Unearned revenue 2,230 2,132 1,898 
 Severance pay liability (Note 8) 1,717 1,659 1,709 
 Borrowings from the Province of Manitoba (Note 9) 88,191 86,566 79,158 
 

102,928 102,407 93,870 

NET DEBT (90,494) (86,879) (81,531) 
    
NON-FINANCIAL ASSETS    
 Prepaid expenses 2,865 2,744 2,517 
 Tangible capital assets (Note 10)    
  Vehicles and equipment 114,612 109,899 103,418 
  Office and shop equipment 319 334 373 
  Computer hardware and software 17 16 56 
  Leasehold improvements 135 103 108 
   115,083 110,352 103,955 

  117,948 113,096 106,472 

ACCUMULATED SURPLUS $      27,454 $      26,217 $     24,941 
    
    
 Designated assets (Note 11)    
 Commitments (Note 12)    
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VEHICLE AND EQUIPMENT MANAGEMENT AGENCY 
(An Agency of the Special Operating Agencies Financing Authority Province of Manitoba) 

 

Statement of Operations 

(In Thousands) 

Year Ended March 31, 2012 
 

 2012 2011 
 Actual 

(Note 15) 
Projected 

(Unaudited) 
Actual 

 
REVENUES    
     
 Vehicle and equipment utilization $     48,806 $     49,877 $     48,796 
     
 Fuel billings 17,743 22,838 18,643 
     
 Insurance and other billings 5,041 5,173 4,674 
     
 Other revenue (Page 17) 9,348 9,901 9,580 
 

80,938 87,789 81,693 
EXPENSES    
     
 Salaries and wages 10,002 9,146 9,208 
     
 Vehicle and equipment operating expenses (Page 17) 57,469 64,629 58,487 
     
 Administrative expenses (Page 17) 6,480 6,348 6,298 
     
 Community service 55 38 61 
     
 Interest expense 3,896 3,891 3,863 
 77,902 84,052 77,917 

INCOME FROM OPERATIONS 3,036 3,737 3,776 
     
 Transfers during the year to the Province of Manitoba 2,500 2,500 2,500 

NET INCOME 536 1,237 1,276 
    
ACCUMULATED SURPLUS, BEGINNING OF YEAR 24,854 26,217 24,941              

ACCUMULATED SURPLUS, END OF YEAR $     25,390 $     27,454 $     26,217 
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VEHICLE AND EQUIPMENT MANAGEMENT AGENCY 
(An Agency of the Special Operating Agencies Financing Authority Province of Manitoba) 

 
Statement of Change in Net Debt 

(In Thousands) 

Year Ended March 31, 2012 
 
 

 2012 2011 
Actual 

(Note 15) 
Projected 

(Unaudited) 
Actual 

 
    
Net income $          536 $        1,237 $       1,276 
     
Tangible capital assets    
     
 Acquisition of tangible capital assets (26,527) (26,315) (26,664) 
     
 Amortization of tangible capital assets 19,557 19,672 18,711 
     
 Gain on disposal of tangible capital assets, net (963) (452) (669) 
     
 Proceeds from disposal of tangible capital assets 3,000 2,364 2,225 

Net acquisition of tangible capital assets (4,933) (4,731) (6,397) 
     
Increase in prepaid expenses during the year (77) (121) (227) 

INCREASE IN NET DEBT (4,474) (3,615) (5,348) 
    
NET DEBT, BEGINNING OF YEAR (89,882) (86,879) (81,531) 

NET DEBT, END OF YEAR $   (94,356) $   (90,494) $   (86,879) 
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VEHICLE AND EQUIPMENT MANAGEMENT AGENCY 
(An Agency of the Special Operating Agencies Financing Authority Province of Manitoba) 

 
Statement of Cash Flow 

(In Thousands) 

Year Ended March 31, 2012 
 

Cash provided by (applied to): 

2012 2011 
Actual 

(Note 15) 
Projected 

(Unaudited) 
Actual 

 
    
OPERATING ACTIVITIES    
 Net income $          536 $        1,237 $        1,276        
 Amortization of tangible capital assets 19,557 19,672 18,711 
 Gain on disposal of tangible capital assets, net (963) (452) (669) 
 Increase in severance pay liability 163 125 157 
 Payment of severance pay benefits (94) (67) (207) 
  19,199 20,515 19,268 
 Change in:    
  Receivables (335) 3,150 (3,399) 
  Inventory for resale (60) (207) (379) 
  Accounts payable and accrued liabilities 102 (1,168) 1,292 
  Unearned revenue 60 98 234 
  Prepaid expenses (77) (121) (227) 

 Cash provided by operating activities 18,889 22,267 16,789 
    
CAPITAL ACTIVITIES    
 Proceeds from disposal of tangible capital assets 3,000 2,364 2,225 
 Acquisition of vehicles and equipment (26,004) (26,182) (26,600) 
 Acquisition of office and shop equipment (454) (58) (40) 
 Acquisition of computer hardware and software (21) (13)                  - 
 Acquisition of leasehold improvements (48) (62) (24) 
 

Cash applied to capital activities (23,527) (23,951) (24,439) 
     
INVESTING ACTIVITIES    
 Portfolio investments                  -                 - (1,163) 
 Cash applied to investing activities                  -                 - (1,163) 
    
FINANCING ACTIVITIES    
 Borrowings from the Province of Manitoba 13,000 12,500 17,500 
 Debt repayments to the Province of Manitoba  (11,077) (10,875) (10,092) 
 Collection of receivable from the Province of Manitoba for    
  severance pay, vacation pay and banked time                  -                 - 1,903 

 Cash provided by financing activities 1,923 1,625 9,311 

INCREASE (DECREASE) IN CASH (2,715) (59) 498 
    
WORKING CAPITAL ADVANCES, NET OF CASH AND CASH    
 EQUIVALENTS, BEGINNING OF YEAR (5,326) (5,601) (6,099) 
    
WORKING CAPITAL ADVANCES, NET OF CASH AND CASH    
 EQUIVALENTS, END OF YEAR $     (8,041) $     (5,660) $     (5,601) 
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VEHICLE AND EQUIPMENT MANAGEMENT AGENCY 
(An Agency of the Special Operating Agencies Financing Authority Province of Manitoba) 

 
Notes to Financial Statements 

(in Thousands) 

Year Ended March 31, 2012 

 
 

 

1. NATURE OF ORGANIZATION 
 

In 1934, Fleet Vehicles was created as a branch of the Manitoba provincial government to provide a centralized fleet 
management program.  On April 1, 1992, the branch was approved as a special operating agency, the first such 
agency at the provincial level in Canada.  Since inception, Fleet Vehicles Agency primarily provided light duty 
vehicles and equipment services, with ambulances becoming a part of the fleet starting in 2001/02.  On April 1, 2003, 
the Agency assumed responsibility for Radio Services, a division that evaluates and supplies the fixed and mobile 
radio requirements of its provincial and other clients. 
 
Following the completion of the Trans-Canada Highway and the advent of engineering-based highway management 
in the 1960s, the Province established a highways department.  The Mechanical Equipment Services branch 
emerged as an integral and important part of the department, primarily providing heavy duty vehicles and equipment, 
as well as warehousing services.  The provided services support the safe and efficient delivery of the department’s 

construction, maintenance and preservation programs, and its remote airport programs, in a manner that incorporates 
the principles of sustainable development and environmental awareness. 
 
Effective April 1, 2009, Fleet Vehicles Agency and the Mechanical Equipment Services branch were amalgamated 
into a new special operating agency named Vehicle and Equipment Management Agency (VEMA).  VEMA combines 
the acquisition, management and disposal of both light duty and heavy duty vehicles and equipment under common 
management. 
 
The Agency is financed through the Special Operating Agencies Financing Authority (SOAFA).  SOAFA has the 
mandate to hold and acquire assets required for and resulting from Agency operations.  It finances the Agency 
through repayable loans and working capital advances.  This financial framework enables VEMA to operate in a 
business-like manner according to public policy expectations. 
 
A Management Agreement between SOAFA and the Minister of Infrastructure and Transportation assigns 
responsibility to VEMA to manage and account for the Agency-related assets and operations on behalf of SOAFA. 
 
VEMA continues to be part of the Department of Infrastructure and Transportation under the general direction of the 
Assistant Deputy Minister, Supply and Services Division, and ultimately the policy direction of the Associate Deputy 
Minister, the Deputy Minister, and the Minister, of Infrastructure and Transportation. 
 
The Agency remains bound by relevant legislation and regulations.  It is also bound by administrative policy except 
where specific exemptions have been provided in its charter in order to meet business objectives. 
 

2. BASIS OF ACCOUNTING 
 
As of April 1, 2011, the Agency adopted Public Sector Accounting (PSA) Standards with a transition date of April 1, 
2010.  More details on this transition are provided in Note 4 to these financial statements. 
 
The adoption of PSA Standards includes the early adoption of PS 1201 Financial Statement Presentation, PS 3041 
Portfolio Investments, PS 3450 Financial Instruments, and new PS 3410 Government Transfers.  
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VEHICLE AND EQUIPMENT MANAGEMENT AGENCY 
(An Agency of the Special Operating Agencies Financing Authority Province of Manitoba) 

 
Notes to Financial Statements 

(In Thousands) 

Year Ended March 31, 2012 
 

 

 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

Revenues 
 
Fixed rate lease revenue is recognized on a straight-line basis over the term of the lease.  Variable rate lease 
revenue is recognized monthly based on equipment usage.  Service revenue is recognized when the services have 
been performed.  All revenues are recorded on an accrual basis. 
 
Expenses 
 
All expenses incurred for goods and services are recognized at the gross amount on an accrual basis.  Government 
transfers are recognized as expenses in the period in which the transfers are authorized and all eligibility criteria have 
been met. 
 
Financial assets 
 

(i) Cash and cash equivalents 
 
Cash and cash equivalents include cash on hand and balances with banks.  Bank overdrafts and bank 
borrowings are considered to be financing activities. 

 
(ii) Receivables 
 
Receivables are recorded at the lower of cost and net realizable value.  Amounts doubtful of collection are 
recorded when there is uncertainty that the amounts will be realized. 
 
(iii) Portfolio investments 
 
Portfolio investments are short-term deposits with original maturities of more than three months.  These 
investments are recognized at amortized cost. 

 
(iv) Inventory for resale 
 
Inventories for resale are valued at the lower of cost and net realizable value.  Cost is determined on a weighted 
average basis. 

 
Liabilities 
 
Liabilities present obligations as a result of transactions and events occurring prior to the end of the fiscal year.  The 
settlement of the liabilities will result in the future transfer or use of assets or other form of settlement.  Liabilities are 
recorded in the financial statements when there is an appropriate basis of measurement and a reasonable estimate 
can be made of the amounts involved. 
  

 
Page 2234



 

9 

VEHICLE AND EQUIPMENT MANAGEMENT AGENCY 
(An Agency of the Special Operating Agencies Financing Authority Province of Manitoba) 

 
Notes to Financial Statements 

(In Thousands) 

Year Ended March 31, 2012 
 

 

 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Non-financial assets 
 
Non-financial assets do not normally provide resources to discharge liabilities of the Agency.  These assets are 
normally employed to provide future services. 
 

(i) Prepaid expenses 
 

Prepaid expenses are payments for goods or services that will provide economic benefit in future periods.  The 
prepaid amount is recognized as an expense in the year that the goods or services are consumed. 
 
(ii) Tangible capital assets 

 
Tangible capital assets are recognized at cost.  Cost includes the purchase price as well as other acquisition 
costs such as freight charges, transportation, insurance costs and duties.  Modifications or additions to the 
original asset are capitalized and recognized at cost. 
 
The values of tangible capital assets are written down when conditions indicate that the values of the future 
economic benefits associated with the tangible capital assets are less than their book values. 

The costs of tangible capital assets, less their estimated residual values, are amortized over their useful lives in 
the following manner: 

 
Vehicles and equipment  30%, declining balance method 

Vehicles and equipment (signed lease agreement)  Straight-line over term of lease 

Office and shop equipment  20%, declining balance method 

Computer hardware and software  20%, straight-line method 

Leasehold improvements  10%, straight-line method 

 
Measurement uncertainty 
 
The preparation of financial statements requires management to make estimates and assumptions that affect the 
reported amounts of assets and liabilities, the disclosure of contingencies at the date of the financial statements, and 
the reported amount of revenues and expenses during the reporting period.  Actual results could differ from these 
estimates. 
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VEHICLE AND EQUIPMENT MANAGEMENT AGENCY 
(An Agency of the Special Operating Agencies Financing Authority Province of Manitoba) 

 
Notes to Financial Statements 

(In Thousands) 

Year Ended March 31, 2012 
 

 

 
4. FIRST-TIME ADOPTION OF PUBLIC SECTOR ACCOUNTING STANDARDS 

 
In previous fiscal years, the Agency classified itself as a Government Business-Type Organization (GBTO) and 
followed the recommendations of the Canadian Institute of Chartered Accountants Accounting Handbook – Part V.  In 
October 2009, the Public Sector Accounting Board (PSAB) determined that the category will cease to exist for fiscal 
years ending on or after January 1, 2011, and that GBTOs are required to reclassify themselves in accordance with 
Public Sector Accounting (PSA) Standards.  In accordance with recommendations of the Public Sector Accounting 
Handbook, the Agency has determined that it is an “other government organization” and has determined that PSA 

Standards are the most appropriate framework for reporting purposes. 
 
These new standards are required to be applied retroactively.  There were no material impacts on the assets or 
liabilities of the Agency as a result of this change in standards in the current or prior periods.  Net income for the year 
ended March 31, 2011, was impacted as follows: 
 

Net income as reported in previous financial statements $    3,766 
Less: Transfer of funds to the Province of Manitoba is now presented as an expense in 

the Statement of Operations.  In previous financial statements, this transfer was 
presented as a reduction of retained earnings  

 
 

(2,500) 

Net income as reported in accordance with PSA Standards $    1,276 
 
PSA Standards require information about designated assets to be disclosed in the notes to the financial statements, 
and not in the statement of financial position.  Therefore, designated assets previously classified as “long-term 
investments” are reclassified to “portfolio investments” in the statement of financial position, with the information 

disclosed in Note 11. 
 

5. FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT 
 
Measurement 
 
Financial instruments are classified into one of the two measurement categories: (a) fair value; or (b) cost or 
amortized cost. 
 
The Agency records its financial assets at cost or amortized cost.  Financial assets include cash and cash 
equivalents, accounts receivable and portfolio investments.  The Agency also records its financial liabilities at cost.  
Financial liabilities include working capital advances, accounts payable and accrued liabilities, and borrowings. 
 
Gains and losses on financial instruments measured at fair value are recorded in accumulated surplus as re-
measurement gains and losses until realized.  Upon disposition of the financial instruments, the cumulative re-
measurement gains and losses are reclassified to the statement of operations.  Gains and losses on financial 
instruments measured at cost or amortized cost are recognized in the statement of operations in the period the gain 
or loss occurs. 
 
The Agency did not incur any re-measurement gains and losses during the year ended March 31, 2012 (2011 - $nil). 
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VEHICLE AND EQUIPMENT MANAGEMENT AGENCY 
(An Agency of the Special Operating Agencies Financing Authority Province of Manitoba) 

 
Notes to Financial Statements 

(In Thousands) 

Year Ended March 31, 2012 
 

 

 
5. FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT (continued) 

 
Financial risk management – overview 
 
The Agency has exposure to the following risks from its use of financial instruments: credit risk; liquidity risk; market 
risk; and interest rate risk. 
 

Credit risk 
 

Credit risk is the risk that one party to a financial instrument fails to discharge an obligation and causes 
financial loss to another party.  Financial instruments which potentially subject the Agency to credit risk 
consist principally of cash, cash equivalents, receivables and portfolio investments. 
 
The maximum exposure of the Agency to credit risk as of March 31, 2012, is: 
 
 2012 2011 
   
Cash and cash equivalents $       191 $       342 
Receivables 7,250 10,400 
Portfolio investments 1,439 1,439 

 $    8,880 $  12,181 
 
Cash and cash equivalents, and portfolio investments: The Agency is not exposed to significant credit risk 
as these amounts are primarily held by the Province of Manitoba. 
 
Receivables: The Agency is not exposed to significant credit risk since the receivables are with departments, 
agencies and Crown corporations with the Manitoba provincial government, or are with organizations within 
the broader public sector that are funded in part by the provincial or federal governments.  The receivable 
balances are from a large client base, and payment in full is typically collected when it is due.  An allowance 
for doubtful accounts was not recorded as of March 31, 2012. 
 
Liquidity risk 
 
Liquidity risk is the risk that the Agency will not be able to meet its financial obligations as they come due. 
 
The Agency manages liquidity risk by balancing its cash flow requirements with draw downs from its 
available working capital advances and its other borrowings from the Province of Manitoba.  Regular 
determinations of the Agency’s working capital advances limit and its other debt requirements are reviewed 

by the Province of Manitoba to ensure that adequate funding is available as required to enable the Agency 
to meet its obligations as they come due. 
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VEHICLE AND EQUIPMENT MANAGEMENT AGENCY 
(An Agency of the Special Operating Agencies Financing Authority Province of Manitoba) 

 
Notes to Financial Statements 

(In Thousands) 

Year Ended March 31, 2012 
 

 

 
5. FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT (continued) 

 
Market risk 

 
Market risk is the risk that changes in market prices, such as interest rates and foreign exchange rates, will 
affect the Agency’s income from operations or the fair values of its financial instruments. 

 
Interest rate risk 

 
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in market interest rates.  The interest rate exposure relates to cash, cash equivalents, 
portfolio investments, working capital advances, and to other borrowings. 

 
The interest rate risk on cash, cash equivalents and working capital advances is considered to be low 
because of their short term nature.  The interest rate risk on portfolio investments is considered low as the 
original deposits are reinvested at rates for investments with similar terms and conditions. 

 
The Agency manages its interest rate risk on long term borrowings through the exclusive use of fixed rate 
terms on each amount borrowed. 

 
 

6. RECEIVABLES 
 

 
2012 2011 

Trade $     2,844 $     5,386 
Accrued trade 3,779 4,410 
Insurance rebate receivable 627 604 

 $     7,250 $   10,400 
 
 

7. WORKING CAPITAL ADVANCES 
 
The Agency has an authorized line of working capital advance of $10,000, $5,851 of which was used as of March 31, 
2012 (2011 - $5,943).  Advances bear interest at prime less 1% and are not secured by specific assets. 
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VEHICLE AND EQUIPMENT MANAGEMENT AGENCY 
(An Agency of the Special Operating Agencies Financing Authority Province of Manitoba) 

 
Notes to Financial Statements 

(In Thousands) 

Year Ended March 31, 2012 
 
 

 

 
8. SEVERANCE PAY LIABILITY 

 
The Agency records accumulated severance pay benefits for its employees.  Severance pay is determined by 
multiplying years of service, to a maximum of 15 years, by the weekly salary at date of retirement, provided the 
employee has reached nine years of service and retires from the Province.  There is also additional severance pay 
for employees with 20 or more years of accumulated service.  The estimate is based upon the method of calculation 
set by the Province of Manitoba. 
 
The Province has accepted responsibility for the severance benefits accumulated by the Agency’s employees 

through specific dates.  For the Fleet Vehicles Agency employees, that responsibility is reflected by the payment by 
the Province of $270 on March 31, 2009.  For the Mechanical Equipment Services employees, that responsibility is 
reflected by the payment by the Province of $1,163 on July 31, 2010.  The $1,433 in combined payments is held in an 
interest bearing trust account until the cash is required to discharge the related liability. 
 
An actuarial valuation report was completed for the severance pay liability as of March 31, 2011.  The report provides 
a formula to update the liability on an annual basis.  In accordance with the formula, the Agency’s liability is 

recalculated annually, with payments to retiring employees no longer with the Agency or the Province charged 
against the liability.  The Agency’s actuarially determined net liability for accounting purposes as of March 31, 2012, 

was $1,717 (2011 - $1,659). 
 
Significant long-term actuarial assumptions used in the March 31, 2011, valuation, and in the determination of the 
March 31, 2012, present value of the accrued severance benefit obligation, were: 
 

Annual rate of return 
Inflation component 2.00% 
Real rate of return 4.00% 
 6.00% 

 
Assumed salary increase rates 

Annual productivity increase 1.00% 
Annual general salary increase 2.75% 

 3.75% 
 
 

9. BORROWINGS FROM THE PROVINCE OF MANITOBA 
 

By virtue of the Management Agreement, the Agency is responsible for the repayment of debts assumed by the 
Special Operating Agencies Financing Authority (SOAFA) on its behalf.  SOAFA holds the debt instruments listed in 
this Note on behalf of Vehicle and Equipment Management Agency. 
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VEHICLE AND EQUIPMENT MANAGEMENT AGENCY 
(An Agency of the Special Operating Agencies Financing Authority Province of Manitoba) 

 
Notes to Financial Statements 

(In Thousands) 

Year Ended March 31, 2012 
 

 

 
9. BORROWINGS FROM THE PROVINCE OF MANITOBA (continued) 

 
Borrowings obtained through the use of available Loan Act Authority are repayable in semi-annual instalments of 
principal and interest, as follows: 
 

Interest 
rate  

Semi-annual 
payment ($) 

  
Maturity date 

 
2012 2011 

4.875%     137  September 30, 2011  $     - $ 133 
4.75%     102  September 30, 2011                 - 100 
4.625%     475  March 31, 2012                 - 919 
4.75%     137  September 30, 2012  133 391 
5%     142  September 30, 2012  138 405 
4%     345  March 31, 2013  670 1,314 
4.05%     140  September 30, 2013  404 660 
3.875%     355  September 30, 2013  1,025 1,677 
2.625%     376  September 30, 2014  1,807 2,498 
4.875%     148  March 31, 2015  814 1,060 
2.625%     215  March 31, 2015  1,231 1,621 
4.125%     117  September 30, 2015  755 951 
2.5%     482  September 30, 2015  3,208 4,075 
2.563%     271  September 30, 2016  2,292 2,767 
2.05%     581  September 30, 2016  4,975                - 
3.45%     186  March 31, 2017  1,695 2,000 
2.375%     213  March 31, 2017  2,000                 - 
2.25%     269  September 30, 2017  2,765                 - 
4.875%     237  September 30, 2023  4,133 4,396 
3,4%     102  September 30, 2023  1,932                 - 
5%     334  March 31, 2024  5,982 6,338 
4.875%     192  March 31, 2024  3,457 3,665 
4.5%     162  September 30, 2024  3,066 3,246 
4%     201  September 30, 2025  4,161 4,389 
4.55%     162  March 31, 2026  3,333 3,500 
5%       80  March 31, 2030  1,877 1,940 
      51,853 48,045 

 
Amount of debt owing in connection with the transfer of Mechanical Equipment 
Services branch net assets on April 1, 2009 
 

4.875%  2,018  March 31, 2024  36,338 38,521 
Amount of borrowings owing to the Province of Manitoba at year-end  $   88,191 $   86,566 
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VEHICLE AND EQUIPMENT MANAGEMENT AGENCY 
(An Agency of the Special Operating Agencies Financing Authority Province of Manitoba) 

 
Notes to Financial Statements 

(In Thousands) 

Year Ended March 31, 2012 
 

 

 
9. BORROWINGS FROM THE PROVINCE OF MANITOBA (continued) 

 
Unused loan authority of $12,100 was available as of March 31, 2011.  An additional $11,000 of loan authority 
availability was approved during June 2011 in The Loan Act, 2011.  Of the $23,100 in available loan authority, 12,500 
was drawn down at various times during the year ended March 31, 2012. 
 
All borrowings from the Province of Manitoba are payable in instalments of principal and interest on March 31 and 
September 30 each year.  Interest cost is measured using the effective interest method. 
 
As of March 31, 2012, principal repayments in each of the next five years on the combined outstanding balances 
owing to the Province of Manitoba are as follows: 
 

2013 $ 11,040 
2014  9,969 
2015  9,450 
2016  8,086 
2017  6,934 

 
 

10. TANGIBLE CAPITAL ASSETS 
 

 2012 2011 

Cost 
Opening 
balance 

 
Additions 

 
Disposals 

Closing 
balance 

 
Total 

Vehicles and equipment $  208,801 $    26,182 $  (15,580) $  219,403 $  208,801 
Office and shop equipment  1,327 58 (2) 1,383 1,327 
Computer hardware and software 408 13 (2) 419 408 
Leasehold improvements 735 62             - 797 735 

 211,271 26,315 (15,584) 222,002 211,271 
 

Accumulated amortization      

Vehicles and equipment 98,902 19,558 (13,669) 104,791 98,902 
Office and shop equipment  993 74 (3) 1,064 993 
Computer hardware and software 392 10             - 402 392 
Leasehold improvements 632 30             - 662 632 

 100,919 19,672 (13,672) 106,919 100,919 

Net book value $  110,352 $      6,643 $    (1,912) $  115,083 $  110,352 
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VEHICLE AND EQUIPMENT MANAGEMENT AGENCY 
(An Agency of the Special Operating Agencies Financing Authority Province of Manitoba) 

 
Notes to Financial Statements 

(In Thousands) 

Year Ended March 31, 2012 
 

 

 
11. DESIGNATED ASSETS 

 
The Agency has allocated $1,439 (2011 - $1,439) of its portfolio investments as designated assets for its severance 
pay benefits. 
 

12. COMMITMENTS 
 

(a) VEMA has arrangements with the Government of Manitoba for the rental of facilities in Beausejour, 
Brandon, Dauphin, The Pas, Thompson and Winnipeg, Manitoba.  Occupancy charges for each fiscal year 
including 2012/13 are established annually based on the approved budget for the Department of 
Infrastructure and Transportation.  Occupancy charges for 2012/13 are estimated at $2,348 for the year, to 
be paid in quarterly instalments during 2012/13. 

 
(b) VEMA’s approved 2012/13 Business Plan calls for $2,500 to be paid to the Consolidated Fund of the 

Province of Manitoba for the year in quarterly instalments of $625 each. 
 

13. INVENTORY 
 
The amount of parts inventory recognized as an expense during the year ended March 31, 2012, was $9,036 (2011 - 
$7,625).  This entire amount has been included in repairs and maintenance, page 17. 
 

14. PENSION BENEFITS 
 
Employees of VEMA are eligible for pension benefits in accordance with the provisions of the Civil Service 
Superannuation Act (CSSA), administered by the Civil Service Superannuation Board.  The CSSA established a 
defined benefit plan to provide benefits to employees of the Manitoba Civil Service and to participating agencies of 
the provincial government, including the Agency, through the Civil Service Superannuation Fund. 
 
The pension liability related to the CSSA’s defined benefit plan is included in the Province of Manitoba’s financial 

statements.  Accordingly, no provision is required in the Agency’s financial statements relating to the effects of 

participation in the plan by the Agency and its employees. 
 
The Agency is regularly required to pay to the Province an amount equal to the current pension contributions paid by 
its employees.  The amount paid for 2011/12 was $523 (2010/11 - $537). 
 

15. RECLASSIFICATION OF COMPARATIVE FINANCIAL STATEMENTS 
 
Certain of the amounts in the financial statements for the year ended March 31, 2011, and in the statement of 
financial position as of April 1, 2010, all presented for comparative purposes, have been reclassified to conform to the 
presentation adopted in the financial statements for the year ended March 31, 2012. 
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VEHICLE AND EQUIPMENT MANAGEMENT AGENCY 
(An Agency of the Special Operating Agencies Financing Authority Province of Manitoba) 

 
Other Revenue and Expenses (Schedule 1) 

(In Thousands) 

Year Ended March 31, 2012 
 

 

2012 2011 
 Projected 

(Unaudited) 
Actual 

 
Actual 

(Note 15) 

OTHER REVENUE    
 Autopac service $          650        $           613 $          600 
 Gain on disposal of tangible capital assets, net 963 452 669 
 Garage regular service 4,723 6,093 5,389 
 Insurance premium rebates 1,262 1,279 1,238 
 Interest income 10 14 9 
 Other service revenue 40 136 108 
 Radio Services 1,700 1,314 1,567 
 

$       9,348 $        9,901 $       9,580 
     
     
VEHICLE AND EQUIPMENT OPERATING EXPENSES    
 Amortization of tangible capital assets $     19,364 $      19,537 $     18,582 
 Fuel 18,273 23,223 19,066 
 Insurance premiums 5,260 5,297 4,888 
 Licenses 159 159 157 
 Repairs and maintenance (Note 13) 14,413 16,413 15,794 

  $     57,469 $      64,629 $     58,487 
     
     
ADMINISTRATIVE EXPENSES    
 Amortization of tangible capital assets $          193 $           135 $          129 
 Fleet management information system 432 377 413 
 Human resource overhead 2,252 2,042 2,095 
 Occupancy costs 2,476 2,497 2,510 
 Other costs 637 717 651 
 Professional fees 30 29 23 
 SOAFA charges 6 6 6 
 Supplies and materials 274 378 293 
 Telephone and communication 180 167 178 
 

$       6,480 $        6,348 $       6,298 
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2500 - 201 Portage Ave., Winnipeg, Manitoba, R3B 3K6, Phone: (204) 775-4531, 1 (877) 500-0795

Independent Auditors’ Report

To the Shareholder of Venture Manitoba Tours Ltd.:

We have audited the accompanying financial statements of Venture Manitoba Tours Ltd., which comprise the statement of financial
position as at March 31, 2012, March 31, 2011 and April 1, 2010 and the statements of operations and accumulated deficit, changes in
net debt and cash flows for the years 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 public
sector accounting standards, 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.

Auditors' 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 auditors’ judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

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

Opinion
In our opinion, the financial statements present fairly, in all material respects, the financial position of Venture Manitoba Tours Ltd. as at
March 31, 2012, March 31, 2011 and April 1, 2010 and the results of its operations, changes in net debt and its cash flows for the years
then ended in accordance with Canadian public sector accounting standards.

Winnipeg, Manitoba
June 27, 2012

Chartered Accountants
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The accompanying notes are an integral part of these financial statements

2

Venture Manitoba Tours Ltd.
Statement of Operations and Accumulated Surplus

For the year ended March 31, 2012

Budget
(Unaudited)

2012 2011

Sales 1,353,000 1,307,785 1,138,919
Cost of sales 1,083,887 881,133 936,390

Gross margin 269,113 426,652 202,529
Operating expenses (Schedule 2) 170,887 175,085 165,771

Earnings from operations 98,226 251,567 36,758

Other income (expense)
Amortization (122,614) (176,158) (141,467)
Gain on disposal of assets - - 42,000
Development study - - (15,000)

(122,614) (176,429) (114,467)

Annual surplus (deficit) (24,388) 75,409 (77,709)

Accumulated surplus, beginning of year 392,739 470,448

Accumulated surplus, end of year 468,148 392,739
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The accompanying notes are an integral part of these financial statements

3

Venture Manitoba Tours Ltd.
Statement of Change in Financial Net Debt

For the year ended March 31, 2012

Budget
(Unaudited)

2012 2011

Annual surplus (deficit) (24,388) 75,409 (77,709)

Purchases of tangible capital assets - (280,496) (155,527)
Amortization of tangible capital assets 122,614 176,158 141,467

122,614 (104,338) (14,060)

Use of prepaid expenses - 7,522 8,316

Decrease (increase) in net debt 98,226 (21,407) (83,453)
Net debt, beginning of year (340,916) (257,463)

Net debt, end of year (362,323) (340,916)
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The accompanying notes are an integral part of these financial statements

4

Venture Manitoba Tours Ltd.
Statement of Cash Flows
For the year ended March 31, 2012

2012 2011

Cash provided by (used for) the following activities
Operating activities

Cash received from customers 1,316,828 1,129,840
Cash paid to suppliers and employees (1,048,928) (1,126,665)
Interest received 288 12
Interest paid (6,744) (254)

261,444 2,933

Financing activities
Advances of capital lease obligations 254,326 -
Repayments of capital lease obligations (57,270) -

197,056 -

Investing activities
Purchases of tangible capital assets (280,496) (155,527)
Proceeds on disposal of tangible capital assets - 42,000

(280,496) (113,527)

Increase (decrease) in cash resources 178,004 (110,594)

Cash resources (deficiency), beginning of year (53,484) 57,110

Cash resources (deficiency), end of year 124,520 (53,484)

Cash resources (deficiency) are composed of:

Cash 124,520 -
Bank indebtedness - (53,484)

124,520 (53,484)
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5

Venture Manitoba Tours Ltd.
Notes to the Financial Statements

For the year ended March 31, 2012

1. Operations

Venture Manitoba Tours Ltd. (the "Company") was incorporated under the Manitoba Corporations Act. The issued shares
are owned by the Province of Manitoba.

The Province of Manitoba owns the Falcon Lake Golf Course and Games Area. The Company operates this facility under a
lease agreement with the Province of Manitoba. The Company is responsible for the operating costs of the golf course and
games area, and, in return, is authorized to realize the revenue generated by their operations. These facilities are situated in
the Whiteshell Provincial Park and are not subject to realty taxes.

The Company is exempt from paying income tax under subsection 149(1)(d) of the Income Tax Act.

2. Change in accounting framework

Effective April 1, 2010, the Company adopted the recommendations relating to other government organizations, as set out in
the Canadian public sector accounting standards. Pursuant to the recommendations, the change was applied retroactively,
and prior periods have been restated.

Previously, the Company had followed generally accepted accounting standards. Under the new recommendations, the
Company will be required to follow the Accounting Policies listed in Note 4.

First-time adoption of Canadian public sector accounting standards

In preparing these financial statements, the Company has elected to apply the following transitional provision permitted by
PS 2125 First-time Adoption by Government Organizations at the date of transition to Canadian public sector accounting
standards (“public sector accounting standards”):

Tangible capital assets

Effective March 31, 2012, the Company adopted the Public Sector Accounting Board’s (PSAB) new recommendation for
tangible capital assets under PS 3150 Tangible Capital Assets. The revised Section establishes standards on accounting for
and reporting tangible capital assets in a Company’s financial statements. There was no material impact on the financial
statements from the retrospective application of the new accounting recommendations.

3. Impact of adopting Canadian public sector accounting standards

These are the Company’s first financial statements prepared in accordance with Canadian public sector accounting
standards. The accounting policies in Note 4 have been applied in preparing the financial statements for the year ended
March 31, 2012, the comparative information for the year ended March 31, 2011 and the statement of financial position as at
April 1, 2010.

The transition to Canadian public sector accounting has not affected the statements of financial position, operations and
accumulated deficit, changes in financial net debt or cash flows as previously reported under Canadian generally accepted
accounting principles (GAAP).
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Venture Manitoba Tours Ltd.
Notes to the Financial Statements

For the year ended March 31, 2012

6

4. Significant accounting policies

These financial statements have been prepared in accordance with Canadian public sector accounting standards and
including the following significant accounting policies:

Inventory

Inventory is valued at the lower of cost and net realizable value. Cost is determined by the first-in, first-out method. Net
realizable value is the estimated selling price in the ordinary course of business, less estimated costs of completion and
selling costs.

Tangible capital assets

Tangible capital assets are recorded at cost. Contributed tangible capital assets are recorded at their fair value at the date of
contribution.

Amortization

Amortization is provided using the straight-line method at rates intended to amortize the cost of tangible capital assets over
their estimated useful lives.

Rate
Staff quarters 10 to 25 years
Automotive 3 years
Computer equipment 3 years
Golf course improvements 10 to 40 years
Equipment under capital lease 5 years

These financial statements do not include the property and equipment of the Falcon Lake Golf Course and Games Area
which are owned by the Province of Manitoba.

Revenue recognition

Revenues from the golf course and clubhouse are recognized when services are provided and collection is reasonably
assured

Measurement uncertainty

The preparation of financial statements in conformity with Canadian public sector accounting standards requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements, and the reported amounts of revenue and expenses
during the reporting period.

Accounts receivable are stated after evaluation as to their collectability and an appropriate allowance for doubtful accounts is
provided where considered necessary. Provisions are made for slow moving and obsolete inventory. Amortization is based
on the estimated useful lives of tangible capital assets.

These estimates and assumptions are reviewed periodically and, as adjustments become necessary they are reported in
deficit in the periods in which they become known.

Long-lived assets

Long-lived assets consist of tangible capital assets. Long-lived assets held for use are measured and amortized as
described in the applicable accounting policies.

The Company performs impairment testing on long-lived assets held for use whenever events or changes in circumstances
indicate that the carrying value of an asset, or group of assets, may not be recoverable. Impairment losses are recognized
when undiscounted future cash flows from its use and disposal are less than the asset's carrying amount. Impairment is
measured as the amount by which the asset's carrying value exceeds its fair value. Any impairment is included in deficit for
the year.
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Venture Manitoba Tours Ltd.
Notes to the Financial Statements

For the year ended March 31, 2012

7

4. Significant accounting policies (Continued from previous page)

Financial instruments

Financial instruments include cash, accounts receivable, accounts payable and accruals, advances from the Province of
Manitoba and capital lease obligations. Unless otherwise stated, it is management's opinion that the Company is not
exposed to significant interest, currency or credit risk arising from the financial instruments. Unless otherwise stated, the
book value of the Company's financial assets and liabilities approximates their fair value due to the short-term maturities of
the instruments.

5. Inventory

The cost of inventories recognized as an expense and included in cost of sales amount to $59,337 (2011 - $72,107).

6. Bank indebtedness

Bank indebtedness includes an operating line of credit with a limit of $250,000 (March 31, 2011 - $250,000; April 1, 2010 -
$250,000), bearing interest at Royal Bank of Canada's prime interest rate and secured by the Province of Manitoba.

7. Advances from the Province of Manitoba

The Advances from the Province of Manitoba are unsecured, non-interest bearing and due on demand.

8. Contingency

The Collective Agreement with the Union expired on Sept 30, 2010. A new Collective Agreement has not been negotiated.
Management is unable to determine the potential impact of the new Collective Agreement on the financial statements.

9. Capital lease obligations

2011 2010

Golf cart lease payable in monthly instalments of $9,545 from May to October per year,
including interest at 6.4%, plus applicable taxes, due October 2015. As at April 1, 2010 the
balance was $nil. 197,056 -

Minimum lease payments related to the obligations under capital lease are as follows:
2013 57,270
2012 57,270
2015 57,270
2016 55,511

227,321
Less: imputed interest (30,265)

197,056
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Venture Manitoba Tours Ltd.
Notes to the Financial Statements

For the year ended March 31, 2012

8

10. Accumulated surplus

2012 2011

Deficit (3,175,352) (3,250,761)
Share Capital (Note 11) 3,643,500 3,643,500

468,148 392,739

As at April 1, 2010, accumulated deficit consisted of a deficit of ($3,173,052) and share capital of $3,643,500.

11. Share capital
2012 2011

Authorized

Unlimited Common shares

Issued

Common shares
3,643,500 Common shares 3,643,500 3,643,500

12. Commitments

The Company operates the Falcon Lake Golf Course, Games Area and the Restaurant/Lounge under lease agreements with
the Province of Manitoba for an annual amount of $114,700 (2011 - $109,441). This amount is included in cost of sales for
the year.

The Company rents office space and equipment under various operating leases which expire in 2016 for an annual amount
of $6,000.
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Venture Manitoba Tours Ltd.
Notes to the Financial Statements

For the year ended March 31, 2012

9

13. Government reporting entity - related parties

The following information is presented in accordance with a request by the Minister of Finance of The Government of the
Province of Manitoba.

As at March 31, 2012, the Company had the following balances with entities in the Government Reporting Entity:

2012 2011

Payable to (receivable from):
Manitoba Hydro 644 1,196
Manitoba Liquor Control Commission (300) -

344 1,196

During the year, the Company had the following transactions with entities in the Government Reporting Entity:

2012 2011

Expenses paid to:
Department of Conservation 114,700 109,441
Manitoba Hydro 17,134 13,594
Manitoba Liquor Control Commission 25,049 19,061
Manitoba Public Insurance 1,632 1,781

158,515 143,877
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Venture Manitoba Tours Ltd.
Schedule 2 - Schedule of Operating Expenses

For the year ended March 31, 2012

11

Budget
(Unaudited)

2012 2011

Computer software - 916 -
Credit card discount 17,600 19,954 16,244
Directors' fees 12,000 9,300 16,240
Equipment rentals 500 471 586
Insurance and leases 11,000 10,350 9,736
Interest and bank charges 2,000 818 254
Membership fees - 480 50
Miscellaneous 2,400 1,486 1,492
Office 500 708 586
Printing and stationary 1,000 1,404 1,995
Professional fees 12,000 12,000 7,000
Repairs and maintenance 5,000 1,268 2,823
Restaurant expenses - 9,694 -
Salaries, wages and benefits 73,237 76,569 77,021
Sales office rent 6,300 6,138 6,292
Tee reservations 2,400 2,321 4,568
Telephone and postage 4,400 3,920 3,983
Training and education 7,550 7,139 7,012
Transportation 8,000 6,078 5,929
Utilities 5,000 4,071 3,960

170,887 175,085 165,771
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 Deposit Guarantee Corporation of Manitoba Deposit Guarantee Corporation of Manitoba20
11
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mAnAgement’s ResponsibilitY

Management of the Deposit Guarantee Corporation of Manitoba is responsible for the integrity and  
fair presentation of the financial statements included in the annual report. The consolidated financial 
statements have been prepared in accordance with International Financial Reporting Standards.

In discharging its responsibility, management designs and maintains the necessary accounting systems 
and related internal controls to provide reasonable assurance that transactions are authorized, proper 
records are maintained and assets safeguarded.

The Board of Directors of the Corporation oversees management’s responsibilities for the financial  
reporting procedures and internal control systems. The Board reviews the financial statements in detail 
prior to approving the statements for publication.

The Finance and Audit Committee recommends the appointment of the external auditor and reviews  
the terms of the external audit engagement, annual fees, audit plans and scope, and management letter  
recommendations.

Vernon MacNeill, MBA    S. J. Nowicky, CMA 
Chief Executive Officer    Chief Financial Officer
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14 Deposit Guarantee Corporation of Manitoba Deposit Guarantee Corporation of Manitoba            Deposit Guarantee Corporation of Manitoba            

independent AuditoR’s RepoRt

To the Board of Directors of 
Deposit Guarantee Corporation of Manitoba

We have audited the accompanying consolidated financial statements of the Deposit Guarantee  
Corporation of Manitoba, which comprise the consolidated statements of financial position as at  
December 31, 2011, December 31, 2010 and January 1, 2010, and the consolidated statements of  
comprehensive income, changes in equity and cash flows for the years ended December 31, 2011  
and December 31, 2010, and notes to the consolidated financial statements.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial 
statements in accordance with International Financial Reporting Standards, and for such internal control 
as management determines is necessary to enable the preparation of consolidated financial statements 
that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our 
audits. We conducted our audits 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 consolidated 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 consolidated 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 consolidated 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 consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinions. 

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial 
position of the Deposit Guarantee Corporation of Manitoba as at December 31, 2011, December 31, 2010, 
and January 1, 2010 and its financial performance and its cash flows for the years ended December 31, 2011  
and December 31, 2010 in accordance with International Financial Reporting Standards.

Chartered Accountants

February 24, 2012 
Winnipeg, Manitoba

14 Deposit Guarantee Corporation of Manitoba

Deloitte & Touche LLP
360 Main Street

Suite 2300
Winnipeg MB  R3C 3Z3

Canada

Tel: (204) 942-0051
Fax: (204) 947-9390

www.deloitte.ca

 
Page 2394



 Deposit Guarantee Corporation of Manitoba

 DeCeMber 31, 2011 DeCeMber 31, 2010 January 1, 2010

assets     

Cash (Note 7) $ 283,973 $ 290,682 $ 675,866

Marketable securities (Note 8)  187,368,115  158,219,817  142,559,599

Assessments receivable (Note 9)  3,827,753  3,545,168  3,040,289

Current tax receivable (Note 13)  54,350  30,754  -

Prepaid expenses and other assets (Note 10)  47,723  489,491  75,830

Other Investments (Note 11)  72,260  72,260  72,260

Property and equipment (Note 12)  266,874  343,372  175,577

Deferred tax assets (Note 13)  43,000  47,054  36,700

 $ 191,964,048 $ 163,038,598 $ 146,636,121

liabilities    

Accounts payable and accrued  
     liabilities (Note 14) $ 258,365 $ 372,146 $ 337,009

Defined benefit obligation (Note 15)  293,450  397,098  264,650

Current tax liability (Note 13)  -  -  62,558

Deferred tax liability (Note 13)  1,150,664  188,274           160,242

total liabilities  1,702,479  957,518  824,459

Contingent liabilities (Note 16)     

Corporation eQuity    

Retained earnings  183,039,320  158,731,999  143,430,686

Accumulated other comprehensive income  7,222,249  3,349,081  2,380,976

Total corporation equity  190,261,569  162,081,080  145,811,662

 $ 191,964,048 $ 163,038,598 $ 146,636,121

Approved by the Board – February 24, 2012

    , Director       , Director

Ron Pozernick   Jacob P. Janzen 

ConsolidAted stAtement of finAnCiAl position
(in CAnAdiAn dollARs)
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16 Deposit Guarantee Corporation of Manitoba Deposit Guarantee Corporation of Manitoba            

year enDeD DeCeMber 31  2011  2010

reVenues   

Regular assessments (Note 17) $ 15,311,011 $ 14,180,669

Financial assistance repayments (Note 17)  46,655  502,001

Investment revenue (Note 17)  5,361,594  4,791,148

  20,719,260  19,473,818

expenses   

Operating expense (Note 18)  4,009,429  3,894,119

Credit union merger expense (Note 18)  3,719  5,118

  4,013,148  3,899,237

   

inCoMe before inCoMe taxes  16,706,112  15,574,581

Income tax expense (Note 13)  418,978  273,268

net inCoMe for tHe year  16,287,134  15,301,313

otHer CoMpreHensiVe inCoMe   

Net change in fair value of available-for-sale financial assets  4,835,558  996,137

Income tax on other comprehensive income  (962,390)  (28,032)

otHer CoMpreHensiVe inCoMe for tHe year,  
net of inCoMe tax    3,873,168  968,105

CoMpreHensiVe inCoMe $ 20,160,302 $ 16,269,418

ConsolidAted stAtement of CompRehensiVe inCome
(in CAnAdiAn dollARs)
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 retaineD earninGs aCCuMulateD  total 
  otHer CoMpreHensiVe  
  inCoMe 

  unrealizeD Gains/ 
  losses aVailable-for- 
  sale finanCial assets  

     

Balance at January 1, 2010 $ 143,430,686 $ 2,380,976 $ 145,811,662

Net Income  15,301,313  -  15,301,313

Other comprehensive income  -  968,105  968,105

Total comprehensive income  15,301,313  968,105  16,269,418

Balance at December 31, 2010 $ 158,731,999 $ 3,349,081 $ 162,081,080

       
   

Balance at January 1, 2011 $ 158,731,999 $ 3,349,081 $ 162,081,080

Net income  16,287,134  -  16,287,134

Other comprehensive income  -  3,873,168  3,873,168

Total comprehensive income  16,287,134  3,873,168  20,160,302

Net assets acquired on amalgamation with   
    La Société d’assurance-dépôts des   
    caisses populaires du Manitoba (Note 3)  8,020,187  -  8,020,187

Balance at December 31, 2011 $ 183,039,320 $ 7,222,249 $ 190,261,569

ConsolidAted stAtement of ChAnges in eQuitY
(in CAnAdiAn dollARs)

20
11

 f
in

an
Ci

al
 s

ta
te

M
en

ts

 
Page 2397



18 Deposit Guarantee Corporation of Manitoba Deposit	Guarantee	Corporation	of	Manitoba				 								

year enDeD DeCeMber 31  2011  2010

operatinG aCtiVities   

Net income $ 16,287,134 $ 15,301,313

Non-cash expense (recovery) – deferred taxes  4,054  (10,354)

Non-cash expense – depreciation  135,932  125,928

Net increase in assessments receivable  (282,585)  (504,879)

Net decrease (increase) in prepaid expenses and other assets  441,768  (413,661)

Net increase in taxes receivable  (23,596)  (93,312)

Net (decrease) increase in accounts payable and accrued liabilities  (789,964)  35,137

Net (decrease) increase in retirement benefit obligation  (103,648)  132,448

Cash flows generated by operating activities  15,669,095  14,572,620

inVestinG aCtiVities   

Net assets acquired on amalgamation (Note 3)  649,682  -

Net increase in marketable securities  (16,266,052)  (14,664,081)

Purchase of property and equipment, net of disposal proceeds  (59,434)  (293,723)

Cash flows used in investing activities  (15,675,804)  (14,957,804)

inCrease (DeCrease) in CasH anD CasH eQuiValents  (6,709)  (385,184)

CasH anD CasH eQuiValents, beGinninG of year  290,682  675,866

CasH anD CasH eQuiValents, enD of year $             283,973  $ 290,682

suppleMentary CasH floW inforMation   

Income taxes paid $             272,708  $ 376,934

   

ConsolidAted stAtement of CAsh flows
(in CAnAdiAn dollARs)
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notes to ConsolidAted finAnCiAl stAtements
(in CAnAdiAn dollARs, unless otheRwise noted)

1.0 nature of organization

On January 1, 2011, the Credit Union Deposit Guarantee Corporation and La Société d’assurance-dépôts des 
caisses populaires du Manitoba amalgamated, under the provision of subsection 163.2 of the Credit Union and 
Caisses Populaires Act, to create the Deposit Guarantee Corporation of Manitoba. The registered address of the 
Corporation is 390-200 Graham Avenue, Winnipeg, Manitoba, Canada.

The Deposit Guarantee Corporation of Manitoba (the “Corporation”) is a deposit guarantee corporation established 
under The Credit Unions and Caisses Populaires Act of Manitoba. All of the operational activities of the Corporation 
are focused on achieving its legislated objectives:

•	 Guarantee deposits in Manitoba credit unions and caisses populaires (thereafter “credit unions”).

•	 Promote credit union development of sound business practices to protect them from financial losses; and

•	 Ensure the credit unions operate under sound business practices.

 Without limiting the generality of the foregoing, the Corporation shall do such things as are necessary to enable a 
credit union assigned to it to satisfy the claims of the members of the credit union for withdrawals of deposits.

2.0 statement of Compliance

The consolidated financial statements have been prepared in accordance with International Financial Reporting 
Standards (“IFRS”). These are the Corporation’s first consolidated financial statements prepared in accordance 
with IFRS and IFRS 1 First-time Adoption of International Financial Reporting Standards has been applied.

An explanation of how the transition to IFRS has affected the reported financial position, financial performance  
and cash flows is provided in note 5.

The consolidated financial statements were authorized for issue by the Board of Directors on February 24, 2012.

3.0 amalgamation

The operations of both the Credit Union Deposit Guarantee Corporation and La Société d’assurance-dépôts des 
caisses populaires du Manitoba prior to the amalgamation on January 1, 2011 were governed by the legislation in 
accordance with the Credit Union and Caisses Populaires Act. The Deposit Guarantee Corporation of Manitoba, 
which was subsequently formed by the amalgamation of the Credit Union Deposit Guarantee Corporation and  
La Société d’assurance-dépôts des caisses populaires du Manitoba, is also governed by that same legislation.

The amalgamation of the Credit Union Deposit Guarantee Corporation and La Société d’assurance-dépôts des 
caisses populaires du Manitoba was accounted for prospectively as a combination of entities under common 
control at carrying values on January 1, 2011. The consolidated statements of financial position, comprehensive 
income, changes in equity, and cash flows for the comparative period prior to January 1, 2011 have not been 
restated as the operations of La Société d’assurance-dépôts des caisses populaires du Manitoba were effectively 
integrated with the operations of the Credit Union Deposit Guarantee Corporation.

4.0 significant accounting policies

The accounting policies set out below have been applied consistently to all periods presented in these consolidated 
financial statements and in preparing the opening IFRS statement of financial position at January 1, 2010 for the 
purposes of the transition to IFRS.

4.1 Basis of consolidation

The consolidated financial statements include the accounts of T.S.F. Holdings Limited, a wholly-owned 
subsidiary, which was incorporated for the purpose of purchasing and collecting loans guaranteed by the 
Corporation under merger and liquidation agreements.

4.2 Basis of measurement

The consolidated financial statements have been prepared on the historical cost basis, except for available-
for-sale financial assets, which are measured at fair value in the statement of financial position.
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20 Deposit Guarantee Corporation of Manitoba Deposit Guarantee Corporation of Manitoba            

4.3 Cash

Cash consists of cash on hand, and chequing and demand balances with Credit Union Central of Manitoba 
and chartered banks.

4.4 Property and equipment

Property and equipment are stated in the statement of financial position at historical cost, less accumulated 
depreciation and accumulated impairment losses. 

Cost includes expenditure that is directly attributable to the acquisition of the asset. When parts of an item 
of property and equipment have materially different useful lives, they are accounted for as separate items 
(major components) of property and equipment.

Depreciation and impairment are recognized in net income. Depreciation has been calculated on the  
following basis:

 Automobiles   - 30% declining-balance 
 Furniture and equipment  - 20% declining-balance 
 Computer hardware  - 2½ years straight-line 
 Leasehold improvements  - Term of lease straight-line

Gains and losses on disposal of an item of property and equipment are determined by comparing the  
proceeds from disposal with the carrying amount of the property and equipment, and are recognized net 
within depreciation of operating expenses.

4.5 Regular assessments, special assessments, and financial assistance repayments

Regular assessments, special assessments, and financial assistance repayments are measured at the fair 
value of the consideration received or receivable. 

Credit union regular assessments, special assessments and financial assistance repayments are recognized 
as follows:

•	 Credit union regular assessments are recognized when earned. Regular assessments are determined 
quarterly, and accrued for monthly. Credit union payments are received quarterly.

•	 Special assessments are recognized when earned. Special assessments are only charged if, in the  
opinion of the Corporation’s Board, the guarantee fund is, or is about to be, impaired.

•	 Financial assistance repayments are recognized when received.

4.6 Financial assets

All financial assets are recognized and derecognized on trade date where the purchase or sale of a financial 
asset is under a contract whose terms require delivery of the financial asset within the timeframe established 
by the market concerned, and are initially measured at fair value, plus transaction costs, except for those 
financial assets classified as fair value through profit and loss (FVTPL), which are initially measured at fair value.

Financial assets are classified into the following specified categories: financial assets ‘at FVTPL’,  
‘available-for-sale’ (AFS) financial assets and ‘loans and receivables’. The classification depends on the 
nature and purpose of the financial assets and is determined at the time of initial recognition.

4.6.1 Classification

Cash Loans and receivables

Marketable securities Available-for-sale

Assessments receivable Loans and receivables

Prepaid expenses and other assets Loans and receivables

Other investments Available-for-sale
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notes to ConsolidAted finAnCiAl stAtements
(in CAnAdiAn dollARs, unless otheRwise noted)

4.6.2 fair value through profit and loss (fVtpl)

FVTPL financial assets are those classified as held for trading or are designated as such upon initial 
recognition. Held for trading financial assets are financial assets typically acquired for resale prior to 
maturity or that are designated as held for trading. They are measured at fair value at the balance 
sheet date. Fair value fluctuations including interest earned, interest accrued, gains and losses  
realized on disposal and unrealized gains and losses are included in income. The Corporation does 
not hold any financial assets classified as FVTPL.

4.6.3 available-for-sale (afs)

AFS financial assets are those non-derivative financial assets that are designated as available- 
for-sale, or that are not classified as loans and receivables, held-to-maturity or held-for-trading 
investments. Except as mentioned below, AFS financial assets are carried at fair value with  
unrealized gains and losses included in accumulated other comprehensive income until realized 
when the cumulative gain or loss is transferred to income.

AFS financial assets that do not have quoted market prices in an active market are recorded at cost.

Interest on interest-bearing available-for-sale financial assets is calculated using the effective interest  
method and recorded in investment revenue.

4.6.4 loans and receivables

Cash and assessments receivables with fixed or determinable payments are classified as ‘loans and 
receivables’. Loans and receivables are accounted for at amortized cost using the effective interest 
method, less any impairment. Interest income is recognized by applying the effective interest rate, 
except for short-term receivables when the recognition of interest would be immaterial.

4.6.5 impairment of financial assets

Financial assets, other than those designated as FVTPL, are regularly assessed on an individual  
basis for indicators of impairment at each balance sheet date. Financial assets are considered to  
be impaired when there is objective evidence that, as a result of one or more events that occurred  
after the initial recognition of the financial asset, the estimated future cash flows of the investment 
have been affected.

Objective evidence of impairment could include but is not limited to:

•		 significant financial difficulty of the issuer or counterparty;

•		 default or delinquency in interest or principal payments; or

•	 it becoming probable that the borrower will enter bankruptcy or financial re-organization.

For financial assets carried at amortized cost, the amount of the impairment loss recognized is the 
difference between the asset’s carrying amount and the present value of estimated future cash 
flows, discounted at the financial asset’s original effective interest rate. 

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial 
assets.

When an AFS financial asset is considered to be impaired, cumulative losses previously recognized 
in other comprehensive income are reclassified to net income in the period. If, in a subsequent 
period, the amount of the impairment loss decreases and the decrease can be related objectively 
to an event occurring after the impairment was recognized, the previously recognized impairment 
loss is reversed through net income to the extent that the carrying amount of the investment at the 
date the impairment is reversed does not exceed what the amortized cost would have been had the 
impairment not been recognized.
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4.6.6 Derecognition of financial assets

The Corporation derecognizes a financial asset only when the contractual rights to the cash flows 
from the asset expire, or when it transfers the financial asset and substantially all the risks and 
rewards of ownership of the asset to another entity. If the Corporation neither transfers nor retains 
substantially all the risks and rewards of ownership and continues to control the transferred asset, 
the Corporation recognizes its retained interest in the asset and an associated liability for amounts 
it may have to pay. If the Corporation retains substantially all the risks and rewards of ownership 
of a transferred financial asset, the Corporation continues to recognize the financial asset and also 
recognizes a collateralized borrowing for proceeds received.

4.7 Financial liabilities

Financial liabilities are classified as either financial liabilities ‘at FVTPL’ or ‘other financial liabilities.

4.7.1 Classification

Accounts payable and accrued liabilities   Other liabilities

Defined benefit obligation   Other liabilities

4.7.2 liabilities at fVtpl

Financial liabilities are classified as FVTPL when the financial liability is either held for trading or it is 
designated as at FVTPL. The Corporation has not designated any non-derivative financial liabilities 
as held for trading or FVTPL.

Financial liabilities designated as held for trading are those non-derivative financial liabilities that 
the Corporation elects to designate on initial recognition as instruments that it will measure at fair 
value, netted against interest on investments. Historically, these are short-term liabilities when the 
recognition of interest would be immaterial. These are accounted for in the same manner as held 
for trading assets. 

4.7.3 other liabilities

Accounts payable and accrued liabilities and retirement benefit obligation are classified as ‘other 
liabilities’. Other liabilities are recorded at amortized cost using the effective interest method and 
include all financial liabilities, other than derivative instruments.

4.8 Effective interest method

The Corporation uses the effective interest method to recognize interest income or expense which 
includes transaction costs or fees, premiums or discounts earned or incurred for financial instruments.

The effective interest method is a method of calculating the amortized cost of a debt instrument 
and of allocating interest income over the relevant period. The effective interest rate is the rate that 
exactly discounts estimated future cash receipts (including all fees on points paid or received that 
form an integral part of the effective interest rate, transaction costs and other premiums or discounts)  
through the expected life of the debt instrument, or (where appropriate) a shorter period, to the net 
carrying amount on initial recognition.

4.9 Transaction Costs

Transaction costs are expensed as incurred for financial instruments classified as FVTPL.  
Transaction costs for financial assets classified as available-for-sale, loans and receivables, and 
other liabilities are netted against the carrying value of the asset or liability and are then recognized 
over the expected life of the instrument using the effective interest method.

4.10 Leasing

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the 
risks and rewards of ownership to the lessee. All other leases are classified as operating leases. The 
Corporation does not have finance leases.

Operating lease payments are recognized as an expense on a straight-line basis over the lease term.

 
Page 2402



 Deposit Guarantee Corporation of Manitoba

notes to ConsolidAted finAnCiAl stAtements
(in CAnAdiAn dollARs, unless otheRwise noted)

4.11 Employee benefits

4.11.1 Defined contribution plan

A defined contribution plan is a post-employment benefit plan under which an entity pays fixed 
contributions into a separate entity and will have no legal or constructive obligation to pay further 
amounts. Obligations for contributions to defined contribution pension plans are recognized as  
an employee benefit expense in net income in the periods during which services are rendered  
by employees. 

4.11.2 Defined benefit plan

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan. 
The Corporation’s net obligation is calculated by estimating the amount of future benefit that 
employees have earned in return for their service in the current and prior periods; that benefit is 
discounted to determine its present value. The rate used to discount post-employment benefit  
obligations is determined by reference to market yields at the end of the reporting period on  
high-quality corporate bonds. The calculation is performed annually by a qualified actuary using  
the projected unit credit method.

The Corporation recognizes all actuarial gains and losses arising from the defined benefit plan  
immediately in net income, and reports them in retained earnings.

4.11.3 termination benefits

Termination benefits are recognized as an expense when the Corporation is committed demonstrably,  
without realistic possibility of withdrawal, to a formal detailed plan to either terminate employment 
before the normal retirement date, or to provide termination benefits as a result of an offer made to 
encourage voluntary redundancy. If benefits are payable more than 12 months after the reporting 
period, then they are discounted to their present value.

4.11.4 short-term employee benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed 
as the related service is provided.

4.12 Provision for financial assistance to credit unions

The provision for financial assistance to credit unions is based on potential losses that may arise due to 
merger, liquidation arrangements, or dissolution. The provision is established based on an individual credit 
union’s probability of requirement for assistance and an assessment of the aggregate risk in the credit  
union systems.

4.13 Assets acquired from merger/dissolution of credit unions

Loans and real property acquired as a result of merger or dissolution proceedings are recorded at estimated 
net realizable value.

4.14 Taxation

Income tax expense represents the sum of the current tax and deferred tax. Tax is recognized as an expense 
or recovery in net income except to the extent that it relates to items that are recognized outside net income.

4.14.1 Current income tax

Current income tax is based on taxable income for the year. Taxable income differs from income as 
reported in the consolidated statements of comprehensive income because of items of income or 
expense that are taxable or deductible in other years and items that are never taxable or deductible. 
The Corporation’s current tax liabilities is measured at the amount expected to be paid to (recovered 
from) the taxation authorities using the tax rates that have been enacted or substantively enacted at 
the balance sheet date.
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4.14.2 Deferred tax

Deferred tax is the tax expected to be payable or recoverable on temporary differences between 
the carrying amounts of assets and liabilities in the financial statements and the corresponding tax 
bases used in the computation of taxable income. Deferred tax liabilities are generally recognized 
for all taxable temporary differences. Deferred tax assets are generally recognized for all deductible 
temporary differences to the extent that it is probable that taxable income will be available against 
which those deductible temporary differences can be utilized. 

Deferred tax liabilities are recognized for taxable temporary differences associated with investments 
in its subsidiary except where it is probable that the temporary difference will not reverse in the  
foreseeable future. Deferred tax assets arising from deductible temporary differences associated 
with such investments and interests are only recognized to the extent that it is probable that there 
will be sufficient taxable income against which to utilize the benefits of the temporary differences 
and they are expected to reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to 
the extent that it is no longer probable that sufficient taxable income will be available to allow all or 
part of the asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the  
period in which the liability is settled or the asset realised, based on tax rates (and tax laws) that 
have been enacted or substantively enacted by the end of the reporting period. The measurement 
of deferred tax liabilities and assets reflects the tax consequences that would follow from the manner  
in which the Corporation expects, at each balance sheet date, to recover or settle the carrying 
amount of its assets and liabilities.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current 
tax assets against current tax liabilities and when they relate to income taxes levied by the same taxation  
authority and the Corporation intends to settle its current tax assets and liabilities on a net basis.

4.15 New standards and interpretations not yet adopted

A number of new standards, and amendments to standards and interpretations, are not yet effective for the 
year ended December 31, 2011, and have not been applied in preparing these consolidated financial  
statements. None of these is expected to have a significant effect on the consolidated financial statements 
of the Corporation, except for IFRS 9 Financial Instruments, which becomes mandatory for the Corporation’s 
2015 consolidated financial statements and is expected to impact the classification and measurement of 
financial assets. The new standards applicable to the Corporation are described below.

IFRS 9 – Financial Instruments

The IASB tentatively approved the adoption of the proposed new IFRS 9, Financial Instruments standard to 
be effective January 1, 2015.

The new standard requires all financial assets to be classified on initial recognition at amortized cost or fair 
value while eliminating the existing categories of available-for-sale, held to maturity, and loans and receivables.

The new standard also requires:

•	 embedded derivatives to be assessed for classification together with their financial asset host;

•	 a single expected loss impairment method be used for financial assets; and

•	 amendments to the criteria for hedge accounting and measuring effectiveness

The full impact of IFRS 9 on the Corporation will be evaluated after the remaining stages of the IASB’s project 
to replace IAS 39: Financial Instruments – impairment methodology, hedge accounting, and asset and liability  
offsetting – are finalized. The Corporation continues to actively monitor developments in this area.

IFRS 13 – Fair Value

Effective January 1, 2013, the Corporation will adopt the guidance in IFRS 13, Fair Value Measurement  
for the measurement and disclosure of assets and liabilities held at fair value. The standard refines the  
measurement and disclosure requirements and aims to achieve consistency with other standard setters  
to improve the visibility to financial statement users.

The Corporation is currently evaluating the impact this standard will have on its financial statements when  
it becomes effective January 1, 2013.
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notes to ConsolidAted finAnCiAl stAtements
(in CAnAdiAn dollARs, unless otheRwise noted)

IAS 1 – Presentation of Financial Statements

Effective on January 1, 2013, the Corporation will adopt the guidance in the amended IAS 1, Presentation 
of Financial Statements. The amended standard includes requirements that other comprehensive income 
(OCI) be classified by nature and grouped between those items that will be reclassified subsequently to profit 
or loss (when specific conditions are met) and those that will not be reclassified. Other amendments include 
changes to discontinued operations and overall financial statement presentation.

The Corporation is evaluating the impact this standard will have on the presentation of its financial statements.

IAS 17 – Leases

The IASB issued an exposure draft proposing a new accounting model for leases where both lessees and 
lessors would record the assets and liabilities on the balance sheet at the present value of the lease payments  
arising from all lease contracts. The new classification would be the right-of-use model, replacing the  
operating and finance lease accounting models that currently exist.

The full impact of adoption of the proposed changes will be determined once the final lease standard is  
issued, which is proposed to be in 2012.

5.0 explanation of transition to ifrs

These are the Corporation’s first consolidated financial statements prepared in accordance with IFRS.

The accounting policies set out in note 4 have been applied in preparing the consolidated financial statements  
for the year ended December 31, 2011, the comparative information presented in these consolidated financial 
statements for the year ended December 31, 2010 and in the preparation of an opening IFRS consolidated  
statement of financial position at January 1, 2010 (the Corporation’s date of transition).

At transition to IFRS the Corporation applied IFRS 1 which requires the Corporation to reconcile retained earnings 
and accumulated other comprehensive income for prior periods presented. The adoption of IFRS has had no  
impact on the Corporation’s financial position, financial performance and cash flows. IFRS has resulted in a 
number of presentation changes to the Corporation’s consolidated financial statements. There were no accounting 
policy changes as a result of the transition to IFRS.

IFRS does not allow the use of hindsight to recreate or revise estimates and consequently the estimates previously 
made by the Corporation under the previous Canadian generally accepted accounting principles were not revised 
when converting to IFRS.

The following notes detail applicable options that were available to the Corporation during the transition to IFRS, 
under IFRS 1 First-time Adoption of IFRS.

5.1 Property and equipment

IFRS 1 permits the Corporation to measure an item of property or equipment at the date of transition to  
IFRS at its fair value and use that fair value as its deemed cost as that date. For subsequent measurement, 
IFRS permits the Corporation to either:

•	 depreciate the property or equipment over the estimated remaining useful life; or

•	 revalued at regular intervals, where changes in valuation are recognized through net income,  
 or other comprehensive income.

The Corporation elected not to use the exemption, permitting revaluation, under IFRS 1, resulting in no 
financial impact upon transition.

5.2 Leases

IFRS 1 permits the Corporation to apply transitional provisions of IFRS Interpretations Committee (“IFRIC”) 4  
Determining Whether an Arrangement Contains a Lease as at the date of transition. This allows the Corporation  
to determine only whether any existing arrangement at the date of transition to IFRS contains a lease, and if 
so, apply IAS 17 Leases from the inception of that arrangement. 
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The Corporation elected to use this exemption. No existing arrangements contained a lease, therefore no financial 
impact was experienced upon transition.

5.3 Employee benefits

IFRS 1 permits the Corporation to reset unamortized actuarial gains and losses to zero at the date of transition.  
This option was not applicable to the Corporation as all actuarial gains and losses had been recognized 
through net income at the date of transition. Therefore, no financial impact was experienced upon transition.

IFRS 1 permits the Corporation to disclose required notation for each accounting period prospectively from 
the transition date, rather than for the current and previous four periods. The Corporation elected to use  
this exemption. This exemption is specifically related to the aforementioned requirement. In the future the 
Corporation will prospectively disclose these notations as required.

6.0 Critical accounting judgments and key sources of estimation uncertainty

In the application of the Corporation’s accounting policies, which are described in note 4, management are required  
to make judgments, estimates and assumptions about the carrying amounts of assets and liabilities that are not 
readily apparent from other sources. The estimates and associated assumptions are based on historical experience 
and other factors that are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates 
are recognized in the period in which the estimate is revised if the revision affects only that period, or in the period 
of the revision and future periods if the revision affects both current and future periods.

6.1 Critical judgments in applying accounting policies

There are no critical judgments, apart from those involving estimations, that management has made in  
the process of applying the Corporation’s accounting policies and that have the most significant effect on  
the amounts recognized in the consolidated financial statements.

6.2 Key sources of estimation uncertainty

The following are the key assumptions concerning the future, and other key sources of estimation uncertainty  
at the end of the reporting period, that have a significant risk of causing a material adjustment to the carrying 
amounts of assets and liabilities within the next financial year.

6.2.1 provision for financial assistance to credit unions

6.2.1.1  individual provisions for credit union assistance

Individual provisions and contingencies for financial assistance are recognized in  
accordance with IFRS. The process defined below will be applied quarterly at minimum, 
and more frequently if required. Credit union analysis will consider:

•		 an	individual	credit	union’s	rating

•		 an	individual	credit	union’s	financial	strength,	including	capital	strength	to	absorb		
 potential losses and earning trends

•		 whether	a	credit	union	appears	to	have	appropriately	valued	assets

•		 whether	levels	of	collective	and	individual	allowances	appear	reasonable

•		 provisions	and	contingencies	related	to	assisted	mergers	and	arrangements

The Corporation has determined that there are no individual provisions for credit union 
assistance required. 

6.2.1.2  Collective provision for credit union assistance

The collective accrual for financial assistance is based on five-year, ten-year, and 
twenty-year averages of loss experience and other components that consider capital 
shortfalls and insufficient capital levels. This will include management’s judgment based 
on historical information and other factors.
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In addition, a collective provision may be deemed necessary based on the Corporation’s 
best estimate of current aggregate risk to the Corporation as determined by evaluating 
the following conditions:

•		 market	and	economic	conditions

•		 credit	union	analysis

•		 historic	loss	experience	

The Corporation has determined that there is no collective provision for credit union 
assistance required.

6.2.2 estimates of fair values

Financial instrument carrying value necessarily reflect the prevailing market and the liquidity  
premiums embedded within the market pricing methods the Corporation relies upon.

Fair values of marketable securities and other investments classified as available-for-sale are  
determined with reference to quoted market bid price primarily provided by third party independent 
pricing sources. Where prices are not quoted in a normally active market, fair values are determined  
by valuation models. The Corporation maximizes the use of observable input and minimizes the use 
of unobservable inputs when measuring fair value. The Corporation obtains quoted prices in active 
markets, when available, for identical assets at the balance sheet date to measure marketable  
securities and other investments at fair value.

7.0 Cash

Cash includes cash on hand, and in current accounts with Credit Union Central of Manitoba, RBC Dexia and  
Scotiabank. Cash at the end of the reporting period as shown in the statement of cash flows can be reconciled  
to the related items in the statement of financial position as follows:

as at December 31, December 31, January 1, 
 2011 2010 2010

Cash on hand 250 250 250

Credit Union Central of Manitoba 276,637 285,625 669,742

Scotiabank 909 770 461

RBC Dexia Investor Services  6,177  4,037  5,413

 283,973 290,682 675,866

8.0 Marketable securities

Marketable securities include term deposits with Credit Union Central of Manitoba, treasury bills, government 
bonds, and schedule 1 bank deposit notes. Marketable securities at the end of the reporting period as shown in  
the statement of cash flows can be reconciled to the related items in the statement of financial position as follows:

as at December 31, December 31, January 1, 
 2011 2010 2010

Term deposits 7,012,020 5,203,848 9,319,338

Treasury bills 3,868,885 - 644,863

Government bonds 161,466,753 137,232,424 116,562,436

Schedule 1 bank deposit notes  15,020,457  15,783,545  16,032,962

 187,368,115 158,219,817 142,559,599
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8.1 Assets pledged as security

Term deposits with Credit Union Central of Manitoba with a carrying amount of $5,000,000 (2010 – $5,000,000)  
have been pledged to secure an operating line of credit for the Corporation. The pledge agreement is renewed  
annually. The Corporation is not permitted to pledge these assets as security for other borrowings or to sell 
them to another entity.

9.0 assessments receivable

Assessments receivable are classified as ‘loans and receivables’ and therefore measured at amortized cost.

Assessments receivable refer to the outstanding balance, owed by credit unions, for the fourth quarter assessment, 
or any special assessment, charged by the Corporation. Outstanding balances are always paid within 31 days of the 
year end.

as at December 31, December 31, January 1, 
 2011 2010 2010

assessment receivable 3,827,753 3,545,168  3,040,289

10.0 prepaid expenses and other assets

Prepaid expenses and other assets are classified as ‘loans and receivables’ and therefore measured at  
amortized cost.

as at December 31, December 31, January 1, 
 2011 2010 2010

Prepaid office expenses 23,024 7,983 31,934

Prepaid occupancy expenses 22,171 19,914 36,853

Financial assistance repayment receivable - 455,523 -

Employee loans  2,528  6,071  7,043

 47,723 489,491 75,830

11.0 other investments

as at December 31, December 31, January 1, 
 2011 2010 2010

Credit Union Central of Manitoba shares, at cost 68,000 68,000 68,000

Concentra Trust shares, at cost  4,260  4,260  4,260

 72,260 72,260 72,260

These shares are not readily marketable, and there are no contractual or guaranteed rates of return on these 
investments. The yields earned on these shares have approximated rates earned by the Corporation on other 
investments, and in management’s opinion, fair value of the shares will not differ significantly from the above stated 
net book values. The credit risk inherent in the shares is considered to be insignificant. There are no intentions to 
dispose of these shares in the foreseeable future.

12.0 property and equipment

as at December 31, December 31, January 1, 
 2011 2010 2010

net carrying amounts of:

Automobiles 9,638 13,769 19,670

Furniture and equipment 80,919 88,347 63,258

Computer hardware 61,369 74,022 84,414

Leasehold improvements 114,948 167,234  8,235

 266,874 343,372 175,577
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  furniture Computer leasehold  
 automobiles & equipment hardware improvements total

Cost 

Balance at 
   January 1, 2010 30,378 125,841 337,603 181,544 675,366

Additions - 43,807 53,069 196,847 293,723

Retirements/Disposals   -   -  (74,162)   -  (74,162)

Balance at 
   December 31, 2010 30,378 169,648 316,510 378,391 894,927

Additions - 11,782 42,896 4,756 59,434

Retirements/Disposals   -  (1,390)  (8,618)   -  (10,008)

Balance at 
   December 31, 2011 30,378 180,040 350,788 383,147 944,353

  

  furniture & Computer leasehold  
 automobiles equipment hardware improvements  total

accumulated depreciation 

Balance at 
   January 1, 2010 10,708 62,583 253,189 173,309 499,789

Retirements/Disposals - - (74,162) - (74,162)

Depreciation expense  5,901 18,718  63,461  37,848 125,928

Balance at 
   December 31, 2010 16,609 81,301 242,488 211,157 551,555

Retirements/Disposals   -  (1,390)  (8,618)   -  (10,008)

Depreciation expense  4,131 19,210  55,549  57,042 135,932

Balance at 
   December 31, 2011 20,740 99,121 289,419 268,199 677,479

13.0 income taxes

13.1 Income tax recognized in net income

year ended December 31 2011 2010

Current tax

Current tax expense in respect of the current year 249,122 283,622

Adjustments recognized in the current year in relation 
   to the current tax of previous years   -   -

 249,122 283,622
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Deferred tax

Deferred tax expense recognized in the current year 169,856 (10,354)

Adjustments to deferred tax attributable to changes - - 
   in tax rates and laws

Write-downs (reversals of previous write-downs) of - - 
   deferred tax assets

 169,856  (10,354)

Total tax expense relating to continuing operations 418,978 273,268

The expense for the year can be reconciled to the accounting income as follows:

year ended December 31 2011 2010

Income from continuing operations 16,706,112 15,574,581

Income tax expense 2,004,733 1,856,490

Non-taxable credit union assessments (1,842,920) (1,749,685)

Benefit of losses realized on amalgamation (13,569) -

Non-deductible operating expenses 4,686 2,506

Change in income tax rates  (3,664)  (12,700)

  149,266  96,611

Adjustments recognized in the current year in relation to 
   the deferred tax of prior years  269,712  176,657

Income tax expense recognized in net income  418,978  273,268

The tax rate used for the 2011 and 2010 reconciliations above is the corporate rate of 12% and 11.92% 
respectively payable on taxable income under tax law in Manitoba.

13.2 Income tax recognized in other comprehensive income

year ended December 31 2011 2010

Deferred tax 

Fair value re-measurement of available-for-sale financial assets 962,390 28,302

Total income tax recognized in other comprehensive income 962,390 28,302

13.3 Current tax assets and liabilities

as at December 31, 2011 December 31, 2010 January 1, 2010

Current tax assets 

Tax refund receivable 54,350 30,754   -

Current tax liability 

Income tax payable   -   - (62,558)

 54,350 30,754 (62,558)
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13.4 Deferred tax balances

The following is the analysis of deferred tax assets/(liabilities) presented in the consolidated statement of 
financial position:

as at December 31, 2011 December 31, 2010 January 1, 2010

Deferred tax assets   43,000 47,054   36,700

Deferred tax liabilities (1,150,664)  (188,274) (160,242)

 (1,107,664) (141,220)  (123,542)

 opening recognized recognized acquisitions/ Closing 
2010 balance in net income  in oCi  disposals balance

Deferred tax assets/ 
(liabilities) in relation to: 

Property and equipment 4,700 (1,327) - - 3,373

Retirement allowance 32,000 11,681 - - 43,681

AFS financial assets (160,242) 13,070 (41,102) - (188,274)

Other   -   -   -   -   -

 (123,542)  23,424 (41,102)   -   -

Tax losses - - - - -

Other   -   -   -   -   -

 (123,542)  23,424 (41,102)   - (141,220)

 opening recognized recognized acquisitions/ Closing 
2011 balance in net income  in oCi  disposals balance

Deferred tax assets/ 
(liabilities) in relation to: 

Property and equipment 3,373 4,334 - - 7,707

Retirement allowance 43,681 (8,388) - - 35,293

AFS financial assets (188,274) (165,812) (796,578) - (1,150,664)

Other   -   -   -   -   -

 (141,220) (169,866) (796,578)   - (1,107,664)

Tax losses - - - - -

Other   -   -   -   -   -

 (141,220) (169,866) (796,578)   - (1,107,664)
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14.0 accounts payable and accrued liabilities

Accounts payable and accrued liabilities are classified as ‘other liabilities’ and therefore measured at amortized cost.

Accounts payable refers to trades payable and insured savings accounts. Trades payable are outstanding invoices 
to vendors, payable upon receipt. Insured savings accounts are deposits acquired through mergers of credit 
unions. Accrued liabilities refer to obligations to vendors where no invoice has been received.

as at December 31, 2011 December 31, 2010 January 1, 2010

Accounts payable 18,140 35,778 75,055

Insured savings accounts 29,031 37,031 39,031

Accrued liabilities 211,194 299,337 222,923

 258,365 372,146 337,009

15.0 post employment plans

15.1 Defined contribution plans

The Corporation contributes to two defined contribution retirement benefit plans for all qualifying employees. 
The benefit plans are operated by the Co-operative Superannuation Society and Great-West Life Assurance 
Company. The Corporation is required to match employee’s contributions of a specified percentage of payroll 
costs to the benefit plans. The only obligation of the Corporation with respect to the retirement benefit plan is 
to make specified contributions.

The total expense recognized in the income statement of $121,513 (2010: $110,415) represents contributions  
payable to these plans by the Corporation at rates specified in the rules of the plans. As at December 31, 2011,  
all contributions due in respect of the 2011(2010) reporting period had been paid over to the plans. 

15.2 Defined benefit plan

The Corporation operates an unfunded defined benefit plan for qualifying employees. Under the plan,  
employees are entitled to retirement benefits varying between 17% and 50% of final salary on attainment  
of a retirement age of 55. No other post-retirement benefits are provided to these employees.

The most recent actuarial valuation of the defined benefit obligation was carried out at December 31, 2011 
by Eckler Ltd. consultants and actuaries. The present value of the defined benefit obligation, and related  
current service cost and past service cost, were measured using the Projected Unit Credit Method.

The Corporation does not hold plan assets to offset the obligation created through the actuarial valuation. 
The annual variance in the valuation is recorded as a salary expense within operating expenses, and is 
included in the consolidated statement of financial position.

The principal assumptions used for the purposes of the actuarial valuations were as follows:

Valuation at December 31 2011 2010

Discount rate(s) 4.1% 4.7%

Expected rate(s) of salary increase 4.5% 4.5%

Assumed retirement age 62 62

Amounts recognized in net income in respect to this defined benefit plan are as follows:

year ended December 31 2011 2010

Current service cost 36,580 32,050

Actuarial losses recognized in the year 13,690 4,551

Past service costs - 82,026

Interest costs 11,120  13,821

 61,390 132,448
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The expense for the year is included in salaries and employee benefits in the schedule of consolidated 
operating expenses.

The amount included in the statement of financial position arising from the Corporation’s obligation in  
respect of its defined benefit plans is the present value of the unfunded defined benefit obligation.

Movements in the present value of the defined benefit obligation in the current period were as follows:

year ended December 31 2011 2010

Opening benefit obligation 397,098 264,650

Current service cost 36,580 32,050

Actuarial losses recognized in the year 13,690 4,551

Past service costs - 82,026

Interest costs 11,120 13,821

Benefits paid (165,038)   -

Closing defined benefit obligation 293,450 397,098

16.0 Contingent liabilities

The Corporation guaranteed $18.778 billion (2010: $16.198 billion) in credit union deposits at the end of the  
current year. Based on its ongoing monitoring procedures, the Corporation has concluded that a provision for  
such contingencies does not need to be established at this time.

17.0 revenue

year ended December 31 2011 2010

revenue

 Regular assessments 15,311,011 14,180,669

 Financial assistance repayments  46,655  502,001

  15,357,666 14,682,670

investment revenue

 Interest income 29,231 28,688

 Available-for-sale investments 4,731,059 4,210,247

 Realized gains and losses on disposal of marketable securities 597,361 549,998

 Dividends received   3,943   2,215

   5,361,594  4,791,148

  20,719,260 19,473,818
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18.0 expenses

18.1 Operating expense

An analysis of the Corporation’s operating expenses from continuing operations can be found in the Schedule  
of Consolidated Operating Expenses.

18.2 Credit union merger expense

This expense represents operating costs for T.S.F. Holdings Limited. The following is an analysis of the 
expense from continuing operations.

year ended December 31 2011 2010

Professional services 1,286 1,987

Insured savings premiums 2,433 3,131

 3,719 5,118

19.0 financial instruments

19.1 Significant accounting policies

Details of the significant accounting policies and methods adopted (including criteria for recognition, the  
basis for measurement, and the basis for recognition of income and expenses), for each class of financial 
asset and financial liability are disclosed in notes 4.6 and 4.7 of the financial statements.

19.2 Class disclosure

The following is the disclosure of financial assets by class.

as at December 31, 2011 December 31, 2010 January 1, 2010

loans and receivables

 Cash 283,973 290,682 675,866

 Assessments receivable 3,827,753 3,545,168 3,040,289

 Prepaid expenses and other assets   47,723  489,491   75,830

  4,159,449  4,325,341  3,791,985

available-for-sale

 Marketable securities 187,368,115 158,219,817 142,559,599

 Other investments   72,260  72,260   72,260

  187,440,375 158,292,077 142,631,859

  191,599,824 162,617,418 146,423,844

The following is the disclosure of financial liabilities by class.

as at December 31, 2011 December 31, 2010 January 1, 2010

other liabilities

 Accounts payable and accrued liabilities 258,365 372,146 337,009

 Defined benefit obligation 293,450 397,098 264,650

  551,815 769,244 601,659
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19.3 Capital risk management

The Corporation manages its capital to maintain a capital structure that provides the flexibility to provide 
liquidity to support its obligation to guarantee deposits in credit unions. 

The capital structure consists of Corporation equity. In order to maintain or adjust its capital structure,  
the Corporation has a $5,000,000 line of credit agreement with Credit Union Central of Manitoba.

The Corporation’s capital management objectives are unchanged from the last reporting period. The  
Corporation has set an equity target of 1% of deposits in credit unions by December 31, 2017. This equity 
target has been approved by the Superintendent of the Financial Institutions. The Board of Directors reviews 
the Corporation’s equity position annually to ensure progress towards the 2017 equity target. Where the 
aggregate shortfall of credit union capital exceeds one-sixteenth of one percent of total deposits and accrued 
interest, the Corporation shall, within the ensuing year, increase its capital above the annual target to offset 
the shortfall.

19.4 Financial risk management

The Corporation is exposed to risks of varying degrees of significance which could affect its ability to support 
its obligation to guarantee deposits at credit unions. The main objectives of the Corporation’s risk management  
processes are to ensure that risks are properly identified and that the capital base is adequate in relation to 
these risks. The principal financial risks to which the Corporation is exposed include interest rate risk, credit 
risk, and liquidity risk.

The Corporation seeks to minimize the effects of these risks by utilizing a conservative investment policy. 
The investment policy contains written principles, addressing interest rate risk, credit risk, and liquidity risk. 
Compliance with policy is monitored by the external investment manager on a continuous basis.

The Finance department reports quarterly to the Board of Directors on policy compliance and risk exposures.

19.4.1 interest rate risk management

The Corporation is exposed to fluctuations in interest rates that could affect the cash flows from 
term deposits and marketable securities at the time of maturity and reinvestment of individual 
instruments. These fluctuations could affect the fair values of financial assets and liabilities, and  
the Corporation’s ability to support its obligation to guarantee deposits in credit unions. 

To mitigate the interest rate risk, the Corporation’s investment policy restricts the duration of the 
portfolio to within plus or minus one year of the blended duration of:

•	 DEX Short Term Government Bond Index 90%

•	 DEX Real Return Bond Index   10%

The Corporation may use derivative financial instruments to manage interest rate risk. No derivative 
financial instruments were used during the year.

19.4.1.1 interest revenue on investments by classification

year ended December 31 2011 2010

financial assets

Loans and receivables 29,231 28,688

Available-for-sale 4,731,059 4,210,247

 4,760,290 4,238,935

financial liabilities

There are no interest costs on financial liabilities.

20
11

 f
in

an
Ci

al
 s

ta
te

M
en

ts

 
Page 2415



36 Deposit Guarantee Corporation of Manitoba Deposit Guarantee Corporation of Manitoba            

19.4.1.2 interest rate sensitivity analysis

 The sensitivity analyses below have been determined based on the exposure to  
interest rates for financial instruments at the end of the reporting period. A 50 basis 
point increase or decrease is used when reporting interest rate risk internally to key  
management personnel and represents management’s assessment of the possible 
change in interest rates.

 If interest rates had been 50 basis points higher/lower and all other variables were held 
constant, the Corporation’s:

•	 net	income	for	the	year	ended	31	December	2011	would	increase/decrease	by	
$39,605/$39,641 (2010: decrease/increase by $89,287/$88,395). This is mainly  
attributable to the Corporation’s exposure to interest rates on maturing investments; and

•	 other	comprehensive	income	for	the	year	would	decrease/increase	by	$3,546,846	
(2010: decrease/increase by $2,818,523) mainly as a result of the changes in the 
fair value of available-for-sale fixed rate instruments.

 The Corporation’s sensitivity to interest rates has increased during the current period, 
mainly due to the increase in the size of the portfolio.

19.4.2 Credit risk management

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in  
a financial loss to the Corporation. The Corporation’s exposure to credit risk consists principally of:

•	 fixed income securities with federal, provincial, and municipal governments, and schedule 1 banks;

•	 term deposits placed with Credit Union Central of Manitoba; and

•	 assessments receivable from credit unions.

Measures are taken to mitigate each exposure to credit risk.

•	 The Corporation’s investment policy only permits holding marketable securities of counterparties  
with an investment grade rating of at least A(low), or its equivalent. This information is supplied 
by independent rating agencies.

•	 The Corporation’s policy is to limit investments in Credit Union Central of Manitoba, to those, 
pledged as security for the line of credit agreement ($5,000,000 as at December 31, 2011).

•	 The Corporation monitors the financial strength of individual credit unions on a monthly basis.

Historically, the Corporation has not experienced any bad debts related to any of these  
counterparties.

The table below shows the credit risk exposure, by credit rating, at the end of the reporting period 
using DBRS’ credit rating symbols.

as at December 31, 2011 December 31, 2010 January 1, 2010

Credit rating

AAA 125,718,572 70,854,264 93,084,112

AA 45,608,421 58,834,116 24,737,914

A  10,930,235  23,327,589  13,282,697

 182,257,228 153,015,969 131,104,723

unrated

Credit Union Central of Manitoba  5,110,887  5,203,848  11,454,876

 187,368,115 158,219,817 142,559,599
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The table below shows the credit risk exposure, by issuer, at the end of the reporting period.

as at December 31, 2011 December 31, 2010 January 1, 2010

Government 165,335,637 137,232,424 117,207,299

Corporate   22,032,478   20,987,393   25,352,300

 187,368,115 158,219,817 142,559,599

19.4.3 liquidity risk management

Liquidity risk is the risk of having insufficient financial resources to meet the Corporation’s cash and 
funding requirements in support of the guarantee of deposits at credit unions. The Corporation’s 
approach to manage its liquidity risk is to ensure, as far as possible, that it will have cash, demand 
and term deposits and marketable securities which meet its annual capital target. 

•	 Management expects that the Corporation’s principal sources of funds will be cash generated 
from credit union regular assessments and interest earned on its investments to support its 
financial obligation to guarantee deposits at credit unions. 

•	 A $5,000,000 line of credit is secured with Credit Union Central of Manitoba to meet any  
short-term shortfall in regular assessments and interest earned.

•	 In the event that the investment portfolio must be drawn upon, Corporate policy is that all  
investments are easily disposable in the secondary bond market.

The following table details the Corporation’s expected maturity for its financial assets and financial 
liabilities. The table has been drawn up based on the undiscounted contractual maturities of  
the financial assets and financial liabilities including interest that will be earned on those assets  
and liabilities.

as at December 31, 2011 December 31, 2010 January 1, 2010

financial assets

Less than three months 4,874,004 20,002,794 4,367,801

Three to six months 4,647,586 - 1,015,626

Six months to one year 5,157,063 7,223,393 -

One to five years 156,044,072 116,552,874 124,215,112

Over five years  16,929,363  14,731,438  13,636,926

Total interest sensitive assets 187,652,088 158,510,499 143,235,465

financial liabilities 
There are no interest sensitive liabilities.
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19.4.4 fair value of financial instruments

19.4.4.1 fair value of financial instruments carried at amortized cost

 The Corporation considers that the carrying amounts of financial assets and financial  
liabilities recognized at amortized cost in the financial statements approximate their  
fair values.

19.4.4.2 Valuation techniques and assumptions applied for the purposes of measuring fair value

 The Corporation has categorized its assets and liabilities that are carried at fair value on 
a recurring basis, based on the priority of the inputs to the valuation techniques used to 
measure fair value, into a three level fair value hierarchy. Financial assets and liabilities 
measured at fair value on a recurring basis on the balance sheet are categorized as follows:

 Level 1: Fair value is based on unadjusted quoted bid prices for identical assets or  
liabilities in an active market.

 Level 2: Fair value is based on quoted bid prices for similar assets or liabilities in active 
markets, valuation that is based on significant observable inputs or inputs that are 
derived principally from or corroborated with observable market data through correlation 
or other means. The types of assets and liabilities classified as Level 2 generally include 
Government of Canada bonds, Province of Manitoba bonds, other provincial government 
bonds, municipal bonds, and Schedule I Chartered Bank Deposit Notes.

 Level 3: Fair value is based on valuation techniques that require one or more of significant  
unobservable inputs or the use of broker quotes. These unobservable inputs reflect the 
Corporation’s assumptions about the assumptions market participants would use in  
pricing the asset or liability.

 The following table presents the Corporation’s assets and liabilities that are carried at fair 
value on a recurring basis.

as at December 31, 2011 level 1 level 2 level 3 total

assets 

Cash 283,973 - - 283,973

Marketable securities - 187,368,115 - 187,368,115

Other investments   -    - 72,260   72,260

Total assets measured at fair 
   value on a recurring basis 283,973 187,368,115 72,260 187,724,348

liabilities 
There are no liabilities carried at fair value on a recurring basis.
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20.0 related party transactions

Balances and transactions between the Corporation and its subsidiary, T.S.F. Holdings Limited, which is a related 
party of the Corporation, have been eliminated on consolidations and are not disclosed in this note. 

20.1 Loans to related parties

as at December 31, 2011 December 31, 2010 January 1, 2010

Loans to key management personnel  - 518 287

  - 518 287

Key management personnel are defined as the Chief Executive Officer, Chief Risk Officer, Chief Financial 
Officer, and Chief Operations Officer.

The Corporation provides interest free loans to employees for:

•	 medical equipment not covered under the insured benefits package and necessary for effective  
performance of their duties.

•	 computer equipment for the employee’s own use and consistent with the technology utilized by  
the Corporation.

The maximum loan size is $7,500, repayable by payroll deduction over a maximum period of three years.

20.2 Compensation of key management personnel

The remuneration of key management personnel is determined by the Board of Directors. The remuneration 
of key management personnel during the year was as follows:

year ended December 31  2011 2010

Salaries  603,970 615,695

Short-term benefits  10,359 17,522

Post-employment benefits  58,441 59,800

Other long-term benefits    -   -

  672,770 693,017

20.3 Board members’ remuneration and expenses

The remuneration of the Board of Directors is determined by the Lieutenant Governor in Council. The  
remuneration of board members during the year was as follows:

year ended December 31  2011 2010

Board member remuneration  120,655 114,048

Expenses   45,105  47,501

  165,760 161,549
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21.0 operating lease arrangements

21.1 Lease arrangements

The Corporation is the lessee on an operating lease related to a five-year agreement for office space. This 
agreement represents the second renewal, expiring on December 31, 2013. There are no further renewal 
options available on this agreement.

The Corporation is the lessee on operating leases related to four-year agreements for corporate vehicles.  
Both leases expire January 31, 2012. The Corporation has the option to purchase the leased vehicles.

21.2 Payments recognized as an expense.

The Corporation recognized $136,341 (2010: $145,458) in lease payments for the year.

21.3 Non-cancellable operating lease commitments

  2011 2010

No later than one year  122,655 136,341

Later than one year and not later than five years  125,681  248,336

Later than five years    -   -

  248,336 384,677

No liabilities have been recognized in respect of non-cancellable operating lease commitments.
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 Deposit Guarantee Corporation of Manitoba

sChedule of ConsolidAted opeRAting eXpenses
(in CAnAdiAn dollARs)

year enDeD DeCeMber 31  2011  2010

Salaries and employee benefits 2,430,823 2,258,636

Contract staff 18,393 28,990

Credit Union Central of Manitoba – program funding 241,281 233,125

Staff travel 170,828 162,619

Staff training 70,257 63,264

Occupancy 241,279 243,306

Office 163,942 122,473

Professional services 88,492 115,148

Investment management fees 207,544 236,988

Special projects 54,381 135,366

Board members’ remuneration and expenses (Note 20) 165,760 161,549

Depreciation    135,932    125,928

 3,988,912 3,887,392

Bonding administration expense      20,517        6,727

 4,009,429 3,894,119
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so
ci

at
ed

 w
ith

 th
e 

bo
rr

ow
in

g 
of

 fu
nd

s.
 T

he
 C

or
po

ra
tio

n 
ca

pi
ta

liz
ed

 b
or

ro
w

in
g 

co
st

s 
fo

r a
ll 

qu
al

ify
in

g 
as

se
ts

 w
he

re
 

co
ns

tr
uc

tio
n 

co
m

m
en

ce
d 

on
 o

r a
ft

er
 th

e 
IF

R
S 

op
en

in
g 

co
ns

ol
id

at
ed

 s
ta

te
m

en
t o

f fi
 n

an
ci

al
 p

os
iti

on
 o

f A
pr

il 
1,

 2
0

10
.

D
ep

re
ci

at
io

n 
is

 c
ha

rg
ed

 to
 th

e 
co

ns
ol

id
at

ed
 s

ta
te

m
en

t o
f n

et
 in

co
m

e,
 c

om
pr

eh
en

si
ve

 in
co

m
e 

an
d 

eq
ui

ty
 b

as
ed

 o
n 

co
st

, l
es

s 

es
tim

at
ed

 re
si

du
al

 v
al

ue
, o

n 
a 

st
ra

ig
ht

-li
ne

 b
as

is
 o

ve
r t

he
 e

st
im

at
ed

 u
se

fu
l l

ife
 o

f t
he

 a
ss

et
 a

s 
fo

llo
w

s:

Fu
rn

itu
re

 a
nd

 e
qu

ip
m

en
t 

3-
5 

ye
ar

s

G
am

in
g 

eq
ui

pm
en

t 
5-

8
 y

ea
rs

As
se

ts
 re

la
te

d 
to

 F
irs

t N
at

io
ns

 C
as

in
os

 
5-

7 
ye

ar
s

Pa
rk

in
g 

lo
ts

 a
nd

 ro
ad

s 
15

 y
ea

rs

M
aj

or
 b

ui
ld

in
g 

co
m

po
ne

nt
s 

10
-5

0
 y

ea
rs

B
ui

ld
in

g 
st

ru
ct

ur
es

 
50

 y
ea

rs

Th
e 

as
se

ts
’ r

es
id

ua
l v

al
ue

s,
 u

se
fu

l l
iv

es
 a

nd
 m

et
ho

ds
 o

f d
ep

re
ci

at
io

n 
ar

e 
re

vi
ew

ed
 a

t e
ac

h 
fi s

ca
l y

ea
r-

en
d 

an
d 

ar
e 

ad
ju

st
ed

 

pr
os

pe
ct

iv
el

y,
 if

 a
pp

ro
pr

ia
te

.

An
 it

em
 o

f p
ro

pe
rt

y 
an

d 
eq

ui
pm

en
t i

s 
de

re
co

gn
iz

ed
 u

po
n 

di
sp

os
al

 o
r w

he
n 

no
 fu

tu
re

 e
co

no
m

ic
 b

en
efi

 t
s 

ar
e 

ex
pe

ct
ed

 fr
om

 

its
 u

se
 o

r d
is

po
sa

l. 
An

y 
ga

in
 o

r l
os

s 
ar

is
in

g 
on

 d
er

ec
og

ni
tio

n 
of

 th
e 

as
se

t i
s 

in
cl

ud
ed

 in
 th

e 
co

ns
ol

id
at

ed
 s

ta
te

m
en

t o
f n

et
 

in
co

m
e,

 c
om

pr
eh

en
si

ve
 in

co
m

e 
an

d 
eq

ui
ty

 w
he

n 
th

e 
as

se
t i

s 
de

re
co

gn
iz

ed
.

(i)
 L

ea
se

s

Th
e 

de
te

rm
in

at
io

n 
of

 w
he

th
er

 a
n 

ar
ra

ng
em

en
t i

s,
 o

r c
on

ta
in

s,
 a

 le
as

e 
is

 b
as

ed
 o

n 
th

e 
su

bs
ta

nc
e 

of
 th

e 
ar

ra
ng

em
en

t a
t 

in
ce

pt
io

n 
da

te
 b

as
ed

 o
n 

w
he

th
er

 fu
lfi 

llm
en

t o
f t

he
 a

rr
an

ge
m

en
t i

s 
de

pe
nd

en
t o

n 
th

e 
us

e 
of

 a
 s

pe
ci

fi c
 a

ss
et

 o
r a

ss
et

s 
or

 th
e 

ar
ra

ng
em

en
t c

on
ve

ys
 a

 ri
gh

t t
o 

us
e 

th
e 

as
se

t.

Le
as

es
 w

hi
ch

 tr
an

sf
er

 to
 th

e 
Co

rp
or

at
io

n 
su

bs
ta

nt
ia

lly
 a

ll 
th

e 
ris

ks
 a

nd
 re

w
ar

ds
 o

f o
w

ne
rs

hi
p 

ar
e 

cl
as

si
fi e

d 
as

 fi 
na

nc
e 

le
as

es
. 

U
po

n 
in

iti
al

 re
co

gn
iti

on
 th

e 
le

as
ed

 a
ss

et
 is

 m
ea

su
re

d 
at

 a
n 

am
ou

nt
 e

qu
al

 to
 th

e 
lo

w
er

 o
f i

ts
 fa

ir 
va

lu
e 

an
d 

th
e 

pr
es

en
t v

al
ue

 

of
 th

e 
m

in
im

um
 le

as
e 

pa
ym

en
ts

. L
ea

se
 p

ay
m

en
ts

 a
re

 a
pp

or
tio

ne
d 

be
tw

ee
n 

fi n
an

ce
 c

ha
rg

es
 a

nd
 a

 re
du

ct
io

n 
of

 th
e 

le
as

e 

lia
bi

lit
y 

so
 a

s 
to

 a
ch

ie
ve

 a
 c

on
st

an
t r

at
e 

of
 in

te
re

st
 o

n 
th

e 
re

m
ai

ni
ng

 b
al

an
ce

 o
f t

he
 li

ab
ili

ty
. F

in
an

ce
 c

ha
rg

es
 a

re
 re

co
gn

iz
ed

 

in
 th

e 
co

ns
ol

id
at

ed
 s

ta
te

m
en

t o
f n

et
 in

co
m

e,
 c

om
pr

eh
en

si
ve

 in
co

m
e 

an
d 

eq
ui

ty
.

Su
bs

eq
ue

nt
 to

 in
iti

al
 re

co
gn

iti
on

, t
he

 le
as

ed
 a

ss
et

 is
 a

cc
ou

nt
ed

 fo
r i

n 
ac

co
rd

an
ce

 w
ith

 th
e 

ac
co

un
tin

g 
po

lic
y 

ap
pl

ic
ab

le
 to

 

th
at

 a
ss

et
. L

ea
se

d 
as

se
ts

 a
re

 d
ep

re
ci

at
ed

 o
ve

r t
he

 s
ho

rt
er

 o
f t

he
 e

st
im

at
ed

 u
se

fu
l l

ife
 a

nd
 th

e 
le

as
e 

te
rm

.

O
th

er
 le

as
es

 a
re

 c
la

ss
ifi 

ed
 a

s 
op

er
at

in
g 

le
as

es
 a

nd
 th

e 
le

as
ed

 a
ss

et
s 

ar
e 

no
t r

ec
og

ni
ze

d 
on

 th
e 

Co
rp

or
at

io
n’

s 
co

ns
ol

id
at

ed
 

st
at

em
en

t o
f fi

 n
an

ci
al

 p
os

iti
on

. O
pe

ra
tin

g 
le

as
e 

pa
ym

en
ts

 a
re

 re
co

gn
iz

ed
 a

s 
an

 e
xp

en
se

 in
 th

e 
co

ns
ol

id
at

ed
 s

ta
te

m
en

t o
f 

ne
t i

nc
om

e,
 c

om
pr

eh
en

si
ve

 in
co

m
e 

an
d 

eq
ui

ty
 o

n 
a 

st
ra

ig
ht

-li
ne

 b
as

is
 o

ve
r t

he
 te

rm
 o

f t
he

 le
as

e.

(g
) F

in
an

ci
al

 in
st

ru
m

en
ts

U
po

n 
in

iti
al

 re
co

gn
iti

on
 th

e 
Co

rp
or

at
io

n 
de

si
gn

at
es

 it
s 

fi n
an

ci
al

 a
ss

et
s 

as
 fa

ir 
va

lu
e 

th
ro

ug
h 

pr
ofi

 t
 a

nd
 lo

ss
 o

r l
oa

ns
 a

nd
 

re
ce

iv
ab

le
s 

an
d 

its
 fi 

na
nc

ia
l l

ia
bi

lit
ie

s 
as

 o
th

er
 fi 

na
nc

ia
l l

ia
bi

lit
ie

s.
 A

ll 
fi n

an
ci

al
 in

st
ru

m
en

ts
 a

re
 in

iti
al

ly
 m

ea
su

re
d 

at
 fa

ir 
va

lu
e 

pl
us

 d
ire

ct
ly

 a
tt

rib
ut

ab
le

 tr
an

sa
ct

io
n 

co
st

s.

Th
e 

Co
rp

or
at

io
n’

s 
fi n

an
ci

al
 a

ss
et

s 
in

cl
ud

e 
ca

sh
 a

nd
 tr

ad
e 

an
d 

ot
he

r r
ec

ei
va

bl
es

. T
he

 C
or

po
ra

tio
n’

s 
fi n

an
ci

al
 li

ab
ili

tie
s 

in
cl

ud
e 

tr
ad

e 
an

d 
ot

he
r p

ay
ab

le
s,

 p
ay

ab
le

 to
 th

e 
Pr

ov
in

ce
 o

f M
an

ito
ba

 a
nd

 lo
ng

-t
er

m
 d

eb
t.

(i
) 

F
a
ir

 v
a
lu

e
 t

h
ro

u
g
h

 p
ro

fi 
t 

a
n

d
 l
o
ss

Ca
sh

 is
 c

la
ss

ifi 
ed

 a
s 

fa
ir 

va
lu

e 
th

ro
ug

h 
pr

ofi
 t

 a
nd

 lo
ss

 a
nd

 is
 m

ea
su

re
d 

at
 fa

ir 
va

lu
e.

 A
ny

 g
ai

ns
 o

r l
os

se
s 

ar
is

in
g 

on
 th

e 

re
va

lu
at

io
n 

to
 fa

ir 
va

lu
e 

ar
e 

re
co

rd
ed

 in
 th

e 
co

ns
ol

id
at

ed
 s

ta
te

m
en

t o
f n

et
 in

co
m

e,
 c

om
pr

eh
en

si
ve

 in
co

m
e 

an
d 

eq
ui

ty
.

(i
i)
 

L
o
a
n

s 
a
n

d
 r

e
ce

iv
a
b
le

s

Tr
ad

e 
an

d 
ot

he
r r

ec
ei

va
bl

es
 a

re
 c

la
ss

ifi 
ed

 a
s 

lo
an

s 
an

d 
re

ce
iv

ab
le

s 
w

hi
ch

 a
re

 n
on

-d
er

iv
at

iv
e 

fi n
an

ci
al

 a
ss

et
s 

w
ith

 fi 
xe

d 

or
 d

et
er

m
in

ab
le

 p
ay

m
en

ts
 th

at
 a

re
 n

ot
 q

uo
te

d 
in

 a
n 

ac
tiv

e 
m

ar
ke

t.
 A

ft
er

 in
iti

al
 m

ea
su

re
m

en
t,

 th
es

e 
fi n

an
ci

al
 a

ss
et

s 
ar

e 

su
bs

eq
ue

nt
ly

 m
ea

su
re

d 
at

 a
m

or
tiz

ed
 c

os
t u

si
ng

 th
e 

ef
fe

ct
iv

e 
in

te
re

st
 ra

te
 m

et
ho

d,
 le

ss
 im

pa
irm

en
t.

 A
ny

 g
ai

ns
 o

r l
os

se
s 

an
d 

an
y 

lo
ss

es
 a

ris
in

g 
fr

om
 im

pa
irm

en
t a

re
 re

co
gn

iz
ed

 in
 th

e 
co

ns
ol

id
at

ed
 s

ta
te

m
en

t o
f n

et
 in

co
m

e,
 c

om
pr

eh
en

si
ve

 

in
co

m
e 

an
d 

eq
ui

ty
.

(i
ii
) 

O
th

e
r 

fi 
n

a
n

ci
a
l 
li
a
b
il
it

ie
s

Af
te

r i
ni

tia
l r

ec
og

ni
tio

n,
 o

th
er

 fi 
na

nc
ia

l l
ia

bi
lit

ie
s 

ar
e 

su
bs

eq
ue

nt
ly

 m
ea

su
re

d 
at

 a
m

or
tiz

ed
 c

os
t u

si
ng

 th
e 

ef
fe

ct
iv

e 

in
te

re
st

 ra
te

 m
et

ho
d.

 A
ny

 g
ai

ns
 o

r l
os

se
s 

ar
e 

re
co

gn
iz

ed
 in

 th
e 

co
ns

ol
id

at
ed

 s
ta

te
m

en
t o

f n
et

 in
co

m
e,

 c
om

pr
eh

en
si

ve
 

in
co

m
e 

an
d 

eq
ui

ty
.

A 
fi n

an
ci

al
 a

ss
et

 is
 d

er
ec

og
ni

ze
d 

w
he

n 
th

e 
rig

ht
s 

to
 re

ce
iv

e 
ca

sh
 fl 

ow
s 

fr
om

 th
e 

as
se

t h
av

e 
ex

pi
re

d 
or

 th
e 

Co
rp

or
at

io
n 

ha
s 

tr
an

sf
er

re
d 

its
 ri

gh
ts

 to
 re

ce
iv

e 
ca

sh
 fl 

ow
s 

fr
om

 th
e 

as
se

t.
 

A 
fi n

an
ci

al
 li

ab
ili

ty
 is

 d
er

ec
og

ni
ze

d 
w

he
n 

th
e 

ob
lig

at
io

n 
un

de
r t

he
 li

ab
ili

ty
 is

 d
is

ch
ar

ge
d 

or
 c

an
ce

lle
d 

or
 e

xp
ire

s.
 W

he
n 

an
 

ex
is

tin
g 

fi n
an

ci
al

 li
ab

ili
ty

 is
 re

pl
ac

ed
 b

y 
an

ot
he

r f
ro

m
 th

e 
sa

m
e 

le
nd

er
 o

n 
su

bs
ta

nt
ia

lly
 d

iff
er

en
t t

er
m

s,
 o

r t
he

 te
rm

s 
of

 a
n 

ex
is

tin
g 

fi n
an

ci
al

 li
ab

ili
ty

 a
re

 s
ub

st
an

tia
lly

 m
od

ifi 
ed

, s
uc

h 
an

 e
xc

ha
ng

e 
or

 m
od

ifi 
ca

tio
n 

is
 tr

ea
te

d 
as

 a
 d

er
ec

og
ni

tio
n 

of
 th

e 

or
ig

in
al

 li
ab

ili
ty

 a
nd

 th
e 

re
co

gn
iti

on
 o

f a
 n

ew
 li

ab
ili

ty
. A

ny
 d

iff
er

en
ce

 in
 th

e 
re

sp
ec

tiv
e 

ca
rr

yi
ng

 a
m

ou
nt

s 
of

 th
e 

fi n
an

ci
al

 

lia
bi

lit
y 

is
 re

co
gn

iz
ed

 in
 th

e 
co

ns
ol

id
at

ed
 s

ta
te

m
en

t o
f n

et
 in

co
m

e,
 c

om
pr

eh
en

si
ve

 in
co

m
e 

an
d 

eq
ui

ty
.

(h
) P

ro
pe

rt
y 

an
d 

eq
ui

pm
en

t

Pr
op

er
ty

 a
nd

 e
qu

ip
m

en
t i

s 
st

at
ed

 a
t c

os
t,

 n
et

 o
f a

cc
um

ul
at

ed
 d

ep
re

ci
at

io
n 

an
d 

an
y 

ac
cu

m
ul

at
ed

 im
pa

irm
en

t l
os

se
s.

 C
os

t 

in
cl

ud
es

 e
xp

en
di

tu
re

s 
di

re
ct

ly
 a

tt
rib

ut
ab

le
 to

 th
e 

ac
qu

is
iti

on
 o

f t
he

 a
ss

et
s.

 S
ub

se
qu

en
t c

os
ts

 a
re

 in
cl

ud
ed

 in
 a

n 
as

se
t’

s 

ca
rr

yi
ng

 a
m

ou
nt

 o
r r

ec
og

ni
ze

d 
as

 a
 s

ep
ar

at
e 

as
se

t,
 a

s 
ap

pr
op

ria
te

, o
nl

y 
w

he
n 

it 
is

 p
ro

ba
bl

e 
th

at
 fu

tu
re

 e
co

no
m

ic
 b

en
efi

 t
s 

as
so

ci
at

ed
 w

ith
 th

e 
ite

m
 w

ill
 fl 

ow
 to

 th
e 

Co
rp

or
at

io
n 

an
d 

th
e 

co
st

 c
an

 b
e 

re
lia

bl
y 

m
ea

su
re

d.
 If

 th
e 

co
st

s 
of

 a
 c

er
ta

in
 

co
m

po
ne

nt
 o

f p
ro

pe
rt

y 
an

d 
eq

ui
pm

en
t a

re
 s

ig
ni

fi c
an

t i
n 

re
la

tio
n 

to
 th

e 
to

ta
l c

os
t o

f t
he

 a
ss

et
, t

he
se

 a
re

 a
cc

ou
nt

ed
 fo

r a
nd

 

de
pr

ec
ia

te
d 

se
pa

ra
te

ly
. A

ll 
ot

he
r r

ep
ai

rs
 a

nd
 m

ai
nt

en
an

ce
 c

os
ts

 a
re

 c
ha

rg
ed

 to
 th

e 
co

ns
ol

id
at

ed
 s

ta
te

m
en

t o
f n

et
 in

co
m

e,
 

co
m

pr
eh

en
si

ve
 in

co
m

e 
an

d 
eq

ui
ty

 a
s 

in
cu

rr
ed

. 
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M
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N
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O
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 L
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 –
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L
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A
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E
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T
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T
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M
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N
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O
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U
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 T
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 E
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 M
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R
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0
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O
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N
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O
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A

R
S)

(i
i)
 

N
o
n

-fi
 n

a
n

ci
a
l 
a
ss

e
ts

Th
e 

Co
rp

or
at

io
n 

as
se

ss
es

 a
t e

ac
h 

re
po

rt
in

g 
da

te
 w

he
th

er
 th

er
e 

is
 a

n 
in

di
ca

tio
n 

th
at

 a
 n

on
-fi

 n
an

ci
al

 a
ss

et
 m

ay
 b

e 

im
pa

ire
d.

 If
 a

ny
 s

uc
h 

in
di

ca
tio

n 
ex

is
ts

, t
he

 C
or

po
ra

tio
n 

es
tim

at
es

 th
e 

as
se

t’
s 

re
co

ve
ra

bl
e 

am
ou

nt
. F

or
 th

e 
pu

rp
os

es
 o

f 

im
pa

irm
en

t t
es

tin
g,

 n
on

-fi
 n

an
ci

al
 a

ss
et

s 
ar

e 
gr

ou
pe

d 
to

ge
th

er
 in

to
 th

e 
sm

al
le

st
 g

ro
up

 o
f a

ss
et

s 
th

at
 g

en
er

at
es

 c
as

h 

in
fl o

w
s 

fr
om

 c
on

tin
ui

ng
 u

se
 th

at
 a

re
 la

rg
el

y 
in

de
pe

nd
en

t o
f t

he
 c

as
h 

in
fl o

w
s 

of
 o

th
er

 a
ss

et
s 

or
 g

ro
up

s 
of

 a
ss

et
s,

 th
e 

ca
sh

-g
en

er
at

in
g 

un
it 

(C
G

U
).

Th
e 

re
co

ve
ra

bl
e 

am
ou

nt
 o

f a
 n

on
-fi

 n
an

ci
al

 a
ss

et
 o

r C
G

U
 is

 th
e 

gr
ea

te
r o

f i
ts

 fa
ir 

va
lu

e 
le

ss
 c

os
ts

 to
 s

el
l a

nd
 it

s 
va

lu
e 

in
 

us
e.

 W
he

re
 th

e 
ca

rr
yi

ng
 a

m
ou

nt
 o

f a
n 

as
se

t o
r C

G
U

 e
xc

ee
ds

 it
s 

re
co

ve
ra

bl
e 

am
ou

nt
, t

he
 a

ss
et

 is
 c

on
si

de
re

d 
im

pa
ire

d 

an
d 

is
 w

rit
te

n 
do

w
n 

to
 it

s 
re

co
ve

ra
bl

e 
am

ou
nt

. I
n 

as
se

ss
in

g 
va

lu
e 

in
 u

se
, t

he
 e

st
im

at
ed

 fu
tu

re
 c

as
h 

fl o
w

s 
ar

e 
di

sc
ou

nt
ed

 

to
 th

ei
r p

re
se

nt
 v

al
ue

 u
si

ng
 a

 p
re

-t
ax

 d
is

co
un

t r
at

e 
th

at
 re

fl e
ct

s 
cu

rr
en

t m
ar

ke
t a

ss
es

sm
en

ts
 o

f t
he

 ti
m

e 
va

lu
e 

of
 m

on
ey

 

an
d 

th
e 

ris
ks

 s
pe

ci
fi c

 to
 th

e 
as

se
t.

 In
 d

et
er

m
in

in
g 

fa
ir 

va
lu

e 
le

ss
 c

os
ts

 to
 s

el
l, 

an
 a

pp
ro

pr
ia

te
 v

al
ua

tio
n 

m
od

el
 is

 u
se

d.
 

Im
pa

irm
en

t l
os

se
s,

 if
 a

pp
lic

ab
le

, a
re

 re
co

gn
iz

ed
 in

 th
e 

co
ns

ol
id

at
ed

 s
ta

te
m

en
t o

f n
et

 in
co

m
e,

 c
om

pr
eh

en
si

ve
 in

co
m

e 
an

d 
eq

ui
ty

. 

An
 a

ss
es

sm
en

t i
s 

m
ad

e 
at

 e
ac

h 
re

po
rt

in
g 

da
te

 a
s 

to
 w

he
th

er
 th

er
e 

is
 a

ny
 in

di
ca

tio
n 

th
at

 p
re

vi
ou

sl
y 

re
co

gn
iz

ed
 im

pa
irm

en
t 

lo
ss

es
 m

ay
 n

o 
lo

ng
er

 e
xi

st
 o

r m
ay

 h
av

e 
de

cr
ea

se
d.

 A
 p

re
vi

ou
sl

y 
re

co
gn

iz
ed

 im
pa

irm
en

t l
os

s 
is

 re
ve

rs
ed

 o
nl

y 
if 

th
er

e 
ha

s 

be
en

 a
 c

ha
ng

e 
in

 th
e 

as
su

m
pt

io
ns

 u
se

d 
to

 d
et

er
m

in
e 

th
e 

as
se

t’
s 

re
co

ve
ra

bl
e 

am
ou

nt
 s

in
ce

 th
e 

la
st

 im
pa

irm
en

t l
os

s 
w

as
 

re
co

gn
iz

ed
. A

n 
im

pa
irm

en
t l

os
s 

is
 re

ve
rs

ed
 o

nl
y 

to
 th

e 
ex

te
nt

 th
at

 th
e 

as
se

t’
s 

ca
rr

yi
ng

 a
m

ou
nt

 d
oe

s 
no

t e
xc

ee
d 

th
e 

ca
rr

yi
ng

 

am
ou

nt
 th

at
 w

ou
ld

 h
av

e 
be

en
 d

et
er

m
in

ed
, n

et
 o

f d
ep

re
ci

at
io

n 
or

 a
m

or
tiz

at
io

n,
 if

 n
o 

im
pa

irm
en

t l
os

s 
ha

d 
be

en
 re

co
gn

iz
ed

. 

Im
pa

irm
en

t l
os

s 
re

ve
rs

al
s 

ar
e 

re
co

gn
iz

ed
 in

 th
e 

co
ns

ol
id

at
ed

 s
ta

te
m

en
t o

f n
et

 in
co

m
e,

 c
om

pr
eh

en
si

ve
 in

co
m

e 
an

d 
eq

ui
ty

 in
 

a 
m

an
ne

r c
on

si
st

en
t w

ith
 th

e 
or

ig
in

al
ly

 re
co

gn
iz

ed
 im

pa
irm

en
t l

os
s.

(n
) P

ro
vi

si
on

s

A 
pr

ov
is

io
n 

is
 re

co
gn

iz
ed

 if
, a

s 
a 

re
su

lt 
of

 a
 p

as
t e

ve
nt

, t
he

 C
or

po
ra

tio
n 

ha
s 

a 
pr

es
en

t l
eg

al
 o

r c
on

st
ru

ct
iv

e 
ob

lig
at

io
n 

th
at

 

ca
n 

be
 re

lia
bl

y 
m

ea
su

re
d 

an
d 

it 
is

 p
ro

ba
bl

e 
th

at
 a

n 
ou

tfl
 o

w
 o

f e
co

no
m

ic
 b

en
efi

 t
s 

w
ill

 b
e 

re
qu

ire
d 

to
 s

et
tle

 th
e 

ob
lig

at
io

n.
 

Th
e 

ex
pe

ns
e 

re
la

tin
g 

to
 a

ny
 p

ro
vi

si
on

 is
 p

re
se

nt
ed

 in
 th

e 
co

ns
ol

id
at

ed
 s

ta
te

m
en

t o
f n

et
 in

co
m

e,
 c

om
pr

eh
en

si
ve

 in
co

m
e 

an
d 

eq
ui

ty
 n

et
 o

f a
ny

 re
im

bu
rs

em
en

t a
nd

, i
f t

he
 e

ff
ec

t o
f t

he
 ti

m
e 

va
lu

e 
of

 m
on

ey
 is

 m
at

er
ia

l, 
is

 d
is

co
un

te
d 

us
in

g 
a 

ra
te

 th
at

 

re
fl e

ct
s,

 w
he

re
 a

pp
ro

pr
ia

te
, t

he
 ri

sk
s 

sp
ec

ifi 
c 

to
 th

e 
lia

bi
lit

y.
 W

he
re

 d
is

co
un

tin
g 

is
 u

se
d,

 th
e 

in
cr

ea
se

 to
 th

e 
pr

ov
is

io
n 

du
e 

to
 

th
e 

pa
ss

ag
e 

of
 ti

m
e 

is
 re

co
gn

iz
ed

 a
s 

a 
fi n

an
ce

 c
os

t.

(o
) P

en
si

on
 p

la
ns

 

In
 a

cc
or

da
nc

e 
w

ith
 th

e 
pr

ov
is

io
ns

 o
f t

he
 C

iv
il 

Se
rv

ic
e 

Su
pe

ra
nn

ua
tio

n 
Ac

t (
Ac

t),
 e

m
pl

oy
ee

s 
of

 th
e 

Co
rp

or
at

io
n 

ar
e 

el
ig

ib
le

 

fo
r p

en
si

on
 b

en
efi

 t
s.

 P
la

n 
m

em
be

rs
 a

re
 re

qu
ire

d 
to

 c
on

tr
ib

ut
e 

to
 th

e 
m

ul
ti-

em
pl

oy
er

 C
iv

il 
Se

rv
ic

e 
Su

pe
ra

nn
ua

tio
n 

Fu
nd

 

(F
un

d)
 a

t p
re

sc
rib

ed
 ra

te
s 

fo
r d

efi
 n

ed
 b

en
efi

 t
s 

an
d 

w
ill

 re
ce

iv
e 

be
ne

fi t
s 

ba
se

d 
on

 th
e 

le
ng

th
 o

f s
er

vi
ce

 a
nd

 o
n 

th
e 

av
er

ag
e 

of
 a

nn
ua

liz
ed

 e
ar

ni
ng

s 
ca

lc
ul

at
ed

 o
n 

th
e 

be
st

 fi 
ve

 y
ea

rs
 p

rio
r t

o 
re

tir
em

en
t,

 te
rm

in
at

io
n 

or
 d

ea
th

 th
at

 p
ro

vi
de

s 
th

e 
hi

gh
es

t 

ea
rn

in
gs

. T
he

 C
or

po
ra

tio
n 

is
 re

qu
ire

d 
to

 m
at

ch
 c

on
tr

ib
ut

io
ns

 c
on

tr
ib

ut
ed

 to
 th

e 
Fu

nd
 b

y 
th

e 
em

pl
oy

ee
s 

at
 p

re
sc

rib
ed

 ra
te

s,
 

w
hi

ch
 is

 re
co

rd
ed

 a
s 

an
 o

pe
ra

tin
g 

ex
pe

ns
e.

 U
nd

er
 th

is
 A

ct
, t

he
 C

or
po

ra
tio

n 
ha

s 
no

 fu
rt

he
r p

en
si

on
 li

ab
ili

ty
. B

as
ed

 o
n 

lim
ite

d 

in
fo

rm
at

io
n 

av
ai

la
bl

e 
fr

om
 th

e 
Fu

nd
, t

he
 C

or
po

ra
tio

n 
ha

s 
ju

dg
ed

 th
is

 in
fo

rm
at

io
n 

to
 b

e 
in

su
ffi 

ci
en

t t
o 

pr
op

er
ly

 a
llo

ca
te

 a
ny

 

po
te

nt
ia

l p
en

si
on

 p
la

n 
de

fi c
its

 a
nd

 is
 th

er
ef

or
e 

no
t a

bl
e 

to
 re

lia
bl

y 
de

te
rm

in
e 

its
 p

ar
tic

ip
at

io
n 

in
 a

ny
 p

ot
en

tia
l f

ut
ur

e 
de

fi c
it.

 

As
 a

 re
su

lt,
 th

e 
Co

rp
or

at
io

n 
ex

pe
ns

es
 c

on
tr

ib
ut

io
ns

 m
ad

e 
to

 th
e 

pe
ns

io
n 

pl
an

 a
s 

if 
th

e 
pl

an
 w

as
 a

 d
efi

 n
ed

 c
on

tr
ib

ut
io

n 
pl

an
.

(j)
 In

ta
ng

ib
le

 a
ss

et
s

Ac
qu

ire
d 

in
ta

ng
ib

le
 a

ss
et

s 
of

 th
e 

Co
rp

or
at

io
n 

co
ns

is
t o

f fi
 n

ite
 li

fe
 c

om
pu

te
r s

of
tw

ar
e.

 In
ta

ng
ib

le
 a

ss
et

s 
ac

qu
ire

d 
se

pa
ra

te
ly

 

ar
e 

ca
rr

ie
d 

at
 c

os
t l

es
s 

ac
cu

m
ul

at
ed

 a
m

or
tiz

at
io

n 
an

d 
an

y 
ac

cu
m

ul
at

ed
 im

pa
irm

en
t l

os
se

s.
 A

m
or

tiz
at

io
n 

is
 c

ha
rg

ed
 to

 th
e 

co
ns

ol
id

at
ed

 s
ta

te
m

en
t o

f n
et

 in
co

m
e,

 c
om

pr
eh

en
si

ve
 in

co
m

e 
an

d 
eq

ui
ty

 o
n 

a 
st

ra
ig

ht
-li

ne
 b

as
is

 o
ve

r t
he

 e
st

im
at

ed
 u

se
fu

l 

lif
e 

of
 th

e 
as

se
t a

s 
fo

llo
w

s:

Co
m

pu
te

r s
of

tw
ar

e 
5-

10
 y

ea
rs

Th
e 

as
se

ts
’ u

se
fu

l l
iv

es
 a

nd
 m

et
ho

ds
 o

f a
m

or
tiz

at
io

n 
ar

e 
re

vi
ew

ed
 a

t e
ac

h 
fi s

ca
l y

ea
r-

en
d 

an
d 

ad
ju

st
ed

 p
ro

sp
ec

tiv
el

y,
 

if 
ap

pr
op

ria
te

.

G
ai

ns
 o

r l
os

se
s 

ar
is

in
g 

fr
om

 th
e 

de
re

co
gn

iti
on

 o
f a

n 
in

ta
ng

ib
le

 a
ss

et
 a

re
 m

ea
su

re
d 

as
 th

e 
di

ff
er

en
ce

 b
et

w
ee

n 
th

e 
ne

t 

di
sp

os
al

 p
ro

ce
ed

s 
an

d 
th

e 
ca

rr
yi

ng
 a

m
ou

nt
 o

f t
he

 a
ss

et
 a

nd
 a

re
 re

co
gn

iz
ed

 in
 th

e 
co

ns
ol

id
at

ed
 s

ta
te

m
en

t o
f n

et
 in

co
m

e,
 

co
m

pr
eh

en
si

ve
 in

co
m

e 
an

d 
eq

ui
ty

 w
he

n 
th

e 
as

se
t i

s 
de

re
co

gn
iz

ed
.

(k
) C

as
h

Fo
r t

he
 p

ur
po

se
 o

f t
he

 c
on

so
lid

at
ed

 s
ta

te
m

en
t o

f c
as

h 
fl o

w
s,

 c
as

h 
co

ns
is

ts
 o

f c
as

h 
on

 h
an

d 
an

d 
ba

nk
 b

al
an

ce
s.

 C
as

h 
at

 

ba
nk

s 
ea

rn
 in

te
re

st
 a

t fl
 o

at
in

g 
ra

te
s 

ba
se

d 
on

 d
ai

ly
 b

an
k 

de
po

si
t r

at
es

.

(l)
 In

ve
nt

or
ie

s

In
ve

nt
or

ie
s 

co
ns

is
t o

f b
in

go
 p

ap
er

, b
re

ak
op

en
 ti

ck
et

s,
 a

nd
 c

on
su

m
ab

le
s.

 In
ve

nt
or

ie
s 

ar
e 

va
lu

ed
 a

t t
he

 lo
w

er
 o

f c
os

t a
nd

 

ne
t r

ea
liz

ab
le

 v
al

ue
. C

os
ts

 in
cu

rr
ed

 in
 b

rin
gi

ng
 e

ac
h 

pr
od

uc
t t

o 
its

 p
re

se
nt

 lo
ca

tio
n 

an
d 

co
nd

iti
on

 a
re

 a
cc

ou
nt

ed
 fo

r a
s 

th
e 

pu
rc

ha
se

 c
os

t a
ss

ig
ne

d 
on

 a
 w

ei
gh

te
d 

av
er

ag
e 

ba
si

s.

(m
) I

m
pa

ir
m

en
t

(i
) 

F
in

a
n

ci
a
l 
a
ss

e
ts

 

Th
e 

Co
rp

or
at

io
n 

as
se

ss
es

 a
t e

ac
h 

re
po

rt
in

g 
da

te
 w

he
th

er
 th

er
e 

is
 a

ny
 o

bj
ec

tiv
e 

ev
id

en
ce

 th
at

 a
 fi 

na
nc

ia
l a

ss
et

 o
r g

ro
up

 

of
 fi 

na
nc

ia
l a

ss
et

s 
is

 im
pa

ire
d.

 A
 fi 

na
nc

ia
l a

ss
et

 is
 c

on
si

de
re

d 
to

 b
e 

im
pa

ire
d 

if 
ob

je
ct

iv
e 

ev
id

en
ce

 in
di

ca
te

s 
th

at
 o

ne
 o

r 

m
or

e 
ev

en
ts

 h
av

e 
oc

cu
rr

ed
 a

ft
er

 in
iti

al
 re

co
gn

iti
on

 th
at

 h
av

e 
ha

d 
a 

ne
ga

tiv
e 

ef
fe

ct
 o

n 
th

e 
es

tim
at

ed
 fu

tu
re

 c
as

h 
fl o

w
s 

of
 th

at
 a

ss
et

. I
nd

iv
id

ua
lly

 s
ig

ni
fi c

an
t fi

 n
an

ci
al

 a
ss

et
s 

ar
e 

te
st

ed
 fo

r i
m

pa
irm

en
t o

n 
an

 in
di

vi
du

al
 b

as
is

. T
he

 re
m

ai
ni

ng
 

fi n
an

ci
al

 a
ss

et
s 

ar
e 

as
se

ss
ed

 c
ol

le
ct

iv
el

y 
in

 g
ro

up
s 

th
at

 s
ha

re
 s

im
ila

r c
re

di
t r

is
k 

ch
ar

ac
te

ris
tic

s.
 

If 
th

er
e 

is
 o

bj
ec

tiv
e 

ev
id

en
ce

 th
at

 a
n 

im
pa

irm
en

t l
os

s 
ha

s 
oc

cu
rr

ed
, t

he
 a

m
ou

nt
 o

f t
he

 lo
ss

 m
ea

su
re

d 
at

 a
m

or
tiz

ed
 c

os
t 

is
 c

al
cu

la
te

d 
as

 th
e 

di
ff

er
en

ce
 b

et
w

ee
n 

th
e 

fi n
an

ci
al

 a
ss

et
’s

 c
ar

ry
in

g 
am

ou
nt

 a
nd

 th
e 

pr
es

en
t v

al
ue

 o
f t

he
 e

st
im

at
ed

 

fu
tu

re
 c

as
h 

fl o
w

s 
di

sc
ou

nt
ed

 a
t t

he
 c

ur
re

nt
 e

ff
ec

tiv
e 

in
te

re
st

 ra
te

. 
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(s
) C

ha
ng

es
 in

 a
cc

ou
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in
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po
lic

ie
s

D
ur

in
g 

th
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ye
ar

, t
he

 C
or

po
ra

tio
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ch
os

e 
to

 a
do

pt
 th
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fo

llo
w
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st
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da
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) 
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S 
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el

at
ed

 P
ar
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 D
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os
ur
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ee
n 

re
vi

se
d 
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 c

la
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y 
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d 
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m
pl
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 th
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fi n
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on
 o

f a
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te

d 
pa

rt
y 

an
d 
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m
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es

 

th
e 

re
qu

ire
m

en
t f

or
 g

ov
er

nm
en

t-
re

la
te

d 
en

tit
ie

s 
to

 d
is

cl
os

e 
de

ta
ils

 o
f a

ll 
tr

an
sa

ct
io

ns
 w

ith
 th

e 
go

ve
rn

m
en

t a
nd

 o
th

er
 

go
ve

rn
m

en
t-

re
la

te
d 

en
tit

ie
s.

 T
he

 re
vi

se
d 

st
an

da
rd

 is
 m

an
da

to
ry

 fo
r a

nn
ua

l p
er

io
ds

 b
eg

in
ni

ng
 o

n 
or

 a
ft

er
 J

an
ua

ry
 1

, 

20
11

, w
ith

 e
ar

lie
r a

do
pt

io
n 

pe
rm

itt
ed

. T
he

 a
do

pt
io

n 
of

 th
is

 s
ta

nd
ar

d 
by

 th
e 

Co
rp

or
at

io
n 

is
 in

cl
ud

ed
 in

 n
ot

e 
18

 o
f t

he
se

 

co
ns

ol
id

at
ed

 fi 
na

nc
ia

l s
ta

te
m

en
ts
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(i
i)

  
Th

e 
IA

SB
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su
ed

 IF
R

S 
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 –
 C

on
so

lid
at

ed
 F

in
an

ci
al

 S
ta

te
m

en
ts

, w
hi

ch
 d

efi
 n
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 th

e 
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l o

f c
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he
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r d
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 c
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l s
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 o
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 jo
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at
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ra
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 D
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es
, 
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s 

ou
t d
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e 
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n 
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in

 o
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at
e 

Fi
na

nc
ia
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 b
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 m
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l p
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in

ni
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 o
n 
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er
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0
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n 
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rm
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ed
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 th
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at
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 re
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id
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ta
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m
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f 
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t i
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 c
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pr

eh
en

si
ve
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m
e 
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d 
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 n

ot
e 
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 o

f t
he

se
 c

on
so

lid
at
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 fi 
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m
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N
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S
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m
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t t
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m
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e 
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es
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ss
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pt
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 th
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t t
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 re
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ou
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s 
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ve
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, e
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en

se
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 a
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et
s 
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d 
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bi
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e 
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su
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f c
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nt
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ss

et
s 
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d 
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s 
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e 
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 o
f t
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id
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l s
ta

te
m

en
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 d
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y 
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m
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 c
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e 
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ey
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at
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e 
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 s
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fi c
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 c
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 C
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e 
re

qu
ire

m
en

t t
o 

re
co

ns
id

er
 th
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 p
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 re
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 o
pe

ra
tin

g 
ex

pe
ns

e.

(p
) R
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 p
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e 

of
 th
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iv
ed

, e
xc
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 d
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le
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s.

 T
he

 C
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nu
e 
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 c
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et
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m
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e 
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in
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l o
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 C
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n 
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s 
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d 
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 is
 a

ct
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ra
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 d
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e 
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 re
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e 
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 b
y 
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e 
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 c
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 p
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n 
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 re
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d 
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m
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, b
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er
 it
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s 
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n 
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m
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en

ta
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 b
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Th
e 

va
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m
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im
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 in
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nu
e 
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d 
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 d
ed
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te

d 
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 p
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m

ot
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an
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e 
at

 n
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 re
ve

nu
e.

Th
e 

Co
rp

or
at

io
n 

al
so

 o
pe

ra
te

s 
a 

lo
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lty
 p

oi
nt

s 
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og
ra

m
 w

he
re

by
 p

at
ro

ns
 c

an
 e

ar
n 

po
in

ts
 b
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ed

 u
po

n 
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r l

ev
el

 o
f p
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y 
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ce
rt

ai
n 

ca
si

no
 g
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. P
oi

nt
s 

ca
n 

be
 re

de
em

ed
 fo

r c
er

ta
in

 g
oo

ds
 a

nd
 s

er
vi

ce
s 

pr
ov

id
ed

 b
y 

th
e 

ca
si

no
s.

 W
he

re
 a

 re
ve

nu
e 

tr
an

sa
ct

io
n 

in
cl

ud
es

 p
oi

nt
s 

aw
ar

de
d 

un
de

r t
he

 p
ro

gr
am

, t
he

 re
ve

nu
e 

al
lo

ca
te

d 
to

 th
e 

po
in

ts
 is

 d
ef

er
re

d 
ba

se
d 

on
 th

e 
fa

ir
 

va
lu

e 
of

 th
e 

aw
ar

ds
, w

hi
ch
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 a

ss
ig

ne
d 

as
 0

.0
1 

pe
r p

oi
nt

 e
ar

ne
d,

 a
nd

 re
co

gn
iz

ed
 a

s 
re

ve
nu

e 
w

he
n 

th
e 

po
in

ts
 a

re
 re

de
em

ed
 

an
d 

th
e 

Co
rp

or
at

io
n 

fu
lfi 

lls
 it

s 
ob
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at

io
n 

to
 s

up
pl

y 
th

e 
aw
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. 

(r
) G

oo
ds

 a
nd

 S
er

vi
ce

s 
Ta

x

In
 li

eu
 o

f G
oo

ds
 a

nd
 S

er
vi

ce
s 

Ta
x 

(G
ST

) o
n 

lo
tt

er
y 

an
d 

ga
m

in
g 

re
ve

nu
e,

 th
e 

Co
rp

or
at

io
n 

fo
re

go
es

 c
la

im
in

g 
in

pu
t t

ax
 c

re
di

ts
 

an
d 

pa
ys

 a
n 

ad
di

tio
na

l 5
%

 G
ST

 o
n 

ga
m

in
g 

ex
pe

nd
itu

re
s,

 in
cl

ud
in

g 
re

ta
ile

r c
om

m
is

si
on

s.
 T

hi
s 

ad
di

tio
na

l 5
%

 is
 re

po
rt

ed
 a

s 

G
ST

 e
xp

en
se

 in
 th

e 
co

ns
ol

id
at

ed
 s

ta
te

m
en

t o
f n

et
 in

co
m

e,
 c

om
pr

eh
en

si
ve

 in
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m
e 

an
d 

eq
ui

ty
.

An
 in

pu
t t

ax
 c

re
di

t i
s 
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m
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 fo
r G

ST
 p

ai
d 
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 n
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-g
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in

g 
ex

pe
nd

itu
re

s.

2011-2012 annual report NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

4
8

4
9

 
Page 2459



M
A

N
IT

O
B

A
 L

O
T

T
E

R
IE

S
 C

O
R

P
O

R
A

T
IO

N
 –

 N
O

T
E

S
 T

O
 C

O
N

S
O

L
ID

A
T

E
D

 F
IN

A
N

C
IA

L
 S

T
A

T
E

M
E

N
T

S
 (
C

O
N

T
IN

U
E

D
)

FO
R

 T
H

E 
Y

EA
R

 E
N

D
ED

 M
A

R
CH

 3
1,

 2
0

12
(IN

 T
H

O
U

SA
N

D
S 

O
F 

CA
N

A
D

IA
N

 D
O

LL
A

R
S)

M
A

N
IT

O
B

A
 L

O
T

T
E

R
IE

S
 C

O
R

P
O

R
A

T
IO

N
 –

 N
O

T
E

S
 T

O
 C

O
N

S
O

L
ID

A
T

E
D

 F
IN

A
N

C
IA

L
 S

T
A

T
E

M
E

N
T

S
 (
C

O
N

T
IN

U
E

D
)

FO
R

 T
H

E 
Y

EA
R

 E
N

D
ED

 M
A

R
CH

 3
1,

 2
0

12
(IN

 T
H

O
U

SA
N

D
S 

O
F 

CA
N

A
D

IA
N

 D
O

LL
A

R
S)

5
. 
T

R
A

D
E

 A
N

D
 O

T
H

E
R

 R
E

C
E

IV
A

B
L
E

S

 
 

 
2

0
12

 
20

11
 

Ap
ril

 1
, 2

0
10

W
es

te
rn

 C
an

ad
a 

Lo
tt

er
y 

Co
rp

or
at

io
n 

 
  

$
 

 7
,2

5
9

   
$ 

 7
,5

17
   

 $
 

 5
,1

40
 

Tr
ad

e 
 

  
 

8
,1

6
2

  
 

3,
79

1 
 

 
3,

0
48

Fi
rs

t N
at

io
ns

 
 

  
 

2
9

2
  

 
46

7 
 

 
9

0
6

G
oo

ds
 a

nd
 S

er
vi

ce
s 

Ta
x 

 
  

 
3

  
 

23
  

 
25

0

Em
pl

oy
ee

 c
om

pu
te

r p
ro

gr
am

 
 

  
 

2
13

  
 

23
9

  
 

25
6

  
 

 
  

$
  

15
,9

2
9

  
$ 

12
,0

37
   

$ 
9

,6
0

0
 

Th
e 

Co
rp

or
at

io
n’

s 
ex

po
su

re
 to

 c
re

di
t r

is
ks

 re
la

te
d 

to
 tr

ad
e 

an
d 

ot
he

r r
ec

ei
va

bl
es

 is
 d

is
cl

os
ed

 in
 n

ot
e 

17
.

6
. 
IN

V
E

N
T

O
R

IE
S

 
 

 
2

0
12

 
20

11
 

Ap
ril

 1
, 2

0
10

B
in

go
 p

ap
er

 
 

  
 $

 
3
5

9
  

$ 
41

7 
 

$ 
46

2

B
re

ak
op

en
 ti

ck
et

s 
 

  
 

 3
7
2

  
 

51
1 

 
 

34
5

Co
ns

um
ab

le
 s

up
pl

ie
s 

 
  

 
2

2
7

  
 

20
2 

 
 

29
1

R
es

ta
ur

an
t 

 
  

 
15

7
  

 
16

9
  

 
14

8

St
or

e 
m

er
ch

an
di

se
  

 
  

 
19

5
  

 
30

2 
 

 
21

1

  
 

 
  

$
 

1,
3
10

   
$ 

1,
6

0
1 

  
$ 

1,
45

7 

7.
 P

R
E

P
A

Y
M

E
N

T
S

 
 

 
2

0
12

 
20

11
 

Ap
ril

 1
, 2

0
10

M
ai

nt
en

an
ce

 c
on

tr
ac

ts
  

 
  

$
 

1,
9

9
6

   
$ 

1,
10

1 
  

$ 
1,

10
5 

In
su

ra
nc

e 
 

  
 

4
6

5
  

 
45

5 
 

 
46

1

En
te

rt
ai

ne
r a

nd
 s

po
ns

or
sh

ip
 d

ep
os

its
 

 
  

 
12

4
  

 
15

7 
 

 
10

9

R
en

t 
 

  
 

12
7

  
 

13
1 

 
 

8
5

O
th

er
 

 
  

 
3
3
0

  
 

33
8

  
 

34
7

  
 

 
  

$
 

3
,0

4
2

   
$ 

2,
18

2 
  

$ 
2,

10
7 

(b
) L

oy
al

ty
 p

oi
nt

s 
pr

og
ra

m

Th
e 

Co
rp

or
at

io
n 

op
er

at
es

 a
 p

ro
gr

am
 w

he
re

by
 p

at
ro

ns
 c

an
 e

ar
n 

po
in

ts
 b

as
ed

 u
po

n 
th

ei
r l

ev
el

 o
f p

la
y 

on
 c

er
ta

in
 c

as
in

o 

ga
m

es
. P

oi
nt

s 
ca

n 
be

 re
de

em
ed

 fo
r c

er
ta

in
 g

oo
ds

 a
nd

 s
er

vi
ce

s 
pr

ov
id

ed
 b

y 
th

e 
ca

si
no

s.
 

Th
e 

fu
tu

re
 re

de
m

pt
io

n 
lia

bi
lit

y 
of

 $
3,

23
3 

(2
0

11
 –

 $
2,

8
17

) i
s 

in
cl

ud
ed

 in
 tr

ad
e 

an
d 

ot
he

r p
ay

ab
le

s 
an

d 
is

 b
as

ed
 o

n 
an

 

as
se

ss
m

en
t o

f a
nt

ic
ip

at
ed

 p
oi

nt
 re

de
m

pt
io

ns
 a

nd
 p

oi
nt

 v
al

ue
. T

he
 C

or
po

ra
tio

n 
ad

ju
st

s 
th

e 
es

tim
at

ed
 li

ab
ili

ty
 b

as
ed

 o
n 

re
de

m
pt

io
n 

ex
pe

rie
nc

e 
an

d 
ad

di
tio

na
l p

oi
nt

s 
ea

rn
ed

 a
nd

 a
ny

 a
dj

us
tm

en
ts

 w
ill

 b
e 

re
co

rd
ed

 in
 th

e 
co

ns
ol

id
at

ed
 s

ta
te

m
en

t o
f 

ne
t i

nc
om

e,
 c

om
pr

eh
en

si
ve

 in
co

m
e 

an
d 

eq
ui

ty
.

4
. 
S
T
A

N
D

A
R

D
S
 I

S
S
U

E
D

 B
U

T
 N

O
T

 Y
E

T
 E

F
F

E
C

T
IV

E

Th
e 

fo
llo

w
in

g 
st

an
da

rd
s 

w
hi

ch
 a

re
 re

as
on

ab
ly

 e
xp

ec
te

d 
to

 b
e 

ap
pl

ic
ab

le
 to

 th
e 

Co
rp

or
at

io
n 

ha
ve

 b
ee

n 
is

su
ed

 b
ut

 w
er

e 
no

t 

ye
t e

ff
ec

tiv
e 

at
 th

e 
da

te
 o

f i
ss

ua
nc

e 
of

 th
e 

Co
rp

or
at

io
n’

s 
co

ns
ol

id
at

ed
 fi 

na
nc

ia
l s

ta
te

m
en

ts
. 

(i
) 

IA
S 

1 
–

 P
re

se
nt

at
io

n 
of

 F
in

an
ci

al
 S

ta
te

m
en

ts
 w

as
 a

m
en

de
d 

in
 J

un
e 

20
11

 to
 im

pr
ov

e 
th

e 
co

ns
is

te
nc

y 
an

d 
cl

ar
ity

 o
f t

he
 

pr
es

en
ta

tio
n 

of
 it

em
s 

of
 o

th
er

 c
om

pr
eh

en
si

ve
 in

co
m

e 
by

 re
qu

iri
ng

 it
em

s 
to

 b
e 

gr
ou

pe
d 

on
 th

e 
ba

si
s 

of
 w

he
th

er
 o

r n
ot

 

th
ey

 m
ay

 b
e 

su
bs

eq
ue

nt
ly

 re
cl

as
si

fi e
d 

to
 p

ro
fi t

 o
r l

os
s.

 T
he

 a
m

en
dm

en
ts

 a
re

 e
ff

ec
tiv

e 
fo

r a
nn

ua
l p

er
io

ds
 b

eg
in

ni
ng

 

on
 o

r a
ft

er
 J

ul
y 

1,
 2

0
12

 a
nd

 th
ei

r a
do

pt
io

n 
is

 n
ot

 e
xp

ec
te

d 
to

 h
av

e 
an

 im
pa

ct
 o

n 
th

e 
Co

rp
or

at
io

n’
s 

co
ns

ol
id

at
ed

 

fi n
an

ci
al

 s
ta

te
m

en
ts

.

(i
i)

 
IF

R
S 

9
 –

 F
in

an
ci

al
 In

st
ru

m
en

ts
 a

pp
lie

s 
to

 th
e 

cl
as

si
fi c

at
io

n 
an

d 
m

ea
su

re
m

en
t o

f fi
 n

an
ci

al
 in

st
ru

m
en

ts
 a

s 
de

fi n
ed

 in
 

IA
S 

39
 –

 F
in

an
ci

al
 In

st
ru

m
en

ts
: R

ec
og

ni
tio

n 
an

d 
M

ea
su

re
m

en
t. 

Th
e 

st
an

da
rd

 is
 e

ff
ec

tiv
e 

fo
r a

nn
ua

l p
er

io
ds

 b
eg

in
ni

ng
 o

n 

or
 a

ft
er

 J
an

ua
ry

 1
, 2

0
13

 a
nd

 th
e 

Co
rp

or
at

io
n 

is
 c

ur
re

nt
ly

 e
va

lu
at

in
g 

th
e 

im
pa

ct
 a

do
pt

io
n 

w
ill

 h
av

e 
on

 th
e 

cl
as

si
fi c

at
io

n 

an
d 

m
ea

su
re

m
en

t o
f i

ts
 fi 

na
nc

ia
l i

ns
tr

um
en

ts
. 

(i
ii
) 

IF
R

S 
13

 –
 F

ai
r V

al
ue

 M
ea

su
re

m
en

t p
ro

vi
de

s 
gu

id
an

ce
 o

n 
th

e 
m

ea
su

re
m

en
t o

f t
he

 fa
ir 

va
lu

e 
of

 fi 
na

nc
ia

l o
r n

on
-fi

 n
an

ci
al

 

as
se

ts
 a

nd
 li

ab
ili

tie
s 

w
he

n 
re

qu
ire

d 
or

 p
er

m
itt

ed
 b

y 
IF

R
S.

 W
hi

le
 th

e 
un

de
rly

in
g 

co
nc

ep
ts

 in
 IF

R
S 

13
 a

re
 c

on
si

st
en

t w
ith

 

cu
rr

en
t p

ra
ct

ic
e,

 th
e 

ap
pl

ic
at

io
n 

of
 c

er
ta

in
 p

rin
ci

pl
es

 a
nd

 th
e 

di
sc

lo
su

re
 re

qu
ire

m
en

ts
 c

ou
ld

 h
av

e 
a 

si
gn

ifi 
ca

nt
 im

pa
ct

 o
n 

an
 e

nt
ity

’s
 fi 

na
nc

ia
l s

ta
te

m
en

ts
. T

he
 s

ta
nd

ar
d 

is
 e

ff
ec

tiv
e 

fo
r a

nn
ua

l p
er

io
ds

 b
eg

in
ni

ng
 o

n 
or

 a
ft

er
 J

an
ua

ry
 1

, 2
0

13
 a

nd
 

th
e 

Co
rp

or
at

io
n 

is
 c

ur
re

nt
ly

 e
va

lu
at

in
g 

th
e 

im
pa

ct
 o

f a
do

pt
io

n 
of

 th
e 

ne
w

 s
ta

nd
ar

d.

2011-2012 annual report NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

50
51

 
Page 2460



M
A

N
IT

O
B

A
 L

O
T

T
E

R
IE

S
 C

O
R

P
O

R
A

T
IO

N
 –

 N
O

T
E

S
 T

O
 C

O
N

S
O

L
ID

A
T

E
D

 F
IN

A
N

C
IA

L
 S

T
A

T
E

M
E

N
T

S
 (
C

O
N

T
IN

U
E

D
)

FO
R

 T
H

E 
Y

EA
R

 E
N

D
ED

 M
A

R
CH

 3
1,

 2
0

12
(IN

 T
H

O
U

SA
N

D
S 

O
F 

CA
N

A
D

IA
N

 D
O

LL
A

R
S)

M
A

N
IT

O
B

A
 L

O
T

T
E

R
IE

S
 C

O
R

P
O

R
A

T
IO

N
 –

 N
O

T
E

S
 T

O
 C

O
N

S
O

L
ID

A
T

E
D

 F
IN

A
N

C
IA

L
 S

T
A

T
E

M
E

N
T

S
 (
C

O
N

T
IN

U
E

D
)

FO
R

 T
H

E 
Y

EA
R

 E
N

D
ED

 M
A

R
CH

 3
1,

 2
0

12
(IN

 T
H

O
U

SA
N

D
S 

O
F 

CA
N

A
D

IA
N

 D
O

LL
A

R
S)

9
. 
IN

T
A

N
G

IB
L
E

 A
S
S
E

T
S

 
 

 
 

C
o
m

p
u
te

r 
S
o
ft

w
a
re

 –
 A

cq
u
ir

e
d

C
O

S
T

Ap
ril

 1
, 2

0
10

 
 

  
 

  
 

  
$ 

12
,4

35

Ad
di

tio
ns

 
 

  
 

  
 

  
 

 8
0

0

M
ar

ch
 3

1,
 2

0
11

 
 

  
 

  
 

  
 

 1
3,

23
5

Ad
di

tio
ns

 
 

  
 

  
 

  
 

37
1

M
a
rc

h
 3

1,
 2

0
12

 
 

  
 

  
 

  
$

 
13

,6
0

6
 

A
M

O
R

T
IZ

A
T

IO
N

 

Ap
ril

 1
, 2

0
10

 
 

  
 

  
 

  
$ 

6
,8

6
7

Am
or

tiz
at

io
n 

  
  

 
  

 
  

 
1,

39
1

M
ar

ch
 3

1,
 2

0
11

 
 

  
 

  
 

  
 

 8
,2

58

Am
or

tiz
at

io
n 

 
  

 
  

 
  

 
1,

22
6

M
a
rc

h
 3

1,
 2

0
12

 
 

  
 

  
 

  
$

 
9

,4
8

4
 

N
E
T

 B
O

O
K

 V
A

L
U

E
 

M
a
rc

h
 3

1,
 2

0
12

 
 

  
 

  
 

  
$

 
4

,1
2

2

M
ar

ch
 3

1,
 2

0
11

 
 

  
 

  
 

  
 

 4
,9

77
 

Ap
ril

 1
, 2

0
10

 
 

  
 

  
 

  
 

 5
,5

6
8

 

10
. 
T

R
A

D
E

 A
N

D
 O

T
H

E
R

 P
A

Y
A

B
L
E

S

 
 

 
2

0
12

 
20

11
 

Ap
ril

 1
, 2

0
10

Tr
ad

e 
 

  
 $

 
2

4
,7

8
0

  
$ 

35
,0

15
  

$ 
24

,4
6

7

Va
ca

tio
n 

 
  

 
8

,9
6

2
  

 
8

,5
56

  
 

8
,0

51

In
te

re
st

 
 

  
 

17
  

 
26

  
 

8
22

Ja
ck

po
t l

ia
bi

lit
y 

 
  

 
2

,6
11

  
 

2,
48

1 
 

 
1,

9
73

Pr
ov

in
ce

 o
f M

an
ito

ba
 ta

xe
s 

 
  

 
3
4

2
  

 
35

7 
 

 
36

1

  
 

 
  

$
 

3
6

,7
12

   
$ 

46
,4

35
  

$ 
35

,6
74

 

8
. 
P

R
O

P
E

R
T

Y
 A

N
D

 E
Q

U
IP

M
E

N
T

 
 

 
 

 
 

A
ss

e
ts

 
 

 
 

 
F
u
rn

it
u
re

 
re

la
te

d
 t

o
 

W
o
rk

 i
n

 
 

 
B

u
il
d
in

g
s 

a
n
d
 

G
a
m

in
g
 

a
n
d
 

F
ir

st
 N

a
ti

o
n
s 

p
ro

g
re

ss

 
 

L
a
n
d
 

p
a
rk

in
g
 l
o
ts

 
e
q
u
ip

m
e
n
t 

e
q
u
ip

m
e
n
t 

C
a
si

n
o
s 

(W
IP

) 
T
o
ta

l

C
O

S
T

 

Ap
ril

 1
, 2

0
10

 
 

  
$ 

5,
79

8
  

$ 
16

7,
9

58
   

$ 
15

8
,9

22
  

$ 
8

3,
19

1 
 

$ 
19

,0
28

  
$ 

10
,5

0
0

  
$ 

44
5,

39
7

Ad
di

tio
ns

 
  

  
 

11
,3

37
   

 
4,

9
46

   
 

7,
8

37
  

 
5,

11
9

   
 

28
9

   
 

11
,8

14
   

 
41

,3
42

 

Tr
an

sf
er

s 
fr

om
 W

IP
 

 
  

 
–

   
 

3,
8

23
  

 
22

8
  

 
6

,0
22

   
 

–
    

 
(1

0
,0

73
 ) 

 
 –

 

D
is

po
sa

ls
 

 
  

 
 –

    
 

–
   

 
 (2

,3
0

6
 ) 

 
 (5

6
5 )

 
 

 –
   

 
 –

   
 

 (2
,8

71
 )

M
ar

ch
 3

1,
 2

0
11

 
 

  
 

 1
7,

13
5 

   
 

17
6

,7
27

   
 

16
4,

6
8

1 
  

 
9

3,
76

7 
  

 
19

,3
17

   
 

12
,2

41
   

 
 4

8
3,

8
6

8

Ad
di

tio
ns

 
 

  
 

 6
,8

8
3 

  
 

1,
0

0
3 

 
 

6
,9

30
  

 
3,

38
8

  
 

26
6

  
 

22
,1

6
5 

 
 

40
,6

35

Tr
an

sf
er

s 
fr

om
 W

IP
 

  
  

 
–

   
 

2,
0

6
8

  
 

57
8

  
 

4,
73

6
  

 
11

6
  

 
(7

,4
9

8
 ) 

 
 –

 

D
is

po
sa

ls
 

 
  

 
 –

    
 

(1
71

 ) 
  

(4
,8

73
 ) 

  
(2

36
 )  

  
(2

,7
31

 ) 
 

 –
   

 
 (8

,0
11

 )

M
a
rc

h
 3

1,
 2

0
12

 
 

  
$

 
2

4
,0

18
  

$
 

17
9

,6
2

7
  

$
 

16
7,

3
16

  
$

 
10

1,
6

5
5

  
$

 
16

,9
6

8
  

$
 

2
6

,9
0

8
  

$
 

5
16

,4
9

2
 

D
E
P

R
E
C

IA
T

IO
N

Ap
ril

 1
, 2

0
10

 
 

  
$ 

–
   

$ 
8

3,
21

7 
  

$ 
10

9
,2

8
4 

 
$ 

6
9

,1
8

4 
 

$ 
11

,5
8

0
  

$ 
–

   
$ 

27
3,

26
5

D
ep

re
ci

at
io

n 
 

  
 

 –
    

 
6

,6
0

8
   

 
20

,6
22

   
 

7,
6

6
1 

  
 

 2
,6

73
    

 
–

    
 

37
,5

6
4

 

D
is

po
sa

ls
 

 
  

 
 –

    
 

–
    

 
(2

,3
0

6
 ) 

  
(5

6
5 )

 
 

 –
   

 
 –

  
  

 (2
,8

71
 )

M
ar

ch
 3

1,
 2

0
11

 
 

  
 

 –
    

 
8

9
,8

25
   

  
12

7,
6

0
0

   
 

76
,2

8
0

  
 

 1
4,

25
3 

 
 

 –
   

 
 3

0
7,

9
58

D
ep

re
ci

at
io

n 
 

  
 

 –
    

 
9

,3
75

    
 

12
,4

8
3 

  
 

7,
6

59
   

 
2,

6
8

2 
  

 
–

  
  

32
,1

9
9

D
is

po
sa

ls
 

 
  

 
 –

    
 

(7
1 )

 
  

(4
,8

43
 ) 

 
 (2

29
 )  

  
(2

,7
31

 ) 
 

 –
   

 
 (7

,8
74

 )

M
a
rc

h
 3

1,
 2

0
12

 
 

  
$

 
–

  
$

 
9

9
,1

2
9

  
$

 
13

5
,2

4
0

  
$

 
8

3
,7

10
  

$
 

14
,2

0
4

  
 

$
 

–
  
 

$
 

3
3
2

,2
8

3
 

N
E
T

 B
O

O
K

 V
A

L
U

E

M
a
rc

h
 3

1,
 2

0
12

 
 

  
$

  
2

4
,0

18
  

$
  

8
0

,4
9

8
  

$
  

3
2

,0
7
6

  
$

  
17

,9
4

5
  

$
  

2
,7

6
4

  
$

  
2

6
,9

0
8

  
$

  
18

4
,2

0
9

M
ar

ch
 3

1,
 2

0
11

 
 

  
 

 1
7,

13
5 

  
 

 8
6

,9
0

2 
  

 
 3

7,
0

8
1 

 
 

17
,4

8
7 

   
 

5,
0

6
4 

   
 

12
,2

41
    

 
17

5,
9

10
 

Ap
ril

 1
, 2

0
10

 
 

  
 

 5
,7

9
8

   
 

 8
4,

74
1 

  
 

49
,6

38
   

 
 1

4,
0

0
7 

  
 

7,
44

8
   

 
10

,5
0

0
   

 
17

2,
13

2 

Ca
pi

ta
l a

ss
et

s 
re

la
te

d 
to

 F
irs

t N
at

io
ns

 C
as

in
os

 u
nd

er
 th

e 
Co

nd
uc

t a
nd

 M
an

ag
em

en
t A

gr
ee

m
en

t c
on

si
st

 p
rim

ar
ily

 o
f t

he
 c

os
t 

of
 th

e 
ga

m
in

g 
eq

ui
pm

en
t a

nd
 re

la
te

d 
co

m
pu

te
r e

qu
ip

m
en

t.
 

Pr
op

er
ty

 a
nd

 e
qu

ip
m

en
t n

ot
 y

et
 in

 u
se

 is
 c

la
ss

ifi 
ed

 a
s 

w
or

k 
in

 p
ro

gr
es

s 
an

d 
is

 s
ta

te
d 

at
 c

os
t.

 N
o 

de
pr

ec
ia

tio
n 

is
 re

co
rd

ed
 fo

r 

th
es

e 
as

se
ts

.

Th
e 

am
ou

nt
 o

f b
or

ro
w

in
g 

co
st

s 
ca

pi
ta

liz
ed

 d
ur

in
g 

th
e 

20
12

 fi 
sc

al
 y

ea
r w

as
 $

28
6

 (2
0

11
 –

 n
il)

. T
he

 ra
te

 u
se

d 
to

 d
et

er
m

in
e 

th
e 

am
ou

nt
 o

f b
or

ro
w

in
g 

co
st

s 
el

ig
ib

le
 fo

r c
ap

ita
liz

at
io

n 
w

as
 2

.2
50

%
, t

he
 e

ff
ec

tiv
e 

in
te

re
st

 ra
te

 o
f t

he
 s

pe
ci

fi c
 b

or
ro

w
in

g.

Th
e 

ne
t b

oo
k 

va
lu

e 
of

 b
ui

ld
in

gs
 a

nd
 p

ar
ki

ng
 lo

ts
 h

el
d 

un
de

r fi
 n

an
ce

 le
as

es
 a

t t
he

 e
nd

 o
f t

he
 2

0
12

 fi 
sc

al
 y

ea
r i

s 
$4

,4
6

9
 

(2
0

11
 –

 $
4,

74
8

) a
nd

 c
on

si
st

s 
of

 la
nd

 b
ei

ng
 u

se
d 

fo
r p

ar
ki

ng
 fa

ci
lit

ie
s 

at
 th

e 
M

cP
hi

lli
ps

 S
ta

tio
n 

Ca
si

no
 a

nd
 th

e 
Vi

de
o 

Lo
tt

o 

of
fi c

e 
bu

ild
in

g 
lo

ca
te

d 
in

 M
or

ris
, M

an
ito

ba
.

2011-2012 annual report NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

52
53

 
Page 2461



M
A

N
IT

O
B

A
 L

O
T

T
E

R
IE

S
 C

O
R

P
O

R
A

T
IO

N
 –

 N
O

T
E

S
 T

O
 C

O
N

S
O

L
ID

A
T

E
D

 F
IN

A
N

C
IA

L
 S

T
A

T
E

M
E

N
T

S
 (
C

O
N

T
IN

U
E

D
)

FO
R

 T
H

E 
Y

EA
R

 E
N

D
ED

 M
A

R
CH

 3
1,

 2
0

12
(IN

 T
H

O
U

SA
N

D
S 

O
F 

CA
N

A
D

IA
N

 D
O

LL
A

R
S)

M
A

N
IT

O
B

A
 L

O
T

T
E

R
IE

S
 C

O
R

P
O

R
A

T
IO

N
 –

 N
O

T
E

S
 T

O
 C

O
N

S
O

L
ID

A
T

E
D

 F
IN

A
N

C
IA

L
 S

T
A

T
E

M
E

N
T

S
 (
C

O
N

T
IN

U
E

D
)

FO
R

 T
H

E 
Y

EA
R

 E
N

D
ED

 M
A

R
CH

 3
1,

 2
0

12
(IN

 T
H

O
U

SA
N

D
S 

O
F 

CA
N

A
D

IA
N

 D
O

LL
A

R
S)

12
. 
P

R
O

V
IS

IO
N

 F
O

R
 E

M
P

L
O

Y
E

E
 P

E
N

S
IO

N
 B

E
N

E
F

IT
S

Th
e 

Co
rp

or
at

io
n 

ha
s 

a 
de

fi n
ed

 c
on

tr
ib

ut
io

n 
m

on
ey

 p
ur

ch
as

e 
pe

ns
io

n 
pl

an
 a

nd
 is

 a
 m

em
be

r o
f t

he
 m

ul
ti-

em
pl

oy
er

 C
iv

il 

Se
rv

ic
e 

Su
pe

ra
nn

ua
tio

n 
Fu

nd
. T

he
se

 p
en

si
on

 p
la

ns
 c

ov
er

 s
ub

st
an

tia
lly

 a
ll 

em
pl

oy
ee

s 
an

d 
bo

th
 re

qu
ire

 c
on

tr
ib

ut
io

ns
 to

 b
e 

m
ad

e 
to

 s
ep

ar
at

el
y 

ad
m

in
is

te
re

d 
fu

nd
s.

Th
e 

pe
ns

io
n 

ex
pe

ns
e 

re
la

te
d 

to
 th

e 
Co

rp
or

at
io

n’
s 

co
nt

rib
ut

io
ns

 to
 th

e 
m

ul
ti-

em
pl

oy
er

 C
iv

il 
Se

rv
ic

e 
Su

pe
ra

nn
ua

tio
n 

Fu
nd

 is
 

$4
,0

73
 (2

0
11

 –
 $

3,
43

0
). 

B
as

ed
 o

n 
lim

ite
d 

in
fo

rm
at

io
n 

av
ai

la
bl

e 
fr

om
 th

e 
Fu

nd
, t

he
 C

or
po

ra
tio

n 
ha

s 
ju

dg
ed

 th
is

 in
fo

rm
at

io
n 

to
 b

e 
in

su
ffi 

ci
en

t t
o 

pr
op

er
ly

 a
llo

ca
te

 a
ny

 p
ot

en
tia

l p
en

si
on

 p
la

n 
de

fi c
its

 a
nd

 is
 th

er
ef

or
e 

no
t a

bl
e 

to
 re

lia
bl

y 
de

te
rm

in
e 

its
 

pa
rt

ic
ip

at
io

n 
in

 a
ny

 p
ot

en
tia

l f
ut

ur
e 

de
fi c

it.
 A

s 
a 

re
su

lt,
 th

e 
Co

rp
or

at
io

n’
s 

co
nt

rib
ut

io
n 

to
 th

e 
Fu

nd
 is

 re
co

rd
ed

 in
 o

pe
ra

tin
g 

ex
pe

ns
es

. T
he

 C
or

po
ra

tio
n’

s 
sh

ar
e 

of
 th

e 
m

ul
ti-

em
pl

oy
er

 p
la

n 
ac

cr
ue

d 
be

ne
fi t

 o
bl

ig
at

io
n 

ha
s 

be
en

 a
ct

ua
ria

lly
 m

ea
su

re
d 

fo
r a

cc
ou

nt
in

g 
pu

rp
os

es
 a

s 
at

 M
ar

ch
 3

1,
 2

0
12

 u
si

ng
 th

e 
ac

cu
m

ul
at

ed
 b

en
efi

 t
 c

os
t m

et
ho

d 
pr

or
at

ed
 b

as
ed

 o
n 

se
rv

ic
e,

 a
 

di
sc

ou
nt

 ra
te

 o
f 4

.5
0

%
 (2

0
11

 –
 5

.0
0

%
) a

nd
 m

an
ag

em
en

t’
s 

be
st

 e
st

im
at

e 
of

 e
xp

ec
te

d 
pl

an
 p

er
fo

rm
an

ce
, s

al
ar

y 
es

ca
la

tio
n 

an
d 

re
tir

em
en

t a
ge

s 
of

 e
m

pl
oy

ee
s.

 

A 
pe

ns
io

n 
lia

bi
lit

y 
of

 $
1,

28
0

 (2
0

11
 –

 $
78

4)
 h

as
 b

ee
n 

es
ta

bl
is

he
d 

fo
r e

m
pl

oy
ee

s 
w

ho
se

 a
nn

ua
l e

ar
ni

ng
s 

ex
ce

ed
 th

e 
lim

it 

un
de

r t
he

 C
iv

il 
Se

rv
ic

e 
Su

pe
ra

nn
ua

tio
n 

Fu
nd

. A
 lo

ss
 o

f $
49

5 
w

as
 e

xp
er

ie
nc

ed
 in

 th
e 

cu
rr

en
t y

ea
r b

as
ed

 o
n 

th
e 

m
os

t r
ec

en
tly

 

av
ai

la
bl

e 
ac

tu
ar

ia
l a

ss
es

sm
en

t o
f p

en
si

on
 o

bl
ig

at
io

ns
 a

s 
at

 M
ar

ch
 3

1,
 2

0
12

 a
nd

 is
 in

cl
ud

ed
 in

 th
e 

ab
ov

e 
pe

ns
io

n 
ex

pe
ns

e.
 

Th
e 

pe
ns

io
n 

ex
pe

ns
e 

re
la

te
d 

to
 th

e 
Co

rp
or

at
io

n’
s 

co
nt

rib
ut

io
ns

 to
 th

e 
m

on
ey

 p
ur

ch
as

e 
pl

an
 is

 $
14

7 
(2

0
11

 –
 $

14
6

) a
nd

 is
 

re
co

rd
ed

 in
 o

pe
ra

tin
g 

ex
pe

ns
es

.

13
. 
E

X
P

E
N

S
E

S
 B

Y
 N

A
T

U
R

E

G
am

in
g 

di
re

ct
 e

xp
en

se
s 

co
ns

is
t p

rim
ar

ily
 o

f c
os

ts
 a

ss
oc

ia
te

d 
w

ith
 th

e 
op

er
at

io
n 

an
d 

m
ai

nt
en

an
ce

 o
f t

he
 C

or
po

ra
tio

n’
s 

el
ec

tr
on

ic
 g

am
in

g 
an

d 
ta

bl
e 

ga
m

es
 e

qu
ip

m
en

t.
 N

on
-g

am
in

g 
co

st
 o

f s
al

es
 c

on
si

st
 p

rim
ar

ily
 o

f c
os

ts
 a

ss
oc

ia
te

d 
w

ith
 th

e 

Co
rp

or
at

io
n’

s 
en

te
rt

ai
nm

en
t,

 fo
od

 &
 b

ev
er

ag
e 

an
d 

re
ta

il 
st

or
e 

op
er

at
io

ns
.

Th
e 

Co
rp

or
at

io
n’

s 
op

er
at

in
g 

ex
pe

ns
es

 b
y 

th
ei

r n
at

ur
e 

ar
e 

as
 fo

llo
w

s:

 
 

 
 

2
0

12
 

20
11

Em
pl

oy
ee

 b
en

efi
 t

s 
 

  
 

  
$

 
9

2
,4

13
  

$ 
9

0
,6

18
 

Co
m

m
un

ity
 s

up
po

rt
 

 
  

 
  

 
1,

9
2

1 
 

 
2,

0
9

7

Co
ns

ul
ta

nt
 a

nd
 p

ro
fe

ss
io

na
l f

ee
s 

 
  

 
  

 
2

,9
3
6

  
 

3,
6

0
9

M
ai

nt
en

an
ce

 
 

  
 

  
 

6
,0

3
0

  
 

15
,9

6
6

M
ar

ke
tin

g 
 

  
 

  
 

6
,1

0
5

  
 

6
,7

6
1

Pr
op

er
ty

 ta
xe

s 
 

  
 

  
 

3
,1

4
0

  
 

3,
0

50

Su
nd

ry
 

 
  

 
  

 
3
,2

5
0

  
 

4,
78

9

Su
pp

lie
s 

an
d 

eq
ui

pm
en

t 
 

  
 

  
 

3
,1

9
7

  
 

3,
77

6

Te
le

co
m

m
un

ic
at

io
ns

 
 

  
 

  
 

1,
2

2
2

  
 

1,
36

2

Tr
an

sp
or

ta
tio

n 
an

d 
ve

hi
cl

es
 

 
  

 
  

 
1,

4
4

5
  

 
1,

50
3

U
til

iti
es

 
 

  
 

  
 

2
,3

5
4

  
 

2,
42

0

  
 

 
  

 
  

$
 

12
4

,0
13

   
$ 

13
5,

9
51

 

11
. 
L
O

N
G

-T
E

R
M

 D
E

B
T

 
 

 
2

0
12

 
20

11
 

Ap
ril

 1
, 2

0
10

Pr
ov

in
ce

 o
f M

an
ito

ba
, b

ea
rin

g 
in

te
re

st
 a

t 6
.9

50
%

, i
nt

er
es

t o
nl

y 
pa

ya
bl

e 
se

m
i–

an
nu

al
ly

, 

w
ith

 a
ll 

pr
in

ci
pa

l d
ue

 a
t m

at
ur

ity
 o

n 
Au

gu
st

 3
0

, 2
0

10
.  

 
  

 
  

 
  

$
 

 –
  

$ 
 

–
  

$ 
13

5,
0

0
0

Pr
ov

in
ce

 o
f M

an
ito

ba
, b

ea
rin

g 
in

te
re

st
 a

t 5
.0

50
%

, r
ep

ay
ab

le
 in

 m
on

th
ly

 p
rin

ci
pa

l 

in
st

al
lm

en
ts

 o
f $

56
3 

pl
us

 in
te

re
st

 u
nt

il 
Au

gu
st

 3
1,

 2
0

30
. 

  
 

  
 

  
 

12
4

,3
13

  
 

13
1,

0
6

3 
 

 
–

Pr
ov

in
ce

 o
f M

an
ito

ba
, b

ea
rin

g 
in

te
re

st
 a

t 5
.2

50
%

, r
ep

ay
ab

le
 in

 q
ua

rt
er

ly
 p

rin
ci

pa
l 

in
st

al
lm

en
ts

 o
f $

1,
0

71
 p

lu
s 

in
te

re
st

 u
nt

il 
Ju

ne
 3

0
, 2

0
11

. 
  

 
  

 
  

 
–

  
 

1,
0

71
  

 
5,

35
7

Pr
ov

in
ce

 o
f M

an
ito

ba
, b

ea
rin

g 
in

te
re

st
 a

t 4
.6

25
%

, r
ep

ay
ab

le
 in

 q
ua

rt
er

ly
 p

rin
ci

pa
l 

in
st

al
lm

en
ts

 o
f $

1,
0

71
 p

lu
s 

in
te

re
st

 u
nt

il 
Se

pt
em

be
r 3

0
, 2

0
11

. 
  

 
  

 
  

 
–

  
 

2,
14

3 
 

 
6

,4
29

Pr
ov

in
ce

 o
f M

an
ito

ba
, b

ea
rin

g 
in

te
re

st
 a

t t
he

 p
re

va
ili

ng
 B

an
ke

rs
 A

cc
ep

ta
nc

e 
R

at
e 

pl
us

 ¼
 o

f 1
%

, 

re
pa

ya
bl

e 
in

 q
ua

rt
er

ly
 p

rin
ci

pa
l i

ns
ta

llm
en

ts
 o

f $
6

79
 p

lu
s 

in
te

re
st

 u
nt

il 
M

ay
 1

0
, 2

0
12

. 

Th
e 

in
te

re
st

 ra
te

 o
n 

th
e 

de
bt

 a
t M

ar
ch

 3
1,

 2
0

12
 w

as
 1

.5
31

%
. 

  
 

  
 

  
 

6
7
9

  
 

3,
39

3 
 

 
6

,1
0

7

Pr
ov

in
ce

 o
f M

an
ito

ba
, b

ea
rin

g 
in

te
re

st
 a

t 4
.0

50
%

, r
ep

ay
ab

le
 in

 m
on

th
ly

 p
rin

ci
pa

l 

in
st

al
lm

en
ts

 o
f $

8
4 

pl
us

 in
te

re
st

 u
nt

il 
Au

gu
st

 3
1,

 2
0

12
. 

  
 

  
 

  
 

4
2

1 
 

 
1,

43
3 

 
 

2,
44

4

Pr
ov

in
ce

 o
f M

an
ito

ba
, b

ea
rin

g 
in

te
re

st
 a

t 4
.1

50
%

, r
ep

ay
ab

le
 in

 m
on

th
ly

 p
rin

ci
pa

l 

in
st

al
lm

en
ts

 o
f $

9
6

 p
lu

s 
in

te
re

st
 u

nt
il 

Ju
ly

 3
1,

 2
0

13
. 

 
  

 
  

 
  

 
1,

5
3
0

  
 

2,
6

78
  

 
3,

8
26

Pr
ov

in
ce

 o
f M

an
ito

ba
, b

ea
rin

g 
in

te
re

st
 a

t 2
.5

0
0

%
, r

ep
ay

ab
le

 in
 m

on
th

ly
 p

rin
ci

pa
l 

in
st

al
lm

en
ts

 o
f $

12
 p

lu
s 

in
te

re
st

 u
nt

il 
Fe

br
ua

ry
 2

6
, 2

0
15

. 
  

 
  

 
  

 
4

0
8

  
 

54
8

  
 

6
8

8

Pr
ov

in
ce

 o
f M

an
ito

ba
, b

ea
rin

g 
in

te
re

st
 a

t t
he

 p
re

va
ili

ng
 C

an
ad

ia
n 

D
ea

le
r O

ff
er

ed
 R

at
e 

pl
us

 0
.9

0
%

, 

re
pa

ya
bl

e 
in

 q
ua

rt
er

ly
 p

rin
ci

pa
l i

ns
ta

llm
en

ts
 o

f $
55

0
 p

lu
s 

in
te

re
st

 u
nt

il 
Au

gu
st

 3
1,

 2
0

15
. 

Th
e 

in
te

re
st

 ra
te

 o
n 

th
e 

de
bt

 a
t M

ar
ch

 3
1,

 2
0

12
 w

as
 2

.1
77

%
. 

  
 

  
 

  
 

7,
7
0

0
  

 
9

,9
0

0
  

 
–

Pr
ov

in
ce

 o
f M

an
ito

ba
, b

ea
rin

g 
in

te
re

st
 a

t t
he

 p
re

va
ili

ng
 R

oy
al

 B
an

k 
Pr

im
e 

R
at

e 
le

ss
 0

.7
5%

, 

in
te

re
st

 o
nl

y 
pa

ya
bl

e 
qu

ar
te

rly
. N

o 
fi x

ed
 re

pa
ym

en
t s

ch
ed

ul
e 

an
d 

m
at

ur
ity

 d
at

e.
 

Th
e 

in
te

re
st

 ra
te

 o
n 

th
e 

de
bt

 a
t M

ar
ch

 3
1,

 2
0

12
 w

as
 2

.2
50

%
. 

  
 

  
 

  
 

3
0

,8
0

0
  

 
–

  
 

–

Pr
ov

in
ce

 o
f M

an
ito

ba
, b

ea
rin

g 
in

te
re

st
 a

t 2
.3

75
%

, r
ep

ay
ab

le
 in

 m
on

th
ly

 p
rin

ci
pa

l 

in
st

al
lm

en
ts

 o
f $

70
 p

lu
s 

in
te

re
st

 u
nt

il 
M

ar
ch

 3
1,

 2
0

17
. 

 
  

 
  

 
  

 
4

,2
0

0
  

 
–

  
 

–

Pr
ov

in
ce

 o
f M

an
ito

ba
, b

ea
rin

g 
in

te
re

st
 a

t 2
.3

75
%

, r
ep

ay
ab

le
 in

 m
on

th
ly

 p
rin

ci
pa

l 

in
st

al
lm

en
ts

 o
f $

10
8

 p
lu

s 
in

te
re

st
 u

nt
il 

M
ar

ch
 3

1,
 2

0
17

. 
  

 
  

 
  

 
6

,5
0

0
  

 
–

  
 

–

Pr
ov

in
ce

 o
f M

an
ito

ba
, b

ea
rin

g 
in

te
re

st
 a

t 2
.3

75
%

, r
ep

ay
ab

le
 in

 m
on

th
ly

 p
rin

ci
pa

l 

in
st

al
lm

en
ts

 o
f $

8
 p

lu
s 

in
te

re
st

 u
nt

il 
Au

gu
st

 3
1,

 2
0

16
. 

 
  

 
  

 
  

 
3
9

8
  

 
–

  
 

–

Fi
na

nc
e 

le
as

e 
ob

lig
at

io
n 

to
 th

e 
Pr

ov
in

ce
 o

f M
an

ito
ba

, w
ith

 a
 7

.6
30

%
 im

pl
ic

it 
in

te
re

st
 

ra
te

 a
nd

 a
nn

ua
l m

in
im

um
 le

as
e 

pa
ym

en
ts

 o
f $

6
4 

un
til

 J
ul

y 
13

, 2
0

17
. 

 
  

 
  

 
2

4
8

  
 

29
2 

 
 

33
2

  
 

  
 

  
 

  
 

  
 

  
 

17
7,

19
7

  
 

15
2,

52
1 

 
 

16
0

,1
8

3

Le
ss

 c
ur

re
nt

 p
or

tio
n 

of
 lo

ng
-t

er
m

 d
eb

t  
  

 
  

 
  

 
  

 
13

,6
14

  
 

17
,2

21
  

 
17

,5
6

2

  
 

  
 

  
 

  
 

  
 

  
$

 
16

3
,5

8
3

   
$ 

13
5,

30
0

   
$ 

14
2,

6
21

 

Al
l l

on
g-

te
rm

 d
eb

t i
s 

un
se

cu
re

d 
an

d 
th

e 
fa

ir 
m

ar
ke

t v
al

ue
 a

t M
ar

ch
 3

1,
 2

0
12

 is
 $

19
4,

6
44

. T
he

 C
or

po
ra

tio
n’

s 
ex

po
su

re
 to

 

liq
ui

di
ty

 ri
sk

s 
re

la
te

d 
to

 lo
ng

-t
er

m
 d

eb
t i

s 
di

sc
lo

se
d 

in
 n

ot
e 

17
.

2011-2012 annual report NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

54
55

 
Page 2462



M
A

N
IT

O
B

A
 L

O
T

T
E

R
IE

S
 C

O
R

P
O

R
A

T
IO

N
 –

 N
O

T
E

S
 T

O
 C

O
N

S
O

L
ID

A
T

E
D

 F
IN

A
N

C
IA

L
 S

T
A

T
E

M
E

N
T

S
 (
C

O
N

T
IN

U
E

D
)

FO
R

 T
H

E 
Y

EA
R

 E
N

D
ED

 M
A

R
CH

 3
1,

 2
0

12
(IN

 T
H

O
U

SA
N

D
S 

O
F 

CA
N

A
D

IA
N

 D
O

LL
A

R
S)

M
A

N
IT

O
B

A
 L

O
T

T
E

R
IE

S
 C

O
R

P
O

R
A

T
IO

N
 –

 N
O

T
E

S
 T

O
 C

O
N

S
O

L
ID

A
T

E
D

 F
IN

A
N

C
IA

L
 S

T
A

T
E

M
E

N
T

S
 (
C

O
N

T
IN

U
E

D
)

FO
R

 T
H

E 
Y

EA
R

 E
N

D
ED

 M
A

R
CH

 3
1,

 2
0

12
(IN

 T
H

O
U

SA
N

D
S 

O
F 

CA
N

A
D

IA
N

 D
O

LL
A

R
S)

Th
e 

Co
rp

or
at

io
n 

pr
ov

id
es

 o
ve

r f
ou

r h
un

dr
ed

 c
ha

rit
ab

le
 a

nd
 c

om
m

un
ity

 o
rg

an
iz

at
io

ns
 th

e 
op

po
rt

un
ity

 to
 ra

is
e 

fu
nd

s 
fo

r 

th
ei

r o
rg

an
iz

at
io

ns
 b

y 
as

si
st

in
g 

th
e 

Co
rp

or
at

io
n 

in
 th

e 
bi

ng
o 

ev
en

ts
 h

el
d 

at
 it

s 
ca

si
no

s 
an

d 
pr

ov
id

in
g 

fu
nd

in
g 

to
 v

ar
io

us
 

co
m

m
un

ity
 g

ro
up

s 
th

ro
ug

ho
ut

 M
an

ito
ba

.

16
. 
C

O
M

M
IT

M
E

N
T

S
 A

N
D

 C
O

N
T

IN
G

E
N

C
IE

S

(a
) L

ea
se

 o
bl

ig
at

io
ns

 

Th
e 

Co
rp

or
at

io
n 

ha
s 

en
te

re
d 

in
to

 c
om

m
er

ci
al

 le
as

es
 o

n 
ce

rt
ai

n 
bu

ild
in

gs
 a

nd
 p

ar
ki

ng
 lo

ts
 w

hi
ch

 h
av

e 
an

 a
ve

ra
ge

 re
m

ai
ni

ng
 

te
rm

 o
f 2

 to
 1

0
 y

ea
rs

 w
ith

 o
pt

io
ns

 fo
r r

en
ew

al
 a

ft
er

 th
at

 d
at

e.
 In

 a
dd

iti
on

, t
he

 C
or

po
ra

tio
n 

ha
s 

en
te

re
d 

in
to

 c
om

m
er

ci
al

 

le
as

es
 o

n 
ce

rt
ai

n 
m

ot
or

 v
eh

ic
le

s 
w

hi
ch

 h
av

e 
a 

re
m

ai
ni

ng
 te

rm
 ra

ng
in

g 
be

tw
ee

n 
1 

to
 7

 y
ea

rs
 w

ith
 n

o 
re

ne
w

al
 o

pt
io

n 
in

cl
ud

ed
 

in
 th

e 
co

nt
ra

ct
s.

 T
he

 fu
tu

re
 m

in
im

um
 re

nt
al

 p
ay

m
en

ts
 re

la
tin

g 
to

 o
pe

ra
tin

g 
le

as
es

 a
re

 a
s 

fo
llo

w
s:

20
13

 
 

  
$ 

1,
0

36

20
14

 
 

  
 

6
16

20
15

 
 

  
 

21
7

20
16

 
 

  
 

14
9

 

20
17

 
 

  
 

14
1

Su
bs

eq
ue

nt
 y

ea
rs

 
 

  
 

45
0

 
 

 
 

  
$ 

2,
6

0
9

(b
) L

eg
al

 c
la

im
s

In
ci

de
nt

al
 to

 th
e 

na
tu

re
 o

f i
ts

 b
us

in
es

s,
 th

e 
Co

rp
or

at
io

n 
is

 d
ef

en
di

ng
 v

ar
io

us
 p

en
di

ng
 le

ga
l a

ct
io

ns
 a

nd
 c

la
im

s.
 W

hi
le

 th
e 

ou
tc

om
e 

of
 th

es
e 

cl
ai

m
s 

ca
nn

ot
 b

e 
de

te
rm

in
ed

, m
an

ag
em

en
t i

s 
of

 th
e 

op
in

io
n 

th
at

 th
e 

ap
pr

op
ria

te
 a

dj
us

tm
en

ts
 

ha
ve

 b
ee

n 
m

ad
e 

in
 th

e 
ac

co
un

ts
, a

nd
 th

e 
ul

tim
at

e 
ou

tc
om

e 
w

ill
 n

ot
 h

av
e 

a 
m

at
er

ia
l a

dv
er

se
 e

ff
ec

t o
n 

th
e 

Co
rp

or
at

io
n’

s 

fi n
an

ci
al

 p
os

iti
on

.

Th
e 

Co
rp

or
at

io
n 

w
as

 n
am

ed
 a

s 
a 

pa
rt

y 
to

 a
 la

w
su

it 
re

la
te

d 
to

 S
cr

at
ch

 ‘n
 W

in
 lo

tt
er

y 
tic

ke
ts

 in
 M

ar
ch

 2
0

0
9

. N
o 

st
ep

s 
ha

ve
 

be
en

 ta
ke

n 
to

 p
ro

ce
ed

 w
ith

 th
e 

cl
ai

m
 s

in
ce

 it
 w

as
 fi 

le
d 

an
d 

th
e 

po
ss

ib
ili

ty
 o

f a
 p

ay
ou

t r
el

at
ed

 to
 th

is
 a

ct
io

n 
ca

nn
ot

 b
e 

de
te

rm
in

ed
 a

t t
hi

s 
tim

e;
 th

er
ef

or
e 

no
 p

ro
vi

si
on

 fo
r a

ny
 li

ab
ili

ty
 h

as
 b

ee
n 

m
ad

e 
in

 th
e 

co
ns

ol
id

at
ed

 fi 
na

nc
ia

l s
ta

te
m

en
ts

. 

(c
) P

ur
ch

as
e 

co
m

m
it

m
en

ts

At
 th

e 
en

d 
of

 th
e 

20
12

 fi 
sc

al
 y

ea
r t

he
 C

or
po

ra
tio

n 
ha

d 
pu

rc
ha

se
 c

om
m

itm
en

ts
 o

f $
25

,7
0

4 
in

cl
ud

in
g 

$8
,9

57
 re

la
te

d 
to

 

ca
si

no
 c

on
st

ru
ct

io
n 

pr
oj

ec
ts

 a
nd

 $
16

,7
47

 re
la

te
d 

to
 V

LT
 re

pl
ac

em
en

t a
ct

iv
iti

es
.

17
. 
F

IN
A

N
C

IA
L
 I

N
S
T

R
U

M
E

N
T

S

Th
e 

Co
rp

or
at

io
n 

is
 e

xp
os

ed
 to

 in
te

re
st

 r
at

e,
 li

qu
id

ity
 a

nd
 c

re
di

t r
is

ks
 a

ri
si

ng
 fr

om
 fi 

na
nc

ia
l a

ss
et

s 
an

d 
lia

bi
lit

ie
s.

 

Th
e 

Co
rp

or
at

io
n’

s 
ob

je
ct

iv
es

 in
 m

an
ag

in
g 

th
es

e 
ri

sk
s 

ar
e 

to
 p

ro
te

ct
 fr

om
 v

ol
at

ili
ty

 a
nd

 to
 m

in
im

iz
e 

ex
po

su
re

 fr
om

 

fl u
ct

ua
tio

ns
 in

 m
ar

ke
t r

at
es

.

Ri
sk

 m
an

ag
em

en
t p

ol
ic

ie
s 

ha
ve

 b
ee

n 
es

ta
bl

is
he

d 
to

 id
en

tif
y 

an
d 

an
al

yz
e 

th
e 

ris
ks

 fa
ce

d 
by

 th
e 

Co
rp

or
at

io
n,

 to
 s

et
 a

pp
ro

pr
ia

te
 

ris
k 

lim
its

 a
nd

 c
on

tr
ol

s 
an

d 
to

 m
on

ito
r r

is
ks

 a
nd

 a
dh

er
en

ce
 to

 li
m

its
. T

he
 C

or
po

ra
tio

n’
s 

m
an

ag
em

en
t o

ve
rs

ee
s 

th
e 

m
an

ag
em

en
t 

of
 th

es
e 

ris
ks

 in
 a

cc
or

da
nc

e 
w

ith
 th

e 
ris

k 
m

an
ag

em
en

t p
ol

ic
ie

s 
an

d 
fr

am
ew

or
k 

ap
pr

ov
ed

 b
y 

th
e 

B
oa

rd
 o

f D
ire

ct
or

s.
 

14
. 
S
H

A
R

E
 O

F
 P

R
O

F
IT

 O
F

 W
C

L
C

 
 

 
 

2
0

12
 

20
11

R
ev

en
ue

 
 

  
 

  
$

 
2

2
3
,4

2
2

   
$ 

24
2,

13
1

Pr
iz

es
, c

om
m

is
si

on
s 

& 
ot

he
r c

os
t o

f s
al

es
 

  
 

  
 

14
9

,8
2

0
  

 
15

9
,3

6
7

W
CL

C 
pa

rt
ne

r e
qu

al
iz

at
io

n 
 

  
 

  
 

3
,5

9
8

  
 

3,
45

9

Pa
ym

en
t t

o 
G

ov
er

nm
en

t o
f C

an
ad

a 
 

  
 

  
 

2
,3

2
9

  
 

2,
28

3

Pr
ofi

 t
 

 
  

 
  

$
 

 6
7,

6
7
5

   
$ 

 7
7,

0
22

 

Th
e 

W
CL

C 
ea

rn
ed

 re
ve

nu
e 

in
 th

e 
20

12
 fi 

sc
al

 y
ea

r i
n 

th
e 

am
ou

nt
 o

f $
1,

18
3,

8
0

4 
(2

0
11

 –
 $

1,
26

8
,9

47
), 

of
 w

hi
ch

 th
e 

Co
rp

or
at

io
n’

s 
sh

ar
e 

ca
lc

ul
at

ed
 b

as
ed

 o
n 

re
la

tiv
e 

sa
le

s 
le

ve
ls

 b
y 

ju
ris

di
ct

io
n 

is
 1

9
%

 (2
0

11
 –

 1
9

%
). 

Th
e 

W
CL

C’
s 

to
ta

l p
ro

fi t
 fo

r 

th
e 

20
12

 fi 
sc

al
 y

ea
r w

as
 $

40
0

,7
25

 (2
0

11
 –

 $
44

0
,2

9
5)

 o
f w

hi
ch

 th
e 

Co
rp

or
at

io
n’

s 
sh

ar
e 

is
 1

7%
 (2

0
11

 –
 1

7%
).

Th
e 

Pr
ov

in
ce

 o
f M

an
ito

ba
 is

 a
 m

em
be

r i
n 

th
e 

W
CL

C.
 A

n 
ag

re
em

en
t i

s 
in

 p
la

ce
 w

ith
 th

e 
Pr

ov
in

ce
s 

of
 A

lb
er

ta
 a

nd
 

Sa
sk

at
ch

ew
an

 w
he

re
 M

an
ito

ba
 L

ot
te

rie
s 

pr
ov

id
es

 e
co

no
m

ic
 b

en
efi

 t
 e

qu
al

iz
at

io
n 

sp
ec

ifi 
c 

to
 s

al
ar

y 
co

st
s 

of
 h

ea
d 

of
fi c

e 

em
pl

oy
ee

s 
re

si
di

ng
 in

 M
an

ito
ba

.

Ef
fe

ct
iv

e 
Ja

nu
ar

y 
1,

 1
9

8
0

 th
e 

G
ov

er
nm

en
t o

f C
an

ad
a 

te
rm

in
at

ed
 it

s 
in

vo
lv

em
en

t i
n 

lo
tt

er
ie

s.
 In

 re
tu

rn
, t

he
 te

n 
pr

ov
in

ce
s 

ar
e 

to
 c

on
tr

ib
ut

e 
an

 a
nn

ua
l s

um
 o

f $
24

,0
0

0
, a

dj
us

te
d 

fo
r i

nfl
 a

tio
n,

 to
 th

e 
Fe

de
ra

l G
ov

er
nm

en
t.

 

15
. 
A

L
L
O

C
A

T
IO

N
S
 A

N
D

 P
A

Y
M

E
N

T
S

 
 

 
 

2
0

12
 

20
11

G
am

in
g 

Co
m

m
is

si
on

 fe
es

 a
nd

 C
ro

w
n 

le
vy

 
  

 
  

$
 

 3
,1

4
2

   
$ 

 
3,

11
6

 

Fi
rs

t N
at

io
ns

 a
llo

ca
tio

n 
 

 
  

 
  

 
4

3
,7

7
5

  
 

43
,6

6
1

M
an

ito
ba

 J
oc

ke
y 

Cl
ub

 In
c.

 c
on

tr
ib

ut
io

n 
 

  
 

  
 

5
,9

9
1 

 
 

5,
45

7

To
ur

is
m

 c
on

tr
ib

ut
io

n 
 

  
 

  
 

2
5

,3
7
7
  

 
25

,1
41

R
es

po
ns

ib
le

 g
am

in
g 

fu
nd

in
g 

 
  

 
  

 
3
,7

6
3

  
 

3,
6

34

Ca
si

no
 b

in
go

 v
ol

un
te

er
 p

ro
gr

am
 

 
  

 
  

 
3
,9

3
9

  
 

3,
9

41

  
 

 
  

 
  

$
 

8
5

,9
8

7
   

$ 
8

4,
9

50
 

Th
e 

Co
rp

or
at

io
n 

pr
ov

id
es

 fu
nd

in
g 

to
 th

e 
M

an
ito

ba
 G

am
in

g 
Co

nt
ro

l C
om

m
is

si
on

 (M
G

CC
) t

hr
ou

gh
 p

ay
m

en
t o

f a
nn

ua
l 

re
gi

st
ra

tio
n 

fe
es

 fo
r e

le
ct

ro
ni

c 
ga

m
in

g 
m

ac
hi

ne
s 

an
d 

em
pl

oy
ee

s.
 T

he
 C

or
po

ra
tio

n 
al

so
 p

ro
vi

de
s 

fu
nd

in
g 

to
 th

e 
Cr

ow
n 

Co
rp

or
at

io
ns

 C
ou

nc
il 

th
ro

ug
h 

th
e 

pa
ym

en
t o

f a
n 

an
nu

al
 le

vy
.

Fi
rs

t N
at

io
ns

 V
LT

 s
ite

ho
ld

er
s 

re
ce

iv
e 

an
 a

llo
ca

tio
n 

of
 V

LT
 re

ve
nu

e 
to

 p
ro

vi
de

 s
us

ta
in

ab
le

 s
oc

ia
l a

nd
 e

co
no

m
ic

 b
en

efi
 t

s 
an

d 

op
po

rt
un

iti
es

 w
ith

in
 th

e 
si

te
ho

ld
er

s’
 c

om
m

un
iti

es
 in

 M
an

ito
ba

. 

Th
e 

Co
rp

or
at

io
n 

pa
ys

 th
e 

M
an

ito
ba

 J
oc

ke
y 

Cl
ub

 In
c.

 a
 p

or
tio

n 
of

 th
e 

re
ve

nu
e 

ge
ne

ra
te

d 
by

 th
e 

VL
Ts

 a
t A

ss
in

ib
oi

a 
D

ow
ns

 a
s 

a 

co
nt

rib
ut

io
n 

to
 s

up
po

rt
 h

or
se

 ra
ci

ng
 in

 th
e 

pr
ov

in
ce

.

Th
e 

Co
rp

or
at

io
n 

pr
ov

id
es

 c
on

tr
ib

ut
io

ns
 to

w
ar

ds
 s

up
po

rt
in

g 
to

ur
is

m
 in

 M
an

ito
ba

 th
ro

ug
h 

th
e 

VL
T 

pr
og

ra
m

.

R
es

po
ns

ib
le

 g
am

in
g 

fu
nd

in
g 

in
cl

ud
es

 a
m

ou
nt

s 
pa

id
 to

 th
e 

Ad
di

ct
io

ns
 F

ou
nd

at
io

n 
of

 M
an

ito
ba

 a
nd

 o
th

er
 o

rg
an

iz
at

io
ns

 fo
r 

th
ei

r r
es

po
ns

ib
le

 g
am

in
g 

re
se

ar
ch

 a
nd

 p
ro

gr
am

m
in

g.

2011-2012 annual report NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

56
57

 
Page 2463



M
A

N
IT

O
B

A
 L

O
T

T
E

R
IE

S
 C

O
R

P
O

R
A

T
IO

N
 –

 N
O

T
E

S
 T

O
 C

O
N

S
O

L
ID

A
T

E
D

 F
IN

A
N

C
IA

L
 S

T
A

T
E

M
E

N
T

S
 (
C

O
N

T
IN

U
E

D
)

FO
R

 T
H

E 
Y

EA
R

 E
N

D
ED

 M
A

R
CH

 3
1,

 2
0

12
(IN

 T
H

O
U

SA
N

D
S 

O
F 

CA
N

A
D

IA
N

 D
O

LL
A

R
S)

M
A

N
IT

O
B

A
 L

O
T

T
E

R
IE

S
 C

O
R

P
O

R
A

T
IO

N
 –

 N
O

T
E

S
 T

O
 C

O
N

S
O

L
ID

A
T

E
D

 F
IN

A
N

C
IA

L
 S

T
A

T
E

M
E

N
T

S
 (
C

O
N

T
IN

U
E

D
)

FO
R

 T
H

E 
Y

EA
R

 E
N

D
ED

 M
A

R
CH

 3
1,

 2
0

12
(IN

 T
H

O
U

SA
N

D
S 

O
F 

CA
N

A
D

IA
N

 D
O

LL
A

R
S)

Th
e 

ag
in

g 
of

 tr
ad

e 
an

d 
ot

he
r r

ec
ei

va
bl

es
 a

t t
he

 e
nd

 o
f t

he
 2

0
12

 fi 
sc

al
 y

ea
r i

s 
as

 fo
llo

w
s:

N
ei

th
er

 im
pa

ire
d 

no
r p

as
t d

ue
 

 
  

$ 
15

,8
9

6

N
ot

 im
pa

ire
d 

an
d 

pa
st

 d
ue

 a
s 

fo
llo

w
s:

 
 

W
ith

in
 3

0
 d

ay
s 

 
  

 
10

31
 to

 6
0

 d
ay

s 
 

  
 

8

6
1 

to
 9

0
 d

ay
s 

 
  

 
2

O
ve

r 9
0

 d
ay

s 
 

  
 

13
 

Al
lo

w
an

ce
 fo

r d
ou

bt
fu

l a
cc

ou
nt

s 
 

  
 

–

  
 

 
  

$ 
15

,9
29

 

(d
) C

ap
it

al
 m

an
ag

em
en

t

Th
e 

Co
rp

or
at

io
n’

s 
ca

pi
ta

l i
s 

co
m

pr
is

ed
 o

f l
on

g-
te

rm
 d

eb
t a

nd
 e

qu
ity

. T
he

 C
or

po
ra

tio
n’

s 
ob

je
ct

iv
es

 w
he

n 
m

an
ag

in
g 

its
 

ca
pi

ta
l s

tr
uc

tu
re

 a
re

 to
 c

on
tin

ue
 it

s 
ab

ili
ty

 to
 m

ee
t i

ts
 fi 

na
nc

ia
l o

bl
ig

at
io

ns
 a

nd
 to

 fi 
na

nc
e 

gr
ow

th
 a

nd
 c

ap
ita

l e
xp

en
di

tu
re

s.
 

Th
es

e 
ob

je
ct

iv
es

 h
av

e 
re

m
ai

ne
d 

un
ch

an
ge

d 
ov

er
 th

e 
fi s

ca
l y

ea
rs

 p
re

se
nt

ed
.

Th
e 

Co
rp

or
at

io
n 

is
 s

ub
je

ct
 to

 c
ap

ita
l g

ro
w

th
 re

st
ric

tio
ns

 a
s 

th
e 

re
su

lt 
of

 th
e 

re
qu

ire
m

en
t t

o 
al

lo
ca

te
 1

0
0

%
 o

f a
nn

ua
l 

co
ns

ol
id

at
ed

 n
et

 in
co

m
e 

to
 th

e 
Pr

ov
in

ce
 o

f M
an

ito
ba

.

(e
) F

ai
r 

va
lu

e

Th
e 

fa
ir 

va
lu

e 
of

 th
e 

Co
rp

or
at

io
n’

s 
fi n

an
ci

al
 in

st
ru

m
en

ts
 o

n 
in

iti
al

 re
co

gn
iti

on
 is

 th
e 

tr
an

sa
ct

io
n 

pr
ic

e,
 w

hi
ch

 is
 th

e 
va

lu
e 

of
 

th
e 

co
ns

id
er

at
io

n 
gi

ve
n 

or
 re

ce
iv

ed
. F

in
an

ci
al

 in
st

ru
m

en
ts

 re
co

gn
iz

ed
 a

t f
ai

r v
al

ue
 m

us
t b

e 
cl

as
si

fi e
d 

in
 o

ne
 o

f t
he

 fo
llo

w
in

g 

th
re

e 
fa

ir 
va

lu
e 

hi
er

ar
ch

y 
le

ve
ls

:

Le
ve

l 1
 –

 m
ea

su
re

m
en

t b
as

ed
 o

n 
qu

ot
ed

 p
ric

es
 (u

na
dj

us
te

d)
 o

bs
er

ve
d 

in
 a

ct
iv

e 
m

ar
ke

ts
 fo

r i
de

nt
ic

al
 a

ss
et

s 
or

 li
ab

ili
tie

s.

Le
ve

l 2
 –

 m
ea

su
re

m
en

t b
as

ed
 o

n 
in

pu
ts

 o
th

er
 th

an
 q

uo
te

d 
pr

ic
es

 in
cl

ud
ed

 in
 le

ve
l 1

 th
at

 a
re

 o
bs

er
va

bl
e 

fo
r t

he
 a

ss
et

 o
r l

ia
bi

lit
y.

Le
ve

l 3
 –

 m
ea

su
re

m
en

t b
as

ed
 o

n 
in

pu
ts

 th
at

 a
re

 n
ot

 o
bs

er
va

bl
e 

(s
up

po
rt

ed
 b

y 
lit

tle
 o

r n
o 

m
ar

ke
t a

ct
iv

ity
) f

or
 th

e 
as

se
t o

r l
ia

bi
lit

y.

Th
e 

Co
rp

or
at

io
n’

s 
fi n

an
ci

al
 in

st
ru

m
en

ts
 c

on
si

st
 o

f c
as

h,
 tr

ad
e 

an
d 

ot
he

r r
ec

ei
va

bl
es

, t
ra

de
 a

nd
 o

th
er

 p
ay

ab
le

s,
 p

ay
ab

le
 

to
 th

e 
Pr

ov
in

ce
 o

f M
an

ito
ba

 a
nd

 lo
ng

-t
er

m
 d

eb
t.

 U
nl

es
s 

ot
he

rw
is

e 
st

at
ed

, t
he

 fa
ir 

va
lu

e 
of

 th
e 

Co
rp

or
at

io
n’

s 
fi n

an
ci

al
 

in
st

ru
m

en
ts

 a
pp

ro
xi

m
at

es
 th

ei
r c

ar
ry

in
g 

va
lu

e.
 

Fi
na

nc
ia

l i
ns

tr
um

en
ts

 re
co

rd
ed

 a
t f

ai
r v

al
ue

s,
 c

la
ss

ifi 
ed

 u
si

ng
 th

e 
fa

ir 
va

lu
e 

hi
er

ar
ch

y,
 a

re
 a

s 
fo

llo
w

s:

 
 

Le
ve

l 1
 

Le
ve

l 2
 

Le
ve

l 3
 

To
ta

l

Ca
sh

 
$ 

 
30

,8
50

  
$ 

 –
  

$ 
 –

  
$ 

 
30

,8
50

  
 

$ 
30

,8
50

  
$ 

–
  

$ 
–

  
$ 

30
,8

50

(a
) I

nt
er

es
t 

ra
te

 r
is

k

In
te

re
st

 ra
te

 ri
sk

 is
 th

e 
ris

k 
to

 th
e 

Co
rp

or
at

io
n’

s 
in

co
m

e 
th

at
 a

ris
es

 fr
om

 fl 
uc

tu
at

io
ns

 in
 in

te
re

st
 ra

te
s 

an
d 

th
e 

de
gr

ee
 o

f 

vo
la

til
ity

 o
f t

he
se

 ra
te

s.
 T

he
 C

or
po

ra
tio

n 
do

es
 n

ot
 u

se
 d

er
iv

at
iv

e 
in

st
ru

m
en

ts
 to

 re
du

ce
 it

s 
ex

po
su

re
 to

 in
te

re
st

 ra
te

 ri
sk

, 

th
ou

gh
 ri

sk
s 

as
so

ci
at

ed
 w

ith
 in

te
re

st
 ra

te
 fl 

uc
tu

at
io

ns
 a

re
 m

iti
ga

te
d 

ba
se

d 
on

 7
8

%
 (2

0
11

 –
 9

1%
) o

f l
on

g-
te

rm
 d

eb
t h

av
in

g 
a 

fi x
ed

 in
te

re
st

 ra
te

. T
he

 im
pa

ct
 o

n 
th

e 
Co

rp
or

at
io

n’
s 

in
co

m
e 

as
so

ci
at

ed
 w

ith
 th

e 
va

ria
bl

e 
in

te
re

st
 ra

te
 lo

ng
-t

er
m

 d
eb

t i
s 

no
t 

co
ns

id
er

ed
 s

ig
ni

fi c
an

t.
 

(b
) L

iq
ui

di
ty

 r
is

k

Li
qu

id
ity

 ri
sk

 is
 th

e 
ris

k 
th

e 
Co

rp
or

at
io

n 
w

ill
 e

nc
ou

nt
er

 d
iffi

 c
ul

tie
s 

in
 m

ee
tin

g 
its

 fi 
na

nc
ia

l l
ia

bi
lit

y 
ob

lig
at

io
ns

. T
he

 C
or

po
ra

tio
n 

m
iti

ga
te

s 
th

is
 ri

sk
 th

ro
ug

h 
ca

sh
 a

nd
 lo

ng
-t

er
m

 d
eb

t m
an

ag
em

en
t. 

Tr
ad

e 
pa

ya
bl

es
 a

re
 d

ue
 w

ith
in

 o
ne

 y
ea

r a
nd

 a
 s

ig
ni

fi c
an

t 

po
rt

io
n 

of
 th

e 
lo

ng
-t

er
m

 d
eb

t i
s 

re
pa

ya
bl

e 
in

 e
ith

er
 q

ua
rt

er
ly

 o
r m

on
th

ly
 in

st
al

lm
en

ts
.

Th
e 

ta
bl

e 
be

lo
w

 s
um

m
ar

iz
es

 th
e 

m
at

ur
ity

 p
ro

fi l
e 

of
 th

e 
Co

rp
or

at
io

n’
s 

fi n
an

ci
al

 li
ab

ili
tie

s 
ba

se
d 

on
 c

on
tr

ac
tu

al
 

un
di

sc
ou

nt
ed

 p
ay

m
en

ts
.

 
 

L
e
ss

 t
h
a
n

2
0

12
 

O
n
 d

e
m

a
n
d
 

1 
y
e
a
r 

1 
y
e
a
r 

2
 y

e
a
rs

 
3
 y

e
a
rs

 
4

 y
e
a
rs

 
5

 y
e
a
rs

 
>
5

 y
e
a
rs

Tr
a
d
e
 a

n
d
 o

th
e
r 

 
p
a
y
a
b
le

s 
$

 
2

,6
11

  
$

 
3
4

,1
0

1 
 

$
  

–
  

$
 

 –
  

$
 

 –
  

$
 

 –
  

$
 

 –
  

$
  

–

P
a
y
a
b
le

 t
o
 t

h
e
 

 
P

ro
v
in

ce
 o

f 
M

a
n
it

o
b
a
 
 

–
  

 
19

,2
7
3
  

 
–

  
 

–
  

 
–

  
 

–
  

 
–

  
 

–

L
o
n
g
-t

e
rm

 d
e
b
t 

 
–

  
 

13
,6

14
  

 
11

,7
5

3
  

 
11

,3
6

2
  

 
10

,1
3
8

  
 

8
,9

6
8

  
 

6
,7

5
0

  
 

 
11

4
,6

12

 
 

$
 

2
,6

11
  

$
 

6
6

,9
8

8
  

$
 

11
,7

5
3
  

$
 

11
,3

6
2

  
$

 
10

,1
3
8

  
$

 
8

,9
6

8
  

$
 

6
,7

5
0

  
$

 
11

4
,6

12

 
 

L
e
ss

 t
h
a
n

2
0

11
 

O
n
 d

e
m

a
n
d
 

1 
y
e
a
r 

1 
y
e
a
r 

2
 y

e
a
rs

 
3
 y

e
a
rs

 
4

 y
e
a
rs

 
5

 y
e
a
rs

 
>
5

 y
e
a
rs

Tr
ad

e 
an

d 
ot

he
r 

 
pa

ya
bl

es
 

$ 
2,

48
1 

  
$ 

43
,9

54
  

$ 
–

  
$ 

–
  

$ 
–

  
$ 

–
  

$ 
–

  
$ 

–

Pa
ya

bl
e 

to
 th

e 
 

Pr
ov

in
ce

 o
f M

an
ito

ba
 

 
–

  
 

19
,4

0
1 

 
 

–
  

 
–

  
 

–
  

 
–

  
 

–
  

 
–

Lo
ng

-t
er

m
 d

eb
t 

 
–

  
 

17
,2

21
  

 
11

,3
8

4 
 

 
9

,5
23

  
 

9
,1

32
  

 
7,

9
0

8
  

 
6

,7
9

1 
  

 
9

0
,5

6
2

 
 

$ 
2,

48
1 

 
$ 

8
0

,5
76

  
$ 

11
,3

8
4 

 
$ 

9
,5

23
  

$ 
9

,1
32

  
$ 

7,
9

0
8

  
$ 

6
,7

9
1 

 
$ 

9
0

,5
6

2

(c
) C

re
di

t 
ri

sk

Cr
ed

it 
ris

k 
is

 th
e 

ris
k 

to
 th

e 
Co

rp
or

at
io

n 
th

at
 a

 c
ou

nt
er

pa
rt

y 
w

ill
 fa

il 
to

 p
er

fo
rm

 it
s 

ob
lig

at
io

ns
 o

r p
ay

 a
m

ou
nt

s 
du

e 
ca

us
in

g 

a 
fi n

an
ci

al
 lo

ss
. T

he
 C

or
po

ra
tio

n 
m

iti
ga

te
s 

th
is

 ri
sk

 th
ro

ug
h 

ce
nt

ra
liz

ed
 c

re
di

t m
an

ag
em

en
t a

nd
 c

ol
le

ct
io

n 
pr

ac
tic

es
 

an
d,

 w
he

re
 a

pp
lic

ab
le

, t
he

 e
st

ab
lis

hm
en

t o
f a

 re
as

on
ab

le
 a

llo
w

an
ce

 fo
r n

on
-c

ol
le

ct
ib

le
 a

m
ou

nt
s 

w
hi

ch
 is

 n
et

te
d 

ag
ai

ns
t 

tr
ad

e 
an

d 
ot

he
r r

ec
ei

va
bl

es
. T

he
 re

qu
ire

m
en

t f
or

 im
pa

irm
en

t i
s 

an
al

yz
ed

 a
t e

ac
h 

re
po

rt
in

g 
da

te
 fo

r e
ve

ry
 c

us
to

m
er

 o
n 

an
 

in
di

vi
du

al
 b

as
is

. T
he

 m
ax

im
um

 c
re

di
t r

is
k 

ex
po

su
re

 is
 th

e 
ca

rr
yi

ng
 v

al
ue

 o
f e

ac
h 

cl
as

s 
of

 fi 
na

nc
ia

l a
ss

et
 d

is
cl

os
ed

 in
 n

ot
e 

5 

an
d 

it 
is

 m
an

ag
em

en
t’

s 
op

in
io

n 
th

at
 th

e 
Co

rp
or

at
io

n 
do

es
 n

ot
 h

av
e 

si
gn

ifi 
ca

nt
 c

on
ce

nt
ra

tio
n 

ris
k.

2011-2012 annual report NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

58
59

 
Page 2464



M
A

N
IT

O
B

A
 L

O
T

T
E

R
IE

S
 C

O
R

P
O

R
A

T
IO

N
 –

 N
O

T
E

S
 T

O
 C

O
N

S
O

L
ID

A
T

E
D

 F
IN

A
N

C
IA

L
 S

T
A

T
E

M
E

N
T

S
 (
C

O
N

T
IN

U
E

D
)

FO
R

 T
H

E 
Y

EA
R

 E
N

D
ED

 M
A

R
CH

 3
1,

 2
0

12
(IN

 T
H

O
U

SA
N

D
S 

O
F 

CA
N

A
D

IA
N

 D
O

LL
A

R
S)

M
A

N
IT

O
B

A
 L

O
T

T
E

R
IE

S
 C

O
R

P
O

R
A

T
IO

N
 –

 N
O

T
E

S
 T

O
 C

O
N

S
O

L
ID

A
T

E
D

 F
IN

A
N

C
IA

L
 S

T
A

T
E

M
E

N
T

S
 (
C

O
N

T
IN

U
E

D
)

FO
R

 T
H

E 
Y

EA
R

 E
N

D
ED

 M
A

R
CH

 3
1,

 2
0

12
(IN

 T
H

O
U

SA
N

D
S 

O
F 

CA
N

A
D

IA
N

 D
O

LL
A

R
S)

M
a
n

it
o
b
a
 L

o
tt

e
ri

e
s 

C
o
rp

o
ra

ti
o
n

R
E

C
O

N
C

IL
IA

T
IO

N
 O

F
 C

O
N

S
O

L
ID

A
T

E
D

 S
T
A

T
E

M
E

N
T

 O
F

 

F
IN

A
N

C
IA

L
 P

O
S
IT

IO
N

 A
S
 A

T
 A

P
R

IL
 1

, 
2

0
10

(IN
 T

H
O

U
SA

N
D

S 
O

F 
CA

N
A

D
IA

N
 D

O
LL

A
R

S)

 
 

N
ot

es
 

Ca
na

di
an

 G
AA

P 
IF

RS
 A

dj
us

tm
en

ts
 

IF
R

S

A
S
S
E
T

S
 

 
  

 

C
u
rr

e
n
t 

A
ss

e
ts

 
 

  
 

Ca
sh

  
 

  
 $

 
27

,4
9

1 
  

$ 
–

    
$ 

27
,4

9
1

Tr
ad

e 
an

d 
ot

he
r r

ec
ei

va
bl

es
 

 
  

 
 9

,6
0

0
   

 
–

   
 

 9
,6

0
0

In
ve

nt
or

ie
s 

 
A 

 
 

 2
,6

28
   

 
(1

,1
71

 ) 
 

 1
,4

57

Pr
ep

ay
m

en
ts

 
 

   
 

2,
10

7 
  

 
–

    
 

2,
10

7

 
 

 
 

  
 

 4
1,

8
26

   
 

(1
,1

71
 ) 

  
40

,6
55

N
o
n
-C

u
rr

e
n
t 

A
ss

e
ts

 
 

  
 

Pr
op

er
ty

 a
nd

 e
qu

ip
m

en
t,

 n
et

 
 

A 
–

 D
  

  
15

6
,7

35
   

 
15

,3
9

7 
  

 
17

2,
13

2

In
ta

ng
ib

le
 a

ss
et

s,
 n

et
 

 
C 

 
 

 –
    

 
5,

56
8

   
 

5,
56

8

O
th

er
 a

ss
et

s 
 

D
  

 
 4

,7
9

4 
  

 
(4

,7
9

4 
) 

 
 –

 

 
 

 
 

  
 

 1
6

1,
52

9
   

 
16

,1
71

  
  

17
7,

70
0

T
O

T
A

L
 A

S
S
E
T

S
 

 
  

 $
 

2
0

3
,3

5
5

  
 

$
 

15
,0

0
0

  
 

$
 

2
18

,3
5

5

L
IA

B
IL

IT
IE

S
 A

N
D

 E
Q

U
IT

Y

C
u
rr

e
n
t 

L
ia

b
il
it

ie
s

Tr
ad

e 
an

d 
ot

he
r p

ay
ab

le
s 

 
  

 $
 

35
,6

74
   

$ 
–

    
$ 

35
,6

74

Pa
ya

bl
e 

to
 th

e 
Pr

ov
in

ce
 o

f M
an

ito
ba

 
 

  
 

 1
,6

73
   

 
–

    
 

1,
6

73

Cu
rr

en
t p

or
tio

n 
of

 lo
ng

-t
er

m
 d

eb
t 

 
   

 
17

,5
6

2 
  

 
–

    
 

17
,5

6
2

 
 

 
 

  
 

 5
4,

9
0

9
   

 
–

    
 

54
,9

0
9

N
o
n
-C

u
rr

e
n
t 

L
ia

b
il
it

ie
s 

 
  

 

Lo
ng

-t
er

m
 d

eb
t 

 
  

 
 1

42
,6

21
   

 
–

   
 

 1
42

,6
21

Pr
ov

is
io

n 
fo

r e
m

pl
oy

ee
 p

en
si

on
 b

en
efi

 t
s 

 
  

 
 8

25
   

 
–

    
 

8
25

 
 

 
  

  
 

14
3,

44
6

   
 

–
   

 
 1

43
,4

46

Co
m

m
itm

en
ts

 a
nd

 c
on

tin
ge

nc
ie

s 
 

  
 

E
q
u
it

y
  

 
  

 

Co
nt

rib
ut

ed
 s

ur
pl

us
 

 
B

  
  

–
    

 
15

,0
0

0
   

 
15

,0
0

0

R
et

ai
ne

d 
ea

rn
in

gs
 

 
  

 
 5

,0
0

0
   

 
–

   
  

5,
0

0
0

 
 

 
 

  
 

 5
,0

0
0

   
 

15
,0

0
0

  
  

20
,0

0
0

T
O

T
A

L
 L

IA
B

IL
IT

IE
S
 A

N
D

 E
Q

U
IT

Y
 

 
  

 $
 

2
0

3
,3

5
5

  
 

$
 

15
,0

0
0

  
 

$
 

2
18

,3
5

5

18
. 
R

E
L
A

T
E

D
 P

A
R

T
Y

 D
IS

C
L
O

S
U

R
E

S

Th
e 

Co
rp

or
at

io
n 

is
 re

la
te

d 
to

 v
ar

io
us

 o
th

er
 g

ov
er

nm
en

t a
ge

nc
ie

s,
 m

in
is

tr
ie

s 
an

d 
Cr

ow
n 

co
rp

or
at

io
ns

 u
nd

er
 th

e 
co

m
m

on
 

co
nt

ro
l o

f t
he

 G
ov

er
nm

en
t o

f M
an

ito
ba

. A
ll 

tr
an

sa
ct

io
ns

 w
ith

 th
es

e 
re

la
te

d 
pa

rt
ie

s 
ar

e 
in

 th
e 

no
rm

al
 c

ou
rs

e 
of

 o
pe

ra
tio

ns
 

an
d 

ar
e 

m
ea

su
re

d 
at

 te
rm

s 
eq

ui
va

le
nt

 to
 th

os
e 

th
at

 p
re

va
il 

in
 a

rm
’s

 le
ng

th
 tr

an
sa

ct
io

ns
. O

ut
st

an
di

ng
 b

al
an

ce
s 

at
 y

ea
r-

en
d 

ar
e 

un
se

cu
re

d 
an

d 
se

tt
le

m
en

t o
cc

ur
s 

in
 c

as
h.

 T
he

se
 tr

an
sa

ct
io

ns
 in

cl
ud

e 
lo

ng
-t

er
m

 d
eb

t w
ith

 th
e 

Pr
ov

in
ce

 o
f M

an
ito

ba
 a

s 

di
sc

lo
se

d 
in

 n
ot

e 
11

 o
f t

he
se

 c
on

so
lid

at
ed

 fi 
na

nc
ia

l s
ta

te
m

en
ts

.

Co
m

pe
ns

at
io

n 
of

 k
ey

 m
an

ag
em

en
t p

er
so

nn
el

 o
f t

he
 C

or
po

ra
tio

n,
 w

hi
ch

 is
 re

co
gn

iz
ed

 a
s 

an
 o

pe
ra

tin
g 

ex
pe

ns
e 

du
rin

g 
th

e 

ye
ar

, i
s 

as
 fo

llo
w

s:

 
 

 
 

2
0

12
 

20
11

Sh
or

t-
te

rm
 e

m
pl

oy
ee

 b
en

efi
 t

s 
 

  
 

  
$

 
1,

6
13

   
$ 

1,
47

1 

Po
st

-e
m

pl
oy

m
en

t p
en

si
on

 a
nd

 m
ed

ic
al

 b
en

efi
 t

s 
  

 
  

 
6

7
  

 
6

8

  
 

 
  

 
  

$
 

1,
6

8
0

  
$ 

1,
53

9

19
. 
F

IR
S
T

-T
IM

E
 A

D
O

P
T

IO
N

 O
F

 I
F

R
S

 C
an

ad
ia

n 
pu

bl
ic

ly
 a

cc
ou

nt
ab

le
 e

nt
er

pr
is

es
, i

nc
lu

di
ng

 th
e 

Co
rp

or
at

io
n,

 a
re

 re
qu

ire
d 

to
 p

re
pa

re
 th

ei
r c

on
so

lid
at

ed
 fi 

na
nc

ia
l 

st
at

em
en

ts
 in

 a
cc

or
da

nc
e 

w
ith

 IF
R

S 
fo

r p
er

io
ds

 b
eg

in
ni

ng
 o

n 
or

 a
ft

er
 J

an
ua

ry
 1

, 2
0

11
. T

he
 c

on
so

lid
at

ed
 fi 

na
nc

ia
l s

ta
te

m
en

ts
 

in
cl

ud
ed

 h
er

ei
n 

fo
r t

he
 y

ea
r e

nd
ed

 M
ar

ch
 3

1,
 2

0
12

 h
av

e 
be

en
 p

re
pa

re
d 

ba
se

d 
on

 IF
R

S.
 C

om
pa

ra
tiv

e 
re

su
lts

 fo
r t

he
 y

ea
r 

en
de

d 
M

ar
ch

 3
1,

 2
0

11
, p

re
vi

ou
sl

y 
pr

ep
ar

ed
 in

 a
cc

or
da

nc
e 

w
ith

 C
an

ad
ia

n 
G

AA
P,

 h
av

e 
be

en
 re

st
at

ed
 b

as
ed

 o
n 

IF
R

S.

Th
e 

Co
rp

or
at

io
n 

ha
s 

pr
ep

ar
ed

 c
on

so
lid

at
ed

 fi 
na

nc
ia

l s
ta

te
m

en
ts

 w
hi

ch
 c

om
pl

y 
w

ith
 IF

R
S 

ap
pl

ic
ab

le
 fo

r p
er

io
ds

 b
eg

in
ni

ng
 

on
 o

r a
ft

er
 A

pr
il 

1,
 2

0
10

 a
s 

de
sc

rib
ed

 in
 th

e 
si

gn
ifi 

ca
nt

 a
cc

ou
nt

in
g 

po
lic

ie
s 

di
sc

lo
se

d 
in

 n
ot

e 
2.

 In
 p

re
pa

rin
g 

th
es

e 

co
ns

ol
id

at
ed

 fi 
na

nc
ia

l s
ta

te
m

en
ts

, t
he

 C
or

po
ra

tio
n’

s 
op

en
in

g 
co

ns
ol

id
at

ed
 s

ta
te

m
en

t o
f fi

 n
an

ci
al

 p
os

iti
on

 w
as

 p
re

pa
re

d 

as
 a

t A
pr

il 
1,

 2
0

10
, t

he
 C

or
po

ra
tio

n’
s 

da
te

 o
f t

ra
ns

iti
on

 to
 IF

R
S.

 T
hi

s 
no

te
 e

xp
la

in
s 

th
e 

pr
in

ci
pa

l a
dj

us
tm

en
ts

 m
ad

e 
by

 th
e 

Co
rp

or
at

io
n 

in
 re

st
at

in
g 

its
 C

an
ad

ia
n 

G
AA

P 
co

ns
ol

id
at

ed
 s

ta
te

m
en

t o
f fi

 n
an

ci
al

 p
os

iti
on

 a
s 

at
 A

pr
il 

1,
 2

0
10

 a
nd

 it
s 

pr
ev

io
us

ly
 

re
po

rt
ed

 C
an

ad
ia

n 
G

AA
P 

co
ns

ol
id

at
ed

 fi 
na

nc
ia

l s
ta

te
m

en
ts

 fo
r t

he
 y

ea
r e

nd
ed

 M
ar

ch
 3

1,
 2

0
11

. 

In
 p

re
pa

rin
g 

th
e 

co
ns

ol
id

at
ed

 fi 
na

nc
ia

l s
ta

te
m

en
ts

 in
 a

cc
or

da
nc

e 
w

ith
 IF

R
S 

1 
–

 F
irs

t-
tim

e 
Ad

op
tio

n 
of

 In
te

rn
at

io
na

l F
in

an
ci

al
 

Re
po

rt
in

g 
St

an
da

rd
s,

 re
tr

os
pe

ct
iv

e 
ap

pl
ic

at
io

n 
of

 IF
R

S 
to

 c
re

at
e 

or
 re

vi
se

 e
st

im
at

es
 is

 p
ro

hi
bi

te
d.

 A
dj

us
tm

en
ts

 m
ad

e 

to
 re

st
at

e 
ite

m
s 

pr
ev

io
us

ly
 p

re
pa

re
d 

in
 a

cc
or

da
nc

e 
w

ith
 C

an
ad

ia
n 

G
AA

P 
to

 IF
R

S 
ar

e 
pr

es
en

te
d 

in
 th

e 
ta

bl
es

 b
el

ow
. 

N
o 

si
gn

ifi 
ca

nt
 p

re
se

nt
at

io
n 

di
ffe

re
nc

es
 h

av
e 

be
en

 m
ad

e 
to

 th
e 

co
ns

ol
id

at
ed

 s
ta

te
m

en
t o

f c
as

h 
fl o

w
s 

up
on

 tr
an

si
tio

n 
to

 IF
RS

.

IF
RS

 1
 a

llo
w

s 
fi r

st
-t

im
e 

ad
op

te
rs

 c
er

ta
in

 e
xe

m
pt

io
ns

 fr
om

 th
e 

re
tr

os
pe

ct
iv

e 
ap

pl
ic

at
io

n 
of

 c
er

ta
in

 s
ta

nd
ar

ds
. T

he
 C

or
po

ra
tio

n 

ha
s 

ap
pl

ie
d 

th
e 

fo
llo

w
in

g 
ex

em
pt

io
ns

 in
 p

re
pa

rin
g 

th
es

e 
co

ns
ol

id
at

ed
 fi 

na
nc

ia
l s

ta
te

m
en

ts
:

(i)
 T

he
 C

or
po

ra
tio

n 
ha

s 
el

ec
te

d 
to

 a
pp

ly
 th

e 
tr

an
si

tio
na

l p
ro

vi
si

on
 in

 IF
R

IC
 4

 –
 D

et
er

m
in

in
g 

W
he

th
er

 a
n 

Ar
ra

ng
em

en
t c

on
ta

in
s 

a 
Le

as
e 

an
d 

ha
s 

as
se

ss
ed

 a
ll 

ar
ra

ng
em

en
ts

 a
s 

at
 th

e 
da

te
 o

f t
ra

ns
iti

on
.

(ii
) T

he
 C

or
po

ra
tio

n 
ha

s 
el

ec
te

d 
to

 a
pp

ly
 th

e 
tr

an
si

tio
na

l p
ro

vi
si

on
 in

 IA
S 

23
 –

 B
or

ro
w

in
g 

Co
st

s 
an

d 
ha

s 
as

se
ss

ed
 w

he
th

er
 o

r 

no
t b

or
ro

w
in

g 
co

st
s 

sh
ou

ld
 b

e 
ca

pi
ta

liz
ed

 a
s 

at
 th

e 
da

te
 o

f t
ra

ns
iti

on
.

2011-2012 annual report NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

6
0

6
1

 
Page 2465



M
A

N
IT

O
B

A
 L

O
T

T
E

R
IE

S
 C

O
R

P
O

R
A

T
IO

N
 –

 N
O

T
E

S
 T

O
 C

O
N

S
O

L
ID

A
T

E
D

 F
IN

A
N

C
IA

L
 S

T
A

T
E

M
E

N
T

S
 (
C

O
N

T
IN

U
E

D
)

FO
R

 T
H

E 
Y

EA
R

 E
N

D
ED

 M
A

R
CH

 3
1,

 2
0

12
(IN

 T
H

O
U

SA
N

D
S 

O
F 

CA
N

A
D

IA
N

 D
O

LL
A

R
S)

M
A

N
IT

O
B

A
 L

O
T

T
E

R
IE

S
 C

O
R

P
O

R
A

T
IO

N
 –

 N
O

T
E

S
 T

O
 C

O
N

S
O

L
ID

A
T

E
D

 F
IN

A
N

C
IA

L
 S

T
A

T
E

M
E

N
T

S
 (
C

O
N

T
IN

U
E

D
)

FO
R

 T
H

E 
Y

EA
R

 E
N

D
ED

 M
A

R
CH

 3
1,

 2
0

12
(IN

 T
H

O
U

SA
N

D
S 

O
F 

CA
N

A
D

IA
N

 D
O

LL
A

R
S)

M
a
n

it
o
b
a
 L

o
tt

e
ri

e
s 

C
o
rp

o
ra

ti
o
n

R
E

C
O

N
C

IL
IA

T
IO

N
 O

F
 C

O
N

S
O

L
ID

A
T

E
D

 S
T
A

T
E

M
E

N
T

 O
F

 N
E

T
 I

N
C

O
M

E
, 

C
O

M
P

R
E

H
E

N
S
IV

E
 I

N
C

O
M

E
 A

N
D

 E
Q

U
IT

Y
  

 
 

 
FO

R
 T

H
E 

Y
EA

R
 E

N
D

ED
 M

A
R

CH
 3

1,
 2

0
11

 
(IN

 T
H

O
U

SA
N

D
S 

O
F 

CA
N

A
D

IA
N

 D
O

LL
A

R
S)

 
 

 
 

 

 
 

N
ot

es
 

Ca
na

di
an

 G
AA

P 
IF

RS
 A

dj
us

tm
en

ts
 

IF
R

S

R
e
v
e
n
u
e

  
 

E 
& 

F 
 

 $
 

8
11

,0
6

1 
  

$ 
(2

48
,6

54
 ) 

 $
 

56
2,

40
7

D
ir

e
ct

 E
x
p
e
n
se

s 
 

 
  

 

Co
st

 o
f s

al
es

  
 

E 
–

 G
  

  
20

9
,6

50
  

 
 (2

0
9

,6
50

 ) 
 

 –
 

VL
T 

co
m

m
is

si
on

s 
 

 
G

  
 

 –
   

 
 3

3,
76

6
  

 
 3

3,
76

6

G
am

in
g 

di
re

ct
 e

xp
en

se
s 

 
 

G
  

 
 –

    
 

5,
8

51
  

 
 5

,8
51

N
on

-g
am

in
g 

co
st

 o
f s

al
es

  
 

G
  

 
 –

    
 

8
,2

6
7 

  
 

8
,2

6
7

 
 

 
 

  
 

 6
0

1,
41

1 
  

 
(8

6
,8

8
8

 ) 
  

51
4,

52
3

O
pe

ra
tin

g 
ex

pe
ns

es
  

 
A 

& 
F 

 
  

14
0

,7
8

3 
 

 
 (4

,8
32

 ) 
  

13
5,

9
51

D
ep

re
ci

at
io

n 
an

d 
am

or
tiz

at
io

n 
 

 
A 

& 
B

  
 

 2
4,

6
51

   
 

11
,6

31
   

 
36

,2
8

2

G
oo

ds
 a

nd
 S

er
vi

ce
s 

Ta
x 

 
 

  
 

 4
,7

49
   

 
–

   
 

 4
,7

49

 
 

 
 

  
 

 1
70

,1
8

3 
 

 
 6

,7
9

9
  

 
 1

76
,9

8
2

O
p
e
ra

ti
n
g
 I

n
co

m
e
  

 
  

 
 4

31
,2

28
   

 
(9

3,
6

8
7 )

 
  

33
7,

54
1

Sh
ar

e 
of

 p
ro

fi t
 o

f W
es

te
rn

 C
an

ad
a 

 
Lo

tt
er

y 
Co

rp
or

at
io

n 
 

 
E 

 
 

 –
    

 
77

,0
22

   
 

77
,0

22

In
te

re
st

 e
xp

en
se

 o
n 

lo
ng

-t
er

m
 d

eb
t  

 
   

 
(8

,4
35

 ) 
 

 –
    

 
(8

,4
35

 )

In
te

re
st

 in
co

m
e 

 
 

F 
 

 
 –

    
 

50
1 

  
 

50
1

In
co

m
e
 B

e
fo

re
 A

ll
o
ca

ti
o
n
s 

a
n
d
 P

a
y
m

e
n
ts

  
  

  
42

2,
79

3 
 

 
 (1

6
,1

6
4 

) 
 

 4
0

6
,6

29

A
ll
o
ca

ti
o
n
s 

a
n
d
 P

a
y
m

e
n
ts

  
 

  
 

W
CL

C 
pa

rt
ne

r e
qu

al
iz

at
io

n 
 

 
E 

 
 

 3
,4

59
  

  
(3

,4
59

 ) 
 

 –
 

Pa
ym

en
t t

o 
G

ov
er

nm
en

t o
f C

an
ad

a 
 

 
E 

 
 

 2
,2

8
3 

 
 

 (2
,2

8
3 )

 
 

 –
 

G
am

in
g 

Co
m

m
is

si
on

 fe
es

 a
nd

 C
ro

w
n 

le
vy

  
  

 
 3

,1
16

   
 

–
    

 
3,

11
6

Fi
rs

t N
at

io
ns

 a
llo

ca
tio

n 
 

 
  

 
 4

3,
6

6
1 

 
 

 –
    

 
43

,6
6

1

M
an

ito
ba

 J
oc

ke
y 

Cl
ub

 In
c.

 c
on

tr
ib

ut
io

n 
  

  
 

 5
,4

57
  

 
 –

   
 

 5
,4

57

To
ur

is
m

 c
on

tr
ib

ut
io

n 
 

 
  

 
 2

5,
14

1 
  

 
–

   
 

 2
5,

14
1

R
es

po
ns

ib
le

 g
am

in
g 

fu
nd

in
g 

 
 

  
 

 3
,6

34
  

 
 –

    
 

3,
6

34

Ca
si

no
 b

in
go

 v
ol

un
te

er
 p

ro
gr

am
  

 
  

 
 3

,9
41

  
 

 –
   

 
 3

,9
41

 
 

 
 

  
 

 9
0

,6
9

2 
  

 
(5

,7
42

 ) 
  

8
4,

9
50

N
E
T

 I
N

C
O

M
E
 A

N
D

 C
O

M
P

R
E
H

E
N

S
IV

E
 I

N
C

O
M

E
  

  
 

 3
32

,1
0

1 
  

 
(1

0
,4

22
 ) 

  
32

1,
6

79

E
Q

U
IT

Y
, 
B

E
G

IN
N

IN
G

 O
F
 T

H
E
 Y

E
A

R
  

 
  

 
 5

,0
0

0
   

 
15

,0
0

0
   

 
20

,0
0

0

Al
lo

ca
tio

n 
to

 th
e 

P r
ov

in
ce

 o
f M

an
ito

ba
  

 
  

 
 (3

32
,1

0
1 )

 
  

10
,4

22
  

 
 (3

21
,6

79
 )

Al
lo

ca
tio

n 
to

 th
e 

Pr
ov

in
ce

 o
f M

an
ito

ba

 
–

 c
on

tr
ib

ut
ed

 s
ur

pl
us

  
 

B
  

  
–

   
 

 (1
0

,4
22

 ) 
 

 (1
0

,4
22

 )

To
ta

l A
llo

ca
tio

n 
to

 th
e 

Pr
ov

in
ce

 o
f M

an
ito

ba
  

  
 

 (3
32

,1
0

1 )
 

 
 –

    
 

(3
32

,1
0

1 )

E
Q

U
IT

Y
, 
E
N

D
 O

F
 T

H
E
 Y

E
A

R
  

 
  

 $
 

5
,0

0
0

  
 

$
 

4
,5

7
8

  
 

$
 

9
,5

7
8

M
a
n

it
o
b
a
 L

o
tt

e
ri

e
s 

C
o
rp

o
ra

ti
o
n

R
E

C
O

N
C

IL
IA

T
IO

N
 O

F
 C

O
N

S
O

L
ID

A
T

E
D

 S
T
A

T
E

M
E

N
T

 O
F

 

F
IN

A
N

C
IA

L
 P

O
S
IT

IO
N

 A
S
 A

T
 M

A
R

C
H

 3
1,

 2
0

11
 

 
 

 
 

(IN
 T

H
O

U
SA

N
D

S 
O

F 
CA

N
A

D
IA

N
 D

O
LL

A
R

S)

 
 

N
ot

es
 

Ca
na

di
an

 G
AA

P 
IF

RS
 A

dj
us

tm
en

ts
 

IF
R

S

A
S
S
E
T

S
 

 
  

 

C
u
rr

e
n
t 

A
ss

e
ts

 
 

  
 

Ca
sh

  
 

  
 $

 
32

,0
12

  
 $

 
–

   
$ 

32
,0

12

Tr
ad

e 
an

d 
ot

he
r r

ec
ei

va
bl

es
 

 
  

 
 1

2,
0

37
  

 
 –

   
  

12
,0

37

In
ve

nt
or

ie
s 

 
A 

 
  

2,
6

46
   

 
(1

,0
45

 ) 
  

1,
6

0
1

Pr
ep

ay
m

en
ts

 
 

   
 

2,
18

2 
  

 
–

   
 

 2
,1

8
2

 
 

 
 

  
 

 4
8

,8
77

   
 

(1
,0

45
 ) 

  
47

,8
32

N
o
n
-C

u
rr

e
n
t 

A
ss

e
ts

 
 

  
 

Pr
op

er
ty

 a
nd

 e
qu

ip
m

en
t,

 n
et

 
 

A 
–

 D
  

  
17

0
,7

23
   

 
5,

18
7 

  
 

17
5,

9
10

In
ta

ng
ib

le
 a

ss
et

s,
 n

et
 

 
C 

 
 

 –
    

 
4,

9
77

  
 

 4
,9

77

O
th

er
 a

ss
et

s 
 

D
  

 
 4

,5
41

  
 

 (4
,5

41
 ) 

 
 –

 

 
 

 
 

  
  

17
5,

26
4 

  
 

5,
6

23
   

 
18

0
,8

8
7

T
O

T
A

L
 A

S
S
E
T

S
 

 
  

 $
 

2
2

4
,1

4
1 

  
$

 
4

,5
7
8

  
 

$
 

2
2

8
,7

19

L
IA

B
IL

IT
IE

S
 A

N
D

 E
Q

U
IT

Y

C
u
rr

e
n
t 

L
ia

b
il
it

ie
s

Tr
ad

e 
an

d 
ot

he
r p

ay
ab

le
s 

 
  

 $
 

46
,4

35
   

$ 
–

    
$ 

46
,4

35

Pa
ya

bl
e 

to
 th

e 
Pr

ov
in

ce
 o

f M
an

ito
ba

 
 

  
 

 1
9

,4
0

1 
  

 
–

    
 

19
,4

0
1

Cu
rr

en
t p

or
tio

n 
of

 lo
ng

-t
er

m
 d

eb
t 

 
  

 
 1

7,
22

1 
 

 
 –

    
 

17
,2

21

 
 

 
 

  
 

 8
3,

0
57

   
 

–
   

 
 8

3,
0

57

N
o
n
-C

u
rr

e
n
t 

L
ia

b
il
it

ie
s 

 
  

 

Lo
ng

-t
er

m
 d

eb
t 

 
  

 
 1

35
,3

0
0

  
 

 –
    

 
13

5,
30

0

Pr
ov

is
io

n 
fo

r e
m

pl
oy

ee
 p

en
si

on
 b

en
efi

 t
s 

 
  

 
 7

8
4 

  
 

–
    

 
78

4

 
 

 
 

  
 

 1
36

,0
8

4 
  

 
–

   
 

 1
36

,0
8

4

Co
m

m
itm

en
ts

 a
nd

 c
on

tin
ge

nc
ie

s 
 

  
 

E
q
u
it

y
  

 
  

 

Co
nt

rib
ut

ed
 s

ur
pl

us
 

 
B

  
 

 –
    

 
4,

57
8

   
 

4,
57

8

R
et

ai
ne

d 
ea

rn
in

gs
 

 
  

 
 5

,0
0

0
   

 
–

    
 

5,
0

0
0

 
 

 
 

  
 

 5
,0

0
0

   
 

4,
57

8
   

 
9

,5
78

T
O

T
A

L
 L

IA
B

IL
IT

IE
S
 A

N
D

 E
Q

U
IT

Y
 

 
  

 $
 

2
2

4
,1

4
1 

  
$

 
4

,5
7
8

  
 $

 
2

2
8

,7
19

2011-2012 annual report NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

6
2

6
3

 
Page 2466



M
A

N
IT

O
B

A
 L

O
T

T
E

R
IE

S
 C

O
R

P
O

R
A

T
IO

N
 –

 N
O

T
E

S
 T

O
 C

O
N

S
O

L
ID

A
T

E
D

 F
IN

A
N

C
IA

L
 S

T
A

T
E

M
E

N
T

S
 (
C

O
N

T
IN

U
E

D
)

FO
R

 T
H

E 
Y

EA
R

 E
N

D
ED

 M
A

R
CH

 3
1,

 2
0

12
(IN

 T
H

O
U

SA
N

D
S 

O
F 

CA
N

A
D

IA
N

 D
O

LL
A

R
S)

N
ot

es
 to

 th
e 

re
co

nc
ili

at
io

n 
of

 th
e 

co
ns

ol
id

at
ed

 s
ta

te
m

en
ts

 o
f fi

 n
an

ci
al

 p
os

iti
on

 a
s 

at
 A

pr
il 

1,
 2

0
10

 a
nd

 M
ar

ch
 3

1,
 2

0
11

 a
nd

 

th
e 

re
co

nc
ili

at
io

n 
of

 th
e 

co
ns

ol
id

at
ed

 s
ta

te
m

en
t o

f n
et

 in
co

m
e,

 c
om

pr
eh

en
si

ve
 in

co
m

e 
an

d 
eq

ui
ty

 a
t M

ar
ch

 3
1,

 2
0

11
:

A.
 

U
nd

er
 C

an
ad

ia
n 

G
AA

P,
 th

e 
Co

rp
or

at
io

n 
cl

as
si

fi e
d 

re
pl

ac
em

en
t p

ar
ts

 re
la

te
d 

to
 p

ro
pe

rt
y 

an
d 

eq
ui

pm
en

t a
s 

in
ve

nt
or

y.
 

U
nd

er
 IF

R
S,

 th
e 

re
pl

ac
em

en
t p

ar
ts

 h
av

e 
be

en
 c

la
ss

ifi 
ed

 a
s 

pr
op

er
ty

 a
nd

 e
qu

ip
m

en
t.

 T
hi

s 
ch

an
ge

 h
as

 re
su

lte
d 

in
 a

 

re
cl

as
si

fi c
at

io
n 

ad
ju

st
m

en
t o

n 
th

e 
co

ns
ol

id
at

ed
 s

ta
te

m
en

t o
f n

et
 in

co
m

e,
 c

om
pr

eh
en

si
ve

 in
co

m
e 

an
d 

eq
ui

ty
 w

hi
ch

 h
ad

 

no
 im

pa
ct

 o
n 

co
ns

ol
id

at
ed

 n
et

 in
co

m
e 

an
d 

co
m

pr
eh

en
si

ve
 in

co
m

e.
 

B
. 

U
nd

er
 IF

R
S,

 if
 th

e 
co

st
s 

of
 a

 c
er

ta
in

 c
om

po
ne

nt
 o

f p
ro

pe
rt

y 
an

d 
eq

ui
pm

en
t a

re
 s

ig
ni

fi c
an

t i
n 

re
la

tio
n 

to
 th

e 
to

ta
l c

os
t 

of
 th

e 
as

se
t t

he
se

 a
re

 a
cc

ou
nt

ed
 fo

r a
nd

 d
ep

re
ci

at
ed

 s
ep

ar
at

el
y.

 T
hi

s 
is

 k
no

w
n 

as
 th

e 
co

m
po

ne
nt

 a
pp

ro
ac

h.
 U

po
n 

tr
an

si
tio

n 
to

 IF
R

S,
 th

e 
Co

rp
or

at
io

n 
ap

pl
ie

d 
th

e 
co

m
po

ne
nt

 a
pp

ro
ac

h 
an

d 
de

te
rm

in
ed

 th
at

 a
dj

us
tm

en
ts

 w
er

e 
re

qu
ire

d 
to

 

th
e 

us
ef

ul
 li

ve
s 

an
d 

de
pr

ec
ia

tio
n 

ra
te

s 
of

 th
e 

co
m

po
ne

nt
s 

of
 c

er
ta

in
 it

em
s 

of
 p

ro
pe

rt
y 

an
d 

eq
ui

pm
en

t.
 T

he
se

 c
ha

ng
es

 

re
su

lte
d 

in
 a

 n
et

 in
cr

ea
se

 o
f $

15
,0

0
0

 to
 th

e 
ne

t b
oo

k 
va

lu
e 

of
 s

uc
h 

as
se

ts
 a

nd
 a

 c
or

re
sp

on
di

ng
 in

cr
ea

se
 in

 c
on

tr
ib

ut
ed

 

su
rp

lu
s.

 F
or

 th
e 

ye
ar

 e
nd

ed
 M

ar
ch

 3
1,

 2
0

11
, t

hi
s 

ad
ju

st
m

en
t r

es
ul

te
d 

in
 th

e 
re

co
gn

iti
on

 o
f a

n 
ad

di
tio

na
l e

xp
en

se
 o

f 

$1
0

,4
22

 a
nd

 a
n 

ad
ju

st
m

en
t t

o 
th

e 
al

lo
ca

tio
n 

to
 th

e 
Pr

ov
in

ce
 o

f M
an

ito
ba

 to
 th

e 
re

vi
se

d 
ne

t i
nc

om
e 

an
d 

co
nt

rib
ut

ed
 

su
rp

lu
s 

in
 th

e 
am

ou
nt

 o
f $

10
,4

22
.

C.
 

U
po

n 
tr

an
si

tio
n 

to
 IF

R
S,

 c
om

pu
te

r s
of

tw
ar

e 
ha

s 
be

en
 c

la
ss

ifi 
ed

 a
s 

in
ta

ng
ib

le
 a

ss
et

s.
 T

hi
s 

ch
an

ge
 h

ad
 n

o 
im

pa
ct

 o
n 

th
e 

co
ns

ol
id

at
ed

 s
ta

te
m

en
t o

f n
et

 in
co

m
e,

 c
om

pr
eh

en
si

ve
 in

co
m

e 
an

d 
eq

ui
ty

.

D
. 

U
nd

er
 C

an
ad

ia
n 

G
AA

P,
 th

e 
Co

rp
or

at
io

n 
cl

as
si

fi e
d 

th
e 

pa
rk

in
g 

lo
t h

el
d 

un
de

r a
 fi 

na
nc

e 
le

as
e 

as
 o

th
er

 a
ss

et
s.

 U
nd

er
 

IF
R

S,
 th

e 
pa

rk
in

g 
lo

t h
as

 b
ee

n 
cl

as
si

fi e
d 

as
 p

ro
pe

rt
y 

an
d 

eq
ui

pm
en

t.
 T

hi
s 

ch
an

ge
 h

ad
 n

o 
im

pa
ct

 o
n 

th
e 

co
ns

ol
id

at
ed

 

st
at

em
en

t o
f n

et
 in

co
m

e,
 c

om
pr

eh
en

si
ve

 in
co

m
e 

an
d 

eq
ui

ty
.

E.
 

U
nd

er
 C

an
ad

ia
n 

G
AA

P,
 th

e 
Co

rp
or

at
io

n 
pr

op
or

tio
na

te
ly

 c
on

so
lid

at
ed

 it
s 

sh
ar

e 
of

 W
CL

C’
s 

pr
ofi

 t
. U

nd
er

 IF
R

S,
 th

e 

Co
rp

or
at

io
n 

us
es

 th
e 

eq
ui

ty
 m

et
ho

d 
to

 a
cc

ou
nt

 fo
r i

ts
 s

ha
re

 o
f t

he
 p

ro
fi t

 o
f t

he
 W

CL
C.

 T
hi

s 
ch

an
ge

 h
as

 re
su

lte
d 

in
 

a 
nu

m
be

r o
f r

ec
la

ss
ifi 

ca
tio

n 
ad

ju
st

m
en

ts
 o

n 
th

e 
co

ns
ol

id
at

ed
 s

ta
te

m
en

t o
f n

et
 in

co
m

e,
 c

om
pr

eh
en

si
ve

 in
co

m
e 

an
d 

eq
ui

ty
, n

on
e 

of
 w

hi
ch

 h
ad

 a
n 

im
pa

ct
 o

n 
co

ns
ol

id
at

ed
 n

et
 in

co
m

e 
an

d 
co

m
pr

eh
en

si
ve

 in
co

m
e.

F.
 

Th
e 

Co
rp

or
at

io
n 

de
te

rm
in

ed
 th

at
 in

 o
rd

er
 to

 c
om

pl
y 

w
ith

 IF
R

S 
a 

nu
m

be
r o

f r
ec

la
ss

ifi 
ca

tio
ns

 w
er

e 
re

qu
ire

d 
on

 th
e 

co
ns

ol
id

at
ed

 s
ta

te
m

en
t o

f n
et

 in
co

m
e,

 c
om

pr
eh

en
si

ve
 in

co
m

e 
an

d 
eq

ui
ty

 a
s 

fo
llo

w
s:

 in
te

re
st

 in
co

m
e 

ha
s 

be
en

 

re
cl

as
si

fi e
d 

fr
om

 o
pe

ra
tin

g 
in

co
m

e 
to

 in
co

m
e 

be
fo

re
 a

llo
ca

tio
ns

 a
nd

 p
ay

m
en

ts
 a

nd
 c

er
ta

in
 p

ro
m

ot
io

na
l a

llo
w

an
ce

s 

pr
ev

io
us

ly
 in

cl
ud

ed
 in

 c
os

t o
f s

al
es

 a
nd

 o
pe

ra
tin

g 
ex

pe
ns

es
 h

av
e 

be
en

 re
cl

as
si

fi e
d 

as
 a

 n
et

 d
ec

re
as

e 
to

 re
ve

nu
e.

 T
he

se
 

ad
ju

st
m

en
ts

 h
ad

 n
o 

im
pa

ct
 o

n 
co

ns
ol

id
at

ed
 n

et
 in

co
m

e 
an

d 
co

m
pr

eh
en

si
ve

 in
co

m
e.

G
. 

U
po

n 
tr

an
si

tio
n 

to
 IF

R
S,

 th
e 

Co
rp

or
at

io
n 

pr
es

en
ts

 e
xp

en
se

s 
on

 th
e 

co
ns

ol
id

at
ed

 s
ta

te
m

en
t o

f n
et

 in
co

m
e,

 

co
m

pr
eh

en
si

ve
 in

co
m

e 
an

d 
eq

ui
ty

 b
y 

th
ei

r n
at

ur
e.

 A
s 

a 
re

su
lt,

 it
em

s 
of

 c
os

t o
f s

al
es

 h
av

e 
be

en
 re

cl
as

si
fi e

d 
in

to
 m

or
e 

ap
pr

op
ria

te
 c

at
eg

or
ie

s 
si

gn
ify

in
g 

th
e 

na
tu

re
 o

f t
he

 e
xp

en
di

tu
re

. T
hi

s 
ad

ju
st

m
en

t h
ad

 n
o 

im
pa

ct
 o

n 
co

ns
ol

id
at

ed
 n

et
 

in
co

m
e 

an
d 

co
m

pr
eh

en
si

ve
 in

co
m

e.

H
. 

Th
e 

tr
an

si
tio

n 
fr

om
 C

an
ad

ia
n 

G
AA

P 
to

 IF
R

S 
ha

s 
no

t h
ad

 a
 m

at
er

ia
l i

m
pa

ct
 o

n 
th

e 
co

ns
ol

id
at

ed
 s

ta
te

m
en

t o
f c

as
h 

fl o
w

s.

2
0

. 
E

V
E

N
T

S
 A

F
T

E
R

 T
H

E
 R

E
P

O
R

T
IN

G
 P

E
R

IO
D

O
n 

Ap
ril

 1
7,

 2
0

12
, t

he
 P

ro
vi

nc
e 

an
no

un
ce

d 
th

at
 T

he
 L

iq
uo

r C
on

tr
ol

 C
om

m
is

si
on

 (M
LC

C)
 a

nd
 M

an
ito

ba
 L

ot
te

rie
s 

Co
rp

or
at

io
n 

w
ou

ld
 b

e 
m

er
ge

d 
in

to
 a

 s
in

gl
e 

en
tit

y 
an

d 
th

e 
re

gu
la

to
ry

 o
ve

rs
ig

ht
 fo

r l
iq

uo
r c

on
tr

ol
, c

ur
re

nt
ly

 m
an

ag
ed

 b
y 

M
LC

C 
w

ou
ld

 b
e 

m
er

ge
d 

w
ith

 th
e 

M
G

CC
. E

ac
h 

Cr
ow

n 
Co

rp
or

at
io

n 
op

er
at

es
 u

nd
er

 a
 s

ep
ar

at
e 

Ac
t a

nd
 w

ill
 c

on
tin

ue
 to

 fu
nc

tio
n 

as
 a

 s
ep

ar
at

e 

le
ga

l e
nt

ity
 u

nt
il 

th
ey

 a
re

 c
om

bi
ne

d 
un

de
r c

om
m

on
 le

gi
sl

at
io

n,
 w

hi
ch

 is
 a

nt
ic

ip
at

ed
 to

 o
cc

ur
 in

 2
0

13
.

2011-2012 annual report NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

6
4

 
Page 2467



valuing What Matters

4 2

responsibility for financial  
statements 

The financial statements are the responsibility of 
management and are prepared in accordance with 
International Financial Reporting Standards. The 
financial information contained elsewhere in the 
annual report is consistent with that in the financial 
statements. The financial statements necessarily 
include amounts that are based on management’s 
best estimate and judgments which have been 
reached based on careful assessment of data 
available through the Corporation’s information 
systems. In the opinion of management, the 
accounting practices utilized are appropriate in the 
circumstances and the financial statements fairly 
reflect the financial position and results of operations 
of the Corporation. 

In carrying out its responsibilities, management 
maintains appropriate systems of internal and 
administrative controls designed to ensure that 
transactions are accurately recorded on a timely 
basis, are properly approved and result in reliable 
financial statements. The adequacy and operation 
of the control systems are monitored on an ongoing 
basis by the Internal Audit Department. 

The financial statements were approved by the  
Board of Directors, which has overall responsibility 
for their contents. The Board of Directors is assisted 
with this responsibility by its Audit Committee  
(the Committee), which consists primarily of  
directors not involved in the daily operations  
of the Corporation. 

The general responsibilities of the Committee are 
categorized into the following: review of financial 
reporting, review of internal controls and processes, 
review of actuarial functions, monitoring of corporate 
integrity, compliance with authorities and review  
of performance reporting. The Committee’s role  
is that of oversight in these areas in order to  
ensure management processes are in place and 
functioning so as to identify and minimize risks  
to the business operations. 

In carrying out the above responsibilities, this 
Committee meets regularly with management, and 
with both the Corporation’s external and internal 
auditors to approve the scope and timing of their 
respective audits, to review their findings and to 
satisfy itself that their responsibilities have been 
properly discharged. The Committee is readily 
accessible to the external and internal auditors. 

The Committee is responsible for the review of 
the actuarial function. As well, the Committee 
recommends, for approval, the appointment of the 
external actuary and his fee arrangements to the 
Board of Directors. The actuary is responsible for 
ensuring that the assumptions and methods used 
in the valuation of policy and claims liabilities are 
in accordance with accepted actuarial practice, 
applicable legislation and associated regulations 
or directives. In addition, the actuary provides 
an opinion regarding the valuation of policy and 
claims liabilities at the balance sheet date to meet 
all policyholder obligations of the Corporation. 
Examination of supporting data for accuracy and 
completeness of assets and their ability to meet the 
policy and claims liabilities are important elements in 
forming the actuary’s opinion. 

KPMG LLP, the Corporation’s appointed external 
auditors, have audited the financial statements. 
Their Auditors’ Report is included herein. Their 
opinion is based upon an examination conducted 
in accordance with Canadian generally accepted 
auditing standards, performing such tests and other 
procedures as they consider necessary in order 
to obtain reasonable assurance that the financial 
statements are free of material misstatement  
and present fairly the financial position of the 
Corporation in accordance with International 
Financial Reporting Standards.

M. j. McLaren    H. d. reichert, ca

President and Chief Executive Officer  Vice-President, Finance and Chief Financial Officer

May 31, 2012 
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independent auditors’ 
report 

To the Board of Directors of Manitoba Public 
Insurance Corporation: 

We have audited the accompanying financial 
statements of Manitoba Public Insurance 
Corporation, which comprise the Statements of 
Financial Position as at February 29, 2012, February 
28, 2011 and March 1, 2010, the Statements of 
Operations, Comprehensive Income, Changes 
in Equity and Cash Flows for the years ended 
February 29, 2012 and February 28, 2011, and notes, 
comprising 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 International Financial Reporting 
Standards, 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. 

aUdiTors’ responsiBiLiTy 

Our responsibility is to express an opinion on  
these financial statements based on our audits.  
We conducted our audits 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 our 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, we consider internal 
control relevant to the entity’s preparation and fair 
presentation of the financial statements in order to 
design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing 
an opinion on the effectiveness of the entity’s 
internal control. An audit also includes evaluating 
the appropriateness of accounting policies used and 
the reasonableness of accounting estimates made 
by management, as well as evaluating the overall 
presentation of the financial statements.

We believe that the audit evidence we have obtained 
in our audits 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 Manitoba Public Insurance Corporation as at 
February 29, 2012, February 28, 2011 and March 1, 
2010, and its financial performance and its cash flows 
for the years ended February 29, 2012 and February 
28, 2011 in accordance with International Financial 
Reporting Standards.

chartered accountants 
Winnipeg, Canada 
May 31, 2012 

actuary’s report 

To the Board of Directors of Manitoba Public 
Insurance Corporation: 

I have valued the policy liabilities of Manitoba 
Public Insurance Corporation for its Statement of 
Financial Position at February 29, 2012 and their 
change in the statement of operations for the year 
then ended in accordance with accepted actuarial 
practice in Canada including selection of appropriate 
assumptions and methods. 

In my opinion, the amount of policy liabilities makes 
appropriate provision for all policy obligations and 
the financial statements fairly present the results of 
the valuation. 

joe s. cheng

Fellow, Canadian Institute of Actuaries 
Toronto, Canada 
May 31, 2012
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statements of financial position

(in thousands of Canadian dollars) Notes  
February 29, 

2012   
February 28, 

2011(1)   

March 1, 
2010 (1)  

Assets

Cash and investments 4  1,550,606  1,776,096  1,804,144

Equity investments 4 502,675 526,972 387,092

Investment property 4&5 190,990 123,521 38,541

Due from other insurance companies 6 2,545 11,971 10,656 

Accounts receivable 304,155 292,035 289,711 

Prepaid expenses 996 949 981 

Deferred policy acquisition costs 7 40,547 46,950 43,143 

Reinsurers’ share of unearned premiums 17 3,340 9,760 11,853 

Reinsurers’ share of unpaid claims 17&18 31,291 42,407   59,489 

Property and equipment 8 123,266 123,137 111,323 

Deferred development costs  9  36,799   38,232   34,618  

   2,787,210   2,992,030        2,791,551  

Liabilities

Due to other insurance companies 10 5,791 13,386 23,386 

Accounts payable and accrued liabilities 11 57,849 361,579 49,482 

Financing lease obligation 12 4,536 4,586   – 

Unearned premiums and fees 14 479,592 460,587 449,554 

Provision for employee current benefits 15 21,109 19,174 18,833 

Provision for employee future benefits 16 301,261 257,812 226,834 

Provision for unpaid claims 17&18  1,485,445   1,441,145    1,628,528  

   2,355,583   2,558,269        2,396,617  

Equity

Retained Earnings

Basic Insurance Retained Earnings

Rate Stabilization Reserve 155,700 140,525 154,000 

Retained Earnings 57,983   – 89,348 

Information Technology Optimization Fund  20  –   65,000   –  

   213,683   205,525   243,348  

Non-Basic Retained Earnings

Retained Earnings 139,060 101,457  87,744 

Extension Development Fund  21  20,769   43,227   48,279  

   159,829   144,684           136,023  

  373,512 350,209 379,371 

Accumulated Other Comprehensive Income  22  58,115   83,552   15,563  

Total Equity   431,627   433,761   394,934  

   2,787,210   2,992,030   2,791,551  

(1) Refer to Note 33 for effects of adopting IFRS

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

Approved by the Board of Directors:

Jake Janzen    Kerry Bittner
Chairperson    Vice-Chairperson

FINANCIAL STATEMENTS
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statements of financial position

(in thousands of Canadian dollars) Notes  
February 29, 

2012   
February 28, 

2011(1)   

March 1, 
2010 (1)  

Assets

Cash and investments 4  1,550,606  1,776,096  1,804,144

Equity investments 4 502,675 526,972 387,092

Investment property 4&5 190,990 123,521 38,541

Due from other insurance companies 6 2,545 11,971 10,656 

Accounts receivable 304,155 292,035 289,711 

Prepaid expenses 996 949 981 

Deferred policy acquisition costs 7 40,547 46,950 43,143 

Reinsurers’ share of unearned premiums 17 3,340 9,760 11,853 

Reinsurers’ share of unpaid claims 17&18 31,291 42,407   59,489 

Property and equipment 8 123,266 123,137 111,323 

Deferred development costs  9  36,799   38,232   34,618  

   2,787,210   2,992,030        2,791,551  

Liabilities

Due to other insurance companies 10 5,791 13,386 23,386 

Accounts payable and accrued liabilities 11 57,849 361,579 49,482 

Financing lease obligation 12 4,536 4,586   – 

Unearned premiums and fees 14 479,592 460,587 449,554 

Provision for employee current benefits 15 21,109 19,174 18,833 

Provision for employee future benefits 16 301,261 257,812 226,834 

Provision for unpaid claims 17&18  1,485,445   1,441,145    1,628,528  

   2,355,583   2,558,269        2,396,617  

Equity

Retained Earnings

Basic Insurance Retained Earnings

Rate Stabilization Reserve 155,700 140,525 154,000 

Retained Earnings 57,983   – 89,348 

Information Technology Optimization Fund  20  –   65,000   –  

   213,683   205,525   243,348  

Non-Basic Retained Earnings

Retained Earnings 139,060 101,457  87,744 

Extension Development Fund  21  20,769   43,227   48,279  

   159,829   144,684           136,023  

  373,512 350,209 379,371 

Accumulated Other Comprehensive Income  22  58,115   83,552   15,563  

Total Equity   431,627   433,761   394,934  

   2,787,210   2,992,030   2,791,551  

(1) Refer to Note 33 for effects of adopting IFRS

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

Approved by the Board of Directors:

Jake Janzen    Kerry Bittner
Chairperson    Vice-Chairperson

statements of operations

For the years ended

(in thousands of Canadian dollars) Notes February 29, 2012 February 28, 2011 (1) 

Earned Revenues

Gross premiums written  967,565  941,378

Premiums ceded to reinsurers   (8,025)  (11,654)

Net premiums written 959,540 929,724

Increase (decrease) in gross unearned premiums (17,735) (8,726)

Increase (decrease) in reinsurers’ share  
of unearned premiums   (6,420)  (2,093)

Net premiums earned 935,385 918,905

Service fees and other revenue 23 25,046 22,330

The Drivers and Vehicles Act operations recovery 24  27,325  20,995 

Total Earned Revenues   987,756  962,230 

Claims Costs

Direct claims incurred 710,002 421,828

Claims incurred ceded to reinsurers   (8,152)  (3,417)

Net claims incurred 701,850 418,411

Claims expense 132,325 110,857

Loss prevention/Road safety   15,828  18,052 

Total Claims Costs   850,003  547,320 

Expenses

Operating 113,554 117,104

Commissions 77,437 78,510

Premium taxes 28,071 18,329

Regulatory/Appeal   3,457  4,109 

Total Expenses   222,519  218,052 

Underwriting income (loss) (84,766) 196,858

Investment income 4 118,975 95,658

Gain on disposal of property   3,214  – 

Net income (loss) from annual operations 25 37,423 292,516

Surplus distribution 26  (14,120)  (321,678)

Net income (loss) after surplus distribution 25  23,303   (29,162)

statements of comprehensiVe income (loss)

For the years ended

(in thousands of Canadian dollars) Notes February 29, 2012 February 28, 2011 (1) 

Net income (loss) after surplus distribution 25   23,303   (29,162)

other Comprehensive Income (Loss)

Unrealized gains (losses) on Available for Sale assets 22 (23,310) 85,227

Reclassification of net realized (gains) losses related to 
Available for Sale assets 22  (2,127)  (17,238)

Other Comprehensive Income (Loss) for the period   (25,437)  67,989 

Total Comprehensive Income (Loss)    (2,134)   38,827 

(1) Refer to Note 33 for effects of adopting IFRS

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

Basic Non-Basic Corporate

(in thousands of  
Canadian dollars)

Rate  
Stabilitization 

Reserve 
(RSR) 

Retained  
Earnings  

(B-RE) 

IT  
Optimization 
Fund (ITOF)

Retained  
Earnings  
(NB-RE) 

Extension 
Development 

Fund (EDF)
Retained  
Earnings 

Accumulated 
Other  

Comprehensive 
Income Equity 

Balance at  
March 1, 2010 (Note 33) 154,000     89,348  87,744    48,279    379,371      15,563 394,934

Net income (loss) after surplus  
distribution for the year                        (37,823 )  8,661                         (29,162 )                    (29,162 )

Other comprehensive income  
(loss) for the year 67,989 67,989

Transfer between RSR, B-RE & ITOF (13,475) (51,525) 65,000

Transfer between NB-RE & EDF                                          5,052      (5,052)                                               

Balance at February 28, 2011  140,525   –        65,000  101,457     43,227  350,209   83,552  433,761  

Net income (loss) after surplus  
distribution for the year 8,158 15,145 23,303 23,303

Other comprehensive income  
(loss) for the year (25,437) (25,437)

Transfer between RSR & B-RE 15,175 (15,175)

Transfer between B-RE & ITOF 65,000 (65,000)

Transfer between NB-RE & EDF      22,458 (22,458)       

Balance at February 29, 2012  155,700 57,983         –  139,060     20,769 373,512  58,115  431,627 

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

For the years ended

(in thousands of Canadian dollars) Notes February 29, 2012 February 28, 2011 (1) 

Cash Flows from (to) operating Activities:

Net income (loss) after surplus distribution  23,303  (29,162)

Non-cash items:

Depreciation of property and equipment 6,747 7,600

Amortization of deferred development costs 8,406 5,594

Amortization of bond discount and premium 4,911 4,939

(Gain) loss on sale of investments (41,831) (32,796)

Unrealized (gain) loss on Fair Value Through  
Profit or Loss bonds (26,122) 3,653

Unrealized (gain) loss on investment in real estate (15,631) (3,455)

Unrealized (gain) loss on investment in infrastructure (645) –

Write-down of investments   13,599  736 

   (27,263)  (42,891)

Net change in non-cash balances:

Due from other insurance companies 9,426 (1,315)

Accounts receivable and prepaid expenses (12,167) (2,292)

Deferred policy acquisition costs 6,403 (3,807)

Reinsurers’ share of unearned premiums  
and unpaid claims 17,536 19,175

Due to other insurance companies (7,596) (10,000)

Accounts payable and accrued liabilities (303,730) 312,097

Unearned premiums and fees 19,005 11,033

Provision for employee current benefits 1,935 340

Provision for employee future benefits 43,449 30,978

Provision for unpaid claims   44,300  (187,383)

   (181,439)  168,826 

   (208,702)  125,935 

Cash Flows from (to) Investing Activities:

Purchase of investments (1,093,650) (1,221,086)

Proceeds from sale of investments 1,386,583 1,091,854

Acquisition of property and equipment net  
of proceeds from disposals (6,876) (19,414)

Financing lease obligation (50) 4,586

Deferred development costs incurred   (6,973)  (9,208)

   279,034  (153,268)

Increase (decrease) in Cash and Short-Term  
Investments 70,332 (27,333)

Cash and short-term investments beginning of year   65,556  92,889 

Cash and Short-Term Investments End of Year 4  135,888  65,556 

Supplemental Cash Flow Information

Interest received   35,389   52,734  

Dividends received   12,570   10,037  

(1) No significant presentation differences have been made to the Statements of Cash Flows upon transition to IFRS. Refer to Note 33 for effects of adopting IFRS

The accompanying notes are an integral part of these financial statements.
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NoTES To FINANCIAL STATEMENTS

1. status of corporation

The Manitoba Public Insurance Corporation (the Corporation) was incorporated as a Crown corporation  
under The Automobile Insurance Act in 1970. In 1974, The Automobile Insurance Act was revised and became 
The Manitoba Public Insurance Corporation Act (Chapter A180 of the continuing consolidation of the Statutes 
of Manitoba). In 1988, the Act was re-enacted in both official languages as Chapter P215 of the Statutes of 
Manitoba. The address of the Corporation’s registered office is 234 Donald Street, Winnipeg, Manitoba.

Under the provisions of its Act and regulations, the Corporation operates an automobile insurance division and 
a discontinued general insurance division. The lines of business for the automobile insurance division provide 
for basic universal compulsory automobile insurance, extension and special risk coverages. For financial  
accounting purposes, the lines of business for the automobile insurance division and the discontinued general 
insurance division are regarded as separate operations and their revenues and expenses are allocated on a basis 
described in the summary of significant accounting policies (Note 3). For financial reporting purposes, due to the 
immateriality of the financial results of the discontinued general insurance operations (Note 27), the operations 
are reported as part of the Special Risk Extension line of business. The basic universal compulsory automobile  
insurance line of business rates are approved by the Public Utilities Board of Manitoba (Note 34).

Under The Drivers and Vehicles Act, the Corporation is responsible for operations pertaining to driver safety,  
vehicle registration and driver licensing, including all related financial, administrative and data processing services.

2. basis of reporting 

statement of compliance

The financial statements of the Corporation are in such form as prescribed by Section 43(1) of The Manitoba 
Public Insurance Corporation Act and are presented in accordance with International Financial Reporting  
Standards (IFRS) as issued by the International Accounting Standards Board (IASB). The Corporation adopted 
IFRS in accordance with IFRS 1, First Time Adoption of International Financial Reporting Standards, and IFRS 
was first applied at March 1, 2010. These are the Corporation’s first financial statements prepared in accordance 
with IFRS. Previously, Manitoba Public Insurance Corporation’s financial statements were prepared in accordance 
with Canadian generally accepted accounting principles (GAAP) as issued by the Canadian Institute of Chartered 
Accountants. An explanation of how the transition from previous Canadian GAAP to IFRS has affected the 
reported financial position and financial performance of the Corporation is provided in Note 33.

The financial statements were authorized for issue by the Board of Directors on May 31, 2012.

In preparing these financial statements, the Corporation’s management has amended certain accounting and 
measurement methods previously applied under Canadian GAAP in order to comply with IFRS. An explanation 
of how the transition to IFRS has affected the reported financial position, financial performance and cash flows 
of the Corporation is provided in Note 33. This note includes the following reconciliations of amounts previously 
reported under Canadian GAAP with amounts reported under IFRS:

 • Statements of operations and comprehensive income for the comparative periods ended  
February 28, 2011.

 • Statements of financial position and changes in equity at the date of transition to IFRS, March 1, 2010 
and at the end of the comparative period, February 28, 2011.

The external actuary is appointed by the Board of Directors of the Corporation. With respect to preparation of 
these financial statements, the external actuary is required to carry out a valuation of the policy liabilities and to 
report thereon to the Corporation’s Board of Directors. 

The external actuary also uses the work of the external auditors in his verification of the information prepared by 
the Corporation used in the valuation of the policy liabilities. 

The external auditors are appointed by the Lieutenant Governor in Council to conduct an independent and 
objective audit of the financial statements of the Corporation in accordance with Canadian generally accepted 
auditing standards. In carrying out their audit, the external auditors also make use of the work of the external 
actuary and his report on the Corporation’s policy liabilities. The external auditors’ report outlines the scope of 
their audit and their opinion.
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Basis of presentation

The Corporation presents its Statement of Financial Position broadly in order of liquidity.

These statements are presented in thousands of Canadian dollars except as otherwise specified.

seasonality

The automobile insurance business, which reflects the primary business of the Corporation, is seasonal in nature. 
While net premiums earned are generally stable from quarter to quarter, underwriting income is typically 
highest in the first and second quarter of each year and lowest in the fourth quarter of each year. This is driven 
mainly by weather conditions which may vary significantly between quarters.

Basis of Measurement

The Corporation prepares its financial statements as a going concern, using the historical cost basis, except for 
financial instruments. Measurement of the financial instruments is detailed in Note 4.

estimates and judgments

The preparation of financial statements requires management to make estimates and judgments that affect 
the reported amounts of assets and liabilities, 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. Actual 
results could differ from these estimates.

3. summary of significant accounting policies

This summary outlines those accounting policies followed by the Corporation that have a significant effect on 
the financial statements. 

investments

Funds available for investments are managed by the Department of Finance, on behalf of the Corporation, in 
accordance with Section 12(1) of The Manitoba Public Insurance Corporation Act.

The Corporation’s directly held real estate investments are being depreciated over their estimated useful life.

The Corporation has classified or designated its financial assets and liabilities in the following categories:

 • available for sale (AFS)

 • held to maturity (HTM)

 • financial assets and liabilities at fair value through profit or loss (FVTPL), formerly held for trading (HFT)

 • cash and short-term investments, loans and receivables

 • other financial liabilities

Corporate investments that are determined to be impaired are written down to their expected recoverable 
amount. Equity investments, classified as AFS, would be considered impaired if there is objective evidence of  
a significant or prolonged decline in the fair value of the investment below its cost.

The fair value of financial instruments are obtained from external pricing services and are based on bid prices 
for financial assets. Short-term investments comprise investments due to mature within 12 months from the date 
of purchase and are carried at fair value. 

The Corporation accounts for the purchase and sale of securities using settlement date accounting.

i) aFs Financial assets

AFS financial assets are carried at fair value on the Statement of Financial Position starting on the settle-
ment date and the changes in fair value are recorded in other comprehensive income (OCI) until the asset 
is disposed of or has become impaired. As long as an AFS asset is held and not impaired, the gains and 
losses are not recognized in the Statement of Operations. When the asset is disposed of, or has become 
impaired, the gain or loss is recognized in the Statement of Operations and the amount is deducted from OCI.

Transaction costs related to AFS financial assets are capitalized on initial recognition.
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ii) HTM Financial assets

HTM financial assets are carried at amortized cost on the Statement of Financial Position starting  
on the settlement date.

Transaction costs related to financial assets and liabilities classified as HTM are capitalized on initial  
recognition, when applicable.

iii) FvTpL Financial assets

FVTPL financial assets are carried at fair value on the Statement of Financial Position starting on the  
settlement date and the changes in fair value are recorded in the Statement of Operations.

The fair value of FVTPL bonds including federal, provincial, certain municipal, certain hospitals,  
other provinces and corporations is estimated based on bid prices of these or similar investments.

Transaction costs related to FVTPL financial assets are recognized in the Statement of Operations  
on initial recognition.

Loans and receivables 

Accounts receivable and due from other insurance companies are designated as loans and receivables and 
are carried at amortized cost using the effective interest method. These receivables include financing plans for 
customers using interest rates set at the prime rate of the Corporation’s principal banker plus 2.0% and updated 
at each fiscal quarter. The interest rate for a customer remains unchanged throughout the term of the policy.

cash and short-Term investments 

Cash and short-term investments are comprised of cash, current operating accounts, provincial short term  
deposits and funds held in trust on behalf of other insurance companies and are designated as AFS.

impairment of Financial assets

Financial assets, other than those at FVTPL, are assessed for indicators of impairment at the end of each reporting 
period. Financial assets are considered to be impaired when there is objective evidence that, as a result of one 
or more events that occurred after the initial recognition of the financial asset, the estimated future cash flows  
of the investment have been affected.

For equity investments classified as AFS, a significant or prolonged decline in the fair value of the security below 
its cost is considered to be objective evidence of impairment.

For all other financial assets, objective evidence of impairment could include:

 • Significant financial difficulty of the issuer or counterparty; or

 • Default or delinquency in interest or principal payments; or

 • The lender, for economic or legal reasons relating to the borrower’s financial difficulty, granting to the 
borrower a concession that the lender would not otherwise consider; or

 • It is becoming probable that the borrower will enter bankruptcy or financial reorganization; or

 • The disappearance of an active market for that financial asset because of financial difficulties; or

 • Observable data indicating that there is a measurable decrease in the estimated future cash flows from 
a group of financial assets since the initial recognition of those assets, although the decrease cannot yet 
be identified with the individual financial assets in the group.

For financial assets carried at amortized cost, the amount of the impairment loss recognized is the difference 
between the asset’s carrying amount and the present value of estimated future cash flows, discounted at the 
financial asset’s original effective interest rate.

When an AFS asset is considered to be impaired, cumulative gains or losses previously recognized in other 
comprehensive income are reclassified to profit or loss in the period.

With the exception of AFS equity instruments, if, in a subsequent period, the amount of the impairment loss  
decreases and the decrease can be related objectively to an event occurring after the impairment was recognized, 
the previously recognized impairment loss is reversed through profit or loss to the extent that the carrying 
amount of the investment at the date the impairment is reversed does not exceed what the amortized cost 
would have been had the impairment not been recognized.
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In respect of AFS equity securities, impairment losses previously recognized in profit or loss are not reversed 
through profit or loss. Any increase in fair value subsequent to an impairment loss is recognized in other  
comprehensive income.

derecognition of Financial assets

The Corporation derecognizes a financial asset only when the contractual rights to the cash flows from the 
asset expire, or when it transfers the financial asset and substantially all the risks and rewards of ownership of 
the asset to another entity. If the Corporation neither transfers nor retains substantially all the risks and rewards 
of ownership and continues to control the transferred asset, the Corporation recognizes its retained interest in 
the asset and an associated liability for amounts it may have to pay. If the Corporation retains substantially all 
the risks and rewards of ownership of a transferred financial asset, the Corporation continues to recognize the 
financial asset and also recognizes a collateralized borrowing for the proceeds received.

Financial Liabilities

All financial liabilities are designated as other financial liabilities and are recorded in the Statement of Financial 
Position at amortized cost. Financial liabilities include:

 • Due to other insurance companies and accounts payable and accrued liabilities which are all current 
liabilities.

 • Financing lease obligation which is a non-current liability, payable over the life of the lease.

The carrying value of the Corporation’s financial liabilities approximates their fair value.

Fair value determination

The fair values of financial instruments are obtained from external pricing services and are based on bid prices 
for financial assets. Short-term investments comprise investments due to mature within 12 months from the date 
of purchase and are carried at fair value. Refer to Note 4 for further information on the fair value of financial 
instruments.

deferred policy acquisition costs 

Commissions and premium taxes are deferred and charged to expense over the term of the insurance contract 
to which such costs relate. 

property and equipment 

Property and equipment are stated at cost less accumulated depreciation. Depreciation is provided on a 
straight-line basis which will depreciate the cost of each asset to its residual value over its estimated useful life:

 • computer equipment 3 years

 • vehicles 5 years

 • furniture and equipment 10 years

 • HVAC systems 20 years

 • land improvements 25 years

 • roofing systems 30 years

 • elevators/escalators 30 years

 • buildings 40 years

Buildings held under a long-term lease arrangement are depreciated on a straight-line basis over 40 years.

Leasehold improvements are depreciated over the term of the lease plus the first renewal period. 

Depreciation of construction in progress will begin, in accordance with the above policy, when construction has 
been completed. 
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investment property (non-Financial instruments)

In the determination of what constitutes investment property relative to property and equipment, the Corpo-
ration has considered the intended use of the property, the ability to sell the property, and the ability of the 
Corporation to lease the property or a portion of the property under a finance lease.

The Corporation’s investment property, which is property held to earn rentals and/or capital appreciation, is 
measured initially at its cost, including transaction costs. The Corporation has elected to use the cost model 
to subsequently value its investment property. Therefore, the investment property’s carrying amount is valued 
at cost less accumulated depreciation and impairment losses. Depreciation is based on the useful life of each 
component of the investment property along with the property’s residual value. The Corporation assesses its 
investment property for impairment on an annual basis in accordance with the impairment test guidance set 
forth in IAS 36, Impairment of Assets.

Depreciation is provided on a straight-line basis which will depreciate the cost of each asset to its residual value 
over its estimated useful life: 

 • HVAC systems 20 years

 • roofing systems 30 years

 • elevators/escalators 30 years

 • buildings 40 years

Depreciation of construction in progress will begin, in accordance with the above policy, when construction has 
been completed.

deferred development costs (intangible assets) 

The costs of developing major information systems that are expected to provide an economic benefit to the 
Corporation are deferred to future periods. These information system expenditures are stated at cost net of 
accumulated amortization and are amortized on a straight-line basis over five years.

An internally-generated intangible asset arising from development (or from the development phase of an  
internal project) is recognized if, and only if, all of the following have been demonstrated:

 • The technical feasibility of completing the intangible asset so that it will be available for use or sale.

 • The intention to complete the intangible asset and use or sell it.

 • The ability to use or sell the intangible asset.

 • How the intangible asset will generate probable future economic benefits.

 • The availability of adequate technical, financial and other resources to complete the development  
and to use or sell the intangible asset.

 • The ability to measure reliably the expenditure attributable to the intangible asset during  
its development.

The amount initially recognized for internally-generated intangible assets is the sum of the expenditure  
incurred from the date when the intangible asset first meets the recognition criteria listed above. Where no 
internally-generated intangible asset can be recognized, development expenditure is recognized in profit  
or loss in the period in which it is incurred. Subsequent to initial recognition, internally-generated intangible 
assets are reported at cost less accumulated amortization and accumulated impairment losses.

impairment of Tangible and intangible assets (other Than Financial assets)

At each Statement of Financial Position date, the Corporation reviews the carrying amount of its tangible and 
intangible assets to determine whether there is any indication that those assets have suffered an impairment 
loss. If any such indication exists, the recoverable amount of the asset is estimated in order to determine the 
extent of the impairment loss (if any). Where the asset does not generate cash flows that are independent  
from other assets, the Corporation estimates the recoverable amount of the cash generating unit to which  
the asset belongs.
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Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use,  
the estimated future cash flows are discounted to their present value using a discount rate that reflects current  
market assessments of the time value of money and the risks specific to the asset for which the estimates  
of future cash flows have not been adjusted.

If the recoverable amount of an asset is estimated to be less than its carrying amount, the carrying amount of 
the asset is reduced to its recoverable amount. An impairment loss is recognized as an expense immediately.

Where an impairment loss subsequently reverses, the carrying amount of the asset or cash generating unit is 
increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does not 
exceed the carrying amount that would have been determined had no impairment loss been recognized for the 
asset in prior years. A reversal of an impairment loss is recognized as income immediately.

Leasing

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and 
rewards of ownership to the lessee. All other leases are classified as operating leases.

ManiToBa pUBLic insUrance as a Lessee

Assets held under finance leases are initially recognized as assets of the Corporation at their fair value at the 
inception of the lease or, if lower, at the present value of the minimum lease payments. The corresponding li-
ability to the lessor is included in the Statement of Financial Position as a finance lease liability.

Lease payments are apportioned between finance expenses and reduction of the lease obligation so as to 
achieve a constant rate of interest on the remaining balance of the liability.

Operating lease payments are recognized as an expense on a straight-line basis over the lease term, except 
where another systematic basis is more representative of the time pattern in which economic benefits from the 
leased asset are consumed.

ManiToBa pUBLic insUrance as a Lessor

Manitoba Public Insurance leases retail, office and parking space to various food chains, stores, offices and in-
dividuals in cityplace properties, a building and parking facilities owned by the Corporation. All of these leases 
are considered operating leases.

revenue

preMiUMs

Written premiums comprise the premiums on contracts incepting in the fiscal year. Earned premiums represent 
the portion of written premiums earned through the year by way of insurance coverage. Written and earned 
premiums are stated gross of commissions and premium taxes payable and are reported on a gross basis and 
net of amounts ceded to reinsurance companies.

Unearned preMiUMs 

The liability for unearned premiums is the portion of premiums that relate to the unexpired term of each  
insurance contract. 

inTeresT revenUe

Interest revenue is recognized when it is probable that the economic benefits will flow to the Corporation and 
the amount of revenue can be measured reliably. Interest revenue is accrued on a time basis, by reference to 
the principal outstanding and at the effective interest rate applicable, which is the rate that exactly discounts  
estimated future cash receipts through the expected life of the financial asset to that asset’s net carrying 
amount on initial recognition.

dividend incoMe

Dividend income from investments is recognized when the Corporation’s rights to receive payments  
is established.
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reaLized gains and Losses

The realized gain or loss on disposal of an investment is the difference between the proceeds received,  
net of transaction costs, and its original cost or amortized cost as appropriate.

The realized gain or loss on disposal of Property and Equipment is the difference between the proceeds  
received, net of transaction costs, and its original cost or depreciated cost as appropriate.

UnreaLized gains and Losses

Unrealized gains or losses represent the difference between the carrying value at the year-end and the carrying 
value at the previous year-end or purchase value during the year, less the reversal of previously recognized 
unrealized gains or losses in respect of disposals during the year.

provisions

Provisions are recognized when the Corporation has a present obligation (legal or constructive) as a result of a 
past event, it is probable that the Corporation will be required to settle the obligation, and a reliable estimate 
can be made of the amount of the obligation.

The amount recognized as a provision is the best estimate of the consideration required to settle the present 
obligation at the end of the reporting period, taking into account the risks and uncertainties surrounding the 
obligation. Where a provision is measured using the cash flows estimated to settle the present obligation, its 
carrying amount is the present value of those cash flows.

When some or all of the economic benefits required to settle a provision are expected to be recovered from a 
third party, a receivable is recognized as an asset if it is virtually certain that reimbursement will be received and 
the amount of the receivable can be measured reliably.

provision For eMpLoyee cUrrenT BeneFiTs

The provision for employee current benefits includes accruals for vacation pay and sick pay determined  
in accordance with the Collective Agreement. 

provision For eMpLoyee FUTUre BeneFiTs

Included in the provision for employee future benefits are the pension benefit plan and other benefit plans. 

i. pension Benefit plan 

The employees of the Corporation are members of a defined benefit pension plan administered under  
The Civil Service Superannuation Act. Included in the accounts is a provision for the employer’s future 
pension liability calculated on an indexed basis. The provision for pension is actuarially determined on 
an annual basis using the projected benefit method prorated on services. The actuarial present value of 
the accrued pension benefits is measured using the Corporation’s best estimates based on assumptions 
relating to market interest rates at the measurement date based on high quality debt instruments, salary 
changes, withdrawals and mortality rates. Changes in experience gains and losses are recognized in the 
current period.

The Corporation values its pension benefit plan at December 31, 2011. Roll-forward procedures  
are performed to ensure that the December 31, 2011 valuation is a reliable estimate of the valuation  
at February 29, 2012.

ii. other Benefit plans 

Other benefit plans consist of post-retirement extended health and severance pay benefits. 

The provision for post-retirement extended health benefits is actuarially determined on an annual basis 
using the projected benefit method prorated on services, which includes the Corporation’s best estimates 
based on assumptions relating to retirement ages of employees and expected health costs. Changes in 
experience gains and losses are recognized in the current period.

Employees of the Corporation are entitled to severance pay in accordance with the Collective Agreement 
and Corporate policy. The provision for severance pay is actuarially determined on an annual basis using 
the projected benefit method prorated on services, without salary projection, which includes the Corporation’s 
best estimates based on assumptions relating to the proportion of employees that will ultimately retire. 
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provision For Unpaid cLaiMs

IFRS 4, Insurance Contracts permits the continued use of insurance liability valuation methods previously used 
under Canadian GAAP. The Corporation establishes reserves for payment of claims and adjustment expenses 
that arise from the Corporation’s insurance products. The reserve balance represents the expected ultimate cost 
to settle claims occurring prior to, but still outstanding as of, the reporting date. There are two categories of 
loss reserves: (1) reserves for reported losses and (2) reserves incurred but not yet reported (IBNR) losses. In addi-
tion, reserves are set up for internal loss adjustment expenses, which include estimated internal costs and other 
expenses that are expected to be incurred to finalize the settlement of the losses. The Corporation discounts 
its liabilities for unpaid claims and includes a provision for adverse deviations. Liabilities for unpaid claims are 
estimated using the input of assessment for individual cases reported to the Corporation and statistical analyses 
for the claims incurred but not reported. Claims and adjustment expenses are charged to income as incurred.

All of the Corporation’s insurance policies meet the definition of an insurance contract and have been  
accounted for in accordance with IFRS 4.

LiaBiLiTy adeQUacy TesT

At each end of the reporting period, insurance liability adequacy tests are performed to ensure the adequacy of 
the contract liabilities, net of related Deferred Policy Acquisition Costs (DPAC) and Reinsurers’ Share of Unpaid 
Claims. In performing these tests, current best estimates of future contractual cash flows and claims handling 
and administration expenses, as well as investment income from the assets backing such liabilities, are used.  
A premium deficiency exists when estimated future claims and related expenses exceed unearned premiums. 
Any resulting deficiency is recognized first by writing down the DPAC with any remainder recognized as a liability.

salvage and subrogation 

Recoveries from salvage and subrogation are recorded as an offset to claims costs. Expected future subrogation 
recoveries are included in the provision for unpaid claims. 

allocation of revenue, claims incurred and expenses 

Premiums written, premiums earned and claims incurred are allocated directly to the division writing the  
insurance risk. 

Service fees and other revenue are allocated to the automobile insurance division lines of business and  
The Drivers and Vehicles Act operations on the following basis: 

i. Identifiable direct service fees and other revenue are allocated to each line of business. 

ii. Where direct allocation is not possible, service fees and other revenue are prorated to each line of business 
based mainly on factors such as premiums written ratios, expense allocation ratios and investment income 
allocation ratios. The formulas developed for the allocation of service fees and other revenue are approved 
by the Board of Directors. 

Investment income is allocated to the automobile insurance division lines of business and the discontinued 
general insurance division based on a monthly averaging of the funds available within each division.

Expenses, including claims expense, are allocated to the automobile insurance division lines of business  
and The Drivers and Vehicles Act operations on the following basis: 

i. Identifiable direct expenses are charged to each line of business.

ii. Where direct allocation is not possible, expenses are prorated to each line of business based mainly  
on factors such as space, number of employees, time usage, call centre statistics, premiums written ratios  
and claims incurred ratios. The basis for allocation of indirect shared expenses is approved by the Board  
of Directors.

iii. The allocation of improvement initiative costs is based on a review of each project to determine which line 
of business will benefit from the project. The allocation basis for each project is approved by the Board  
of Directors.

reinsurance ceded 

Premiums, claims and expenses are reported gross and net of amounts due to and recoverable from reinsurers. 
Estimates of amounts recoverable from reinsurers on unpaid claims are recorded separately from estimated 
amounts payable to policyholders. 

The reinsurers’ share of unearned premiums is recognized as an asset in a manner which is consistent with the 
method used in determining the unearned premium liability.
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Foreign currency 

Monetary items denominated in foreign currencies are adjusted to reflect the exchange rate in effect at the 
year-end. Revenue and expense items in foreign currencies are translated at the exchange rate in effect at the 
transaction date. Unrealized gains or losses arising on translation are charged to operations in the current year. 

Changes in unrealized foreign exchange currency translation amounts for AFS equity investments are recorded 
in other comprehensive income and included in accumulated other comprehensive income until recognized  
in the Statement of Operations. 

Basic insurance rate stabilization reserve 

The Basic Insurance Rate Stabilization Reserve relates to basic universal compulsory automobile insurance and 
is intended to protect motorists from rate increases made necessary by unexpected events and losses arising 
from non-recurring events or factors.

immobilizer incentive Fund 

The Immobilizer Incentive Fund was an appropriation from the Basic Insurance Rate Stabilization Reserve.  
The fund was used to provide financial resources for vehicle owners to install electronic immobilizers and cover 
the administrative costs of the program. As the Immobilizer Incentive Fund has been completely depleted, 
program costs incurred are being funded through normal operations. 

information Technology optimization Fund

In 2010/2011, the Corporation’s Board of Directors authorized the appropriation of $75.0 million from Retained 
Earnings of the Corporation to fund costs for Information Technology (IT) optimization projects. In 2011/2012, 
the Corporation’s Board of Directors approved the transfer of $65.0 million from the IT Optimization Fund back 
to Basic Retained Earnings and $10.0 million from the Extension Development Fund back to Extension Retained 
Earnings, eliminating the funds established for IT optimization projects. Management has been authorized  
to enter into an agreement to have Data Centre Optimization services provided by a third party. Given this  
agreement, the nature of the IT optimization costs has changed from being capital intensive to an annual  
management service fee. Consequently, the IT Optimization Fund is no longer required.

extension development Fund 

The Extension Development Fund (EDF) is an appropriation from the non-Basic Lines Retained Earnings.  
The EDF was established to defray the costs of projects undertaken to maximize the opportunities presented  
by the 2004 merger of Manitoba Public Insurance and the Division of Driver and Vehicle Licensing.

retained earnings 

Retained earnings are comprised of the accumulation of net income or losses for the Basic and non-Basic lines 
of business. Non-Basic lines of business consists of Extension and Special Risk Extension lines of business and 
The Drivers and Vehicles Act operations.

comprehensive income 

Comprehensive income consists of net income (loss) after surplus distribution and other comprehensive income 
(loss). Changes in unrealized gains and losses on financial assets classified as AFS, and related changes in  
unrealized foreign exchange currency translation amounts are recorded in other comprehensive income,  
and included in accumulated other comprehensive income until recognized in the Statement of Operations. 
Accumulated other comprehensive income is included on the Statement of Financial Position as a separate 
component.

critical accounting judgments and key sources of estimation Uncertainty

In the application of the Corporation’s accounting policies, management is required to make judgments, estimates 
and assumptions about the carrying amounts of assets and liabilities that are not readily apparent from other 
sources. The estimates and associated assumptions are based on historical experience and other factors that 
are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting  
estimates are recognized in the period in which the estimate is revised if the revision affects only that period  
or in the period of the revision and future periods if the revision affects both current and future periods.
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aLLoWance For doUBTFUL accoUnTs

The Corporation must make an assessment of whether accounts receivable are collectible from customers. 
Accordingly, management establishes an allowance for estimated losses arising from non-payment of accounts 
receivable. At February 29, 2012 the allowance for doubtful accounts on accounts receivable is $7.1 million 
(Note 31).

deFerred deveLopMenT cosTs (inTangiBLe asseTs)

Deferred development costs represent $36.8 million of total assets on the Statement of Financial Position  
at February 29, 2012 (Note 9). A significant portion of ongoing expenditures relate to information systems  
development. Management estimates the expected period of benefit over which capitalized costs will be  
amortized. The considerations which form the basis of the assumptions for these estimated useful lives  
include the timing of technological obsolescence and customer service requirements, as well as historical  
experience and internal plans for the projected use of the information systems.

provision For Unpaid cLaiMs

The Appointed Actuary is appointed by the Board of Directors of the Corporation. With respect to preparation 
of these financial statements, the Appointed Actuary is required to carry out a valuation of the policy liabilities 
and to provide an opinion to the Corporation’s Board of Directors regarding their appropriateness at the reporting 
date. The factors and techniques used in the valuation are in accordance with accepted actuarial practice,  
applicable legislation and associated regulations.

Provisions for unpaid claims and adjustment expenses are valued based on Canadian accepted actuarial 
practice, which are designed to ensure the Corporation establishes an appropriate reserve on the Statement of 
Financial Position to cover insured losses with respect to the reported and unreported claims incurred as of the 
end of each accounting period and claims expenses. The policy liabilities include a provision for unpaid claims 
and adjustment expenses on the expired portion of policies and of future obligations on the unexpired portion of 
policies. In performing the valuation of the liabilities for these contingent future events, the Appointed Actuary 
makes assumptions as to future loss ratios, trends, reinsurance recoveries, investment rates of return, expenses 
and other contingencies, taking into consideration the circumstances of the Corporation and the nature of the 
insurance policies.

The assumptions underlying the valuation of provisions for unpaid claims and adjustment expenses are  
reviewed and updated by the Corporation on an ongoing basis to reflect recent and emerging trends  
in experience.

properTy and eQUipMenT and invesTMenT properTy (non-FinanciaL insTrUMenTs)

The Corporation estimates the useful life and residual value for all Property and Equipment and Investment 
Property which include all significant components.

provision For eMpLoyee FUTUre BeneFiTs

The Corporation has a defined benefit pension plan, severance benefit plan and a post retirement extended 
health benefit plan. The determination of expense and liability associated with employee future benefits  
requires the use of critical assumptions such as discount rates, expected mortality rate, inflation rates,  
expected salary increases and expected health care cost increases. Due to the nature of the estimates used  
in the valuation process there is inherent measurement uncertainty within the employee future benefit  
assumptions. See Note 16 for further details of the significant estimates and changes impacting the current 
period financial statements.

Fair vaLUe oF LeveL THree aFs and FvTpL invesTMenTs

Due to the nature of Level 3 investments, they are valued using an approved valuation technique which requires 
the use of significant assumptions such as discount rates and volatility of future cash flows. Management considers 
current market information when selecting a discount rate and estimating the future cash flows related to each 
internally valued financial asset. See Note 4 for further details of valuation methods and assumptions.
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criTicaL jUdgMenTs in appLying accoUnTing poLicies

The following are the critical judgments, apart from those involving estimations that management have made 
in the process of applying the Corporation’s accounting policies and that have the most significant effect on the 
amounts recognized in the financial statements.

Held to Maturity investments

Management has classified certain municipal, hospital and school bonds as held to maturity. The assessment 
of the Corporation’s intent and ability to hold these investments until maturity is a matter of judgment.  
To determine the Corporation’s intent and ability to hold the investment until maturity, management 
considers internal investment policies, documented risk management policies, and the overall financial 
performance of the Corporation.

Leases

The Corporation enters into leasing arrangements for general business purposes. The assessment of when 
substantially all of the significant risks and rewards of ownership of leased assets are transferred is a matter  
of judgment. This judgment impacts the Corporation’s classification of leases as operating relative  
to financing leases.

Future changes in accounting policy and disclosure 

The International Accounting Standards Board (IASB) issued IFRS 9, Financial Instruments in November 2009. 
This standard is the completion of the first part of a three-part project to replace IAS 39, Financial Instruments: 
Recognition and Measurement. The new standard is to reduce complexity compared to IAS 39. The Standard is 
effective for annual periods beginning on or after January 1, 2015. Restatement of comparative period financial 
statements is not required on initial application.

In May, 2011, the IASB issued IFRS 13, Fair Value Measurement. This standard sets out, in a single IFRS,  
a framework to measure fair value and requires disclosures about fair value measurement. The Standard  
is effective for annual periods beginning on or after January 1, 2013, with earlier application permitted.

The IASB issued amendments to IAS 19, Employee Benefits in June, 2011. The amendments will improve the 
recognition and disclosure requirements for defined benefit plans. The new requirements are effective for  
annual periods beginning on or after January 1, 2013, with earlier application permitted.

Also in June, 2011, the IASB issued amendments to IAS 1, Financial Statement Presentation which improves 
how components of other comprehensive income are presented. The new requirements are effective for annual 
periods beginning on or after July 1, 2012.

The IASB is undertaking Phase II of the Insurance Contracts project to develop a standard to replace the 
interim IFRS 4, Insurance Contracts that was developed in Phase I. The revised exposure draft of the new IFRS is 
planned to occur in 2012 with an effective date to be confirmed.

4. inVestments 

Cash consists of cash net of cheques issued in excess of amounts on deposit. There is no amount held in trust 
on behalf of other insurance companies included in cash and short-term investments (2011 – nil). 

Short-term investments have a total principal amount of $146,359,000 (2011 – $59,732,000) comprised of  
provincial short-term deposits with effective interest rates of 0.86% (2011 – 0.85%), with interest receivable  
at varying dates. 

The Corporation has an unsecured operating line of credit with its principal banker in the amount  
of $5.0 million. There were no drawdowns against this line of credit at February 29, 2012.
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cash and investments

(in thousands of Canadian dollars) Financial Instruments

As at February 29, 2012

Classified as 
Available  

for Sale

Classified  
as Held  

to Maturity

Classified  
as Fair Value 

Through Profit  
or Loss

Non-Financial 
Instruments

Total  
Carrying  

Value 

Cash and short-term 
investments   135,888         135,888 

Bonds

Federal 121,282 121,282

Manitoba:

Provincial 289,926 289,926

Municipal 17,591 36,952 54,543

Hospitals 12,482 12,482

Schools 490,157 490,157

Other provinces:

Provincial 319,976 319,976

Municipal 58,034 58,034

Corporations      49,957    49,957 

  –  507,748  888,609  –  1,396,357 

Other investments 6,771 6,771

Infrastructure      11,590    11,590 

Cash and investments 142,659 507,748 900,199 – 1,550,606

Equity investments 502,675 502,675

Investment property      154,086  36,904  190,990 

   645,334   507,748   1,054,285   36,904   2,244,271 

(in thousands of Canadian dollars) Financial Instruments

As at February 28, 2011

Classified as 
Available  

for Sale

Classified  
as Held  

to Maturity

Classified  
as Fair Value 

Through Profit  
or Loss

Non-Financial 
Instruments

Total  
Carrying  

Value 

Cash and short-term 
investments   65,556         65,556 

Bonds

Federal 359,113 359,113

Manitoba:

Provincial 314,930 314,930

Municipal 20,347 38,367 58,714

Hospitals 12,497 12,497

Schools 458,395 458,395

Other provinces:

Provincial 434,387 434,387

Municipal 36,450 36,450

Corporations    28,928    28,928 

  –  478,742  1,224,672  –  1,703,414 

Other investments  7,126     7,126 

Cash and investments 72,682 478,742 1,224,672 – 1,776,096

Equity investments 526,972 526,972

Investment property    85,799  37,722  123,521 

   599,654   478,742   1,310,471   37,722   2,426,589 
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(in thousands of Canadian dollars) Financial Instruments

As at March 1, 2010

Classified as 
Available  

for Sale

Classified  
as Held  

to Maturity

Classified  
as Fair Value 

Through Profit  
or Loss

Non-Financial 
Instruments

Total  
Carrying  

Value 

Cash and short-term 
investments   92,888         92,888 

Bonds

Federal 374,189 374,189

Manitoba:

Provincial 343,462 343,462

Municipal 23,598 60,823 84,421

Hospitals 12,901 12,901

Schools 425,182 425,182

Other provinces:

Provincial 408,012 408,012

Municipal 12,461 12,461

Corporations    42,978   42,978 

  –  448,780  1,254,826  –  1,703,606 

Other investments  7,650     7,650 

Cash and investments 100,538 448,780 1,254,826 – 1,804,144

Equity investments 387,092 387,092

Investment property     38,541  38,541 

   487,630   448,780   1,254,826   38,541   2,229,777 

The fair value of HTM bonds including schools, certain municipal and certain hospitals is based on their carrying 
value, which approximates market value.

The following table presents the financial instruments measured at fair value, classified by valuation method. 

The three levels have been defined as follows: 

Level 1 – Unadjusted quoted market prices of identical assets in active markets.

Level 2 – Inputs other than quoted market prices included in Level 1 that are observable for the asset,  
 either directly or indirectly. 

Level 3 – Inputs that are not based on observable market data. 

The classification in the hierarchy of a financial instrument is based on the lowest level of input that is significant 
to the measurement of fair value. 

(in thousands of Canadian dollars)

As at February 29, 2012  Level 1  Level 2  Level 3 

FVTPL financial assets

Bonds  75,592  799,821  13,196

Infrastructure 11,590

Investment property    154,086    

Total FVTPL financial assets  75,592  953,907  24,786 

AFS financial assets

Cash and short term investments 135,888

Other investments 6,771

Equity investments  502,675      

Total AFS financial assets  638,563  –  6,771 

Total assets measured at fair value   714,155   953,907   31,557 
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(in thousands of Canadian dollars)

As at February 28, 2011  Level 1  Level 2  Level 3 

FVTPL financial assets

Bonds  195,425  1,015,893  13,354

Infrastructure

Investment property   85,799   

Total FVTPL financial assets  195,425  1,101,692  13,354 

AFS financial assets

Cash and short term investments 65,556

Other investments 7,126

Equity investments  526,972    

Total AFS financial assets  592,528  –  7,126 

Total assets measured at fair value   787,953   1,101,692   20,480 

(in thousands of Canadian dollars)

As at March 1, 2010  Level 1  Level 2  Level 3 

FVTPL financial assets

Bonds  364,915  876,640  13,271

Infrastructure

Investment property     

Total FVTPL financial assets  364,915  876,640  13,271 

AFS financial assets

Cash and short term investments 92,888

Other investments 7,650

Equity investments  387,092    

Total AFS financial assets  479,980  –  7,650 

Total assets measured at fair value   844,895   876,640   20,921 

Fair value measurement of instruments  
included in Level 3 FVTPL AFS 

(in thousands of Canadian dollars) 2012 2011 2012 2011 

Balance at March 1 13,354 13,271 7,126 7,650

Total gains/(losses)

Included in net income (158) (1,489) (595)

Included in other comprehensive income 83 1,294 1,062

Purchases 11,590 120 156

Sales    (280) (1,147)

Balance at February 29/28 24,786 13,354 6,771 7,126 
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impairment

Impaired investments included in the Corporation’s portfolio include the following:

(in thousands of Canadian dollars)

As at February 29, 2012 Gross Impaired Net 

By investment type

  Available for sale 30,044 (13,599) 16,445 

 30,044 (13,599) 16,445 

(in thousands of Canadian dollars)

As at February 28, 2011 Gross Impaired Net 

By investment type

  Available for sale 1,314 (736) 578 

 1,314 (736) 578 

(in thousands of Canadian dollars)

As at March 1, 2010 Gross Impaired Net 

By investment type

  Available for sale 9,622 (3,061) 6,561 

 9,622 (3,061) 6,561 

investment income

(in thousands of Canadian dollars) 2012 2011 

Interest income 37,914 53,761

Gain (loss) on sale of Fair Value Through Profit or Loss bonds 39,704 14,821

Unrealized gain (loss) on Fair Value Through Profit or Loss bonds 26,122 (3,653)

Unrealized gain (loss) on investment property 15,631 3,455

Gain (loss) on infrastructure investments 519

Unrealized gain (loss) on infrastructure investments 645

Dividend income 12,444 10,191

Gain (loss) on sale of equities 2,126 18,352

Gain (loss) on foreign exchange (1) 81

Income from investment property 1,502 2,509

Write-down of investments (13,599) (736)

Investment management fees (4,032) (3,123)

Total 118,975 95,658 

Income from investment property consists of gross rental income of $11,022,000 (2011 – $10,905,000) and gross 
rental expenses of $9,520,000 (2011 – $8,396,000). 

Investment income is net of investment management fees paid to the Department of Finance in the amount 
of $4.0 million (2011 – $3.1 million). This includes $2.7 million (2011 – $1.8 million) of fees the province paid to 
outside managers on the Corporation’s behalf.
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5. inVestment property – non-financial instruments

(in thousands of Canadian dollars)

Cityplace  
Building* 

Adjacent Surface 
Parking Lots 

Adjacent  
Parkade Total 

Cost         

Balance at March 1, 2010 23,822 4,578 10,822 39,222

Additions         

Balance at February 28, 2011 23,822 4,578 10,822 39,222

Additions         

Balance at February 29, 2012 23,822 4,578 10,822 39,222 

Accumulated Depreciation         

Balance at March 1, 2010 495 186 681

Depreciation 596  223 819

Balance at February 28, 2011 1,091 409 1,500

Depreciation 595  223 818 

Balance at February 29, 2012 1,686 – 632 2,318 

Carrying Amounts         

At March 1, 2010 23,327 4,578 10,636 38,541

At February 28, 2011 22,731 4,578 10,413 37,722

At February 29, 2012 22,136 4,578 10,190 36,904

Fair Value at February 29, 2012 34,192 6,600 10,250 51,042 

* Includes the portion of the cityplace building not used for administrative purposes

6. due from other insurance companies

(in thousands of Canadian dollars) 2012 2011 

Balance at March 1 11,971 10,656

Claims paid ceded to reinsurers 3,969 20,499

Less: recovery from reinsurers (13,395) (19,184)

Balance at February 29/28 2,545 11,971 

7. deferred policy acquisition costs

(in thousands of Canadian dollars) Premium Taxes Commissions Writedowns Total 

 2012 2011 2012 2011 2012 2011 2012 2011 

Balance at March 1 12,770 12,508 34,741 32,040 (561) (1,405) 46,950 43,143

Deferred during the year 28,603 18,591 77,017 81,211 105,620 99,802

Expensed during the year (28,071) (18,329) (77,437) (78,510) (105,508) (96,839)

Write-down  
(reverse write-down)     (6,515) 844 (6,515) 844 

Balance at February 29/28 13,302 12,770 34,321 34,741 (7,076) (561) 40,547 46,950 

Premium deficiencies are recognized first by writing down deferred policy acquisition costs with any remainder 
recognized as a liability. Refer to Note 3 for more information.
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8. property and equipment

(in thousands of Canadian dollars)

Land &  
Buildings (1) 

Furniture & 
Equipment (2) 

Property 
under  

Finance Lease(3) 

Property  
under  

Construction(4) Total 

Cost           

Balance at March 1, 2010 85,239 66,928 33,976 186,143

Additions 8,427 3,746 1,253 6,014 19,440

Disposals (722) (10) (732)

Transfer from (out of) Property 
under Construction 21,379  12,162 (33,541)  

Balance at February 28, 2011 115,045 69,952 13,415 6,439 204,851

Additions 2,344 3,791 25 1,889 8,049

Disposals (2,944) (1,010) (3,954)

Transfer from (out of) Property 
under Construction 4,532   (4,532)   

Balance at February 29, 2012 118,977 72,733 13,440 3,796 208,946 

Accumulated Depreciation           

Balance at March 1, 2010 17,991 56,829 74,820

Disposals (706) (706)

Depreciation 2,639 4,654 307  7,600 

Balance at February 28, 2011 20,630 60,777 307 – 81,714

Disposals (2,073) (708) (2,781)

Depreciation 3,028 3,383 336  6,747 

Balance at February 29, 2012 21,585 63,452 643 – 85,680 

Carrying Amounts           

At March 1, 2010 67,248 10,099 33,976 111,323

At February 28, 2011 94,415 9,175 13,108 6,439 123,137

At February 29, 2012 97,392 9,281 12,797 3,796 123,266

(1) Includes land, land improvements, leasehold improvements and building components: elevators, escalators, HVAC systems, roofing systems.
(2) Includes furniture, equipment, computer equipment and vehicles.
(3) Includes property located at 1284 Main Street in Winnipeg held under a financing lease. Refer to Note 12 for financing lease obligations.
(4) The Corporation is in the process of restoring the parkade in cityplace. Refer to Note 28 for commitments.

9. deferred deVelopment costs

(in thousands of Canadian dollars) Internally Developed Intangible Assets 

Cost   

Balance at March 1, 2010 67,082

Additions 9,208 

Balance at February 28, 2011 76,290

Additions 6,973 

Balance at February 29, 2012 83,263 

Accumulated Amortization   

Balance at March 1, 2010 32,464

Amortization expense 5,594 

Balance at February 28, 2011 38,058

Amortization expense 8,406 

Balance at February 29, 2012 46,464 

Carrying Amounts   

At March 1, 2010 34,618

At February 28, 2011 38,232

At February 29, 2012 36,799
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10. due to other insurance companies

(in thousands of Canadian dollars) 2012 2011 

Balance at March 1 13,386 23,386

Increase (decrease) in reinsurance ceded premiums written  
less installment payments (6,271) (3,789)

Increase (decrease) in amounts received as collateral for reinsurers’  
share of unpaid claims (1,324) (6,211)

Balance at February 29/28 5,791 13,386 

11. accounts payable and accrued liabilities

Accounts payable and accrued liabilities are comprised of the following:

(in thousands of Canadian dollars) February 29, 2012 February 28, 2011 March 1, 2010 

Due to the Province of Manitoba 8,959 7,727 9,401

Surplus distribution 321,678

Payroll 1,387 558 111

Broker commissions 10,488 9,996 7,187

Provision for fleet rebates 10,496 9,919 9,558

International Registration Program  
payable to other jurisdictions 2,502 1,564 2,055

Other payables and accrued liabilities 24,017 10,137 21,170 

 57,849 361,579 49,482 

12. financing lease obligation

On March 29, 2010 a new Service Centre built on land in Winnipeg at 1284 Main Street became operational. 
The Service Centre and land are owned by a third-party and are leased to the Corporation. The provisions of 
the lease include an initial term of 25 years and, at the Corporation’s option, three further terms of five years 
each. In accordance with IAS 17, Leases, the land portion has been recorded as an operating lease and the 
building portion as a financing lease. The details of the financing lease are as follows:

 2012 2011 

Interest rate 6.70% 7.12%

Interest expense for the year (in thousands of Canadian dollars) 307 301

Financing lease obligation at February 29/28 (in thousands  
of Canadian dollars) 4,536 4,586

The minimum lease payments are as follows:

Minimum Lease Payments
Present Value of  

Minimum Lease Payments

(in thousands of Canadian dollars) 2012 2011 2012 2011

Not later than one year 356 357 343 344

Later than one year and not later than five years 1,460 1,441 1,275 1,259

Later than five years 7,360 7,735 4,189 4,281

Total 9,176 9,533 5,807 5,884
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13. operating leases

as a Lessee:

The Corporation leases offices in Winnipeg, Brandon, Portage la Prairie, Steinbach and Winkler and vehicles 
temporarily assigned to certain Corporate employees. These leases are classified as operating leases in  
accordance with IAS 17, Leases. The lease terms for the offices are all under ten years and the lease terms  
of the vehicles are all under five years. Also classified as an operating lease is the land portion of the Service  
Centre located at 1284 Main Street in Winnipeg. Refer to Note 12 Financing Lease Obligation. None of the 
leases are subleased and no contingent rent is payable for any of the lease arrangements.

Non-cancellable operating lease rentals are payable as follows:

(in thousands of Canadian dollars) 2012 2011 

Not later than one year 957 1,068

Later than one year and not later than five years 1,959 2,405

Later than five years 2,679 3,180 

Total 5,595 6,653 

During the year ended February 29, 2012, $1,040,000 was recognized as an expense for operating leases  
(2011 - $1,104,000) in the Statement of Operations.

as a Lessor:

On May 1, 2009, the Corporation purchased the cityplace property located in downtown Winnipeg including 
the Cityplace building, two adjacent parking lots and one adjacent parkade. The Cityplace building includes 
five floors of office space, three floors of parking and two floors of retail space. The Corporation uses  
approximately 60% of the building for administrative purposes and leases out the remaining 40%.  
The leases are all classified as operating leases.

Future minimum lease payments under non-cancellable leases to be received are:

(in thousands of Canadian dollars) 2012 2011 

Not later than one year 3,129 3,129

Later than one year and not later than five years 11,288 10,879

Later than five years 5,260 7,751 

Total 19,677 21,759 

During the year ended February 29, 2012, income from investment property includes gross rental income from 
operating leases of $11,022,000 (2011 - $10,905,000) and gross rental expenses pertaining to operating leases  
of $9,520,000 (2011 - $8,396,000). Included in rental income is income contingent on retail sales of $160,000 
(2011 - $184,000).

14. unearned premiums and fees

2012 2011

(in thousands of Canadian dollars) Gross 
Reinsurers’ 

Share Gross 
Reinsurers’ 

Share 

Unearned premiums

Balance at March 1 425,652 9,760 416,926 11,853

Premiums written 967,565 8,025 941,378 11,654

Premiums earned (949,830) (14,445) (932,652) (13,747)

Balance at February 29/28 443,387 3,340 425,652 9,760

Prepaid premiums 31,922 31,094

Unearned fees 4,283 3,841  

Balance at February 29/28 479,592 3,340 460,587 9,760 
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(in thousands of Canadian dollars) February 29, 2012 February 28, 2011 March 1, 2010 

Unearned premiums – gross 443,387 425,652 416,926

Prepaid premiums 31,922 31,094 29,296

Unearned fees 4,283 3,841 3,332 

 479,592 460,587 449,554 

15. proVision for employee current benefits

The provision for employee current benefits includes banked vacation, accrued vacation and sick leave liabilities.

(in thousands of Canadian dollars) 2012 2011 

Balance at March 1 19,174 18,833

Provisions 16,434 12,944

Payments (14,499) (12,603)

Balance at February 29/28 21,109 19,174 

16. proVision for employee future benefits 

The Corporation has a defined benefit pension plan, severance benefit plan and a post-retirement extended 
health benefit plan available to eligible employees. The defined benefit pension plan is based on years of service 
and final average salary whereas the severance benefit plan is based on years of service and final salary. 

The Corporation uses an actuarial valuation, on an annual basis, to measure the accrued provision for its benefit 
plans. The most recent actuarial valuation was conducted by an external actuary as at December 31, 2011, with 
the next scheduled actuarial valuation being December 31, 2012. 

The actuarial valuation is based on the Corporation’s best estimate of various economic assumptions. With respect 
to the demographic assumptions, the Corporation relies on and uses the assumptions adopted by the Civil  
Service Superannuation Board. Results from the most recent actuarial valuations, projected to February 29/28 
and the corresponding economic assumptions are as follows:

Pension Benefit Plan Other Benefit Plans

2012 2011 2012 2011 

Discount rate 4.20% 4.85% 4.20% 4.85%

Inflation rate 2.00% 2.00%

Expected salary increase 2.90% 2.90%

Expected health care cost increase 6.00% 6.50%

Pension Benefit Plan Other Benefit Plans

(in thousands of Canadian dollars) 2012 2011 2012 2011 

Balance at March 1 218,872 189,113 38,940 37,721

Current service cost 10,773 9,318 3,819 4,824

Interest cost 10,631 9,990 738 764

Benefits paid (6,591) (5,980) (2,668) (3,537)

Actuarial (gains) losses 26,730 16,431 17 (832)

Balance at February 29/28 260,415 218,872 40,846 38,940 

Employee contribution for the year 6,603 6,387 – – 

 
Page 2493



valuing What Matters

6 8

plan assets 

The Corporation has not segregated investment assets to fund the benefit plans. Funding occurs as benefits 
are paid. The Corporation has established a provision against general assets, which is being increased to match 
the increase in its benefit plan liabilities. The interest cost associated with the various benefit plans is based on 
market interest rates at the most recent valuation date.

Pension Benefit Plan Other Benefit Plans

(in thousands of Canadian dollars) 2012 2011 2012 2011 

Current service cost 10,773 9,318 3,820 4,824

Interest cost 10,631 9,990 738 764

Actuarial (gains) losses pertaining to interest 16,840 10,352

Actuarial (gains) losses pertaining to expenses 9,890 6,079 17 (832)

 48,134 35,739 4,575 4,756 

17. insurance contracts 

The following is a summary of the insurance contract provisions and related reinsurance assets as at the end of 
February, 2012 and 2011 and as at the date of transition to IFRS, March 1, 2010.

(in thousands of Canadian dollars)

February 29, 
2012 

February 28,  
2011 

March 1,  
2010 

Gross Insurance Contract Provisions

Outstanding case reserves 1,009,538 990,792 904,884

Provision for incurred but not reported claims 239,785 338,816 594,796

Provision for internal loss adjusting expenses 141,691 125,405 123,347

Effect of discounting (194,697) (260,937) (277,018)

Provision for adverse deviation 289,128 247,069 282,519 

Total Gross Provision for Unpaid Claims 1,485,445 1,441,145 1,628,528

Total Gross Provision for Unearned Premiums 443,387 425,652 416,926

Total Gross Insurance Contract Provisions 1,928,832 1,866,797 2,045,454  

Reinsurance Ceded

Outstanding case reserves 27,195 38,680 53,564

Provision for incurred but not reported claims 1,817 506 2,756

Effect of discounting (493) (462) (1,619)

Provision for adverse deviation 2,772 3,683 4,788

Total Reinsurers’ Share of Unpaid Claims 31,291 42,407 59,489

Total Reinsurers’ Share of Unearned Premiums 3,340 9,760 11,853 

Total Reinsurers’ Share of Insurance  
Contract Provisions 34,631 52,167 71,342 

Net Insurance Contract Provisions

Outstanding case reserves 982,343 952,112 851,320

Provision for incurred but not reported claims 237,968 338,310 592,040

Provision for internal loss adjusting expenses 141,691 125,405 123,347

Effect of discounting (194,204) (260,475) (275,399)

Provision for adverse deviation 286,356 243,386 277,731

Total Net Provision for Unpaid Claims 1,454,154 1,398,738 1,569,039

Total Net Provision for Unearned Premiums 440,047 415,892 405,073 

Total Net Insurance Contract Provisions 1,894,201 1,814,630 1,974,112 
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The following is a summary of the insurance contract provisions and related reinsurance assets by line of  
business as at the end of February, 2012 and 2011 and as at the date of transition to IFRS, March 1, 2010.

(in thousands of Canadian dollars) February 29, 2012 

 Gross 
Reinsurance 

Ceded Net 

Basic 1,641,690 24,313 1,617,377

Extension 93,823 260 93,563

Special Risk Extension 98,888 7,779 91,109 

Total undiscounted 1,834,401 32,352 1,802,049

Discounting with Provision for Adverse Deviation 94,431 2,279 92,152 

Total Insurance Contract Provisions 1,928,832 34,631 1,894,201 

(in thousands of Canadian dollars) February 28, 2011 

 Gross 
Reinsurance 

Ceded Net 

Basic 1,688,301 39,187 1,649,114

Extension 100,167 673 99,494

Special Risk Extension 92,197 9,086 83,111 

Total undiscounted 1,880,665 48,946 1,831,719

Discounting with Provision for Adverse Deviation (13,868) 3,221 (17,089)

Total Insurance Contract Provisions 1,866,797 52,167 1,814,630 

(in thousands of Canadian dollars) March 1, 2010 

 Gross 
Reinsurance 

Ceded Net 

Basic 1,828,629 46,981 1,781,648

Extension 103,092 1,943 101,149

Special Risk Extension 108,232 19,249 88,983 

Total undiscounted 2,039,953 68,173 1,971,780

Discounting with Provision for Adverse Deviation 5,501 3,169 2,332 

Total Insurance Contract Provisions 2,045,454 71,342 1,974,112 

18. claims liabilities 

MeTHodoLogy and assUMpTions

The best estimates of claim liabilities are determined based on a review of the projected ultimate claim  
liabilities using various standard actuarial techniques. In particular, the techniques used to project ultimate  
claim liabilities include the incurred loss development method, the paid loss development method, the incurred 
Bornheutter-Ferguson method, and the paid Bornheutter-Ferguson method. The projected ultimate claim  
liabilities are then determined by selection of the most appropriate technique by line of business, coverage,  
and maturity of the accident year.

Loss Development Method

The loss development method projects ultimate claims for each accident year using the reported/paid losses  
as at the valuation date, and assuming that future development on these losses is similar to prior accident years’ 
development. The underlying assumption of the method is that the reported/paid-to-date losses will continue  
to develop in a similar manner in the future.

Bornheutter-Ferguson Method

The Bornheutter-Ferguson Method projects ultimate claims for each accident year by adding the expected 
unreported/unpaid losses to the reported/paid losses as at the valuation date. The expected unreported/unpaid 
losses are determined as the product of the expected loss ratio and the percent unreported/unpaid, the latter 
based on the maturity of the accident year. An implicit assumption of this method is that the reported/paid-to-date 
losses contain no informational value as to the amount of losses yet to be reported/paid.
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Claim liabilities are initially determined on an undiscounted gross basis. Ceded claim liabilities are then  
deducted to determine the claim liabilities on an undiscounted net basis.

By line of business and coverage, losses paid and incurred for the last 19 accident years, on a gross basis, are 
organized in a triangular form by accident year and development period. Adjustments are made to the triangles 
for Comprehensive coverage and indexed coverages:

 • For Comprehensive coverage, catastrophic losses are removed from the triangles. For the purpose of the 
valuation, catastrophic losses are defined as losses from a single catastrophic event whereby the incurred 
losses from the event exceed the Corporation’s catastrophe retention level for the applicable accident 
year. The claim liabilities for these catastrophic losses are evaluated separately.

 • For indexed coverages, prior years’ losses are brought to current benefit levels so that the loss development 
factors are unaffected by indexation.

Ratios of loss amounts at successive development years are calculated to build loss development factor triangles. 
Loss development factors are selected based on observed historical development pattern. Judgment is used 
whenever there is significant variability in the observed historical development pattern, which happens with  
coverages with a small number of claims. Judgment is also used, in the absence of available supporting data,  
to determine tail factors for long-tailed coverages.

The loss data does not include internal loss adjustment expenses (ILAE). As such, a provision for ILAE is determined 
based on the observed historical ratios of paid ILAE to paid losses. The method assumes that half of the ILAE  
is paid when the claim is first set up, with the remaining half being paid to maintain the claim. An ILAE ratio is 
selected based on the observed historical ratios. Half of the selected ratio is applied to case reserves. The full 
ratio is applied to incurred but not reported (IBNR) losses.

The loss data includes salvage and subrogation. As such, a separate analysis is not performed.

Ceded claim liabilities and net claim liabilities are determined as follows:

 • For catastrophe reinsurance, estimates of gross claim liabilities are determined for each catastrophic  
loss. The net claim liabilities are determined as the gross claim liabilities less the applicable recovery.  
The ceded claim liabilities are the applicable recovery.

 • For casualty reinsurance, aggregate ceded claim liabilities by insurance year are determined taking into 
consideration discounting, retention levels, and other contract provisions. These liabilities are deducted 
from gross claim liabilities to determine net claim liabilities.

The undiscounted claim liabilities are adjusted to determine the discounted claim liabilities on an actuarial  
present value basis. Two adjustments are made to conform to the Actuarial Standards of Practice of the Canadian 
Institute of Actuaries:

 • The undiscounted claim liabilities are discounted based on a selected discount rate, which is determined 
based on the average duration weighted yield for the Corporation’s bond portfolio as at the end of the 
fiscal year.

 • Provisions for adverse deviation are added to the discounted claim liabilities to obtain the discounted 
claim liabilities on an actuarial present value basis.

The estimates for unearned premium liabilities are also tested to ensure that they are sufficient to pay for future 
claims and expenses in servicing the unexpired policies as of the valuation date.

cHanges in assUMpTions

Basic Accident Benefits – Weekly Indemnity Tail

In the February 28, 2011 valuation, the selected tail factor for Basic Accident Benefits – Weekly Indemnity included 
a 6.00% load. This load was removed in the February 29, 2012 valuation given that virtually all open weekly 
indemnity claims are fully reserved (after 10 years), and the payment amounts are stable over time. This change 
decreased the discounted net claim liabilities by $55.0 million.

Change in Discount Rate

The selected discount rate, determined based on the average duration weighted yield for the Corporation’s 
bond portfolio, decreased by 55 basis points between the February 28, 2011 valuation and the February 29, 2012 
valuation. This decrease in the selected discount rate increased the discounted net claim liabilities by $76.3 million 
and ILAE provision by $7.7 million. 
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Interest Rate Margin for Adverse Deviation

For the year ended February 29, 2012, the average duration weighted yield of the Corporation’s bond portfolio 
decreased from 4.10% to 3.55%. In that same period, Manitoba’s inflation rate has averaged 3.00% compared  
to the Corporation’s forecast of 2.00%. In light of the higher than forecasted inflation rate, coupled with the  
decreasing trend in the average yield, the interest rate margin for adverse deviation was increased by 25 basis 
points to reflect the higher uncertainty in the selected interest rate. The increase in the interest rate margin 
increased the discounted net claim liabilities by $32.8 million and ILAE provision by $3.3 million.

Provision for Future Deductible Increase

In the February 28, 2011, valuation, an IBNR provision was included to cover latent glass claims in the event 
of a deductible increase. This provision was removed for the current valuation, since it was opined that such a 
provision should not be accrued until an effective date is assured. The removal of this provision decreased the 
discounted net claim liabilities by $8.9 million.

Internal Loss Adjustment Expense Provision

For the Basic line of business, in light of recent significant decreases in unpaid claims, the methodology for  
determining the ILAE provision used in the valuation as of February 28, 2011, which compares the paid ILAE 
to the average of the paid and incurred losses, is no longer appropriate. As such, the methodology has been 
revised to the paid ILAE to paid losses method. The same change to the methodology is made to the Extension 
and Special Risk Extension (SRE) lines of business to standardize the approach used.

In addition, in the valuation as of February 28, 2011, the selected ILAE ratio was applied only to “pure” IBNR – 
the estimated portion of total IBNR reserved for accidents which have not been reported as of the valuation 
date. For the current valuation, the selected ILAE ratio has been applied to total IBNR, which better recognizes 
that the ILAE associated with closing long-term claims will likely be greater than that reflected in the historical ratios.

The total effect of both the change in the selected ILAE ratios and applying the selected ILAE ratio to total IBNR 
is an increase in the ILAE provision of $13.4 million.

The provision for unpaid claims, including adjustment expenses, by major claims category includes:

(in thousands of Canadian dollars) 
Balance at February 29, 2012 Gross 

Reinsurers’ 
Share Net 

Automobile Insurance Division

Liability 1,341,719 27,640 1,314,079

Physical Damage 139,929 3,651 136,278 

1,481,648 31,291 1,450,357

Discontinued Operations - Personal/Commercial Lines 3,797   3,797 

 1,485,445 31,291 1,454,154 

(in thousands of Canadian dollars) 
Balance at February 28, 2011 Gross 

Reinsurers’  
Share Net 

Automobile Insurance Division

Liability 1,271,794 37,655 1,234,139

Physical Damage 165,944 4,752 161,192 

1,437,738 42,407 1,395,331

Discontinued Operations - Personal/Commercial Lines 3,407   3,407 

 1,441,145 42,407 1,398,738 

(in thousands of Canadian dollars) 
Balance at March 1, 2010 Gross 

Reinsurers’  
Share Net 

Automobile Insurance Division

Liability 1,481,548 43,313 1,438,235

Physical Damage 143,021 16,176 126,845 

1,624,569 59,489 1,565,080

Discontinued Operations - Personal/Commercial Lines 3,959   3,959 

 1,628,528 59,489 1,569,039 
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cHanges in Unpaid cLaiMs and iLae provisions

gross

(in thousands of Canadian dollars) 2012 2011 

Discounted unpaid claims at March 1 1,315,858 1,505,308

Effect of discounting and Provision for Adverse Deviation 14,079 (5,264)

Undiscounted unpaid claims at March 1 1,329,937 1,500,044

Ultimate claims for current accident year 624,935 633,832

Payment on current accident year claims (383,086) (360,672)

Change in ultimate claims from prior accident years (76,243) (225,093)

Payments on prior accident years claims (246,220) (218,503)

Undiscounted unpaid claims at February 29/28 1,249,323 1,329,608

Effect of discounting and Provision for Adverse Deviation 94,431 (13,868)

Discounted unpaid claims at February 29/28 1,343,754 1,315,740

ILAE provision 141,691 125,405 

Total unpaid claims provision 1,485,445 1,441,145 

reinsurance ceded

(in thousands of Canadian dollars) 2012 2011 

Discounted unpaid claims at March 1 42,410 59,534

Effect of discounting and Provision for Adverse Deviation (3,222) (3,169)

Undiscounted unpaid claims at March 1 39,188 56,365

Ultimate claims for current accident year 468 530

Payment on current accident year claims

Change in ultimate claims from prior accident years 8,617 2,797

Payments on prior accident years claims (19,261) (20,506)

Undiscounted unpaid claims at February 29/28 29,012 39,186

Effect of discounting and Provision for Adverse Deviation 2,279 3,221 

Discounted unpaid claims at February 29/28 31,291 42,407

ILAE provision   

Total unpaid claims provision 31,291 42,407 

net of reinsurance ceded

(in thousands of Canadian dollars) 2012 2011 

Discounted unpaid claims at March 1 1,273,448 1,445,774

Effect of discounting and Provision for Adverse Deviation 17,301 (2,095)

Undiscounted unpaid claims at March 1 1,290,749 1,443,679

Ultimate claims for current accident year 624,467 633,302

Payment on current accident year claims (383,086) (360,672

Change in ultimate claims from prior accident years (84,860) (227,890)

Payments on prior accident years claims (226,959) (197,997)

Undiscounted unpaid claims at February 29/28 1,220,311 1,290,422

Effect of discounting and Provision for Adverse Deviation 92,152 (17,089)

Discounted unpaid claims at February 29/28 1,312,463 1,273,333

ILAE provision 141,691 125,405 

Total unpaid claims provision 1,454,154 1,398,738 

According to accepted actuarial practice, the discounted reserve includes a provision for adverse deviation  
of $286.4 million (2011 – $243.4 million) comprised of a claims development component of $137.6 million  
(2011 – $135.6 million), an interest rate component of $147.4 million (2011 – $106.0 million) and a reinsurance 
component of $1.4 million (2011 - $1.8 million). 
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Net claims incurred and adjustment expenses include no losses from catastrophes in the current fiscal  
year (2011 – nil). Catastrophes are an inherent risk to the Corporation and may contribute materially to the  
year-to-year fluctuations in the Corporation’s results of operations and financial condition when they occur. 

Changes in the estimate of net unpaid claims for discontinued operations recognized during the fiscal year 
ended February 29, 2012 are a increase of $0.4 million (2011 – decrease of $0.4 million). All of the net unpaid 
claims relate to loss dates prior to October 1, 1990.

Unpaid claim liabilities are carried at values that reflect their remaining estimated ultimate costs for all accident years. 

deveLopMenT oF ULTiMaTe cLaiMs

Accident Year

Gross 
(in thousands of Canadian dollars) 2008 2009 2010 2011 2012

5 Year  
Total 

Estimate of ultimate claims costs

At end of accident year 691,105 605,403 641,527 633,832 624,935

One year later 672,845 591,749 611,578 627,341

Two years later 669,780 576,028 608,583

Three years later 638,322 556,758

Four years later 636,848

Current estimate of cumulative 
claims costs 636,848 556,758 608,583 627,341 624,935 3,054,465

Cumulative payments to date 558,501 490,658 507,722 517,708 383,086 2,457,675

Accident Year

Net of Reinsurance Ceded 
(in thousands of Canadian dollars) 2008 2009 2010 2011 2012

5 Year  
Total 

Estimate of ultimate claims costs

At end of accident year 649,685 604,931 618,906 633,302 624,467

One year later 632,232 591,300 590,027 626,998

Two years later 629,452 575,766 586,459

Three years later 598,086 556,563

Four years later 595,361

Current estimate of cumulative 
claims costs 595,361 556,563 586,459 626,998 624,467 2,989,848

Cumulative payments to date 518,557 490,659 488,081 517,708 383,087 2,398,092

There is uncertainty in the estimation process. The actual amount of ultimate claims can only be ascertained 
once all claims are closed. The unpaid claim liabilities for Personal Injury Protection Plan (PIPP) benefits represent 
the majority of the Corporation’s claim liabilities. PIPP claim liabilities are also the most uncertain because of the 
long term nature of these benefits. A 5.00% increase in net PIPP claim liabilities is equal to approximately $40.0 
million. Such a change could occur if the expected future development of payments to lifetime PIPP claimants is 
higher than anticipated. A 1.00% decrease in the interest rate would increase PIPP claim liabilities by approximately 
$110.0 million. However, this impact would be largely offset by gains on the Corporation’s fixed income portfolio. 
Changes to assumptions for other coverages or lines of business are considered to be less material. 

19. reinsurance 

The Corporation follows the practice of obtaining reinsurance to limit its exposure to losses. Under agreements 
in effect at February 29, 2012, these reinsurance agreements limit the Corporation’s exposure on a casualty 
basis to a maximum amount of $5.0 million (2011 – $5.0 million) on any one occurrence. 

The reinsurance arrangements also limit the Corporation’s liability in respect to a series of claims arising out of 
a single occurrence, including catastrophic claims, to a maximum of $16.7 million (2011 – $16.7 million). These 
arrangements protect the Corporation against losses up to $266.7 million (2011 – $266.7 million). 

Certain lines of insurance carry maximum limits lower than these amounts. While these arrangements are made 
to protect against large losses, the primary liability to the policyholders remains with the Corporation. 
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20. information technology optimiZation fund

Activity in the Information Technology Optimization Fund includes:

(in thousands of Canadian dollars) 2012 2011 

Balance at March 1 65,000

Transfer from (to) Basic Insurance Retained Earnings (65,000) 65,000 

Balance at February 29/28 – 65,000 

See Note 3 for full details of the Extension Developement Fund.

21. extension deVelopment fund

Activity in the Extension Development Fund includes:

(in thousands of Canadian dollars) 2012 2011 

Balance at March 1 43,227 48,279

Transfer (to) from Non-Basic Retained Earnings  
for IT optimization projects (10,000) 10,000 

Transfer (to) Non-Basic Retained Earnings for program costs (12,458) (15,052)

Balance at February 29/28 20,769 43,227 

See Note 3 for full details of the Extension Development Fund.

22. accumulated other comprehensiVe income (loss) 

Accumulated Other Comprehensive Income (AOCI) reflects the net unrealized gain or loss on financial assets 
classified as AFS. Changes in AOCI by type of asset are presented below. 

(in thousands of Canadian dollars)

Equity  
Investments 

Other  
Investments Total AOCI 

Balance at March 1, 2010 14,813 750 15,563

Unrealized gains (losses) on AFS assets 84,761 466 85,227

Reclassification of net realized (gains) losses related 
to AFS assets (17,833) 595 (17,238) 

Balance at February 28, 2011 81,741 1,811 83,552

Unrealized gains (losses) on AFS assets (24,604)  1,294 (23,310) 

Reclassification of net realized (gains) losses related 
to AFS assets (2,127)  (2,127) 

Balance at February 29, 2012 55,010 3,105 58,115 

23. serVice fees and other reVenue

(in thousands of Canadian dollars) 2012 2011 

Transaction fees 7,701 6,363

Time payment fees 2,578 2,453 

Time payment interest 12,236 10,097

Late payment fees 881 1,031 

Dishonoured payment fees 771 696

Identity card/Enhanced identity card fees 439 290

Other miscellaneous revenue 440 1,400 

 25,046 22,330 
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24. The Drivers anD vehicles acT operations recoVery 

Under The Drivers and Vehicles Act (DVA), the Corporation is responsible for operations pertaining to driver 
safety, vehicle registration and driver licensing, including all related financial, administrative and data  
processing services. 

The Province of Manitoba provided funding to the Corporation in the amount of $21.0 million annually, from 
October, 2004 to March, 2011, to defray the cost borne by the Corporation for DVA operations. Beginning  
April 1, 2011 the Province of Manitoba increased its payments to the Corporation to $28.0 million per year. 

The Corporation, on behalf of the Province of Manitoba, collects and transfers motor vehicle registration fees 
and driver licensing fees to the Province of Manitoba. 

Fees collected on behalf of and transferred to the Province of Manitoba include:

(in thousands of Canadian dollars) 2012 2011 

Vehicle registration fees 138,082 130,845

Driver licensing fees 22,681 20,990 

 160,763 151,835 

25. net income (loss) from annual operations  

The lines of business reported net income (loss) from annual operations as follows: 

(in thousands of Canadian dollars) 2012 2011 

Basic insurance 22,278 283,855 

Extension insurance 21,836 25,199 

Special risk extension insurance (2,191) 10,416 

The Drivers and Vehicles Act operations (4,500) (26,954)

 15,145 8,661 

Net income (loss) from annual operations 37,423 292,516

Surplus distribution (14,120) (321,678)

Net income (loss) after surplus distribution 23,303 (29,162)

26. surplus distribution 

During the last quarter of the previous fiscal year, based on the Public Utilities Board Orders 122/10 and 43/11, a 
surplus distribution of Basic motor vehicle premiums written based on 2009/2010 rates, estimated to be $321.7 
million, was recorded. The surplus distribution was actualized in May, 2011 when $318.5 million was paid to 
Basic policyholders. 

On June 6, 2011, in response to customer feedback, the Corporation applied to the Public Utilities Board, 
requesting that the Board vary its Order 43/11, regarding the distributed rebate. The Corporation requested 
permission to issue an additional rebate of $16.0 million, estimated to be 5.0% of the original rebate. The most 
recent rebate, like previous rebates, was calculated on premiums paid in the 2009/2010 insurance year. The 
Corporation requested that all ratepayers receive the “greater of” calculation based on both premiums paid in 
fiscal year 2009/2010 and on the 2009/2010 insurance rating year. This would ensure affected customers receive 
a rebate based on the calculation that was most advantageous to them and eliminated any potential disadvan-
tage based on their particular vehicle or Autopac insurance purchasing decisions. 

On June 23, 2011, the additional proposed surplus distribution was approved by the Public Utilities Board in its 
Order 86/11. The additional surplus was actualized during the third quarter of 2011/2012 when $17.3 million was 
paid to Basic policyholders.

27. discontinued general insurance operations 

The Corporation discontinued writing reinsurance assumed business effective November 18, 1987, and personal 
and commercial insurance policies effective October 1, 1990. 

As of February 28, 2001, the Corporation accepted a third-party offer to purchase the reinsurance assumed 
business from the Corporation. Under the terms of the agreement, the Corporation transferred and assigned to 
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the third party the title, interest and all of the obligations resulting from the un-commuted reinsurance assumed 
treaties written by the Corporation for the period July 1, 1975 to November 18, 1987, including retrocessional 
treaties. The obligations include all known or unknown liabilities. The primary liability to the treaty holders 
remains with the Corporation in the event of the third party’s insolvency. 

Claims costs and expenses on personal and commercial policies will be incurred until all claims on existing  
policies are settled. 

Discontinued operations resulted in a net loss of $0.2 million (2011 – net income of $0.6 million) which is reported 
as part of the Special Risk Extension line of business (Note 25). Included in the provision for unpaid claims  
is $3.8 million (2011 – $3.4 million) relating to discontinued operations.

28. commitments 

The Corporation has committed $2.5 million for the restoration of the parkade and the construction  
of a daycare in cityplace.

29. related-party transactions

Key management personnel are comprised of all members of the Board of Directors and the named Executive. 
The summary of compensation of key management personnel for the year is as follows:

(in thousands of Canadian dollars) 2012 2011 

Short-term benefits 1,674 1,754

Post-employment benefits 51 45 

Other long-term benefits 20 19 

Termination benefits 269 346 

 2,014 2,164 

Key management personnel and their close relatives may have insurance policies with the Corporation as 
required by The Manitoba Public Insurance Corporation Act. The terms and conditions of such transactions are 
the same as those available to all policy holders and employees of the Corporation.

30. capital management 

The Corporation’s Board of Directors has approved risk-based capital adequacy target levels by line of business 
to maintain financial stability. In addition, specific levels of retained earnings have been appropriated to support 
one corporate initiative:

The Extension Development Fund, which was established to defray the costs of projects undertaken to 
maximize the opportunities presented by the 2004 merger of Manitoba Public Insurance and the Division of 
Driver and Vehicle Licensing. (Refer to Notes 3 and 21 for full details of the Extension Development Fund.) 

Basic Retained Earnings are comprised of the Rate Stabilization Reserve (RSR) and Retained Earnings in excess 
of the RSR. The Corporation’s Board of Directors’ current target RSR level is $210.0 million based on the 2011 
Basic Insurance Dynamic Capital Adequacy Test (DCAT) report. In his report, the Corporation’s internal actuary 
concluded that a minimum RSR level of $210.0 million would be required for Basic to achieve a satisfactory 
future financial condition. An RSR level lower than $210.0 million would result in a “not satisfactory” opinion  
because there were plausible adverse scenarios identified where liabilities exceed assets. In 2010, the Corporation 
began using the maximum of the Public Utilities Board RSR target in its Public Utilities Board rate applications 
for ratemaking purposes.

The Public Utilities Board of Manitoba, by its Order 162/11, has established the Basic RSR target for rate-setting 
purposes to be $77.9 million to $155.7 million. The target is reflective of 10.0% to 20.0% of written premiums. 

In the same order, the Public Utilities Board agreed that it would revisit the RSR target during the 2013 General 
Rate Application process.

The Corporation’s Board of Directors’ current target level for Extension Retained Earnings is $35.0 million based 
on the 2011 Extension DCAT report. Based on this target the Corporation’s internal actuary has concluded that 
the future financial condition of this line of business is satisfactory. 

The Corporation’s Board of Directors’ current target level of $37.0 million for SRE Retained Earnings is based 
on the 2011 SRE DCAT report. The Corporation’s internal actuary has concluded that, based on this target, the 
future financial condition of this line of business is satisfactory.
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31. financial risk management 

Investments carry certain financial risks including market risk, credit risk and liquidity risk. In accordance with 
Section 12(1) of The Manitoba Public Insurance Corporation Act, the Minister of Finance is responsible for the 
investments of the Corporation. The Minister has charged the Department of Finance with the operational 
management of the fund. The Corporation, through the Investment Committee of the Board, and the Department 
jointly determine appropriate policies and strategies to mitigate risk. The investment objectives and goals of 
the Corporation are embodied in an Investment Policy document, which sets target asset allocation and portfolio 
concentration limits as well as defining the credit quality of the counterparties and the percentage of highly 
liquid investments required to meet cash flow needs. 

Market risk 

Market risk is the risk that changes in foreign exchange rates, market interest rates and other changes in market 
prices will result in fluctuation of the fair value or future cash flows of a financial instrument.

cUrrency risk

Currency risk is the risk that changes in foreign exchange rates will result in fluctuation of the fair value or future 
cash flows of a financial instrument. The Corporation has low exposure to currency risk because the Corporation 
has limited non-Canadian financial instruments. At February 29, 2012, total U.S. dollar financial instruments  
had a carry value of $134,951,000 U.S. ($134,330,000 Cdn) which is approximately 5.0% of the Corporation’s 
investment portfolio. 

The Corporation has entered into a currency swap relating to a Province of quebec provincial bond denominated 
in U.S. dollars for $10,000,000. The currency swap provides a fixed 5.76% return in Canadian dollars. The agreement  
also provides that at predetermined future dates, the Corporation pays a fixed 7.5% rate based on the U.S. 
$10,000,000 par value of the bond and receives 5.76% return based on a Canadian dollar notional value  
of $13,350,000. The maturity date of the currency swap and the bond is July 15, 2023.

inTeresT raTe risk

Interest rate risk is the risk that changes in market interest rates will result in fluctuation of the fair value or future 
cash flows of a financial instrument. 

The market valuation of the Corporation’s fixed income portfolio is directly impacted by fluctuations in interest 
rates and will have a larger impact on instruments with a long duration. 

Bonds Average Effective Rate - % 

 2012 2011 

Federal 2.17 2.34

Provincial 2.82 3.32 

Municipal 3.38 4.14 

Hospitals 2.50 3.45 

Schools 5.47 5.67 

Corporations 3.32 4.93 

As at February 29, 2012, a 100 basis point change in interest rates would result in a change in the fair value  
of the Corporation’s fixed income portfolio of approximately $68.7 million (2011 - $82.2 million). As all of the 
Corporation’s marketable fixed income assets are now classified as FVTPL, all changes would affect net income.

Fluctuations in interest rates would also have an impact on the Corporation’s unpaid claims. The Corporation’s 
duration of its fixed income portfolio approximates the duration of its unpaid claims liability and therefore, any 
change in interest rates related to these investments is largely mitigated by an offsetting impact on the unpaid 
claims liability.

eQUiTy price risk

The fair value of equity securities held by the Corporation can be affected by changes in market prices, other 
than currency and interest rate risks, which may be caused by factors specific to the individual financial instrument 
or factors affecting all similar financial instruments. General economic conditions, political conditions and other 
factors affect the equity market. As at February 29, 2012, a 10.0% change in the fair value of the Corporation’s 
equity portfolio would result in a $50.2 million (2011 - $52.7 million) change in other comprehensive income. 
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As all equities are classified as AFS, all changes in prices are recorded as other comprehensive income and 
do not directly impact the Statement of Operations until such time as an investment is sold or has become 
impaired (Refer to Note 3). The Corporation has policies in place to limit and monitor its exposure to individual 
issuers and classes of issuers of equity securities.

credit risk 

Credit risk is the potential for the Corporation to incur a financial loss due to the failure of the other party to 
discharge an obligation. Financial instruments that give rise to potential credit risk for the Corporation include 
fixed income securities, accounts receivable, reinsurance receivables and structured settlements. 

The following table summarizes the Corporation’s maximum exposure to credit risk on the Statement of  
Financial Position. The maximum credit exposure is the carrying value of the asset net of any allowance for loss. 

(in thousands of Canadian dollars) 2012 2011 2010 

Bonds 1,396,357 1,703,414 1,703,606

Due from other insurance companies 2,545 11,971 10,656

Accounts receivable 304,155 292,035 289,711 

Reinsurance receivable 27,268 38,007 49,289 

Maximum credit risk exposure on the Statement of 
Financial Position 1,730,325   2,045,427  2,053,262 

Fixed incoMe secUriTies crediT risk

The Corporation mitigates its exposure to credit risk by placing fixed income securities with high-quality institutions 
with investment grade ratings. The credit quality of financial assets that are neither past due nor impaired can 
be assessed by reference to external credit ratings, where available, or to historical information about counterparty 
default rates. The following table highlights the fixed income securities by credit quality according primarily  
to Moody’s Investors Service. All Manitoba municipal, schools and hospitals bonds are backed by the province 
of Manitoba and, as such, have been assigned the credit rating of the Province of Manitoba Bonds.

February 29, 2012 February 28, 2011 March 1, 2010 

 

Carrying 
Value  

(in thousands 
of Canadian 

dollars) 
Percentage  
of Portfolio

Carrying Value 
(in thousands 
of Canadian 

dollars) 
Percentage  
of Portfolio

Carrying Value  
(in thousands 
of Canadian 

dollars) 
Percentage  
of Portfolio 

Aaa 190,790 13.6 438,066 25.7 421,669 24.7

Aa 1,158,928 83.0 1,238,750 72.7 1,244,625 73.1

A 45,446 3.3 25,548 1.5 24,411 1.4

Not rated 1,193 0.1 1,050 0.1 12,901 0.8 

 1,396,357 100.0 1,703,414 100.0 1,703,606 100.0 

accoUnTs receivaBLe crediT risk

The Corporation’s accounts receivable are comprised of customers with varying financial conditions as the  
Corporation is required to provide Basic insurance to all vehicle owners and drivers in the province of Manitoba. 
All significant past due receivables, including subrogation receivables, are fully provided for due to the uncertainty 
of collection. The credit risk pertaining to premiums receivable is mitigated as a customer’s policy may be  
cancelled for default of payment. 
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The following table highlights the Corporation’s accounts receivable by major category.

(in thousands of Canadian dollars)

February 29, 
2012 

February 28,  
2011 

March 1, 
2010 

Policy and time payments 275,706 264,026 260,983

Accrued interest 23,202 25,601 26,783

Subrogation and other receivables 12,304 10,895 12,493 

Allowance for doubtful accounts (7,057) (8,487) (10,548) 

 304,155   292,035  289,711 

Details of the allowance for doubtful accounts are as follows:

(in thousands of Canadian dollars) 2012 2011 

Balance at March 1 8,487 10,548

Accounts written off (1,227) (1,653) 

Current period provision (203) (408) 

Balance at February 29/28 7,057 8,487 

reinsUrance receivaBLe crediT risk

The Corporation evaluates the financial condition of its reinsurers to minimize the exposure to significant losses 
from reinsurer insolvency. The Corporation holds collateral in regards to unregistered reinsurance in the form of 
amounts on deposit and letters of credit of $3.0 million (2011 – $4.4 million). Furthermore, a corporate guideline 
requiring reinsurers to have a minimum credit rating of A- from A.M. Best and BBB+ credit rating from Standard 
& Poors is in place. 

For the 2011/2012 fiscal year, nine reinsurers share the Corporation’s casualty reinsurance coverage, ranging 
from 2.5% to 35.0% on any one layer. The reinsurer exposed to 35.0% of the losses is licensed in Canada by the 
Office of the Superintendent of Financial Institutions and, therefore, subject to minimum capital requirements. 

For the 2011/2012 fiscal year, 15 reinsurers share the Corporation’s catastrophe reinsurance coverage, none 
holding more than 22.0% of the reinsurance exposure on any one layer. The 2011/2012 catastrophe reinsurance 
program is placed on a rolling one-third, three-year term to further mitigate the Corporation’s exposure to 
reinsurer insolvency. 

No amount due from reinsurers was considered uncollectible during 2011/2012 and no allowance for doubtful 
accounts has been established as at February 29, 2012.

sTrUcTUred seTTLeMenTs crediT risk

The claims settlement processes may involve the use of structured settlements, which are purchased through 
various financial institutions. As of the Statement of Financial Position date, the present value of expected  
payments totals $157.0 million (2011 – $138.5 million) based on various dates of purchase. The Corporation  
assumes a financial guarantee to make payments to claimants in the event that financial institutions default  
on payments under the terms of the structured settlement. 

Liquidity risk 

A significant risk of the insurance industry is the ability to match the cash inflows of the investment portfolio  
with the cash requirements of the policy liabilities and operating expenses. The Corporation has taken the  
overall historical liability settlement pattern as a basis to define diversification and duration characteristics  
of the investment portfolio. To meet the cash requirements for claims and operating expenses, the Corporation 
has policies to ensure that assets and liabilities are broadly matched in terms of their duration. 

Cash and cash equivalents are essential components of the Corporation’s financial liquidity management.  
Cash flows are monitored to ensure sufficient resources are available to meet our current operating requirements. 
Excess funds not needed to meet current operating requirements are invested in long-term instruments  
to generate additional revenue for future obligations.
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Bonds - Maturity profile 

February 29, 2012 

(in thousands of Canadian dollars) Within one Year
one Year  

To Five Years After Five Years
Total  

Carrying Value 

Federal 13,392 50,468 57,422 121,282

Manitoba

Provincial 27,719 29,632 232,575 289,926

Municipal 17,013 21,680 15,850 54,543

Hospitals 12,482 12,482

Schools 3,030 7,792 479,335 490,157

Other Provinces

Provincial 41,487 41,071 237,418 319,976

Municipal 5,383 52,651 58,034

Corporations 23,574 26,383 49,957 

 102,641 192,082 1,101,634 1,396,357 

February 28, 2011 

(in thousands of Canadian dollars) Within One Year
One Year  

To Five Years After Five Years
Total  

Carrying Value 

Federal 174,452 184,661 359,113

Manitoba

Provincial 5,089 87,921 221,920 314,930

Municipal 465 40,651 17,598 58,714

Hospitals 12,497 12,497

Schools 3,142 16,130 439,123 458,395

Other Provinces

Provincial 55,910 135,548 242,929 434,387

Municipal 5,344 31,106 36,450

Corporations 301 28,627 28,928 

 64,907 460,046 1,178,461 1,703,414 

March 1, 2010 

(in thousands of Canadian dollars) Within One Year
One Year  

To Five Years After Five Years
Total  

Carrying Value 

Federal 10,095 91,598 272,496 374,189

Manitoba

Provincial 14,648 49,222 279,592 343,462

Municipal 681 38,597 45,143 84,421

Hospitals 12,901 12,901

Schools 4,393 23,677 397,112 425,182

Other Provinces

Provincial 7,229 188,760 212,023 408,012

Municipal 5,000 7,461 12,461

Corporations 5,039 37,939 42,978 

 37,046 401,893 1,264,667 1,703,606 
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32. non-current assets and liabilities

The following table presents financial assets and liabilities the Corporation expects to recover or settle  
in 12 months or greater at February 29, 2012, February 28, 2011 and March 1, 2010.

(in thousands of Canadian dollars)

February 29, 
2012 

February 28,  
2011 

March 1, 
2010 

Assets:

Bonds 1,293,716 1,638,507 1,666,560

Equity investments 502,675 526,972 387,092 

Investment property 154,086 85,799  

Infrastructure and other investments 18,361   7,126  7,650 

Reinsurers’ share of unpaid claims 28,427 37,600 40,992 

Total assets 1,997,265 2,296,004 2,102,294  

Liabilities:

Financing lease obligation 4,180 4,229

Provision for unpaid claims 1,228,332 1,150,790 1,362,278 

Total liabilities 1,232,512 1,155,019 1,362,278  

Net assets due after one year 764,753 1,140,985 740,016 

33. first-time adoption of international  
financial reporting standards

Canadian publicly accountable enterprises, including Manitoba Public Insurance, are required to prepare their 
financial statements, in accordance with International Financial Reporting Standards (IFRS) for periods beginning 
on or after January 1, 2011. The financial statements included herein have been prepared based on IFRS. Comparative 
results for the twelve months ended February 28, 2011, previously reported based on Canadian Generally  
Accepted Accounting Principles (GAAP), have been restated based on IFRS which required the preparation of 
an opening IFRS Statement of Financial Position on the Corporation’s Transition Date to IFRS, March 1, 2010.

No significant presentation differences have been made to the Statement of Cash Flows upon transition to IFRS.

In preparing the financial statements in accordance with IFRS 1, First-time adoption of IFRS, retrospective 
application of IFRS to create or revise estimates is prohibited. Adjustments made to restate items previously 
prepared in accordance with Canadian GAAP to IFRS are presented in the Reconciliations from Canadian GAAP 
to IFRS tables below.

IFRS 1, First-time adoption of IFRS – Exemption

IFRS 1 allows for a number of electable exemptions upon first-time adoption to IFRS. The Corporation  
has elected the following exemptions in preparing its opening March 1, 2010, Statement of Financial Position:

designation of Financial instruments – The Corporation has elected to use the IFRS 1 exemption  
and change the classification of AFS Bonds to FVTPL. The effect of this change is detailed in Note B  
of the Reconciliations from Canadian GAAP to IFRS tables presented below.

claims development – The Corporation has elected to disclose only five years of information related to 
claims development, in the February 29, 2012 year-end financial statements, consistent with the transition 
provisions of IFRS 4, Insurance Contracts (Note 18). Each subsequent year, the Corporation will add an  
additional year of disclosure until such time as it is disclosing ten years.

defined Benefit plans – The Corporation has elected to disclose only two years of information relating  
to the present value of the defined benefit obligation and the experience adjustment arising on plan  
benefits upon transition, in the February 29, 2012 year-end financial statements (Note 16). Each subsequent 
year, the Corporation will add an additional year of disclosure until such time as it is disclosing five years.

arrangements containing a Lease – The Corporation has elected to apply the transitional provision in 
IFRIC 4, Determining whether or not an Arrangement contains a Lease. This election allows the Corporation 
to use the facts and circumstances that exist at the transition date to determine whether or not arrangements 
existing at transition date contain a lease.
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reconciLiaTions FroM canadian gaap To iFrs

statement of Financial position

as at March 1, 2010  

(in thousands of Canadian dollars) Notes
Canadian 

GAAP  
IFRS  

Adjustments IFRS  

Assets

Cash and investments 1,804,144 1,804,144

Equity investments 387,092 387,092

Investment property D. 15,215 23,326 38,541

Due from other insurance companies 10,656 10,656

Accounts receivable 289,711 289,711

Prepaid expenses 981 981

Deferred policy acquisition costs 43,143 43,143

Reinsurers' share of unearned premiums 11,853 11,853

Reinsurers' share of unpaid claims 59,489 59,489

Property and equipment D. 134,649 (23,326) 111,323

Deferred development costs  34,618   34,618  

  2,791,551  – 2,791,551  

Liabilities

Due to other insurance companies 23,386 23,386

Accounts payable and accrued liabilities 49,482 49,482

Financing lease obligation –

Unearned premiums and fees 449,554 449,554

Provision for employee current benefits A. 15,666 3,167 18,833

Provision for employee future benefits 226,834 226,834

Provision for unpaid claims  1,628,528   1,628,528  

  2,393,450  3,167 2,396,617  

Equity

Retained Earnings

Basic Insurance Retained Earnings 154,000 154,000

Rate Stabilization Reserve A. & B. 70,709 18,639 89,348

Retained Earnings

Information Technology Optimization Fund     

  224,709  18,639 243,348  

Non-Basic Retained Earnings    

Retained Earnings A. & B. 85,389 2,355 87,744

Extension Development Fund  48,279   48,279  

  133,668  2,355 136,023  

  358,377  20,994 379,371  

Accumulated Other Comprehensive Income B. 39,724  (24,161) 15,563  

Total Equity  398,101  (3,167) 394,934

  2,791,551  – 2,791,551  
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statement of Financial position

as at February 28, 2011  

(in thousands of Canadian dollars) Notes
Canadian 

GAAP  
IFRS  

Adjustments IFRS  

Assets

Cash and investments 1,776,096 1,776,096

Equity investments 526,972 526,972

Investment property D. 100,791 22,730 123,521

Due from other insurance companies  11,971 11,971

Accounts receivable 292,035 292,035

Prepaid expenses  949 949

Deferred policy acquisition costs  46,950 46,950

Reinsurers' share of unearned premiums  9,760 9,760

Reinsurers' share of unpaid claims  42,407 42,407

Property and equipment D. 145,867 (22,730)  123,137

Deferred development costs  38,232   38,232  

  2,992,030  – 2,992,030  

Liabilities

Due to other insurance companies 13,386  13,386

Accounts payable and accrued liabilities 361,579  361,579

Financing lease obligation  4,586 4,586

Unearned premiums and fees 460,587  460,587

Provision for employee current benefits A. 16,007 3,167 19,174

Provision for employee future benefits 257,812  257,812

Provision for unpaid claims   1,441,145   1,441,145  

   2,555,102  3,167 2,558,269  

Equity

Retained Earnings

Basic Insurance Retained Earnings

Rate Stabilization Reserve A. & B. 127,880 12,645  140,525

Retained Earnings

Information Technology Optimization Fund  65,000   65,000  

  192,880   12,645  205,525  

Non-Basic Retained Earnings    

Retained Earnings A. & B. 99,969 1,488  101,457

Extension Development Fund  43,227   43,227  

  143,196  1,488  144,684  

  336,076  14,133  350,209  

Accumulated Other Comprehensive Income B. 100,852  (17,300) 83,552  

Total Equity  436,928  (3,167) 433,761

  2,992,030  – 2,992,030  
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statement of operations 

For the year ended February 28, 2011  

(in thousands of Canadian dollars) Notes
Canadian 

GAAP  
IFRS  

Adjustments IFRS  

Earned Revenues

Gross premiums written 941,378 941,378

Premiums ceded to reinsurers  (11,654)  (11,654)

Net premiums written 929,724 929,724

Increase (decrease) in gross unearned premiums (8,726) (8,726 )

Increase (decrease) in reinsurers’ share of unearned 
premiums  (2,093)  (2,093)

Net premiums earned 918,905 918,905

Service fees & other revenue C. & D. 16,907 5,423 22,330

The Drivers and Vehicles Act operations recovery  20,995  20,995 

Total Earned Revenues  956,807 5,423 962,230 

Claims Costs

Direct claims incurred 421,828 421,828

Claims incurred ceded to reinsurers  (3,417)  (3,417)

Net claims incurred 418,411 418,411

Claims expense 110,857 110,857

Loss prevention/Road safety  18,052  18,052 

Total Claims Costs  547,320 – 547,320 

Expenses    

Operating C. & D. 109,904 7,200 117,104

Commissions 78,510 78,510

Premium taxes 18,329 18,329

Regulatory/Appeal  4,109  4,109 

Total Expenses  210,852 7,200 218,052 

Underwriting income (loss) 198,635 (1,777) 196,858  

Investment income B. & D. 100,742 (5,084) 95,658  

Gain on disposal of property     

Net income (loss) from annual operations 299,377 (6,861) 292,516  

Surplus distribution  (321,678)  (321,678)

Net income (loss) after surplus distribution  (22,301) (6,861) (29,162)

statement of comprehensive income (Loss)  

For the year ended February 28, 2011  

(in thousands of Canadian dollars) Notes
Canadian 

GAAP  
IFRS  

Adjustments IFRS  

Net income (loss) after surplus distribution  (22,301) (6,861) (29,162)

other Comprehensive Income (loss)   

Unrealized gains (losses) on Available for Sale assets 84,613 614 85,227

Reclassification of net realized (gains) losses related to 
Available for Sale assets  (23,485) 6,247 (17,238)

Other Comprehensive Income (loss) for the period  B. 61,128 6,861 67,989 

Total Comprehensive Income (loss)  38,827 – 38,827 
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statement of changes in equity

Retained Earnings  basic non-basic corporate 

(in thousands  
of Canadian dollars) Notes

Rate  
Stabilization 

Reserve 
Retained  
Earnings 

IT  
Optimization  

Fund

Total  
Retained  
Earnings 

Retained 
Earnings 

Extension 
Development 

Fund

Total  
Retained 
Earnings 

Total  
Retained 
Earnings 

Balance at February 28, 
2010 (GAAP)  154,000 70,709 224,709 85,389 48,279 133,668 358,377 

Accounts payable and  
accrued liabilities –  
provision for sick leave A. (2,378) (2,378) (789) (789) (3,167)

Investments – reclassification 
from AFS to FVTPL B.  21,017 21,017 3,144 3,144 24,161 

Total adjustments  – 18,639 – 18,639 2,355 – 2,355 20,994 

Balance at March 1, 2010 
(IFRS)  154,000 89,348 – 243,348 87,744 48,279 136,023 379,371 

Balance at February 28, 
2011 (GAAP)  127,880  65,000 192,880 99,969 43,227 143,196 336,076 

Accounts payable and  
accrued liabilities –  
provision for sick leave A. (2,378) (2,378) (789) (789) (3,167)

Investments – reclassification 
from AFS to FVTPL B. 15,023  15,023 2,277 2,277 17,300 

Total adjustments  12,645 – – 12,645 1,488 – 1,488 14,133 

Balance at February 28, 
2011 (IFRS)  140,525 – 65,000 205,525 101,457 43,227 144,684 350,209 

Accumulated other  
Comprehensive Income 
(in thousands of Canadian dollars) Notes Bonds Equity Investments 

Other  
Investments 

Total  
Accumulated 

Other  
Comprehensive 

Income  

Balance at February 28, 2010 (GAAP) 24,161 14,813 750 39,724

Investments – reclassification from AFS to FVTPL B. (24,161)   (24,161)

Balance at March 1, 2010 (IFRS)  – 14,813 750 15,563 

Balance at February 28, 2011 (GAAP)  17,300 81,741 1,811 100,852 

Investments – reclassification from AFS to FVTPL B. (17,300)   (17,300)

Balance at February 28, 2011 (IFRS)  – 81,741 1,811 83,552 
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A. Upon transition to IFRS, a provision for sick leave benefits has been established for $3,167,000. Under IFRS, a 
provision is required for plans that allow for sick leave entitlements to be carried forward to future years. The 
provision was calculated based on the average number of employees who receive sick leave benefits in a 
given year in excess of the plan’s entitlement. The plan’s current entitlement is one and one-half days of sick 
leave per month (subject to a doctor’s certification in certain instances) for each full time employee. Employees 
do not receive any payout upon leaving the Corporation for any unused sick leave entitlements accrued.  
The provision did not materially change between the March 1, 2010 transition date to IFRS and February, 28, 2011 
and therefore, no change to the provision was recorded in fiscal year 2010/2011. Under Canadian GAAP, 
there was no equivalent requirement to establish such a provision.

B. Upon transition to IFRS, the Corporation has elected to change bonds previously classified as AFS to FVTPL 
as permitted by IFRS 1, First-Time Adoption of International Financial Reporting Standards. Under Canadian 
GAAP, the fair value of AFS bonds was reported in Other Comprehensive Income on the Statement of  
Comprehensive Income and in Accumulated Other Comprehensive Income (AOCI) on the Balance Sheet.  
As a result of the election exercised under IFRS 1, the fair value of FVTPL bonds of $24,161,000 was  
transferred from AOCI to Retained Earnings on March 1, 2010.

During the year ended February 28, 2011, the fair value of FVTPL bonds decreased by $6,861,000 and is 
now reported as Investment Income on the Statement of Operations under IFRS. Previously under Canadian 
GAAP, the bonds were classified as AFS and the decrease in fair value was reported in Other Comprehensive 
Income on the Statement of Comprehensive Income.

C. As permitted under Canadian GAAP, debit and credit card fees were previously charged against Service Fees 
and Other Revenue. Under IFRS, debit and credit card fees are charged to Operating Expenses. 

During the year ended February 28, 2011, Service Fees and Other Revenue and Operating Expenses both  
increased by $7,796,000 as a result of this change. This change has no effect on Net Income (Loss) from  
Annual Operations.

D. Under Canadian GAAP, the entire cityplace building was classified as Property and Equipment on the  
Balance Sheet. Under IFRS, the portion of the cityplace building that is not used by the Corporation (40.0%) 
is classified as Investment Property on the Statement of Financial Position. This change resulted in two  
adjustments on the Statement of Operations, neither of which has an effect on Net Income (Loss) from  
Annual Operations.

 i. Under Canadian GAAP, rental income received from the cityplace building was reported as Service  
Fees and Other Revenue. Under IFRS, rental income from the cityplace building is reported as Investment 
Income.

During the year ended February 28, 2011, Service Fees and Other Revenue decreased and Investment 
Income increased by $2,373,000 as a result of this change.

 ii. Under Canadian GAAP, the related depreciation expense was reported as an Operating Expense. Under 
IFRS, the related depreciation expense is reported as an offset to Investment Income.

During the year ended February 28, 2011, Operating Expenses and Investment Income decreased by 
$596,000 as a result of this change.
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34. rate regulation 
Under the provisions of The Crown Corporations Public Review and Accountability Act, the Public Utilities Board 
has the authority to review and approve Basic Insurance rates, premiums and service fees charged with respect 
to compulsory driver and vehicle insurance provided by the Corporation. No new rates or fees for services can 
be introduced without the approval of the Public Utilities Board. 

Annually the Corporation prepares its Basic Insurance general rate application and files it with the Public Utilities 
Board in the month of June for implementation the following fiscal year commencing on March 1. The general 
rate application includes the prospective rate requirements based on historical and forecasted financial and 
other information as well as the application of actuarial, accounting and statistical principles and practices. 

The Corporation is required to pay a portion of the Public Utilities Board’s operating costs relating to the  
Corporation’s share of the overall Public Utilities Board budget. In addition, the Public Utilities Board can  
also order the Corporation to reimburse other proceeding participants for specified costs such as their time, 
legal and expert witness fees.
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AS AT MARCH 31

The accompanying financial statements are the responsibility of Management and have been prepared in accordance 
with the accounting policies disclosed in note 2. In Management’s opinion, the financial statements have been properly 
prepared and of necessity, include some amounts based upon Management’s best estimates and judgements.

As Management is responsible for the integrity of the financial statements, Management has established systems of internal 
control to provide assurance that assets are properly accounted for and safeguarded from loss.

  

ROMAn ZUBACH.     InGRID LOEWEn 
Acting/President & Chief Executive Officer   Chief Financial & Strategy Officer

 

MAnAGEMEnT REPORT 

 
Page 2514



MANITOBA LIQUOR CONTROL COMMISSION AnnuAl RepoRt 2012  |  23

INdePeNdeNT AUdITORS’ RePORT

To the Board of Commissioners of 
The Liquor Control Commission

We have audited the accompanying financial statements of The Liquor Control Commission, which comprise the balance 
sheets as at March 31, 2012 and 2011 and April 1, 2010 and the statements of income and comprehensive income, profit  
payable to the Province of Manitoba and cash flows and for the years ended March 31, 2012 and 2011, 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  
International Financial Reporting Standards, 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.

Auditors’ responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits  
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 auditors’ 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 auditors consider internal 
control relevant to the entity’s preparation and fair presentation of the financial statements in order to design audit procedures  
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s 
internal control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness 
of accounting estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained in our audits 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 The Liquor Control 
Commission as at March 31, 2012 and 2011 and April 1, 2010 and the results of its operations, profit payable to the Province 
of Manitoba and its cash flows for the years ended March 31, 2012 and 2011 in accordance with International Financial 
Reporting Standards.

 

AUDITORS’ REPORT 

Chartered Accountants 
Winnipeg, Canada,   
June 1, 2012 
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As at March 31,  
2012

As at March 31,  
2011

As at April 1,  
2010

 $    $    $    

ASSeTS

Current

Cash and cash equivalents  9,904  8,399  9,190 

Accounts receivable  22,121  20,308  20,726 

Inventory [note 7]  41,183  38,311  35,690 

Prepaid expenses  1,442   1,328   1,256  

Total current assets  74,650  68,346  66,862 

Cash and cash equivalents  
[restricted]  —  —  46,360 

Property and equipment,  
net [note 8]  31,050  28,773  27,122 

Intangible assets, net [note 9]  7,378   6,424   7,298  

  113,078   103,543   147,642  

LIABILITIeS 

Current

Accounts payable - trade and other  44,323  40,140  35,982 

Goods and Services Tax payable  1,955  708  1,096 

Manitoba Retail Sales Tax payable  1,707  1,522  1,471 

Profit payable to the Province  
of Manitoba  39,048  39,529  39,988 

Environmental Protection  
Tax payable  147  140  141 

Deferred licence fees  862   342   327  

Total current liabilities  88,042  82,381  79,005 

Provision for employee pension  
benefits [note 10]  20,804  17,551  64,964 

Provision for retirement allowances  
[note 11]  4,232   3,611   3,673  

  113,078   103,543   147,642  

See accompanying notes

On behalf of the Commission:

Chair of the Board Chair of the Audit Committee

Acting/President & Chief Executive Officer Chief Financial & Strategy Officer

BALAnCE SHEETS 
(in thousands of Canadian dollars)
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Years ended March 31

2012 2011

 $    $    

Sales [schedule]  652,622   621,880 

Cost of sales [schedule]  325,236   307,762  

Gross profit [schedule]  327,386   314,118 

Other income [note 12]  3,748   3,687  

 331,134  317,805 

General and administrative expenses [note 13]  76,864   67,687  

Net profit and comprehensive income for the year  254,270   250,118  

See accompanying notes

STATEMENTS OF PROFIT PAYABLE TO THE PROVINCE 
OF MANITOBA

[in thousands of Canadian dollars]

 $    

Balance at April 1, 2010 39,988 

net profit and comprehensive income for the year 250,118 

Transfers to Province of Manitoba - current year’s profit  (202,800)

Transfers to Province of Manitoba - prior year’s profit  (47,777)

Balance at March 31, 2011  39,529 

net profit and comprehensive income for the year  254,270 

Transfers to Province of Manitoba - current year’s profit  (203,200)

Transfers to Province of Manitoba - prior year’s profit  (51,551)

Balance at March 31, 2012  39,048  

See accompanying notes

 

STATEMEnTS OF InCOME  
AnD COMPREHEnSIvE InCOME 
(in thousands of Canadian dollars)
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Years ended March 31

2012 2011 

 $    $    

OPeRATING ACTIVITIeS

Cash receipts

Sales - spirits, wine, refreshment beverages, 
and beer  650,673  622,044 

Annual licence fees and other  5,994  5,248 

Goods and Services Tax  33,206  31,639 

Manitoba Retail Sales Tax  22,581  21,437 

Environmental Protection Tax  2,088   2,020  

  714,542   682,388  

Cash disbursements

Purchases - merchandise, federal duty, excise 
and sales taxes, and other costs  326,180  305,894 

General and administrative expenses  68,585  66,392 

Goods and Services Tax  31,960  32,027 

Manitoba Retail Sales Tax  22,396  21,386 

Manitoba Waste Reduction and Prevention Levy  —  34 

Environmental Protection Tax  2,081   2,021  

  451,202   427,754  

Cash provided by operating activities  263,340   254,634  

INVeSTING ACTIVITIeS

Acquisition of property and equipment  (7,084)  (4,848) 

Cash used in investing activities  (7,084)  (4,848) 

FINANCING ACTIVITIeS

Transfers to Province of Manitoba - current  
year’s profit  (203,200)  (202,800)

Transfers to Province of Manitoba - prior  
year’s profit  (51,551)  (47,777) 

Cash used in financing activities  (254,751)  (250,577) 

Net increase (decrease) in cash during the year  1,505  (791)

Cash and cash equivalents, beginning of year  8,399   9,190  

Cash and cash equivalents, end of year  9,904   8,399  

See accompanying notes

STATEMEnTS OF CASH FLOWS 
(in thousands of Canadian dollars)
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Years ended March 31

Spirits Wine
Refreshment  

beverages Beer Total

 $ $ $  $ $ 

Sales

Stores  156,513  98,942  14,833  50,635  320,923 

Liquor vendors  35,042  9,787  3,712  7,657  56,198 

Licensees  20,108  5,017  1,766  234,233  261,124 

Specialty wine stores  28   14,256   93   —   14,377  

Total sales for 2012  211,691   128,002   20,404   292,525   652,622  

Total sales for 2011  205,545   122,176   19,172   274,987   621,880  

Cost of sales

Total cost of sales for 2012  83,676   59,327   9,303   172,930   325,236  

Total cost of sales for 2011  81,320   56,229   8,714   161,499   307,762  

Gross profit for 2012  128,015   68,675   11,101   119,595   327,386  

Gross profit for 2011  124,225   65,947   10,458   113,488   314,118  

See accompanying notes

SCHEDULE OF SALES, COST  
OF SALES AnD GROSS PROFIT 
(in thousands of Canadian dollars)
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1. NATURE OF ORGANIZATION

The financial statements of The Liquor Control Commission [the “MLCC”] for the year ended March 31, 2012 were 
authorized for issue in accordance with a resolution of the Board of Commissioners on June 1, 2012. The MLCC was 
formed in 1923 as an agency of the Government of Manitoba under The Liquor Control Act. The registered office is  
located at 1555 Buffalo Place, Winnipeg, Manitoba. The MLCC’s mandate is to purchase, sell and regulate alcoholic 
beverages; to determine locations for retail liquor outlets; to licence and regulate facilities used by the consuming  
public; to provide revenue to the Province of Manitoba from the activities of the MLCC; and to do all such things necessary 
to effect the provisions of The Liquor Control Act. All net profit earned from the sale of liquor, or from licence and permit 
fees, or otherwise arising in the administration of The Liquor Control Act, shall be paid to the Province of Manitoba.

2. BASIS OF PRESENTATION

The financial statements of the MLCC have been prepared on a historical cost basis except for certain financial  
instruments which are reported at fair value. The financial statements are presented in Canadian dollars, which is  
the functional currency of the MLCC, and all values are rounded to the nearest thousand dollars ($000) except when 
otherwise indicated.

The financial statements of the MLCC have been prepared in accordance with International Financial Reporting 
Standards [“IFRS”] as issued by the International Accounting Standards Board. The first date at which IFRS was applied 
was April 1, 2010 [the “Transition Date”]. The effects of the transition from Canadian generally accepted accounting 
principles [“GAAP”] to IFRS as of the Transition Date on the balance sheet, statements of income and comprehensive 
income, and statement of cash flows can be found in note 17.

3. SIGNIFICANT ACCOUNTING POLICIES

[a] Cash and cash equivalents in the balance sheet includes cash on hand, current balances with banks and outstanding 
electronic fund transactions forwarded to banks. Cash and cash equivalents [restricted] consist of cash balances 
held in a trust account which were advanced by the Province of Manitoba to fund retiring benefits. In September 2010, 
the balance in this trust account [$46,408] was transferred to the Civil Service Superannuation Board [“CSSB”]  
who maintain a separate fund for the MLCC pension assets.

[b]  Accounts receivable include electronic fund transactions to be forwarded to banks after March 31.

[c] Inventories of goods for resale are valued at the lower of average cost and net realizable value. Cost comprises 
purchase price, import duties and freight. net realizable value is the estimated selling price in the ordinary course 
of business less estimated costs necessary to make the sale.

Inventory write-downs are reversed if the estimated calculations of the recoverable amount change. Write-downs 
are reversed only to the extent that the carrying value does not exceed the carrying value that would have been 
determined if no write-down had been recognized.

[d] Revenue is recognized to the extent that it is probable that the economic benefits will flow to the MLCC and the 
revenue can be reliably measured. For the sale of products, revenue is recognized when the significant rewards 
of ownership of the products have passed to the buyer, usually on delivery of the products. Other operating  
income from licence and permit fees, merchandising program fees and administration and other fees is recognized 
when the MLCC’s right to receive the payment is established and MLCC has no further obligation to provide goods 
or services or on a straight-line basis over the licence term. Revenue is measured at the fair value of the consideration 
received, excluding sales taxes.

The MLCC assesses its revenue arrangements in order to determine if it is acting as principal or agent. The MLCC 
has concluded that it is acting as a principal in all of its revenue arrangements, except for the third-party AIR 
MILES® program in which MLCC participates. The AIR MILES® program allows customers to earn AIR MILES® points 
when they purchase products in the MLCC’s retail stores. The redemption of points by customers is the responsibility 
of the third-party AIR MILES® program. Consideration received and the related expense is recorded net in other 
income as MLCC is acting as an agent for the AIR MILES® program.

[e] Revenues, expenses and assets are recognized net of the amount of sales and goods and services tax,  
and environmental protection tax, except:

[i] Where the sales and goods and services tax incurred on a purchase of assets or services is not recoverable 
from the taxation authority, in which case the sales and goods and services tax is recognized as part of the 
cost of acquisition of the asset or as part of the expense item, as applicable; and,

[ii] Receivables and payables that are stated with the amount of sales and goods and services tax included.

The net amount of sales and goods and services tax recoverable from, or payable to, the taxation authority  
is included as part of receivables or payables in the balance sheet.

nOTES TO FInAnCIAL STATEMEnTS 
(in thousands of Canadian dollars)
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[f] Transactions in foreign currencies are initially recorded by the MLCC at the MLCC’s Canadian dollar functional 
currency exchange rate prevailing at the date of the transaction. Monetary assets and liabilities denominated in 
foreign currencies are retranslated at the functional currency spot rate of exchange at the reporting date. All differences  
are taken to the statement of income and comprehensive income. non-monetary items that are measured in 
terms of historical cost in a foreign currency are translated using the exchange rate as at the date of the initial 
transactions. non-monetary items measured at fair value in a foreign currency are translated using the exchange 
rate at the date the fair value is determined.

[g] Property and equipment is stated at cost, net of accumulated amortization and any accumulated impairment 
losses, if any. Costs include directly attributable costs. Repair and maintenance costs are recognized in the statement  
of income and comprehensive income as incurred. Amortization is calculated on a straight-line basis over the  
useful life of the asset as follows:

 Buildings   15 to 40 years 
 Leasehold improvements  Straight-line basis over the remaining term of the lease 
 Paving   25 years 
 Equipment and furniture  5 to 40 years 
 vehicles   5 years

 An item of property and equipment and any significant part initially recognized is derecognized upon disposal or 
when no future economic benefits are expected from its use or disposal. Any gain or loss arising on derecognition 
of the asset is included in the statements of income and comprehensive income when the asset is derecognized.

 The assets’ residual values, useful lives and methods of amortization are reviewed at each financial year-end,  
and adjusted prospectively, if appropriate.

[h] Leases in which substantially all the risks and rewards of ownership are retained by the lessor are classified as 
operating leases. Operating lease payments are recognized as an expense in the statements of income and 
comprehensive income on a straight-line basis over the lease term. Leases that contain pre-determined, fixed 
rental increases are recognized over the life of the lease. Property leases are analyzed into separate components 
for land and buildings and tested to establish whether the components are operating leases or finance leases. 
Premiums paid for land are treated as a prepayment of an operating lease rental and recognized on a straight-line 
basis over the life of the lease.

[i] Intangible assets acquired separately are measured on initial recognition at cost. Following initial recognition, 
intangible assets are carried at cost less any accumulated amortization and accumulated impairment losses,  
if any. Internally generated intangible assets, excluding capitalized development costs, are not capitalized and  
the expenditure is reflected in the statements of income and comprehensive income in the year in which the 
expenditure is incurred.

 Intangible assets with finite lives are amortized on a straight-line basis over the useful economic life of the asset. 
Intangible assets with finite lives are assessed for impairment whenever there is an indication that the intangible 
asset may be impaired. The amortization period and the amortization method are reviewed at the end of each 
reporting period and are treated as changes in estimates. The amortization expense is recognized in the statement of 
income and comprehensive income in the expense category consistent with the function of the intangible assets.

 Gains and losses arising from the derecognition of an intangible asset are measured as the difference between 
the net disposal proceeds and the carrying amount of the asset and are recognized in the statements of income 
and comprehensive income when the asset is derecognized.

 A summary of the amortization policies applied to the MLCC’s intangible assets is as follows:

 Computer software  3 - 15 years

[ j] The MLCC assesses at each reporting date whether there is an indication that a non-financial asset may be impaired.  
If any indication exists, a test is performed on the affected asset to assess its recoverable amount against carrying 
value. An impaired asset is written down to its recoverable amount, which is the higher of its value in use or its fair 
value less costs to sell. If there is an indication of an increase in fair value of an asset that had previously been  
impaired, then it is recognized by reversing the impairment, but only to the extent that the recoverable amount 
does not exceed the carrying amount that would have been determined if no impairment loss had been  
recognized for the asset.

[k] Financial instruments are assessed and recognized in accordance with IAS 39. Financial instruments are recognized  
in the balance sheet when the MLCC becomes a party to the contractual terms of the instrument, which represents 
the trade date. Financial assets are removed from the balance sheet when the contractual rights to the cash 
flows from the asset cease. Financial liabilities are removed from the balance sheet when the obligation is met, 
cancelled or ends.

nOTES TO FInAnCIAL STATEMEnTS 
(in thousands of Canadian dollars)
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 The classification of the MLCC’s financial assets and financial liabilities is performed at initial recognition and are  
measured as follows:

[i] Cash and cash equivalents are classified as fair value through profit and loss and measured at fair value. The gains 
or losses arising on the revaluation to fair value at the end of the year are recorded in net profit.

[ii] Accounts receivable are classified as loans and receivables and recorded at cost, which upon initial recognition 
is equal to their fair value. Subsequent measurements are recorded at amortized cost using the effective interest 
method.

[iii] Accounts payable, profit payable to the Province of Manitoba and other taxes payable are classified as loans and 
borrowings and are initially measured at their fair value. Subsequent measurements are recorded at amortized cost 
using the effective interest method.

The MLCC assesses at each reporting date whether there is any objective evidence that a financial asset or a group 
of financial assets is impaired. The carrying amount of financial assets carried at amortized cost is reduced through the 
use of an allowance account and the amount of the loss is recognized in the statements of income and comprehensive 
income.

The fair value of financial instruments traded in an active market is determined by quoted market prices. Financial  
instruments not traded in an active market are valued using an appropriate valuation technique. An analysis of fair 
values of financial instruments and further details as to how they are measured is provided in note 14.

[l] Provisions are recognized when the MLCC has a present obligation [legal or constructive] as a result of a past event, 
it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation and 
a reliable estimate can be made of the amount of the obligation. If the effect of the time value of money is material, 
provisions are discounted using a current rate that reflects, where appropriate, the risks specific to the liability. Where 
discounting is used, the increase in the provision due to the passage of time is recognized as a finance cost.

[m] The MLCC maintains a defined benefit pension plan in accordance with the provision of The Civil Service Superannuation  
Act administered by the Civil Service Superannuation Board. Substantially all of the employees of the MLCC are eligible 
for pension benefits based on length of service and average annualized earnings calculated on the best five years prior 
to retirement, termination, or death that provided the highest earnings. The cost of providing benefits under the defined 
benefit plan is actuarially determined using the projected unit credit method. The liability is determined actuarially every 
three years with the balances for the intervening years being determined by a formula provided by the actuary. Actuarial 
gains and losses are recognized in income immediately.

The defined benefit asset or liability comprises the present value of the defined benefit obligation [using a discount rate 
based on high quality corporate bonds] less the fair value of plan assets out of which the obligations are to be settled. 
Plan assets are assets that are held by a long-term employee benefit fund. Plan assets are not available to the creditors 
of the MLCC nor can they be paid directly to the MLCC. Fair value is based on market price information and, in the case 
of quoted securities, it is the published bid price. 

 The MLCC has also agreed to provide certain additional post-retirement healthcare benefits, which are unfunded.

4. SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of the MLCC’s financial statements requires management to make judgments, estimates and assumptions 
that affect the reported amounts of revenue, expenses, assets and liabilities, at the end of the reporting period. However, 
uncertainty about these assumptions and estimates could result in outcomes that require a material adjustment to the carrying 
amount of the asset or liability affected in future periods.

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date, that have 
a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial 
year, are discussed below.

The cost of defined pension plan and other post employment healthcare benefits and the present value of the pension 
obligation are determined using actuarial valuations. In addition, the provision for retirement allowances is actuarially  
determined and is recorded based on a formula provided by the Province of Manitoba. An actuarial valuation involves making 
various assumptions which may differ from actual developments in the future. These include the determination of the  
discount rate, future salary increases, mortality rates, retirement rates and future pension increases. Due to the complexity 
of the valuations, the underlying assumptions and its long-term nature, a defined benefit obligation and provision for  
retirement allowances are highly sensitive to changes in these assumptions. All assumptions are reviewed at each  
reporting date.

nOTES TO FInAnCIAL STATEMEnTS 
(in thousands of Canadian dollars)
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In determining the appropriate discount rate, management considers the interest rate of corporate bonds in the 
respective currency with at least an AA rating, with extrapolated maturities corresponding to the expected duration 
of the defined benefit obligation. The underlying bonds are further reviewed for quality, and those having excessive 
credit spreads are removed from the populations of bonds on which the discount rate is based, on the basis that they 
do not represent high quality bonds.

The mortality rate is based on publicly available mortality tables for Canada. Future salary increases and pension 
increases are based on expected future inflation rates for Manitoba.

Further details about the assumptions are outlined in notes 10 and 11.

5. CHANGES IN ACCOUNTING POLICIES

The MLCC chose to adopt the following standards:

[a] IFRS 7 – Financial Instruments: Disclosures and the related amendment to IFRS 1 – First-time Adoption of International 
Financial Reporting Standards were incorporated into Part 1 of the Canadian Institute of Chartered Accountants 
Handbook. These amendments were made to Part 1 in January 2011 and are effective for annual periods beginning  
on or after July 1, 2011. Earlier adoption is permitted. The amendments relate to required disclosures for transfers 
of financial assets to help users of the financial statements evaluate the risk exposures relating to such transfers 
and the effect of those risks on an entity’s financial position. The adoption of IFRS 7 did not have any impact on  
the MLCC’s disclosures.

[b] IAS 24 [revised] – Related-party Disclosures supercedes IAS 24 – Related-party Disclosures. IAS 24 [revised] is 
mandatory for annual periods beginning on or after January 1, 2011 with earlier application permitted. The revised 
standard clarifies and simplifies the definition of a related party and removes the requirement for government-related 
entities to disclose details of all transactions with the government and other government-related entities.  
The adoption of IAS 24 [revised] by the MLCC resulted in minor modifications to the related-party disclosures  
in note 16.

6. STANDARDS ISSUED BUT NOT YET EFFECTIVE

Standards issued but not yet effective up to the date of issuance of the MLCC’s financial statements are listed below. 
The listing only includes standards and interpretations issued which the MLCC reasonably expects to be applicable  
at a future date. The MLCC intends to adopt these standards when they become effective.

[a] IAS 1 - Presentation of Financial Statements was amended on June 16, 2011. The amendments enhance the 
presentation of other comprehensive income [“OCI”] in the financial statements, primarily by requiring the components 
of OCI for items that may be reclassified to the statements of income and comprehensive income to be presented 
separately from those that remain in equity. The amendments are effective for annual periods beginning on or 
after January 1, 2012. The MLCC is currently assessing the impact of the amendments on its financial statements.

[b] IFRS 9 – Financial Instruments reflects the first phase of the IASB’s work on replacing the existing standards for 
financial instruments [IAS 39] and applies to classification and measurement of financial instruments as defined in 
IAS 39. The standard is effective for annual periods beginning on or after January 1, 2013. In subsequent phases, 
the IASB will address classification and measurement of financial liabilities, hedge accounting and derecognition. 
The adoption of the first phase of IFRS 9 will have an effect on the classification and measurement of the MLCC’s 
financial assets. The MLCC will quantify the effect in conjunction with the other phases when issued, to present  
a comprehensive picture.

[c] IFRS 13 – Fair Value Measurement does not change the circumstances under which an entity is required to use 
fair value, but rather provides guidance on how to measure the fair value of financial or non-financial assets and 
liabilities when required or permitted by IFRS. While many of the concepts in IFRS 13 are consistent with current 
practice, certain principles could have a significant effect. The disclosure requirements are substantial and could 
present additional challenges. IFRS 13 is effective for annual periods commencing on or after January 1, 2013, and 
will be applied prospectively. The MLCC is currently evaluating the implications of the new standard.

[d] IAS 19 [revised] – Employee Benefits was amended in June 2011. The amendments include eliminating the option 
to defer the recognition of gains and losses, streamlining the presentation of changes to assets and liabilities with 
all changes from re-measurement to be recognized in other comprehensive income and enhancing the disclosure 
of the characteristics of defined benefit plans and the risks that companies are exposed to through participation in 
these plans. The amended version of IAS 19 is effective for annual periods beginning on or after January 1, 2013, 
with earlier adoption permitted. The MLCC is currently evaluating the impact of these revised standards.

nOTES TO FInAnCIAL STATEMEnTS 
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7. INVENTORY

Inventory consists of the following:

March 31,
2012

March 31,
2011

April 1,
2010

 $ $ $ 

Warehouse 28,386 26,029 23,802

Stores 12,797  12,282 11,888 

 41,183 38,311 35,690 

The amount of unpaid and unrecorded Customs and Excise duties on owned merchandise held in bond is approximately 
$4,361 at March 31, 2012 [2011 - $3,806].

8. PROPERTY AND EQUIPMENT

 Land Buildings 
Leasehold 

improvements Paving 

Equipment 
and

Furnishings  vehicles Total

$ $ $ $ $ $ $

COST:

At April 1, 2010 120 17,472 11,198 496 12,967 639 42,892

Additions — 925 2,325 24 1,204 197 4,675

Disposals — — (84) — (222) (180) (486)

At March 31, 2011 120 18,397 13,439 520 13,949 656 47,081

Additions — 542 3,159 — 2,196 118 6,015

Disposals — — — — (66) (73) (139)

At March 31, 2012 120 18,939 16,598 520 16,079 701 52,957

AMORTIZATION:

At April 1, 2010 — 5,027 5,544 122 4,738 339 15,770

Amortization — 386 845 27 1,589 91 2,938

Disposals — — (71) — (193) (136) (400)

At March 31, 2011 — 5,413 6,318 149 6,134 294 18,308

Amortization — 547 1,010 20 2,027 116 3,720

Disposals — — — — (55) (66) (121)

At March 31, 2012 — 5,960 7,328 169 8,106 344 21,907 

NeT BOOk VALUe:

At April 1, 2010 120 12,445 5,654 374 8,229 300 27,122

At March 31, 2011 120 12,984 7,121 371 7,815 362 28,773

At March 31, 2012 120  12,979 9,270 351 7,973 357 31,050 

nOTES TO FInAnCIAL STATEMEnTS 
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9. INTANGIBLE ASSETS

Computer Software - acquired

 $ 

COST:

At April 1, 2010 11,577

Additions —

Disposals (475) 

At March 31, 2011 11,102

Additions 1,291

Disposals — 

At March 31, 2012 12,393 

AMORTIZATION:

At April 1, 2010 4,279

Amortization 913

Disposals (514) 

At March 31, 2011 4,678

Amortization 337

Disposals — 

At March 31, 2012 5,015 

NeT BOOk VALUe:

At April 1, 2010 7,298

At March 31, 2011 6,424

At March 31, 2012 7,378 

10. PROVISION FOR EMPLOYEE PENSION BENEFITS

The MLCC maintains a defined benefit pension plan in accordance with the provision of The Civil Service  
Superannuation Act administered by the CSSB.

net benefit expense is comprised of:

2012 2011

 $ $ 

Current service cost 2,011 1,804

Interest cost 3,574 3,573

Actuarial loss recognized in the year 2,222 4,068

Manitoba Finance matching pension contributions — (1,255)

Administration and management fees 187 144

Return on plan assets (801) (5,762) 

Net benefit expense 7,193 2,572 

Accrued benefit liability is comprised of:

2012 2011

 $ $ 

Defined benefit obligation 76,243 71,489

Fair value of plan assets 55,439 53,938 

Accrued benefit liability 20,804 17,551 

nOTES TO FInAnCIAL STATEMEnTS 
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March 31, 2012 and 2011

Changes in the present value of the defined benefit obligation are as follows:

2012 2011

 $ $ 

defined benefit obligation, beginning of year 71,489 64,964

Actuarial loss (gain) on obligation 2,222 4,068

Current service cost 2,011 1,804

Interest cost 3,574 3,573

Benefits paid (3,053) (2,920)

defined benefit obligation, end of year 76,243 71,489 

Changes in the fair value of the plan assets are as follows:

2012 2011

 $ $ 

Fair value of plan assets, beginning of year 53,938 —

Transfer of restricted cash — 46,360

Return on plan assets 801 5,762

Contributions by employer 700 561

Manitoba Finance matching pension contributions — 1,255 

Fair value of plan assets, end of year 55,439 53,938 

The major categories of plan assets as a percentage of the fair value of total plan assets are as follows:

2012 2011

 % % 

Cash and cash equivalents 2 .3 5.3

Bonds and debentures 26 .2 25.2

Canadian equities 25 .8 27.0

United States equities 20 .0 17.8

International equities 25 .7 24.7 

The key actuarial assumptions used in determining the MLCC’s provision for employee pension benefits were at the 
following weighted average rates:

2012 2011

 % % 

Discount Rate 4 .50 5.00

Inflation 2 .00 2.50

Rate of future compensation increases 3 .75 4.25

Post retirement indexing 1 .67 1.67 

Expected contributions to the defined benefit pension plan for the year ending March 31, 2013 are as follows:

   $ 

Employee contributions 2,154

MLCC contributions   712 

nOTES TO FInAnCIAL STATEMEnTS 
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11. PROVISION FOR RETIREMENT ALLOWANCES

Effective April 1, 1998, the MLCC commenced recording accumulated retirement allowances for its employees. 
Eligible employees are entitled to receive a retirement allowance equal to one week’s pay, to a maximum of 25 
weeks, for each year of continuous employment based on the current salary at date of retirement. The provision 
recorded is calculated based on a formula provided by the actuary.

net benefit expense is comprised of:

2012 2011

 $ $ 

Current service cost 137 127

Interest cost 253 255

Actuarial loss (gain) recognized in the year 522 —

Benefits paid 108 170 

Net benefit expense 1,020 552 

Changes in the present value of the provision are as follows:

2012 2011

 $ $

Beginning of year 3,611 3,673

Actuarial loss (gain) on provision 522 —

Current service cost 137 127

Interest cost 253 255

Retirement allowance paid (291) (444) 

end of year 4,232 3,611 

The key actuarial assumptions used in determining the MLCC’s provision for retirement allowances were at the  
following weighted average rates:

2012 2011

 % % 

Discount Rate 4 .00 4.00

Inflation 2 .00 2.00

Rate of future compensation increases 3 .75 3.75 
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12 . OTHeR INCOMe

Other income consists of the following:

2012 2011

 $ $ 

Licence and permit fees

Annual licence fees and licence application fees 1,073 1,091

Occasional permit fees 602 640

Monetary penalty 21 98 

 1,696 1,829 

Merchandising program fees

Impact fees 708 695

AIR MILES® 205 13

Advertising revenue - other 276 217 

 1,189 925 

Administration and other

Service charges and mark-up on non sale items 441 268

Border point fees 177 158

Specialty wine store fees 28 26

Foreign exchange — 137

Miscellaneous 217 344 

 863 933 

Other income 3,748 3,687 

13 . GeNeRAL ANd AdMINISTRATIVe eXPeNSeS

General and administrative expenses consist of the following:

2012 2011

 $ $ 

Salaries and short-term benefits 39,252 36,074

Pension [net of return on asset 
of $801, 2011 - $5,762] 7,193 2,572

Retirement allowance 1,020 552

Leased premises - rentals 7,662 7,209

Amortization 4,058 3,849

Maintenance and repairs 3,332 3,401

Bank charges 2,547 2,402

Delivery charges 2,010 1,845

Utilities 1,417 1,316

Protective services 948 816

Printing, postage and supplies 814 804

Community support 769 717

Health and Post Secondary 
Education Tax levy 767 714

Alcohol education 758 837

Grants in lieu of taxes 691 701

Advertising and promotions 637 614
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2012 2011

 $ $ 

Staff training 575 584

Professional fees 524 499

Travel 377 316

Miscellaneous 342 312

Communications 269 227

vehicle expenses 259 203

Corporation capital tax 141 111

Association membership 132 114

Crown Corporations Council levy 117 100

Equipment rentals 112 580

Product analysis 69 73

Insurance 66 68

Bad debt expense 6 77 

 76,864 67,687 

14. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT 

[a] Fair value

 The MLCC applies the market approach for recurring fair value measurements. Three levels of inputs may be used to 
measure fair value.

 Level 1 - Unadjusted, quoted prices in active markets for identical assets or liabilities. An active market for the asset or 
liability is a market in which transactions for the asset or liability occur with sufficient frequency and volume to provide 
pricing information on an ongoing basis.

 Level 2 - Observable inputs other than level 1 prices, such as quoted prices for similar assets or liabilities; quoted prices 
in markets that are not active; or other inputs that are observable or can be corroborated by observable market data for 
substantially the full term of the assets or liabilities.

 Level 3 - Unobservable inputs that are supported by little or no market activity and that are significant to the fair value of 
the assets or liabilities.

 The fair value of MLCC’s cash and cash equivalents and cash and cash equivalents [restricted], is determined using level 1  
inputs and is equivalent to its carrying value.

 As at March 31, 2012 and 2011, and April 1, 2010, the carrying values of the MLCC’s financial assets and liabilities including 
accounts receivable, accounts payable – trade and other, Goods and Services Tax payable, Manitoba Retail Sales Tax 
payable, profit payable to the Province of Manitoba and Environmental Protection Tax payable approximate their value. 
These short-term financial instruments approximate the fair value due to the relatively short period to maturity.

[b] Risk management policies

 The MLCC manages risk and risk exposure through a combination of a system of internal and disclosure controls, effective 
cash management strategies and sound business practices. The MLCC is exposed to credit, currency and liquidity risks. 
The MLCC’s management oversees the management of these risks in accordance with policies approved by the Board 
of Commissioners. The Board of Commissioners reviews and agrees on policies for managing each of these risks.

[c] Credit risk

 Credit risk is the risk that a customer will fail to perform an obligation or fail to pay amounts due, causing a financial loss. 
MLCC’s maximum exposure to credit risk is the carrying value of accounts receivable. Accounts receivable are all due 
within 30 days at year-end and were fully collected subsequent to year-end. Therefore no allowance for uncollectible 
accounts was accrued by management. Trade receivables are non-interest bearing and generally have 30-day terms. 
Accounts receivable are written off when management determines that they cannot be collected or they have been 
outstanding for greater than 120 days.

nOTES TO FInAnCIAL STATEMEnTS 
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[d] Currency risk

 The MLCC is exposed to currency risk through inventory purchase transactions that require settlement in foreign  
currencies. Exposure to fluctuations in exchange rates is mitigated by the policy of adjusting purchase or selling 
prices  to maintain the profit margin approved by the Board of Commissioners. Purchases denominated in foreign currencies 
during the year ended March 31, 2012 were $8,134. Accordingly, a 10% increase or decrease in the exchange rate 
between Canadian and U.S. dollars would result in a total increase or decrease of $474 assuming the inventory 
purchased had been sold by the end of the year.

[e] Liquidity risk

 Liquidity risk is the risk that the MLCC will encounter difficulties in meeting its financial liability obligations. The MLCC 
manages its liquidity risk through effective cash management. Liquidity risk is mitigated by collection terms on  
accounts receivable being set at less than or equal to the payment terms of accounts payable. All trade payables  
are due within 30 days of year-end. Trade payables are non-interest bearing and generally have 30-day terms.

[f] Capital disclosures

 As an agency of the Government of Manitoba, the MLCC does not maintain capital balances. Rather, in managing capital, 
the MLCC focuses on cash available for operations. The MLCC’s objectives are to have sufficient cash available for 
operations, to provide flexibility to take  advantage of opportunities that will advance its purposes and to meet its 
obligation to transfer its net profit to the Province of Manitoba annually. The need for liquid resources is considered 
in the preparation of an annual budget and in the monitoring of cash flows and actual operating results compared  
to budget. The MLCC has met its objective of having sufficient liquid resources to meet its current obligations.

15 . COMMITMeNTS ANd CONTINGeNCIeS

The MLCC leases 49 buildings. Leases have expiry dates ranging from 2013 to 2029.

The future minimum annual lease payments for each of the next five years and thereafter are as follows:

    $ 

2013 5,559

2014 5,308

2015 5,074

2016 4,656

2017 4,136

Thereafter    25,514 

    50,247 

16 . ReLATed PARTy dISCLOSUReS

The MLCC is an agency of the Government of Manitoba under The Liquor Control Act [the “Act”]. The Act requires 
the MLCC to transfer the net profit for the year annually to the Province. The net profit payable to the Province on 
the balance sheet represents the balance of unpaid profits as of the year-end reporting date. 

Key management includes the roles of Chief Executive Officer/President and Senior Executive Management.  
The compensation paid or payable to key management of the MLCC is as follows:

2012 2011

   $ $ 

Short-term employee benefits 806 683

Post-employment pension and medical benefits 115 102

Termination benefits   8 7 

Total compensation paid to key management personnel 929 792 
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(in thousands of Canadian dollars)

 
Page 2530



MANITOBA LIQUOR CONTROL COMMISSION AnnuAl RepoRt 2012  |  39

17. FIRST-TIME ADOPTION OF IFRS

For all periods up to and including the year ended March 31, 2011, the MLCC prepared its financial statements in accordance 
with Canadian GAAP. These financial statements, for the year ended March 31, 2012, are the first annual financial statements 
that the MLCC has prepared in accordance with IFRS with the 2011 comparatives restated accordingly.

Accordingly, the MLCC has prepared financial statements which comply with IFRS applicable for periods beginning on or 
after April 1, 2010 as described in the significant accounting policies in note 3. In preparing these financial statements, the 
MLCC’s opening balance sheet was prepared as at April 1, 2010, the MLCC’s Transition Date to IFRS. This note explains the 
principal adjustments made by the MLCC in restating its Canadian GAAP balance sheet as at April 1, 2010 and its previously 
reported Canadian GAAP financial statements for the year ended March 31, 2011.

IFRS 1 – First-time Adoption of International Financial Reporting Standards allows first-time adopters certain exemptions 
from the retrospective application of certain standards. IFRS has been applied retrospectively, except for certain optional 
and mandatory exemptions from full retrospective application, as provided for by IFRS 1 as detailed below:

•	 The	MLCC	has	elected	to	disclose	the	following	amounts	prospectively	from	the	Transition	Date:	the	present	value	 
of the defined benefit pension obligation, the fair value of plan assets, the plan surplus/deficit and the experience 
adjustments arising on the plan assets or liabilities.

•	 MLCC	has	applied	the	transitional	provision	in	IFRIC	4	-	Determining	Whether	an	Arrangement	Contains	a	Lease	 
and has assessed all arrangements as at the transition date.

Reconciliations

At the date of transition, MLCC’s estimates under IFRS are consistent with estimates previously made under Canadian 
GAAP. Hindsight has not been used to create or revise these estimates.

The analysis below shows the following reconciliations required under IFRS 1.

•	 A	reconciliation	of	the	balance	sheet	as	at	April	1,	2010,	the	Transition	Date,	from	Canadian	GAAP,	as	previously	 
reported, to IFRS.

•	 A	reconciliation	of	the	net	profit	payable	to	the	Province	of	Manitoba	as	reported	under	Canadian	GAAP	as	at	March	31,	
2011 and April 1, 2010 to the revised profit payable to the Province of Manitoba under IFRS as reported in these financial 
statements.

•	 A	reconciliation	of	net	profit	paid	or	payable	to	the	Province	of	Manitoba	under	Canadian	GAAP	to	net	profit	and	 
comprehensive income under IFRS for the year ended March 31, 2011.

As the MLCC is required to pay all net profits annually to the Province of Manitoba, any adjustments to net profit as a result 
of the adoption of IFRS will increase or decrease profit payable to the Province of Manitoba on the balance sheet.

Reconciliation of balance sheet as at April 1, 2010 is as follows:

Canadian  
GAAP1

IAS 16 Property 
and equipment

IAS 19 
Employee 

benefits
IAS 17  

Leases IFRS

 $ $ $ $ $ 

ASSeTS

Current

Cash and cash equivalents 9,190 — — — 9,190

Accounts receivable 20,726 — — — 20,726

Inventory 35,690 — — — 35,690

Prepaid expenses 1,256 — — — 1,256 

Total current assets 66,862 — — — 66,862

Cash [restricted] 46,360 — — — 46,360

Property and equipment, net 26,356 766 — — 27,122

Intangible assets 2,984 4,314 — — 7,298 

 142,562 5,080 — — 147,642 

1 As previously reported.
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LIABILITIeS

Current

Accounts payable - trade 
and other 34,759 — — 1,223 35,982

Goods and Services 
Tax payable 1,096 — — — 1,096

Manitoba Retail Sales 
Tax payable 1,471 — — — 1,471

net profit payable to the 
Province of Manitoba 47,777 5,080 (11,646) (1,223) 39,988

Environmental Protection 
Tax payable 141 — — — 141

Deferred licence fees 327 — — — 327 

Total current liabilities 85,571 5,080 (11,646) — 79,005

Provision for employee 
pension benefits 53,318 — 11,646 — 64,964

Provision for retirement 
allowance 3,673 — — — 3,673 

 142,562 5,080 — — 147,642 

1 As previously reported.

The following represents the reconciliations from Canadian GAAP to IFRS for the respective periods noted for profit payable 
to the Province of Manitoba and net profit and comprehensive income for the year:

Reconciliation of profit payable to the Province of Manitoba is as follows:

As at March 31, 2011 As at April 1, 2010

 $ $ 

Profit payable to the Province of Manitoba 
under Canadian GAAP 47,696 47,777

Differences increasing (decreasing) reported 
profit payable to the Province of Manitoba:

[a] Property and equipment 5,080 5,080

[b] Leases (1,223) (1,223)

[c] Employee benefits (12,024) (11,646)

Profit payable to the Province of Manitoba 
under IFRS 39,529 39,988 

Reconciliation of net profit and comprehensive income is as follows:

Year ended March 31, 2011

   $ 

net profit paid or payable to the Province 
of Manitoba under Canadian GAAP 250,496

Differences increasing (decreasing) reported 
net profit and comprehensive income:

Employee benefits   (378)

Net profit and comprehensive income 
under IFRS   250,118 

nOTES TO FInAnCIAL STATEMEnTS 
(in thousands of Canadian dollars)

 
Page 2532



MANITOBA LIQUOR CONTROL COMMISSION AnnuAl RepoRt 2012  |  41

ExPLANATION OF RECONCILING ITEMS BETWEEN CANADIAN GAAP AND IFRS

[a] Property and equipment

 Under IFRS, each component of an item of property and equipment with a cost that is significant in relation to the 
total cost of the item shall be amortized separately. This is known as the component approach. Compound assets, 
such as a building, consist of significant parts, and each significant part is amortized separately. Further, under IAS 
16, the residual value and the useful life of an asset shall be reviewed on an annual basis and, if expectations differ 
from the previous estimate, the change is accounted for as a change in accounting estimate.

 The MLCC finalized its assessment of the component approach under IFRS and determined that a building’s 
foundation, which typically consists of a combination of concrete and steel, is a separate component from the rest 
of the building. Accordingly, the MLCC’s buildings have been retrospectively assigned a life of 40 years for the 
structure component and 15 to 40 years for other building components.

 Under IFRS, an entity is required to reassess its property and equipment useful-life estimates at the end of each 
fiscal year. Under Canadian GAAP, the timing of this review is less specific. In accordance with IAS 16, the MLCC 
reviewed the capital asset useful lives of its various components as at April 1, 2010 and March 31, 2011.

[b] Leases

 Under IFRS, all leases were classified as operating leases under which minimum rent, including scheduled escalations 
were expensed on a straight-line basis over the term of the lease, including any rent-free periods. Under IFRS, 
minimum lease payments are allocated between the land and building elements of a lease in proportion to their 
relative fair values of the leasehold interests in the land and building. Under Canadian GAAP, scheduled rent 
escalations were expensed in the year of the escalation and minimum lease payments were not required to be 
separated between land and building.

[c] Employee benefits

 Under IFRS, all economic assumptions should be based on current market conditions. This is particularly relevant 
to the discount rate. The MLCC revised previous discount rate assumptions and recalculated the resulting employee 
benefit liability and expense amounts. Accordingly, the March 31, 2011 discount rate was revised from 6.0% to 5.0% 
and the April 1, 2010 discount rate was revised from 6.5% to 5.5%. In addition, the April 1, 2010 and March 31, 2011 
inflation rates were revised from 2.0% to 2.5%.

[d] Presentation of financial statements

 Canadian GAAP requires certain profit or loss categories to be disclosed separately on the statement of net profit 
and comprehensive income. Under IFRS, a company has a choice of adopting the nature-of-expense method or 
the function-of-expense method in presenting its analyses of expenses, whichever provides information that is 
reliable and most relevant.

 The MLCC has elected the function-of-expense method which classifies expenses according to their function.  
Accordingly, amortization, which was previously disclosed separately under Canadian GAAP, has now been  
allocated to general and administrative expenses.

18. SUBSEQUENT EVENTS

On April 17, 2012, the Province announced that The Liquor Control Commission [“MLCC”] and Manitoba Lotteries 
Corporation would be merged into a single entity and the regulatory oversight for liquor control, currently managed by 
MLCC would be merged with the Manitoba Gaming Control Commission.  Each Crown Corporation operates under a 
separate Act and will continue to function as a separate legal entity until they are combined under common legislation, 
which is anticipated to occur in 2013.
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Management’s Responsibility for Financial Information

The consolidated financial statements of the WCB were prepared by management, which is responsible for the integrity 
and fairness of the data presented, including significant accounting judgments and estimates. This responsibility 
includes selecting appropriate accounting principles consistent with international financial reporting standards. 
Financial information contained elsewhere in this annual report conforms to these financial statements.

Management believes the system of internal controls, review procedures and established policies provide reasonable 
assurance that relevant and reliable financial information is produced and that assets are properly safeguarded. 
Management also believes that the WCB’s operations are conducted in conformity with the law and with a high 
standard of business conduct. The internal auditor performs periodic audits designed to test the adequacy and 
consistency of the WCB’s internal controls.

The Board of Directors is responsible for overseeing management in the performance of its financial reporting 
responsibilities and approved the financial statements and other financial information included in this annual report on 
March 16, 2012.

The Audit Committee assists the Board of Directors in its responsibilities. This Committee reviews and recommends 
approval of the consolidated financial statements and annual report. Internal and external auditors and actuaries have 
unlimited access to the Audit Committee. The Committee reviews the financial statements and the other contents of the 
annual report with management and the external auditors, and reports to the Board of Directors prior to their approval 
for publication. 

The Chief Actuary of the WCB completed an actuarial valuation of the benefit liabilities included in the financial 
statements of the WCB and reported thereon in accordance with accepted actuarial practices. The firm of Eckler Ltd. has 
been appointed as a peer reviewer to the WCB. The Chief Actuary’s opinion on the valuation of the benefit liabilities is 
provided on page 31. Eckler Ltd.’s actuarial review is provided on page 32.

Grant Thornton LLP, independent auditors appointed as a sub-agent to the Provincial Auditor General, has performed 
an independent audit of the consolidated financial statements of the WCB in accordance with Canadian generally 
accepted auditing standards. Their Auditors’ Report, on page 33, outlines the scope of this independent audit and 
includes their opinion expressed on the 2011 consolidated financial statements.

Winston Maharaj Lorena B. Trann, CMA, FCMA
President and CEO Chief Financial Officer

March 16, 2012
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Independent Auditors’ Report

To the Workers Compensation Board of Manitoba

We have audited the accompanying consolidated financial statements of the Workers Compensation Board of Manitoba, 
which comprise the consolidated statements of financial position as at December 31, 2011, December 31, 2010, and 
January 1, 2010, and the consolidated statements of operations and comprehensive income, consolidated statements 
of changes in funded position and consolidated statements of cash flows for the years 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 consolidated financial statements in accordance 
with International Financial Reporting Standards, 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 consolidated financial statements based on our audits. We 
conducted our audits 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 
consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated 
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks 
of material misstatement of the consolidated 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 
consolidated 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 consolidated financial statements.

We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide a basis for our 
audit opinion.

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the consolidated financial position 
of the Workers Compensation Board of Manitoba as at December 31, 2011, December 31, 2010, and January 1, 2010, and its 
financial performance and its cash flows for the years ended December 31, 2011, and December 31, 2010 in accordance with 
International Financial Reporting Standards. 

Grant Thornton LLP
Chartered Accountants
Winnipeg, Manitoba

March 16, 2012
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Consolidated Statement of Financial Position

(in thousands of dollars) 

 Note December 31, December 31, January 1,
  2011 2010 2010

Assets    
Cash  3 $ 11,937 $ 8,491 $ 401
Receivables and other 4  33,508  34,460  32,689
Investment portfolio  5  1,074,151  1,055,412  972,601
Deferred assessments 7  73,756  60,988  66,648
Property, plant and equipment  8  16,732  11,665  11,563
Intangible assets 9  3,680  4,269  4,185
    
  $ 1,213,764 $ 1,175,285 $ 1,088,087
    
    
Liabilities and funded position    
Payables and accruals 10 $ 10,643 $ 15,159 $ 15,331
Workers’ retirement annuity fund  11  18,367  17,346  15,168
Employee benefits  12  41,027  25,061  15,527
Benefit liabilities  13  930,182  909,531  913,006
    

Total liabilities   1,000,219  967,097  959,032
    
Accident fund reserve   247,004  226,727  138,575
Accumulated other comprehensive loss   (33,459)  (18,539)  (9,520)
    

Funded position   213,545  208,188  129,055
    
  $ 1,213,764 $ 1,175,285 $ 1,088,087

Authorized for issue on March 16, 2012 on behalf of the Board of Directors,

Michael D. Werier Wendy Sol
Chairperson, Board of Directors Audit Committee of the Board of Directors

The accompanying notes are an integral part of the consolidated financial statements.
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Consolidated Statement of Operations and
Comprehensive Income

Year Ended December 31 
(in thousands of dollars) 

  Note 2011 2010

Revenue      
Premium revenue 15 $ 267,043 $ 249,032
Investment income 5  14,518  83,833

Total revenue   281,561  332,865

Expenses 
Claim costs incurred 13  195,235  182,135
Operating expenses 16  66,049  62,578

Total expenses   261,284  244,713

Operating surplus    20,277  88,152

Other comprehensive loss

Defined benefit plan remeasurements 12  (14,920)  (9,019)

Total comprehensive income  $ 5,357 $ 79,133

The accompanying notes are an integral part of the consolidated financial statements.

 
Page 2537



W o r k e r s  C o m p e n s a t i o n  B o a r d  o f  m a n i t o B a36
2 0 1 1  a n n u a l  r e p o r t

Consolidated Statement of Changes in Funded Position

Year Ended December 31 
(in thousands of dollars) 

  Note 2011 2010

Funded position

Accident fund reserve   
   
Balance at beginning of year (as restated)  $ 226,727 $ 138,575
Operating surplus   20,277  88,152

   247,004  226,727
   
Accumulated other comprehensive loss   
   
Balance at beginning of year (as restated)   $ (18,539) $ (9,520)
Other comprehensive loss    (14,920)  (9,019)
   
   (33,459)  (18,539)
   
Funded position, end of year  $ 213,545 $ 208,188

The accompanying notes are an integral part of the consolidated financial statements. 
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Consolidated Statement of Cash Flows

Year Ended December 31 
(in thousands of dollars) 

  Note 2011 2010

Operating cash flows

Premiums from employers  $ 255,227 $ 253,045
Investment income   33,542  33,847
Claim payments 13  (174,584)  (185,610)
Purchases of goods and services   (70,787)  (62,414)
     

Net operating cash flows    43,398  38,868

Investing cash flows

Purchases of investments, net of sales 5  (33,187)  (28,496)
Asset acquisitions, net of disposals    (6,765)  (2,282)

Net investing cash flows   (39,952)  (30,778)

Net increase in cash   3,446  8,090

Cash at beginning of year   8,491  401

Cash at end of year  $ 11,937 $ 8,491

The accompanying notes are an integral part of the consolidated financial statements.
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Notes to Consolidated Financial Statements

Year Ended December 31, 2011
($ amounts in thousands of dollars unless otherwise noted)

1. NATURE OF OPERATIONS

Reporting Entity
The WCB is a statutory corporation created by the Manitoba Legislature. The WCB is a government agency of the 
Province of Manitoba that operates at arm’s-length from government. 

The Workers Compensation Board of Manitoba (the WCB) was created in 1917 under the authority of The Workers 
Compensation Act (the Act) of Manitoba. In accordance with the provisions of the Act, the WCB is responsible for: 

•	 prevention	of	workplace	injuries	and	occupational	diseases	in	conjunction	with	the	Manitoba	Government’s	 
 Workplace Safety and Health Division
•	 administering	payments	to	injured	workers	and	suppliers	of	services	to	injured	workers
•	 levying	and	collecting	premiums	from	established	classes	of	employers	in	amounts	sufficient	to	cover	the	current	 
 and future costs of existing claims
•	 investing	funds	set	aside	for	the	future	costs	of	claims	as	well	as	surplus	funds.	

An independent Workers Compensation Appeal Commission operates under the Act to make final rulings on any appeals 
pertaining to the WCB’s assessment or benefits decisions.

The WCB’s vision is SAFE Work – A Way of Life. The organization’s mission is to promote safe and healthy workplaces, 
promote recovery and return to work, provide compassionate and supportive compensation services for workers and 
employers, and ensure responsible financial stewardship. The WCB compensates for lost wages, provides support and 
arranges for rehabilitative help, and has a responsibility to injured workers, their families and their employers to help 
injured workers return to health and meaningful work in a timely and safe manner.

The WCB has its corporate head office in Winnipeg, Manitoba.
 
Funding Policy
The workers compensation system is funded through premiums collected from employers. The WCB does not receive 
government funding or assistance. Available funds are invested and are used to protect the WCB and its ratepayers from 
general business risks and catastrophic events in areas such as investment returns or extraordinary claim costs. To that 
end, an accident fund reserve attributable to Class E employers exists. 

The target balance for the accident fund reserve is based on a formula modified from the Minimum Contributing 
Capital and Surplus Requirements rules set out by the Office of the Superintendent of Financial Institutions, Canada. 
The calculation moves in tandem with changes in the size of the WCB’s assets and liabilities, thereby calculating a 
reserve target that reduces risk to the organization. The target balance also includes a provision for the potential of  
new occupational diseases in the future. The target balance for the reserves was $314.0 million at the end of 2011 
($305.6 million in 2010).
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The WCB’s Funding Policy is intended to ensure that fiduciary responsibilities are carried out in accordance with the 
Act and that annual influences do not unduly distort the funding process. The WCB is committed to operating on a fully 
funded basis to a level funding standard. Full funding requires that current employers pay for the current and future 
cost of existing compensable injuries and their administration, rather than future generations of employers paying for 
those injuries. Under level funding, the cost of claims with lengthy latency periods is funded in a level manner over the 
workers’ periods of exposure to the elements that led to the injuries or diseases.

2. SIGNIFICANT ACCOUNTING POLICIES

Basis of Preparation
The consolidated financial statements of the WCB are prepared in accordance with International Financial Reporting 
Standards (IFRS) and interpretations issued by the International Financial Reporting Interpretations Committee 
(IFRIC) in effect as at December 31, 2011, which have been adopted by the Accounting Standards Board of Canada 
(AcSB) as Canadian generally accepted accounting principles for public interest entities. The principal accounting 
policies applied in the preparation of these consolidated financial statements are set out below. These policies have been 
consistently applied, except where departure from IFRS is explicitly permitted under the transitional provisions for the 
first time application of IFRS.

Basis of Measurement
The consolidated financial statements of the WCB have been prepared on a historic cost basis except for investment 
properties and those financial assets and financial liabilities that have been measured at fair value. The WCB’s 
functional currency is the Canadian dollar, which is the currency of the primary economic environment in which 
the WCB operates, which is also the presentation currency of the consolidated financial statements. All financial 
information presented in Canadian dollars has been rounded to the nearest thousand, unless otherwise stated.

Basis of Consolidation
These consolidated financial statements include the accounts of the WCB and its wholly owned real estate investment 
subsidiary. Intercompany balances and transactions are eliminated on consolidation.

Use of Estimates and Measurement Uncertainty
These financial statements have been prepared in accordance with IFRS, which requires the WCB to make estimates 
and assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent assets 
and liabilities at the date of the financial statements, and the reported amounts of revenue and expenses during the 
reporting periods. As a result, some of the reported amounts are subject to measurement uncertainty. Measurement 
uncertainty exists when there is a variance between the recognized amount and another reasonable amount. 
Assumptions and estimates are reviewed on an ongoing basis, and any related revisions are recorded in the period in 
which they are adjusted. Consequently, actual results could differ from these estimates by significant amounts. 

Changes in Accounting Policies
First Time Adoption of International Financial Reporting Standards
These consolidated financial statements of the WCB have been prepared for the first time in accordance with IFRS for the 
year ended December 31, 2011. The comparative consolidated financial statements for the year ended December 31, 2010 
have been restated on an IFRS basis. The date of transition to IFRS was January 1, 2010.
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IFRS 1 First Time Adoption of IFRS requires retrospective application of IFRS in preparing the entity’s opening statement 
of financial position however first time adopters are allowed certain optional exemptions from the general application 
principle. WCB has applied the following elections:

•	 Fair	value	as	deemed	cost	-	The	WCB	has	elected	to	measure	land	at	fair	value	and	use	that	fair	value	as	deemed	cost	 
 at the date of transition to IFRS. An independent appraisal was used to determine the fair value. 
•	 Investment	properties	-	The	WCB	owns	real	estate	properties	through	its	wholly	owned	real	estate	investment	 
 subsidiary. These real estate properties have been designated as investment properties in accordance with IAS 40  
 Investment Properties. These properties were measured at fair value at the date of transition to IFRS. The WCB has  
 elected to use the fair value model of IAS 40 to account for these investment properties on a go forward basis. There  
 is no impact on the financial statements as these properties were measured at fair value under GAAP.
•	 Insurance	contracts	-	The	WCB	has	elected	to	disclose	only	five	years	of	claims	experience	data	in	its	claims	 
 development tables as permitted in the first financial year in which it adopts IFRS 4 Insurance Contracts. These  
 disclosures will be extended for each additional year in each succeeding year until the 10-year information  
 requirement has been satisfied. 
•	 Estimates - At the date of transition, estimates under IFRS are consistent with estimates previously made under GAAP.

Full details of the transition to IFRS follow in Note 21.

IFRS 9 Financial Instruments
In November 2009, the International Accounting Standards Board (IASB) issued Phase 1 of a three-part redrafting of 
IAS 39 Financial Instruments: Recognition and Measurement. IFRS 9 Financial Instruments (Phase 1) improves comparability 
and makes financial statements easier to understand by using a single approach to determine whether a financial 
asset is measured at amortized cost or fair value through profit or loss (FVTPL). The approach is based on how an 
entity manages its financial instruments (the business model test) and the contractual cash flow characteristics of the 
financial assets. The WCB has concluded that investment portfolio assets do not meet the business model test, and has 
classified portfolio investments as FVTPL under IFRS 9.

IFRS 9 is effective for fiscal years beginning on or after January 1, 2015 with early adoption permitted for 2009 through 2014. 
The WCB has elected to early adopt IFRS 9 (Phase 1) concurrent with the transition to IFRS effective January 1, 2010. This 
early adoption will result in the immediate recognition of fair value changes in income (deferred recognition through 
other comprehensive income is not permitted). There is no impact on the consolidated statement of financial position 
however the impact on the statement of operations and comprehensive income is significant. Details of the impact are 
included in Note 21. 

IAS 19 Employee Benefits
In June 2011, the International Accounting Standards Board (IASB) issued an amendment to IAS 19 Employee Benefits. 
IAS19 is effective for fiscal years beginning on or after January 1, 2013 with early adoption permitted for 2009 through 
2012. The WCB has elected to early adopt IAS 19 concurrent with the transition to IFRS effective January 1, 2010. This 
early adoption will result in the full recognition of the components of defined benefit plan expense in the operating 
surplus or other comprehensive income as required by the standard. Deferred recognition of actuarial gains and loss 
through use of the corridor approach is not permitted. Details of the impact are included in Note 21. 
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Future Accounting and Reporting Changes
The IASB is working towards continual improvement through the development of new accounting standards and the 
annual improvements process. The IASB will issue a number of exposure drafts of new or revised standards over the 
next several years. The WCB monitors the IASB work plans and publications to address any developments that may 
impact the organization.

The WCB is anticipating the release of several key exposure drafts from the IASB, including Phase 2 of IFRS 4 Insurance 
Contracts and IAS 17 Leases. At this time, the impact of these exposure drafts is not determinable. 

Certain other new standards and interpretations have been issued but are not expected to have a material impact on the 
WCB’s financial statements. 

Specific Accounting Policies
Cash 
Cash includes cash on hand and balances with banks, net of any outstanding cheques. Cash and short term investments 
held by investment managers and custodians for investment purposes are included in the investment portfolio. 

Receivables and other
Receivables are mainly assessed premiums due from employers, recorded at the estimated premium payable net of a 
provision for doubtful accounts. Sundry receivables consist of claim related overpayments, payroll related items and 
prepaid maintenance contracts.

Investment portfolio
The investment portfolio is managed according to the objectives and policies established by the Statement of Investment 
Policies and Objectives. The statement acknowledges that there is no single asset class that directly matches the 
obligations and objectives of the WCB, and that a portfolio diversified across a number of distinct asset classes represents 
the optimal means of meeting the WCB’s investment objectives. The investment portfolio is comprised of:

•	 Portfolio investments consisting of financial assets accounted for in accordance with IFRS 9 Financial Instruments, and
•	 Investment	properties	consisting	of	real	estate	assets	accounted	for	in	accordance	with	IAS	40	Investment Properties. 
  

Portfolio Investments
Classification
The WCB’s investments have been designated at fair value through profit or loss (FVTPL). As such, all investments 
are reported at fair value. Income from interest and dividends is recognized in the period earned, and changes in fair 
value are presented in the period in which they arise. 

Recognition and measurement
Investments are stated at fair value, which is the market value.

Publicly traded investments are stated at year end market prices as listed on the appropriate stock exchange, or as 
provided by the custodian from independent sources.

Pooled fund investments are valued at the most recent unit values supplied by the pooled fund administrator at year end.

Investments denominated in foreign currencies are translated into Canadian dollars at the exchange rates in effect at the 
statement of financial position date. Foreign currency exchange gains and losses are recorded in the period in which they arise.
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Investment properties
The WCB owns real estate investment properties through its wholly owned real estate investment subsidiary. These 
properties are held to earn rentals or for capital appreciation or both, and are intended to be long term assets. The 
WCB views the investment properties as an integral component of the diversified investment portfolio with the same 
value and purpose as all other investment holdings.

The fair value of real estate investments is determined annually by management based on a combination of the most 
recent independent appraisals of the rental properties and market data available at year end, net of any liabilities 
against the properties. A gain or loss arising from a change in the fair value of investment property is recognized in 
profit or loss for the period in which it arises. Income received from property managers as an income distribution is 
recorded as investment income, as it is presumed to be the residual of rental income net of operating expenses. It is 
recorded in the period received, or accrued in the period in which it is expected to be received.

Deferred assessments
Deferred assessments represent the WCB’s estimate of the present value of premiums which will be received in the 
future from self-insured employers to fund the future costs of existing claims that have arisen from their employees. As 
such, the fair value for deferred assessments is not readily determinable. The deferred assessments may be secured by 
irrevocable letters of credit or other suitable forms of guarantee.

Property, plant and equipment
Property, plant and equipment are valued at cost, less accumulated amortization and any accumulated impairment loss. 
Amortization is calculated on a straight line basis over the estimated useful life of the asset, as follows:

Building 40 years
Land not amortized
Building renovations and leasehold improvements 2 to 10 years
Computer equipment 3 to 5 years
Furniture, fixtures and equipment  5 years

An item of property, plant and equipment is derecognized upon disposal or when no further economic benefits are 
expected from its use. Any gain or loss arising on derecognition is included in operating expenses.

The carrying amounts of the WCB’s non-financial assets are reviewed at each reporting date to ensure that assets are 
not carried in excess of the recoverable amount.

Intangible assets
Acquired intangible assets, primarily computer software, are valued at cost less accumulated amortization. Amortization 
is calculated on a straight-line basis over the estimated useful life, and included in operating expenses.

Internally generated intangible assets, primarily software and systems development, including professional fees 
incurred to implement these assets, are valued at cost and amortized over their useful lives. Amortization is calculated 
on a straight-line basis over the estimated useful life, as follows:

Computer Software  3 years
Internally Generated Systems Development  10 years
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The carrying amounts of the WCB’s non-financial assets are reviewed at each reporting date to ensure that assets are 
not carried in excess of the recoverable amount.

Payables and accrued liabilities
Payables and accrued liabilities are obligations to pay for goods and services acquired in the normal course of 
operations. The WCB records a liability and an expense for goods upon receipt or transfer of control, and for services 
when they are performed. Other payables include various payroll related liabilities and deposits from self insured 
employers. The timing and amount of payables and accrued liabilities are readily determinable. These amounts are 
normally settled before the end of the next reporting period.

Workers’ retirement annuity fund
In accordance with Section 42(2) of The Workers Compensation Act, where wage loss benefits are paid to a worker after  
a qualifying period, the WCB is required to invest on a worker’s behalf an amount equal to a percentage between  
five per cent and seven per cent, to provide an annuity for the worker at retirement. In addition, the worker may 
contribute an amount of not more than the amount contributed by the WCB. This annuity fund is part of the WCB 
investment portfolio and is intended to establish or replace lost pension entitlement resulting from a work-related 
injury or illness.
 
Employee Benefits
The WCB has several employee benefit plans:

Short-term benefits
Short-term employee benefits are measured on an undiscounted basis and are expensed when the services are 
rendered. These benefits include wages, salary, vacation entitlements and group health plans.

Other benefit plans
The WCB sick leave plan is a multifaceted benefit plan. Sick leave credits are earned and payable in the form of 
sick leave in the current year. Unused sick leave credits are accumulated and carried forward to future periods, and 
are available to be taken as sick leave when the current year entitlement is exhausted. For employees that meet 
established criteria upon termination or retirement, the sick leave plan represents a post employment benefit plan 
that provides for payment of sick leave credits. For accounting purposes, it is treated as a defined benefit plan and 
the liability is valued on the basis of discount rates and other estimates that are consistent with the estimates used 
for defined benefit obligations. For this unfunded plan, where the WCB funds the obligation directly from its own 
resources, employee contributions are not required.
 
Pensions 
The pension plan, comprised of the WCB Retirement Plan and the Supplementary Employee Retirement Plan, is funded 
by employee and employer contributions. The WCB Retirement Plan is a defined benefit pension plan that provides 
indexed pensions (two-thirds of the Consumer Price Index for Canada) based on years of service and the best five 
consecutive years average earnings in the last 12 years of employment. The Supplementary Employee Retirement Plan 
provides that the employees of the WCB whose pension benefits exceed the maximum pension benefit permitted under 
the federal Income Tax Act will receive pension benefits based on their total pensionable earnings.
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The WCB measures its accrued benefit obligations and the fair value of plan assets for accounting purposes as at 
December 31 of each year, using actuarial assumptions that are unbiased and mutually compatible. The assumptions 
represent management’s best estimates of the variables that will determine the ultimate cost of post-employment 
benefits. Actuarial assumptions are comprised of demographic assumptions on matters such as mortality and 
employee turnover, and financial assumptions on matters such as salary and benefit levels, interest rates and return 
on investments. Given the long term nature of the plan and the use of these assumptions, the resulting estimates are 
subject to significant uncertainty.

The Projected Unit Credit Method is used to calculate the defined benefit obligations and current service costs. This 
method reflects service rendered by employees to the date of valuation and incorporates actuarial assumptions 
regarding discount rates used to determine the present value of benefits, projected rates of salary growth and long-
term expected rate of return on plan assets.

Discount rates are based on the market yields of high-quality corporate bonds.

In accordance with IAS 19, the net interest approach is used to disaggregate the costs of the pension plan. The change 
in the net defined benefit liability is disaggregated into the following components:

•	 Service	cost,	or	the	additional	liability	that	arises	from	employees	providing	service	during	the	period.
•	 Net	interest	or	the	interest	expense	on	the	net	defined	benefit	liability	calculated	using	the	discount	rate.
•	 Remeasurements,	which	are	other	changes	in	the	value	of	the	defined	benefit	obligation	such	as	changes	in	 
 estimates and other changes in the value of plan assets.

Service cost and net interest are recognized in operating surplus whereas remeasurements are recognized in other 
comprehensive income.

When past service costs arise they are recognized immediately.

Benefit Liabilities
Under the provisions of the Act, the WCB has a legislated obligation to accept insurance risk from employers in 
exchange for premiums paid for WCB coverage.

The WCB’s Chief Actuary prepares a valuation of the benefit liabilities of the WCB at each year end. This valuation 
is conducted in accordance with accepted actuarial practice in Canada, and is subject to peer review by the WCB’s 
consulting external actuary. The benefit liabilities represent the actuarial present value of all future benefit payments 
expected to be made for claims or injuries which occurred in the current fiscal year or in any prior year. The benefit 
liabilities include provision for all benefits provided by current legislation, policies and/or administrative practices in 
respect of existing claims, plus provisions for the future expenses of administering the existing claims. Differences 
arising from actual claims experience and assumptions used for the previous valuation, as well as the impacts of 
changes in legislation, policy, administrative practice or actuarial methods and assumptions, are recognized in the 
period that they occur.

The benefit liabilities also include an estimated liability for certain long latent occupational diseases. Due to the nature 
of the estimated liability for long latent occupational diseases and the extent of related historical claims information 
available, this liability is more uncertain by its nature than other benefit liabilities. As information is accumulated and 
analyzed, adjustments may be necessary to improve precision.
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Fair Value of Other Financial Assets and Liabilities
Other financial assets and liabilities consist of cash, accounts receivable and accounts payable. The carrying value of 
these items approximates their fair value, consistent with the short term nature of these items. 

Accumulated Other Comprehensive Income
Accumulated other comprehensive income (AOCI) is a subsection of the funded position. It is comprised of cumulative 
remeasurements arising from changes in the value of defined benefit obligations that in accordance with IFRS are 
recognized in other comprehensive income but excluded from the operating surplus.

Premium Revenue 
The operations of the WCB are categorized, in accordance with the Act, into Class E (general employers pool) and several 
classes of self-insured employers.

General Employers Pool
Employers registered within Class E are subject to collective liability and premium revenue is estimated by applying 
applicable industry assessment rates to the employers’ reported assessable payrolls for the current year. Any difference 
between the estimated premium revenue and the actual premium revenue is credited or charged to income in the year 
the determination is made.

Premium revenue is fully earned and recognized over the period that coverage is provided. Premium revenue reported 
in the period is recorded net of uncollectable account write-offs, interest and penalties on overdue amounts and 
adjustments of premiums for prior periods. 

Self-Insured Employers
Self-insured employers – principally government bodies and railways and their subsidiaries – are subject to individual 
responsibility for costs attributable to claims arising from their employees, as well as administration expenses 
incurred on behalf of self-insured employers. As such, premium revenue from self-insured employers is recognized as 
these costs are incurred. Current costs are collected as billed while future costs are recorded as a deferred receivable. 

The Government of Canada and its agencies are self-insured based on the Government Employees Compensations Act. 
Under this Act, the administration of this program is delegated to the WCB which acts as agent of the Government of 
Canada for the payment of compensation to federal employees in this province.

Foreign Currency Translation
Transactions in foreign currency are converted to Canadian dollars at the exchange rate in effect at the time of the 
transaction. Assets and liabilities denominated in foreign currencies are translated into Canadian dollars at the 
exchange rates in effect at the balance sheet date. 
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3. CASH AND LINES OF CREDIT

Cash reported in the consolidated statement of financial position is comprised of:

  2011  2010
   
Cash in transit and in banks $ 15,442 $ 12,249
Cheques issued and outstanding  (3,505)  (3,758)

 $ 11,937 $ 8,491

In addition, the WCB has established an operating line of credit with its principal banker in the amount of $3.0 million. 
Advances on the line of credit bear interest at the bank’s prime interest rate. The WCB has also established a revolving 
credit facility with the Province of Manitoba in the amount of $40.0 million. Advances on the revolving credit facility 
bear interest at the Province’s preferred lending rate. Both credit facilities are unsecured. 

Borrowings during the year were comprised of:

  2011  2010
   
Operating line of credit $ - $ 10,788
Revolving credit facility  292  20,000
Repayments during the year  (292)  (30,788)

Owing as at December 31 $ 0 $ 0

The maximum outstanding at any time during the year was $0.3 million ($8.8 million in 2010).

4. RECEIVABLES AND OTHER

Receivables and other reported in the consolidated statement of financial position is comprised of:

  2011  2010
   
Premiums – Class E employers $ 29,644 $ 29,627
Provision for doubtful accounts  (1,141)  (768)
  28,503  28,859

Current assessments – Self-insured employers  3,231  3,699
Sundry  1,774  1,902

 $ 33,508 $ 34,460

 
Page 2548



47
2 0 1 1  a n n u a l  r e p o r t

5. INVESTMENT PORTFOLIO

The investment portfolio reported in the comprehensive statement of financial position is comprised of:

  2011  2010
   
Portfolio investments $ 992,009 $ 976,599
Investment properties  82,142  78,813
 
 $ 1,074,151 $ 1,055,412

Fair Value of the Investment Portfolio

  2011  2010
   
Equities

Canadian $ 153,028 $ 170,437
Private placements  10,522  23,456
U.S.  159,472  149,704
Europe, Australasia & Far East  77,222  81,851
Emerging markets  26,805  31,870

  427,049  457,318
Real estate (see table below)

Portfolio investments  57,282  65,722
Investment properties  82,142  78,813

  139,424  144,535

Cash and short term investments  32,829  27,326
Fixed income  474,849  426,233

Total $ 1,074,151 $ 1,055,412

Real Estate Portfolio
The real estate portfolio can be further broken down as follows:

  2011  2010
   
Rental properties and other net assets $ 176,297 $ 176,382
Mortgages payable on investment properties   (36,873)  (31,847)

Real estate investments $ 139,424 $ 144,535
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The following table represents key facts related to mortgages payable on rental properties:
  

Interest rates From 3.5% to 5.71%
Interest terms  Variable and fixed
Maturity dates From 2013 to 2033 

For 2012, scheduled principal and interest payments on these mortgages total $3.1 million. The scheduled amounts of 
principal repayments in each of the next five years are as follows:

 2012 2013 2014 2015 2016 Thereafter Total
 $1,277 $3,108 $16,158 $4,869 $477 $10,984 $36,873

Investment Income  
Investment income was derived from the following sources: 

  2011  2010
   
Canadian equities $ 3,844 $ 4,593
Foreign equities  5,327  5,539
Cash and short term investments  240  204
Fixed income  21,764  16,960
Real estate (see table below)  6,227  16,890
Market gains (losses):   

Realized  12,431  18,020
Unrealized  (30,739)  25,975

Investment Income  19,094  88,181
Less:  
Loan interest expense  -  6
Management expenses  4,576  4,342
Portfolio expenses  4,576  4,348
  
Net investment income $ 14,518 $ 83,833

Real Estate Income
The real estate income can be further broken down as follows:

  2011  2010
   
Rental income, net of expenses $ 6,052 $ 6,452
Appraisal gains  175  8,038
Realized gains from property sales  -  2,400
 
 $ 6,227 $ 16,890
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Purchases of Investments, Net of Sales
Purchases of investments, net of sales can be further broken down as follows:

  2011  2010
   
Purchases of investments $ 717,645 $ 1,373,022
Proceeds on disposal of investments  (684,458)  (1,344,526)

Net purchases of investments $ 33,187 $ 28,496

Purchases and sales activities occur primarily within the fixed income portfolio and short term investments.

Fair Value of Investments
For financial instruments measured at fair value in the statement of operations and accident fund reserve, disclosure 
on the fair value hierarchy is required. 

The three levels of the fair value hierarchy are:

Level 1 – Unadjusted prices quoted in active markets for identical assets

Level 2 – Inputs other than quoted prices that are observable for the asset either directly or indirectly 

Level 3 – Inputs that are not based on observable market data.
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The following table illustrates the classification of the WCB’s financial assets within the fair value hierarchy as at 
December 31:

 2011

 Level 1 Level 2 Level 3 Total
Equities    

Canadian $ 153,028 $ - $ - $ 153,028
Private placements   620  -  9,902  10,522
U.S.   159,472  -  -  159,472
Europe, Australasia & Far East  77,222  -  -  77,222
Emerging markets  26,805  -  -  26,805

  417,147  -  9,902  427,049 
Cash and short term investments  32,829  -  -  32,829
Fixed income  368,198  106,651  -  474,849
Real estate   -  139,424  -  139,424

 $ 818,174 $ 246,075 $ 9,902 $ 1,074,151

 2010

 Level 1 Level 2 Level 3 Total
Equities    

Canadian $ 170,437 $ - $ - $ 170,437
Private placements   -  -  23,456  23,456
U.S.   149,704  -  -  149,704
Europe, Australasia & Far East  81,851  -  -  81,851
Emerging markets  31,870  -  -  31,870

  433,862  -  23,456  457,318
Cash and short term investments  27,326  -  -  27,326
Fixed income  321,663  104,570  -  426,233
Real estate   -  144,535  -  144,535

 $ 782,851 $ 249,105 $ 23,456 $ 1,055,412
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The following table reconciles the changes in the WCB’s level three fair value measurements to December 31:
    
  2011  2010
   
Balance at January 1 $ 23,456 $ 28,107
Market gains (losses):    

Realized  (64)  679
Unrealized  (11,898)  (2,415)

Purchases   215  48
Sales  (1,807)  (2,963)
Transfers in (out)  -  -

Balance at December 31 $ 9,902 $ 23,456

Commitments
The WCB has contractual agreements to contribute further funding to a maximum of $4.3 million ($1.8 million in 
2010) to specific investment projects to be financed from the existing portfolio or from available cash.

6. INVESTMENT RISK MANAGEMENT

In accordance with the Statement of Investment Policy and Objectives, the investment objective of the WCB is to 
generate a consistent, positive, real rate of return on invested assets. Recognizing the need to achieve a balance 
between risk and return, investment risk is managed through a portfolio that is diversified across a number of distinct 
asset classes, as well as geographic region and investment style.

The following sections describe the nature and extent of financial risk exposure and the related risk mitigation strategies.

Market Risk
The WCB invests in publicly and privately traded equities and fixed income instruments available on domestic and 
foreign exchanges. As these securities are affected by market changes and fluctuations, the WCB is exposed to market 
risk as a result of price changes due to economic fluctuations in capital markets.

The following table presents the effect of a material change in the key risk variable – the sector benchmark – for each of 
the equity mandates in the WCB investment portfolio: 

 2011 2010 
 5 year annualized 5 year annualized 
Equities +/- 1 standard deviation +/- 2 standard deviation +/- 1 standard deviation +/- 2 standard deviation

% change in benchmark 19.8% 39.6% 19.3% 38.6%
Canadian  $30.3 million $60.6 million  $33.6 million $67.2 million
% change in benchmark 11.9% 23.8% 12.4% 24.8%
U.S. $19.0 million $38.0 million $20.1 million $40.2 million
% change in benchmark 16.2% 32.4% 17.6% 35.2%
Europe, Australasia and Far East $12.5 million $25.0 million $14.4 million $28.8 million
% change in benchmark 21.4% 42.8% 22.9% 45.8%
Emerging markets $5.7 million $11.5 million $7.3 million $14.6 million
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Credit Risk Management
Credit exposure on fixed income securities arises from the possibility that the issuer of an instrument fails to meet its 
obligation to make interest payments and repay principal. To mitigate the risk of credit default, the minimum quality 
standard for individual bonds and debentures at time of purchase is BBB, as rated by an established bond rating 
service. To further mitigate this risk, bonds with a BBB rating are limited to a maximum of 15 per cent of the bond 
portfolio. The balance of the portfolio should be invested in bonds with a minimum rating of A or higher.

Of the fixed income assets in the investment portfolio, 90 per cent (93 per cent in 2010) have at least an A credit rating. 
The WCB does not anticipate that any borrowers will fail to meet their obligations.

Securities Lending
The WCB may lend, for fee income, any of its securities to third parties, provided the loans are secured by cash 
or readily marketable securities having a market value of at least 105 per cent of the market amount of the asset 
borrowed. As at December 31, 2011, these loans amounted to $96.0 million ($91.8 million in 2010).

Foreign Exchange Risk Management
The WCB has certain investments denominated in foreign currencies, which exposes the WCB to foreign currency 
risk. During 2011, the WCB did not undertake hedging strategies for the currency risk of foreign investments. While 
currency fluctuations influenced short term returns, these fluctuations are not expected to affect the long term position 
of the investment portfolio.

WCB has exposure to the U.S. dollar, with USD-denominated holdings of $274.3 million CAD ($275.6 million CAD in 
2010) or 25.5 per cent of the portfolio (26.1 per cent in 2010).

The table below presents the effects of a material change in the Canadian/U.S. dollar exchange rates:

 CAD/USD
  2011  2010
   
10% appreciation in the Canadian dollar $ (24.9 million) $ (25.1 million)
 

Interest Rate Risk Management
The WCB is exposed to interest rate risk to the extent that the fair value or future cash flows of a financial instrument 
fluctuate due to changes in market interest rates. These fluctuations are managed by actively controlling the duration 
of the fixed income portfolio. As at December 31, 2011, the duration of the WCB’s bond portfolio was 8.2 years  
(7.8 years in 2010).

The following table shows the effects of a negative 50 and 100 basis point (where one basis point equals 1/100 of  
one per cent and 50 basis points equals 0.5 per cent) change in interest rates on the bond portfolio: 

 2011 2010
   
+/- basis point change 50 basis points 100 basis points 50 basis points 100 basis points
Bonds $15.3 million $30.6 million $12.7 million $25.4 million
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Liquidity Risk Management
Liquidity risk is the risk that the WCB will be unable to meet its financial obligations. To manage this risk, and avoid 
liquidation of portfolio assets under unfavourable conditions, the WCB maintains two credit facilities as discussed in 
note 3.

7. DEFERRED ASSESSMENTS

The changes in deferred assessments were as follows:

  2011  2010
Balance at beginning of year $ 60,988 $ 66,648
  
Increase (decrease) in future cost liability  13,603  (2,987)
Decrease in pension related transactions   (564)  (1,336)
Interest allocation  (271)  (1,337)
  
Net change in deferred assessments  12,768  (5,660)
  
Balance at end of year $ 73,756 $ 60,988
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8. PROPERTY, PLANT AND EQUIPMENT

The changes in property, plant and equipment were as follows:

 Building Building Computer Furniture, Total
 and land renovations Equipment fixtures and
  and leaseholds  equipment

Cost
As at December 31, 2010 $ 9,739 $ 4,658 $ 6,937 $ 2,347 $ 23,681
Additions   5,323  31  605  83  6,042
Disposals   -  -  (2,411)  -  (2,411)
As at December 31, 2011   15,062  4,689  5,131  2,430  27,312
     
Amortization
As at December 31, 2010   (699)  (3,305)  (5,871)  (2,141)  (12,016)
Amortization charge   (72)  (190)  (622)  (91)  (975)
Disposals   -  -  2,411  -  2,411
As at December 31, 2011   (771)  (3,495)  (4,082)  (2,232)  (10,580)

Net carrying value, 
As at December 31, 2011  $ 14,291 $ 1,194 $ 1,049 $ 198 $ 16,732

 Building Building Computer Furniture, Total
 and land renovations Equipment fixtures and
  and leaseholds  equipment

Cost
As at December 31, 2009 $ 9,392 $ 4,479 $ 6,397 $ 2,317 $ 22,585
Additions  347  179  540  30  1,096
Disposals  -  -  -  -  -
As at December 31, 2010  9,739  4,658  6,937  2,347  23,681
     
Amortization
As at December 31, 2009  (628)  (3,124)  (5,213)  (2,057)  (11,022)
Amortization charge  (71)  (181)  (658)  (84)  (994)
Disposals  -  -  -  -  -
As at December 31, 2010  (699)  (3,305)  (5,871)  (2,141)  (12,016)

Net carrying value, 
As at December 31, 2010 $ 9,040 $ 1,353 $ 1,066 $ 206 $ 11,665
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9. INTANGIBLE ASSETS

The changes in intangible assets were as follows:

   Computer Internally Total
   Software developed 
    systems
    and software

Cost
As at December 31, 2010 $ 3,765 $ 13,162 $ 16,927
Additions  98  624  722
Disposals  (449)  (247)  (696)
As at December 31, 2011  3,414  13,539  16,953
   
Amortization
As at December 31, 2010  (3,375)  (9,283)  (12,658)
Amortization charge  (275)  (1,036)  (1,311)
Disposals  449  247  696
As at December 31, 2011  (3,201)  (10,072)  (13,273)

Net carrying value, 
As at December 31, 2011 $ 213 $ 3,467 $ 3,680

   Computer Internally Total
   Software developed 
    systems
    and software

Cost
As at December 31, 2009 $ 3,664 $ 12,076 $ 15,740
Additions  101  1,086  1,187
Disposals  -  -  -
As at December 31, 2010  3,765  13,162  16,927
   
Amortization
As at December 31, 2009  (3,048)  (8,507)  (11,555)
Amortization charge  (327)  (776)  (1,103)
Disposals  -  -  -
As at December 31, 2010  (3,375)  (9,283)  (12,658)

Net carrying value, 
As at December 31, 2010 $ 390 $ 3,879 $ 4,269
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10. PAYABLES AND ACCRUALS

Payables and accruals are comprised of:

  2011  2010
   
Accounts payable and accrued liabilities $ 2,376 $ 6,775
Research and Workplace Innovation Program  2,463  1,757
Deposits from self-insured employers  4,834  5,759
Other payables  970  868
  
 $ 10,643 $ 15,159

11. WORKERS’ RETIREMENT ANNUITY FUND

The changes in the workers retirement annuity fund were as follows:

  2011  2010
   
Balance, as at January 1 $ 17,346 $ 15,168
Investment income  241  1,309
WCB contributions  1,549  1,435
Workers’ contributions  405  384
Benefits paid  (1,174)  (950)

Balance, as at December 31 $ 18,367 $ 17,346

12. EMPLOYEE BENEFITS

Components of the employee benefits liability are:    

  2011  2010
   
Employee pension plan $ 30,672 $ 15,628
Sick leave plan  6,735  6,089
Employee vacation entitlements  3,414  3,074
Other  206  270

As at December 31  $ 41,027 $ 25,061

The WCB measures its accrued benefit obligations and the fair value of plan assets for accounting purposes as at 
December 31 of each year. The most recent actuarial valuation of the Retirement Plan for funding purposes, which was 
filed with the pension regulators, was as at December 31, 2010. This funding valuation showed a funding deficit of  
$6.7 million, which the WCB is funding over fifteen years in accordance with pension regulations. The solvency deficit 
as at December 31, 2010 was $12.8 million. The WCB is not required to fund this deficiency as the WCB is exempt from 
the solvency and transfer deficiency provisions of the Pension Benefits Act.
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Total cash payments for employee future benefits for 2011, consisting of cash contributed by the WCB to the funded 
pension plan and cash payments directly to beneficiaries for unfunded plans, were $4.0 million ($3.2 million in 2010). 
Based on historical experience and expected salary expense, the WCB expects to fund $4.2 million in 2012.

The key actuarial assumptions used to value the employee benefit liabilities for accounting purposes are as follows:

 Pension Plan Sick Leave Plan

 2011 2010 2011 2010

Discount rate 5.25% 5.75% 5.25% 5.75%
Rate of compensation increase 3.75% 3.75% 3.75% 3.75%

The rates shown in the 2011 column were effective as of December 31, 2011. The rates were applied in determining the 
benefit plan balances at December 31, 2011. The rates shown in the 2010 column were effective at December 31, 2010 
and were applied in determining the 2011 benefit plan expense. 

The actuarial present value of the defined benefit obligation is sensitive to changes in actuarial assumptions, the most 
significant assumption being the discount rate. The following table illustrates the sensitivity of the defined benefit 
obligations to a one per cent change in the discount rate:

 2011  2010

 + 1.0% -1.0% +1.0% -1.0%
Pension plan ($24,534) $24,534 ($16,872) $16,872
Sick leave plan ($590) $699 ($566) $658 
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The WCB’s defined benefit plan expenses are as follows:

 Pension Plan Sick Leave Plan

 2011 2010 2011 2010

Current service cost $ 3,486 $ 2,882 $ 306 $ 286
Net interest expense  726  255  342  358
Remeasurements   14,606  8,928  314  92

Total benefit plan expenses $ 18,818 $ 12,065 $ 962 $ 736

As at December 31, the funding status of the defined benefit plans is as follows:

 Pension Plan Sick Leave Plan

 2011 2010 2011 2010

Fair value of plan assets $ 108,200 $ 102,461 $ - $ -
Defined benefit obligation  (138,872)  (118,089)  (6,735)  (6,089)

Net defined benefit liability $ (30,672) $ (15,628) $ (6,735) $ (6,089)

Details of the WCB’s net defined benefit liability are as follows:

 Pension Plan Sick Leave Plan

 2011 2010 2011 2010
As at January 1 $ (15,628) $ (6,456) $ (6,089) $ (5,666)
    
Benefit cost recognized in income  (4,212)  (3,137)  (648)  (644)
Remeasurements recognized     

in other comprehensive income  (14,606)  (8,928)  (314)  (91)
Employer contributions  3,774  2,893  316  312
    

Net change in net defined benefit 
liability  (15,044)  (9,172)  (646)  (423)

Net defined benefit liability, 
as at December 31  $ (30,672) $ (15,628) $ (6,735) $ (6,089)
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Details of the WCB’s defined benefit obligations are as follows:

 Pension Plan Sick Leave Plan

 2011 2010 2011 2010
As at January 1 $ (118,089) $ (96,794) $ (6,089) $ (5,666)
     
Current service cost  (5,705)  (5,084)  (306)  (286)
Interest expense  (6,705)  (6,206)  (342)  (358)
Transfers to the plan  (88)  (172)  -  -
Remeasurements consisting of:     

Actuarial losses   (11,340)  (12,653)  (314)  (91)
Benefits paid   3,055  2,820  316  312
Net change in defined benefit

obligation  (20,783)  (21,295)  (646)  (423)
Defined benefit obligation, 

as at December 31  $ (138,872) $ (118,089) $ (6,735) $ (6,089)

Details of the WCB’s defined benefit plan assets are as follows:    

  Pension Plan

 2011  2010
As at January 1 $ 102,461 $ 90,338

Interest income   5,979  5,951
Employer contributions   3,774  2,893
Employee contributions  2,219  2,202
Transfers to the plan  88  172
Remeasurements consisting of:

Actuarial (losses) gains   (3,266)  3,725
Benefits paid  (3,055)  (2,820)
Net change in plan assets  5,739  12,123

Plan assets, as at December 31  $ 108,200 $ 102,461
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The fair value of the pension plan assets as at December 31 is:

 2011  2010

Equity  
Canadian $ 31,270 $ 37,296
Foreign (including U.S.)  27,375  30,841

  58,645  68,137
Fixed income   42,414  33,402
Cash and short term  7,141  922

 $ 108,200 $ 102,461

Related Party Transactions - Pension Plan
By definition, the WCB pension plan is a related party to the WCB. Transactions between the related parties are  
detailed below: 

 2011  2010

Transactions:   
Contributions from employees $ 2,219 $ 2,202 
Contributions from employer  3,774  2,893 

   
There were no amounts outstanding as at December 31, 2011 or December 31, 2010.    

13. BENEFIT LIABILITIES

Benefit liabilities are determined in accordance with standards established by the Canadian Institute of Actuaries. The 
actuarial present value of future benefit payments reflects management’s long term estimates of economic and actuarial 
assumptions and methods, which are based upon past experience and modified for current trends. As these assumptions 
may change over time to reflect underlying conditions, it is possible that such changes could cause a material change in 
the actuarial present value of the future payments. The fair value for benefit liabilities is not readily determinable.

The key actuarial assumptions used to value the benefit liabilities as at December 31 are as follows:

 2011  2010

Discount rate for non-indexed benefits  6.0%  6.0%
Discount rate for CPI-indexed benefits  3.0%  3.0%
Discount rate for wage-indexed benefits  2.0%  2.0%
Discount rate for healthcare benefits  (0.5%)  (0.5%)
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An analysis of the components of and changes in benefit liabilities is as follows:

 2011 2010

 Short Term Long Term Survivor Healthcare Rehabilitation Total Total
 Disability Disability Benefits Benefits Services

Balance at 
beginning 
of year  $ 123,735 $ 387,873 $ 152,966 $ 221,629 $ 23,328 $ 909,531 $ 913,006

Add: Claim 
costs incurred

Current year  92,091  17,066  3,131  50,003  5,353  167,644  167,291
Prior years  (32,194)  32,091  (2,844)  34,209  (3,671)  27,591  14,844

  59,897  49,157  287  84,212  1,682  195,235  182,135

Less: Claim 
payments made
 
Current year  27,814  547  587  15,508  47  44,503  48,015 
Prior years  29,758  50,407  13,560  34,293  2,063  130,081  137,595

  57,572  50,954  14,147  49,801  2,110  174,584  185,610

Balance at 
end of year $ 126,060 $ 386,076 $ 139,106 $ 256,040 $ 22,900 $ 930,182 $ 909,531

The liability for short term disability claims is an estimate of future wage loss payments for claims that have yet to medically 
plateau or stabilize. The long term disability liability includes estimated future wage loss payments for those claims that 
have medically plateaued and stabilized, estimated future pension payments, and estimated future cost of claims relating 
to certain long latent occupational diseases. The liability for survivor benefits is composed of estimated future pension 
payments and other services provided to survivors of those who have lost their lives as a result of workplace injuries or 
illnesses. Healthcare liabilities are the estimated future medical costs for existing claims. The liability for rehabilitation 
services is composed of the estimated cost of future rehabilitation services which are externally supplied to the WCB.

Included in the benefit liabilities balance is $44.4 million ($41.5 million in 2010) for the estimated long latent 
occupational disease liability. The Workers Compensation Act of Manitoba lists specific illnesses and injuries presumed to be 
caused by firefighting, unless the contrary is proven. In 2011, the Act was amended to add four cancers to the list and to 
extend the presumptions to certain personnel of the fire commissioner’s office. Consistent with actuarial standards, a 
liability has not been recorded with respect to the new cancers, except in the case of claims that were submitted to the 
WCB during 2011. In 2014, actuarial standards will require that this liability be recorded. Based on research information, 
this liability could be as high as $10 million. While long latent liabilities are in general difficult to estimate, at this point, 
the WCB does not have sufficient experience to reliably estimate the liability for these additional cancers.

Also included in the benefit liability is $71.3 million ($63.6 million in 2010) for the future cost of administering existing claims.
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Sensitivity of Actuarial Assumptions
The most significant assumption in the determination of the benefit liabilities is the discount rate. 

The following table shows the sensitivity of the benefit liabilities to an immediate one per cent increase or decrease in 
the key assumptions used to determine the liabilities:

Change in liability in millions

 2011  2010

+/- % change on assumed rates + 1% -1% +1% -1%
Discount rate ($61) $72 ($55) $64
Wage inflation rate 21 (18) 17 (16)
General inflation rate 16 (14) 18 (15)
Healthcare inflation rate 29 (24) 21 (18)

An increase in the discount rate results in a decrease to the benefit liabilities and vice versa.
 
An increase to any of the inflation rates results in an increase to the benefit liabilities. Each inflation rate affects 
only those benefits that are directly impacted by that type of inflation. For example, healthcare inflation only affects 
healthcare liabilities.

Liability Adequacy Test
IFRS 4 Insurance Contracts requires an insurer to apply a liability adequacy test that meets specified minimum 
requirements, as follows:

a. the test considers current estimates of all contractual cash flows, and of related cash flows such as claims 
 handling costs, as well as cash flows resulting from embedded options and guarantees; and
b. if the test shows that the liability is inadequate, the entire deficiency is recognised in profit or loss.

If these minimum requirements are met, there are no further requirements.

The current claim benefit liability valuation meets the liability adequacy testing requirements of IFRS 4. Accordingly, a 
separate annual liability adequacy test is not required. 
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Claims Development
The table below compares actual claim liabilities to previous estimates back to the earliest period for which there is 
material uncertainty about the estimate and timing of claim payments.

 Injury Year

Estimate of ultimate 2006 2007 2008 2009 2010 2011
claims & prior

End of injury year $ 1,458,654 $ 182,168 $ 203,916 $ 184,494 $ 181,728 $ 196,690
1 year later 1,516,628 191,645 187,514 165,260 171,672 -
2 years later 1,531,656 189,544 175,901 172,820 - -
3 years later 1,540,794 187,199 185,187 - - -
4 years later 1,591,397 190,159 - - - -
5 years later 1,672,185 - - - - -

 Injury Year

Cumulative claims 2006 2007 2008 2009 2010 2011
paid & prior

End of injury year $ 158,624 $ 46,859 $ 50,599 $ 48,096 $ 46,249 $ 47,401
1 year later 285,510 82,221 84,294 77,860 74,123 -
2 years later 383,157 96,974 96,378 87,285 - -
3 years later 467,653 106,870 104,554 - - -
4 years later 547,097 113,748 - - - -
5 years later 620,003 - - - - -

 Injury Year

 2006 2007 2008 2009 2010 2011 Total
 & prior

Cumulative estimate 
of ultimate claims $ 1,672,185 $ 190,159 $ 185,187 $ 172,820 $ 171,672 $ 196,690 $ 2,588,713

Less: Cumulative claims
paid 620,003 113,748 104,554 87,285 74,123 47,401 1,047,114

Current year unpaid and 
unreported claims 1,052,182 76,411 80,633 85,535 97,549 149,289 1,541,599

Effect of discounting      (714,989)

Administration cost 
within benefit liability      71,310

Future dated long 
latency liability      32,262

Benefit liabilities           $930,182
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14. BENEFIT LIABILITIES FOR SELF-INSURED EMPLOYERS

Note 13 contains a complete description of the components of the benefit liabilities for all employers. An analysis of the 
portion relating to self-insured employers is as follows:

 2011 2010

 Short Term Long Term Survivor Healthcare Rehabilitation Total Total
 Disability Disability Benefits Benefits Services

Balance at 
beginning 
of year  $ 14,587 $ 44,188 $ 26,598 $ 30,875 $ 1,998 $ 118,246 $ 122,345

Add: Claim 
costs incurred

Current year  9,459  4,009  816  7,007  508  21,799  18,752
Prior years  (1,159)  1,623  821  12,110  (368)  13,027  2,118

  8,300  5,632  1,637  19,117  140  34,826  20,870

Less: Claim
payments made

Current year  4,137  109  187  2,001  6  6,440  5,907
Prior years  4,238  4,368  3,158  6,083  188  18,035  19,062

  8,375  4,477  3,345  8,084  194  24,475  24,969

Balance at 
end of year $ 14,512 $ 45,343 $ 24,890 $ 41,908 $ 1,944 $ 128,597 $ 118,246

Included in premiums and claim costs for self-insured employers are payments in the amount of $4.0 million  
($3.6 million in 2010) made by self-insured employers directly to injured workers on the WCB’s behalf. These amounts 
are reported to the WCB for inclusion in these financial statements.

Included in the benefit liabilities balance is $14.2 million ($12.1 million in 2010) for self-insured employers’ share of 
the long latent occupational disease liability and $9.3 million ($8.1 million in 2010) for the future cost of administering 
existing claims.
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15. PREMIUM REVENUE

  2011  2010
   
Premiums – Class E employers $ 227,494 $ 227,592
Assessments – Self-insured employers  26,781  27,100
Increase (decrease) in deferred assessments (Note 7)   12,768  (5,660)

Total premium revenue $ 267,043 $ 249,032

16. OPERATING EXPENSES

  2011  2010
   
Salaries, employee benefits and training $ 44,347 $ 41,655
Information technology service fees  1,630  1,631
Occupancy costs  2,093  1,915
Office supplies, services and projects  934  889
Communications  1,250  1,091
Professional fees  1,161  1,161
Donations  98  82
Amortization of capital assets  2,287  2,096

  53,800  50,520

Appeal Commission   1,222  1,181
Research and Workplace Innovation Program grants  1,279  948
Recoveries from the Government of Canada   (1,319)  (1,003)
Prevention and other (Note 17)  11,067  10,932

Total operating expenses $ 66,049 $ 62,578

Of the total operating expenses, $5.5 million ($4.8 million in 2010) was allocated to self-insured employers based on 
the current year’s transaction volumes.

The WCB administers the Government Employees Compensation Act program for the Government of Canada. The operation 
of this program is reflected only to the extent of the recoveries of operating expenses. 

 
Page 2567



W o r k e r s  C o m p e n s a t i o n  B o a r d  o f  m a n i t o B a66
2 0 1 1  a n n u a l  r e p o r t

17. RELATED PARTY TRANSACTIONS

The WCB is a statutory corporation created by the Manitoba Legislature. The WCB is a government agency of the 
Province of Manitoba that operates at arm’s-length from government. As an agency of the Province of Manitoba, the 
WCB applies the exemption for government-related entities in IAS 24 Related Party Disclosures.

Pursuant to The Workplace Safety and Health Act of Manitoba, the Province may pay the expenses incurred in the 
administration of that Act out of the consolidated fund and may, subsequently, recover such portion as it may 
determine from the WCB under The Workers Compensation Act of Manitoba. For 2011, the amount charged to operations 
under this provision was $8.7 million ($8.7 million in 2010).

Also, under Section 84.(1) of The Workers Compensation Act of Manitoba, the Province may pay the costs incurred in 
respect of worker advisors and may recover them from the WCB. For 2011, the amount charged to operations under 
this provision was $0.7 million ($0.7 million in 2010).

In addition to the legislated obligations referred to above, included in these financial statements are amounts resulting 
from routine operating transactions conducted at prevailing market prices with various provincial government 
controlled ministries, agencies and Crown corporations with which the WCB may be considered related. This includes 
the provision of assistance, in the form of medical opinions and appeal services, for the Province of Manitoba relating 
to criminal injury claims. The provincial government is also a self-insured employer under The Workers Compensation Act 
of Manitoba. Account balances resulting from these transactions are included in these financial statements and are 
settled on normal trade terms.

Included in the WCB’s investment portfolio as at December 31, 2011 are guaranteed debentures issued by the Province 
of Manitoba in the amount of $1.1 million ($0.9 million in 2010).

Other Related Party Disclosures
In addition to the related government entities above, the key management personnel of the WCB (comprised of the 
WCB executive personnel and the Board of Directors) are deemed related parties. By definition, close family members 
of the key management personnel are also related parties of the WCB. Any transactions or business relationships are 
incidental, and carried out at normal trade terms.

The WCB has a pension plan for the benefit of WCB employees, which is a related party by definition of IAS 24 Related 
Party Disclosure. Detailed information on transactions with the pension plan can be found in Note 12.

Key Management Compensation 
The following table shows total compensation for the executive personnel of the WCB:

  2011  2010
   
Short-term employee benefits $ 1,277 $ 1,104
Post-employment benefits  194  155
 
 $ 1,471 $ 1,259

Short-term employee benefits include salary, vacation, car allowances, group health and dental benefits, group life 
insurance, and the employer’s share of contributions to the Canada Pension Plan and employment insurance. 
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The following table shows the total compensation for the Board of Directors of the WCB:

  2011  2010
   
Fees $ 113 $ 126
Benefits  1  2
 
 $ 114 $ 128

The Board of Directors is comprised of 10 members appointed by the Government of Manitoba. Members’ 
remuneration is set out in Order in Council passed by Lieutenant Governor in Council.

18. COMMITMENTS

The WCB has signed operating leases for office premises and office equipment expiring at various times until  
December 31, 2021. The minimum lease obligations over the next five years are:

 2012 2013 2014 2015 2016 Thereafter Total
 $873 $691 $424 $314 $66 $354 $2,722

The WCB began a capital project to repair the exterior cladding on its office building located at 333 Broadway in 2010. 
The project is scheduled to be completed in early 2013. The estimated cost of the project is $14.8 million, with  
$5.7 million of capital cost incurred as at December 31, 2011.

19. CONTINGENCIES 

The WCB is party to various claims and lawsuits related to the normal course of business that are currently being 
contested. In the opinion of management, the outcome of such claims and lawsuits are not determinable. However, 
based on the total amount of all such actions, WCB has concluded that their outcomes, either individually or in 
aggregate, will not have a material effect on the results of operations or financial position.

20. AUDITOR INDEPENDENCE

Grant Thornton LLP did not provide non-audit services to the WCB in 2011 or 2010.
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21. TRANSITION TO IFRS

As stated in Note 2, these consolidated financial statements are the first annual consolidated financial statements 
prepared in accordance IFRS.

The accounting policies in Note 2 have been applied in preparing the consolidated financial statements for the year 
ended December 31, 2011, the comparative information for the year ended December 31, 2010 and the opening 
statement of financial position as at January 1, 2010, the date of transition to IFRS.

The WCB has applied IFRS 1 First-time Adoption of International Financial Reporting Standards in preparing these first 
consolidated financial statements. The effects of how the transition from GAAP to IFRS has affected the WCB’s 
financial position, financial performance and cash flows are presented in the tables in this section. Further explanation 
is provided in the notes that accompany the tables.

Reconciliation of Financial Position
The financial position at the date of transition to IFRS can be reconciled to amounts previously reported under 
Canadian GAAP as follows:

 As at January 1, 2010

 Note GAAP Effect of IFRS
   transition
   to IFRS

Assets    
Cash  $ 401 $ - $ 401
Receivables and other b  36,292  (3,603)  32,689
Investment portfolio    972,601  -  972,601
Deferred assessments a  68,813  (2,165)  66,648
Property, plant and equipment  c  8,347  3,216  11,563
Intangible assets   4,185  -  4,185
  
  $ 1,090,639 $ (2,552) $ 1,088,087
   

Liabilities and funded position    
Payables and accruals a $ 15,076 $ 255 $ 15,331
Workers’ retirement annuity fund  a  14,579  589  15,168
Employee benefits  b  6,763  8,764  15,527
Benefit liabilities    913,006  -  913,006

Total liabilities   949,424  9,608  959,032
    
Accident fund reserve   101,919  36,656  138,575
Accumulated other comprehensive     

income   39,296  (48,816)  (9,520)
Funded position   141,215  (12,160)  129,055

  
  $ 1,090,639 $ (2,552) $ 1,088,087
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The financial position at December 31, 2010 can be reconciled to amounts previously reported under Canadian GAAP  
as follows:

 As at December 31, 2010

 Note GAAP Effect of IFRS
   transition
   to IFRS

Assets    
Cash  $ 8,491 $ - $ 8,491
Receivables and other b  37,886  (3,426)  34,460
Investment portfolio    1,055,412  -  1,055,412
Deferred assessments a,d  64,528  (3,540)  60,988
Property, plant and equipment  c  8,449  3,216  11,665
Intangible assets   4,269  -  4,269
  
  $ 1,179,035 $ (3,750) $ 1,175,285

Liabilities and funded position    
Payables and accrued liabilities a,d $ 14,810 $ 349 $ 15,159
Workers’ retirement annuity fund  e  16,340  1,006  17,346
Employee benefits  b  7,100  17,961  25,061
Benefit liabilities    909,531  -  909,531

Total liabilities   947,781  19,316  967,097
    
Accident fund reserve    165,983  60,744  226,727
Accumulated other comprehensive     

income   65,271  (83,810)  (18,539)
Funded position   231,254  (23,066)  208,188

  
  $ 1,179,035 $ (3,750) $ 1,175,285
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In addition, the total effect on the accident fund reserve is further reconciled as follows:

 Note January 1, December 31, 
  2010 2010

Accident fund reserve under GAAP  $ 101,919 $ 165,983
   
Fair value as deemed cost (land) c  3,216  3,216
Employee benefit plans b  (2,873)  (2,927)
Investments at fair value through    

profit and loss a,d  39,296  65,271
Allocation to other classes and funds a,d  (2,983)  (4,816)
   
Effect of transition to IFRS   36,656  60,744
   
Accident fund reserve under IFRS  $ 138,575 $ 226,727

The total effect on accumulated other comprehensive income is further reconciled as follows:

 Note January 1, December 31, 
  2010 2010

AOCI under GAAP  $ 39,296 $ 65,271
   
Employee benefit plans b,f   (9,520)   (18,539)
Investments at fair value through    

profit and loss a,d  (39,296)  (65,271)
   
Effect of transition to IFRS  $ (48,816) $ (83,810)
   
AOCI under IFRS  $ (9,520) $ (18,539)
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Reconciliation of Consolidated Statement of Operations and Comprehensive Income
The consolidated statement of operations and comprehensive income for the year ended December 31, 2010 can be 
reconciled to amounts previously reported under Canadian GAAP as follows:

 Year Ended December 31, 2010

 Note GAAP Effect of IFRS
   transition
   to IFRS

Revenue
Premium revenue d $ 250,356 $ (1,324) $ 249,032
Investment income d  57,858  25,975  83,833
       

Total revenue   308,214  24,651  332,865
      

Expenses
Claim costs incurred d  181,624  511  182,135
Operating expenses e  62,526  52  62,578
       

Total expenses   244,150  563  244,713

Operating surplus    64,064  24,088  88,152
      
Other comprehensive income       
       
Unrealized gains on available-for-sale 

financial assets d  43,995  (43,995)  -
       
Reclassification of realized gains to 

operating surplus d  (18,020)  18,020  -

Defined benefit plan remeasurements f  -  (9,019)  (9,019)

Other comprehensive income   25,975  (34,994)  (9,019)

Total comprehensive income  $ 90,039 $ (10,906) $ 79,133

Reconciliation of Cash Flows
There were no material adjustments to the consolidated statement of cash flows as a result of the conversion to IFRS.

Presentation Differences
Some assets and liabilities have been reclassified into another line item under IFRS at the date of transition. Employee 
vacation entitlements of $3.6 million have been reclassified from payables and accruals and included in employee benefits.

The workers’ retirement annuity fund of $14.6 million has been reclassified and presented separately from payables 
and accruals. The sick leave plan liability of $3.4 million has been reclassified from payables and accruals and included 
in employee benefits. 
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Notes to the Reconciliations
a. Accumulated other comprehensive income
Under Canadian GAAP, the entire balance of accumulated other comprehensive income (AOCI) as at January 1, 2010 
consisted of the cumulative unrealized gains on available-for-sale portfolio investments of $39.3 million. Upon 
adoption of IFRS, the portfolio investments have been reclassified as FVTPL and the opening balance of AOCI has been 
reclassified to the accident fund reserve. WCB policy is to allocate investment income to the self insured employers 
and other funds. Accordingly, the reclassification of AOCI is further allocated from the accident fund reserve to other 
accounts. The final impact is as follows:

Receivables and other (increase) $ 59
Deferred assessments (decrease) (2,165)
Accounts payable (increase) (255)
Workers’ retirement annuity fund (increase) (589)
Accident fund reserve (increase) (36,346)
AOCI (decrease) 39,296

Upon adoption of IFRS, $9.5 million of unrecorded net actuarial losses on the employee benefit plans have been 
recorded directly to AOCI. This is discussed in note b.

b. Employee benefit liabilities
At the date of transition to IFRS, the WCB elected to early adopt amended IAS 19 Employee Benefits.

Under Canadian GAAP, the corridor approach was used to record actuarial gains and losses on defined benefit plans. 
Under the corridor approach, cumulative net actuarial gains and losses that exceeded 10 per cent of plan assets or 
liabilities would be amortized over the expected average remaining service life of active employees. As a result of this 
practice, $9.5 million of net actuarial gains and losses were not recorded in the consolidated statement of financial 
position. Upon transition, these are recorded directly to AOCI.

An additional employee benefits liability of $1.3 million has been recorded as a result of the requirement to recognize 
the cumulative actuarial losses of the sick leave plan directly to AOCI. An additional $1.0 million related to previously 
unrecorded past service costs has been recorded directly to the accident fund reserve.

Employee pension plan cumulative net actuarial losses of $8.2 million have been recorded directly to AOCI and  
$1.9 million of past service costs have been recorded directly to the accident fund reserve. As a result the pension 
benefit asset of $3.6 million (included in receivables and other) is eliminated, and the employee benefits liability is 
increased by $6.5 million.

c. Property, plant and equipment
Land was measured at cost under previous GAAP. At the date of transition to IFRS, the WCB elected to measure land at fair 
value as deemed cost. The independently appraised fair value of land at the date of transition to IFRS was $6.5 million, 
an adjustment to carrying value of $3.2 million. This was recorded directly to the accident fund reserve.

d. Investment income
Under Canadian GAAP, net unrealized gains on available-for-sale financial assets were recorded in other comprehensive 
income (OCI). Under IFRS, investments are designated at FVTPL and all investment income is recorded in the operating 
surplus. As a result, OCI of $26.0 million, the net unrealized gains on available-for-sale financial assets that occurred 
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during 2010, has been reclassified to investment income. WCB policy is to allocate investment income to the self insured 
employers and other funds. Accordingly, the reclassification of OCI is further allocated to other accounts. The impact on 
the December 31, 2010 Consolidated Statement of Operations and Comprehensive Income is as follows:

Investment income (increase) $ 25,975
Premium revenue (decrease) (1,324)
Claim costs incurred (increase) 511
Unrealized gains on available for sale 

financial assets (decrease) (43,995)
Reclassification of realized gains to the  

Consolidated Statement of Operations  
and Comprehensive Income (increase) 18,020

Other comprehensive income (decrease) (25,975)

The impact on the December 31, 2010 Statement of Financial Position is as follows:

Deferred assessments (decrease) $ (1,375)
Payables and accruals (increase) (94)
Workers retirement annuity fund (increase) (417)
Accident fund reserve (increase) (24,140)
Accumulated other comprehensive income 

Income (decrease) 25,975

e. Operating expenses
Operating expenses have increased $54 thousand, a result of slight differences in the calculation of current service cost 
of employee benefit plans.

f. Defined benefit plan remeasurements
In accordance with IAS 19 Employee Benefits and as described in note b, defined benefit plan remeasurements of  
$9.0 million have been recorded in OCI for the year ended December 31, 2010. 
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