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Independent auditor’s report  

To the Board of Directors of CBDC Northumberland Inc. 
 

We have audited the accompanying financial statements of CBDC Northumberland Inc., which 

comprise the balance sheet as at March 31, 2011, and the statement of revenue and expense and 

surplus 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 generally accepted accounting principles, 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. 

Grant Thornton LLP 
135 Henry Street 
Miramichi, NB 
E1V 2N5 
 

T (506) 622-0637 
F (506) 622-5174 
www.GrantThornton.ca 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 

basis for our audit opinion. 

Basis for qualified opinion 

Loans receivable have been written down to the estimated net realizable value in accordance with 
criteria outlined by the Government of Canada as explained in Note 2.  Due to uncertainty of the 
loans and the related security we have not been able to determine if the loans are presented at net 
realizable value. 
 
Financial reporting for financial instruments – recognition and measurement has not been adopted. 
No election has been made by management on how to report the financial assets and liabilities of 
the company. 
 

Qualified opinion 

In our opinion, except for the effects of the matters described in the Basis for qualified opinion 

paragraph, the financial statements present fairly, in all material respects, the financial position of 

CBDC Northumberland Inc., as at March 31, 2011, and the results of its operations for the year 

then ended in accordance with Canadian generally accepted accounting principles.  

City of Miramichi, New Brunswick   
 
June 23, 2011  Chartered Accountants 
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CBDC Northumberland Inc. 

Statements of Revenue and Expenditure 

Operating Fund 
Year Ended March 31  2011  2011  2010 

    Budget  Actual  Actual 

 

Revenues 

 ACOA operating grant $ 226,400 $ 226,400 $ 226,400 

 Self Employment 

  Assistance grant  131,660  110,541  110,092 

 Interest income  -  9  187 

 Financial assistance  -  16,842  6,307 

 Y.E.D.I. Program  -   -  (18,332) 

 Entrepreneurship Program  -   -   - 

 Other revenues  1,400  1,255  6,613 

    359,460  355,047  331,267 

Expenditures 

 Advertising  14,400  9,282  17,964 

 Bank charges  1,380  2,784  1,399 

 Depreciation  -  5,582  6,511 

 Dues and fees  3,000  2,695  3,161 

 Employee training  2,000   -   - 

 Equipment rental  5,545  4,788  5,766 

 Insurance  4,505  4,538  4,203 

 Miscellaneous  9,192  8,129  8,517 

 Office supplies  5,600  5,854  5,955 

 Professional fees  17,500  13,034  12,567 

 Rent  33,180  33,409  33,701 

 Repairs and maintenance  12,696  12,524  12,460 

 Self-employment training  26,152  8,439  9,341 

 Telephone  14,280  15,245  15,776 

 Travel and board meetings  21,600  15,421  22,416 

 Utilities  3,840  4,056  4,564 

 Wages and benefits  277,831  272,970  273,786 

    452,701  418,750  438,087 

Excess revenues over expenditures 

 (expenditures over revenues) $ (93,241) $ (63,703) $ (106,820) 

 

 

See accompanying notes to the financial statements. 
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CBDC Northumberland Inc. 

Statements of Revenue and Expenditure 

Investment and SEED Funds  

    Investment Fund  SEED Fund 

Year Ended March 31  2011  2010  2011  2010 

 

Revenues 

 Interest income  $ 535,223 $ 498,589 $ 64,050 $ 58,563   

 Provision from ACOA 

  For loan losses  -  -   -  42,858 

    535,223  498,589  64,050  101,421 

 

Expenses 

 Bank charges  3,635  2,830  1,817  1,938 

 Interest (ACCBIF)  35,039  41,056  -  - 

 Repayment to ACOA  -  -  16,049   - 

 Loan loss provision (Note 7)  220,564  284,219  112,174   42,858 

    259,238  328,105  130,040  44,796 

 

Excess revenues over expenditures 

 (expenditures over revenues) $ 275,985 $ 170,484 $ (65,990) $ 56,625 

 

 

See accompanying notes to the financial statements. 
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CBDC Northumberland Inc. 

Statements of Surplus 
Year Ended March 31     

 

Operating Fund  2011  2010 

Surplus, beginning of year $ 12,398 $ 119,218 

 

Excess of expenditure over revenues  

 (expenditures over revenues) (Page 3)  (63,703)  (106,820)

  

Surplus (deficit), end of year $ (51,305)  $ 12,398 

  

 

Investment Fund  2011  2010 

Surplus, beginning of year $ 1,452,604 $ 1,282,120 

 

Excess of revenues over expenditures (Page 4)  275,985  170,484 

 

Surplus, end of year $ 1,728,589 $ 1,452,604 

  

 

SEED Fund  2011  2010 

Surplus, beginning of year  $ 230,929 $ 174,304 

 

Adjustment for loan losses  (663,968)  - 

 

Excess of revenues over expenditures 

 (expenditures over revenues) (Page 4)  (65,990)  56,625 

 

Surplus (deficit), end of year  $ (499,029) $ 230,929 

 

 

See accompanying notes to the financial statements. 
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CBDC Northumberland Inc. 

Balance Sheet             

  Operating  Investment  SEED  2011  2010 

March 31  Fund  Fund  Fund  Total  Total 

 

Assets 

Current 

 Cash and  

  term deposits $ (5,565) $ (148,437) $ 127,571 $ (26,431) $ 893,697 

 Receivables 

  Interest & fees  -  93,936  19,381  113,317  89,455 

  Government grant    27,802  -      -   27,802  27,683 

  Other  6,689  -  -  6,689  7,514 

  Inter-fund receivable -  100,000  11,247  111,247  11,247 

 Prepaid expenses  2,734  -   -  2,734  2,674 

      31,660  45,499  158,199  235,358  1,032,270 

 

ACOA receivable 

 Loan losses  -  -  -  -  663,968 

 

Loans (Note 3)  -  6,104,911  977,995  7,082,906  6,267,626  

 

Other investments (Note 4) -  37,500  -  37,500  37,500 

 

Capital assets (Note 5)  36,282  -  -  36,282  41,864 

   $ 67,942 $ 6,187,910 $ 1,136,194 $ 7,392,046 $ 8,043,228 

 

Liabilities 

Current 

 Payable and accrual $ 8,000 $ 2,861 $ 16,049 $ 26,910 $ 15,761 

 Inter-fund payable  111,247  -  -  111,247  11,247 

 Current portion of long  

  term debt (Note 10) -  448,739  -  448,739  445,044 

    119,247  451,600  16,049  586,896  472,052 

  

Long term debt (Note 10) -  1,840,420  -  1,840,420  2,088,770 

    119,247  2,292,020  16,049  2,427,316  2,560,822 

Equity 

Fund balances 

 Restricted (Note 6) 

  Capital contributions -  2,167,301  1,619,174  3,786,475  3,786,475 

  Surplus (deficit)  -  1,728,589  (499,029)  1,229,560  1,683,533 

 Unrestricted (Page 5)  (51,305)  -  -  (51,305)  12,398 

    (51,305)  3,895,890  1,120,145  4,964,730  5,482,406 

   $ 67,942 $ 6,187,910 $ 1,136,194 $ 7,392,046 $ 8,043,228 

 

Commitments (Note 13) 

See accompanying notes to the financial statements. 

On Behalf of the Board 

 

    Director                Director 
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CBDC Northumberland Inc. 

Statement of Cash Flows 
Year Ended March 31  2011  2010 

 

Cash derived from (applied to) 

 

 Operating 

  Combined excess of revenues  

   over expenditures  $ 146,292 $ 120,289 

  Depreciation  5,582  6,511 

  Loan loss provisions  332,738  327,077 

     484,612  453,877 

  Change in 

   Receivables  (20,306)  23,673 

   Provision from ACOA   -  (42,858) 

   Prepaid expenses  (60)  (303) 

   Payables and accruals  11,149  (2,678) 

     475,395  431,711 

  

 Investing 

  Investment in loans  (1,952,727)  (1,536,588) 

  Repayment of loans  801,859  1,159,968 

     (1,150,868)  (376,620) 

  

 Financing  

  Borrowings from ACCBIF  200,000  600,000 

  Repayment of ACCBIF  (444,655)  (436,186) 

          Restricted fund contribution   -  88,326 

     (244,655)  252,140  

 

Net increase (decrease) in cash  (920,128)  307,231 

 

Cash and term deposits 

 Beginning of year  893,697  586,466 

 

 End of year $ (26,431) $ 893,697 

 

 

See accompanying notes to the financial statements. 
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CBDC Northumberland Inc. 

Notes to the Financial Statements 
March 31, 2011 

 

1.  Nature of operations 

 

CBDC Northumberland Inc. is a community-based and community controlled corporation with a 

mandate to provide lending and other investment to small businesses in the Northumberland 

County of New Brunswick who have had difficulty obtaining financing from conventional sources. 

CBDC Northumberland Inc. is incorporated as a not-for-profit organization and as such is 

exempt from income tax by virtue of Paragraph 149(1)(1) of the Income Tax Act. 

 

 

2.  Summary of significant accounting policies 

 

Fund accounting 

CBDC Northumberland Inc. follows the restricted fund method of accounting for the Investment 

and SEED Funds. 

 

The Operating Fund accounts for the organization’s program delivery and administrative 

activities. This fund reports unrestricted resources and operating contributions.  Expenses of the 

Operating Fund are limited to those agreed upon in the contribution agreement between the 

Atlantic Canada Opportunities Agency (ACOA) and CBDC Northumberland Inc. 

 

The Investment and SEED Funds report all restricted resources of the Investment and SEED 

funds. The investment income resulting from investing activities is retained in both the 

Investment Fund and the SEED Fund. 

 

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.  Bank borrowings are considered to 
be financing activities. 

 

Capital assets 

Purchased capital assets are recorded at cost.  Depreciation is provided on a straight line basis 

at the rates indicated in Note 5.   

 

Revenue and expenditure recognition 

Revenue and expenditures are recognized on an accrual basis.  Accruals of interest income are 

not recorded on non-performing loans.  
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CBDC Northumberland Inc. 

Notes to the Financial Statements 
March 31, 2011 

 

2.  Summary of significant accounting policies (continued) 

 

Provision for loan losses 

Provision for loan losses in both the Investment and SEED portfolios is determined based on 

criteria outlined by the Government of Canada. 

 

 Category “A” Accounts 

Accounts which are entirely satisfactory as to credit risk and performance, i.e. proven or 

established earnings and management, and on which loan arrears, if any, would represent 

less than two months’ instalments of principal and interest,  It should be noted that all 

accounts are automatically classified as category “A” upon authorization. 

 

 Category “B” Accounts 

Accounts in which it is expected that, in spite of undesirable developments, the difficulties will 

be overcome and the loan will in time be recovered, in full without the need to call the loan.  

Principal and/or interest are no more than 6 months in arrears. 

 

Category “C” Accounts 

Accounts in which serious adverse developments have occurred, difficulties are unlikely to be 

overcome, or there is little or no chance of the loan being repaid from earnings and one or 

more of the following conditions apply: 

 

- operations have ceased and are unlikely to recommence under existing ownership; 

- voluntary liquidation of assets has started with a view to winding up the business; 

- other creditors, regardless of rank, may be expected to realize on their security; 

- a proposal either formal or informal to secured creditors has been made, or is under 

preparation; and 

- no principal payments have been made for a 6 month period. 

 

Category “D” Accounts 

No recovery is anticipated and application for “Request to Waive Repayment” and loan write-

off is in the process of being submitted or awaiting approval.  

 

100% allowance for doubtful debt should be in place for all category “C” and “D” loan accounts. 

 

Use of estimates 
In preparing the Company’s financial statements, management is required to make estimates 

and assumptions that affect the reported amount of assets and liabilities, the disclosure of 

contingent assets and liabilities at the date of the financial statements and reported amounts of 

revenue and expenses during the period.  Significant estimates are required in recording the 

provision for loan loss.  Actual results could differ from these estimates. 
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CBDC Northumberland Inc. 

Notes to the Financial Statements 
March 31, 2011 

 

2.  Summary of significant accounting policies (continued) 

 

Concentrations of credit risk 

Concentrations of credit risk exist if a number of borrowers are engaged in similar economic 

activities or are located in the same geographic region, and indicate the relative sensitivity of the 

CBDC’s performance to developments affecting a particular segment of borrowers or 

geographic region.  Geographic credit risk exists for the CBDC due to most of its activities being 

primarily provided in Northumberland County.   

 

The exposure to credit risk associated with the non-performance of these borrowers can be 

directly impacted by a decline in economic conditions which would impair CBDC client’s ability to 

satisfy their obligations to the CBDC. In order to reduce this economic risk, the CBDC has 

comprehensive credit procedures in place whereby analyses are performed to control the 

granting of credit to all borrowers.  

 

 

3.  Loans   2011    2010  

     Investment  SEED  Investment  SEED 

Loans  $ 6,553,010 $ 1,211,442 $ 5,527,088 $ 1,196,787 

Less provision for loan losses  (448,099)  (233,447)  (298,117)  (158,132) 

 

    $ 6,104,911 $ 977,995 $ 5,228,971 $  1,038,655 

 

The loans are at varying interest rates and terms of repayment.  Certain loans are in arrears and 
others are non active. 

 

Investment 

Included in the loans receivable at March 31, 2011 are delinquent loans totalling $1,552,221 
(2010 - $727,824) of which $448,099 (2010 - $298,117) has been allowed for.  Management 
believes the balance of these loans will be collectable.   

 

SEED 

Included in the loans receivable at March 31, 2011 are delinquent loans totalling $314,793 (2010 

- $176,694) of which $233,447 (2010 - $158,132) has been allowed for. Management believes 

the balance of these loans will be collectable.  

 

 

4.  Other investments 

The corporation has made an investment in the Atlantic Canada Community Business 

Investment Fund.  The investment is non interest bearing and has a duration of ten years.  

Having contributed to this fund, the corporation is now eligible to borrow from this fund to finance 

new investment loans in excess of its own cash resources. 
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CBDC Northumberland Inc. 

Notes to the Financial Statements 
March 31, 2011 

 

5.  Capital assets       2011  2010 

       Accumulated  Net  Net  

    Rate  Cost Depreciation  Book Value  Book Value 

 

Computer equipment 3 years  6,049  6,049   -   - 

Leasehold 

  Improvements 10 years  55,819  19,537  36,282  41,864 

Office equipment 5 years  7,484  7,484   -   - 

     $ 69,352 $ 33,070 $ 36,282 $ 41,864 

 

 

6.  Externally restricted funds 
 

Investment and SEED Funds 

The investment fund has externally imposed restrictions on net assets as well as the income 

earned from those net assets.   

     Investment  SEED 

Restricted for investing in business 

 Capital contributions from ACOA $ 2,167,301 $ 1,619,174 

 Adjustment for loan losses  -  (663,968) 

 Accumulated surpluses  1,728,589  164,939 

 End of the year $ 3,895,890 $ 1,120,145 

 

The net assets of the Investment and SEED Funds are restricted by the ACOA to use only for 

financial investment to business clients in the area served by CBDC Northumberland Inc.  All 

investment income earned by the organization from net assets of the Investment Fund and the 

SEED fund must be reinvested in the fund, unless authorized in writing by ACOA and cannot be 

used to cover administrative expenses of the organization.  

 

The requirement that all capital contributions from ACOA to CBDC Northumberland Inc. for the 

SEED program be repayable upon expiration of the program has been rescinded as of March 

31, 2011.  The calculations associated with this SEED capital repayment have been replaced.  

Under the current arrangement, SEED debt is to be taken into equity and the new repayment 

calculation is based on the SEED cash balance as at February 28, 2011, less the average 

quarterly loan disbursements over the past 12 quarters.  The estimated balance owing to ACOA 

at March 31, 2011 is $16,049. 
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CBDC Northumberland Inc. 

Notes to the Financial Statements 
March 31, 2011 

 

7.  Loan loss provision   2011    2010 

 

     Investment  Seed  Investment  Seed

  

Loans written off in current year $ 71,141 $ 38,734 $ 378,720 $ 44,787 

 

Amount of these loans included  

 in provision for loan losses  

 in prior year  (70,000)  (19,609)  (303,171)  (24,825) 

 

Loan losses not previously  

 allowed for  1,141  19,125  75,549  19,962 

 

Adjustment to bring provision for  

 loan losses to an estimated  

 amount required for current  

 year (including loan recoveries)  219,423  93,049  208,670  22,896 

 

    $ 220,564 $ 112,174 $ 284,219 $ 42,858 

 

 

8.  Economic dependence 
 

The corporation receives an annual operating contribution from ACOA. 

 

  

9.  Surplus - operating fund 

 

Certain expenditures from surplus are required to be approved, in advance, by ACOA. 

 

 

10. Long-term debt  2011  2010 

 

Atlantic Canada Community Business Investment  

term loan, interest at 1.5% per annum, maturing in  

2016. Payable in equal monthly instalments of 

$40,000 including interest.  Promissory note  

provided as security. $ 2,289,159 $ 2,533,814 

    

Less: current portion  448,739  445,044 

 

    $ 1,840,420 $ 2,088,770 

 

Principal repayments for the next five years are expected as follows: 2012 - $448,739, 2013 - 

$455,516, 2014 - $462,396, 2015 - $469,380, 2016 - $453,125. 
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CBDC Northumberland Inc. 

Notes to the Financial Statements 
March 31, 2011 

 

11. Bank indebtedness 

 

The Company has an authorized line of credit of $200,000 bearing interest at prime rate plus 

0.9%.  None was used at year end.  The line of credit is secured by a general security 

agreement over all assets of the Company, except real estate. 

 

The company has a second authorized line of credit of $25,000 bearing interest at prime rate 

plus 3%.  None was used at year end.  The line of credit is unsecured. 

 
  

12.   Financial instruments 

 

Fair value represents the amount at which a financial instrument could be exchanged in an 

arm’s length transaction between willing parties under no compulsion to act and is best 

evidenced by a quoted market price, if one exists. 

 

The fair value of the Company’s cash, term deposits, current receivables, current payables, 

accrued interest on loans and accrued liabilities is approximate to their carrying amounts 

because of their short term to maturity.    

 

The fair values of loans have not been calculated as it is not practicable within constraints of 

timeliness or cost to determine the amounts with sufficient reliability.  In determining fair market 

value of the loan portfolio, one must factor in price, credit, liquidity, and cash flow risk.  In order 

to properly determine credit risk (Note 2), one would have to review each loan individually and 

determine the risks associated with that particular loan file at the year end date.  The credit risk 

is then calculated by the difference between the current interest rate on that loan and the going 

market rate of loan with similar characteristics. In management’s opinion, the difference 

between fair values and book values of the loan portfolio would not be significant. 

 

 

13. Commitments 
 
The company is party to an agreement to lease office space for $2,726 plus HST per month 
($32,712 per year).  The agreement is subject to an escalation clause of up to 3% per year for 
inflation until 2018.    
  
During the year, the company committed to disburse $190,000 of loans for which conditions of 

disbursements were not met by the borrower as of March 31, 2011.  
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