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His Honour

The Honourable Philip S. Lee, C.M., O.M.
Lieutenant Governor of Manitoba

Room 235 Legislative Building

405 Broadway Avenue

Winnipeg MB R3C 0V8

Your Honour:

| am pleased to present the Annual Report for the Manitoba Development Corporation
for the fiscal year ending March 31, 2014.

Respectfully submitted,

Theresa Oswald
Minister
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Jobs and the Economy

Manitoba Development Corporation
1040 - 259 Portage Avenue

Winnipeg MB R3B 3P4

Honourable Theresa Oswald
Jobs and the Economy

Room 333 Legislative Building
Winnipeg MB R3C 0V8

Dear Minister Bjornson:

It is our pleasure to submit the Annual Report of the Manitoba Development Corporation for the
fiscal year ended March 31, 2014, as required by Section 18 of the Manitoba Development
Corporation Act.

Respectfully submitted,

Hugh Eliasson
Chairperson
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PROFILE

The Manitoba Development Corporation (MDC) provides financial services and financial
instruments on behalf of the Province of Manitoba to assist with economic development
initiatives. The three main programs administered by MDC are Manitoba Industrial
Opportunities Program (MIOP), the Third-Party Investment Funds Program (Investment
Program), and since April 1, 2005 the Provincial Nominee Program for Business (PNP-B). The
Province determines which programs will be housed in MDC, what resources are available to
administer the programs, and the desired outcomes for those programs. MDC requires
approval of the Province of Manitoba to provide financial assistance, loans, guarantees or equity
investments and must comply with all Provincial directives.



MANITOBA INDUSTRIAL OPPORTUNITIES PROGRAM

The Manitoba Industrial Opportunities Program provides highly flexible financial support to
Manitoba based businesses. The program targets loans in excess of $500,000.

The primary criteria in assessing any request for assistance will be:
the viability of the business proposal;
the applicant’s level of equity contribution; and,
the project’s resulting benefits to the Manitoba economy.

The Program provides repayable, secured loans or loan guarantee assistance to recipient
companies in return for significant project investment and/or long-term economic benefit (i.e. job
creation). Most loan repayment terms are 60 to 84 months and repayment terms can be
flexible. Favorable interest rates are available to businesses that undertake significant project
investment, and/or create new jobs.

The nature and level of provincial support offered to a project is established by a detailed review
of the proponent’s business proposal, including a rigorous cost/benefit analysis and risk
appraisal.

Program Objectives:

The objective of the MIOP program is to secure significant business project investment which
would not occur in Manitoba without the provision of some level of government assistance.

Program Performance and Trends:

From March 31, 2000 to March 31, 2014 the MIOP program approved 51 business expansion
loans totaling $250 million, which levered $563 million in additional capital, for a total Manitoban
investment of $813 million, supporting approximately 9,043 Manitoba jobs. In 2013/14 MDC had
$6.5 million of new loans approved, which levered $3.5 million in additional capital, for a total
Manitoba investment of $10.0 million.

Based on new loans approved 2011/12 | 2012/13 | 2013/14
Total Projected Manitoba Capital Spend resulting

from newly Approved Loans $7.8 $24.6 $10.0
Incremental Projected Capital Spend resulting

from newly Approved Loans $2.0 $19.1 $3.5
Jobs Created/ Maintained resulting from newly

Approved Loans 50 70 483

As at March 31, 2014 the program has 16 active loans totaling $74.8 million under management,
with 2,071 Manitoba full time equivalent jobs required per the loan agreements and 2,490
Manitoba full time equivalent jobs maintained.



MIOP loans made under authority of Part Il of the Manitoba Development Corporation Act as
published in Volume 3 of Public Accounts are as follows:

Acetek COMPOSITES INC ... et e e e 582,030
ACSION INAUSEIIES INC ..eviieiie ettt et et et et et e e e e e et e et e eaaeens 192,263
Color Ad Packaging (3759326 Canada Limited)..........ccooeviiiiiiiiiiieeeeee 6,996,800
(O = 0 T511,Y /Y o 6,500,000
(=TT 1= 1 P 9,536630
Intelligent Hospital SYSIEMS INC .....ovviiiiiiiiiiiiiiiiiiiiiiie e 1,686,667
Magellan AeroSpace Ltd ..........ooouiiiiiiii i 17,124,244
1 (=10 T8 [ =T [T PR 5,000,000
Motor Coach INAUSIIIES LI ...cvniieiiiiieie ettt e e e e e e 6,800,000
Premier HOMICUIUIE ..ottt ettt et e et e e e et e e e et e e e e e 1,500,000
SUPErior FINISNES INC ..o e e 786,667
Winnipeg Airport AUTNOIILY .......ooeiii e 17,998,701
ST 0o] (o ] = 74,804,001
Net accrued and capitalized INtEreSt ...........vvvviviiiiiieiieiiieieiieeee e 378,969

TOMAL. e 75,182,970



THIRD-PARTY INVESTMENT FUNDS PROGRAM

The Third-Party Investment Funds Program provides investment capital to venture capital
limited partnerships that are managed by the private sector, who in turn invest this capital in
small to medium sized businesses.

Program Objectives:

To create pools of capital that are managed in Manitoba and the capital is available to be
invested in Manitoba businesses.

Create jobs within Manitoba.

Increase the flow of capital to Manitoba businesses.

Earn a return on investment that exceeds the Province’s cost of capital.

Program Performance and Trends:
From its inception in 1996 to March 31, 2014, the Investment Program has advanced $23.5
million in six limited partnerships.

Third Party Investment Funds Program equity investments net of repayments as published in
Volume 3 of the Public Accounts as at March 31, 2014 are:

Canterbury Park Capital LLP..........cooiiiiiiiiii e 437,095
CentreStonNe VENTUIES FUNG. .. .. c.ieieiee ettt e eaeen 3,358,392
Manitoba Science & Technology FUNd...........cccoooeviiiiiiiiii e, 1,829,601
1 ] = | PP PSPPUUPPRPRRRRRN 5,625,088

From its inception in 1996 to March 31, 2014, in aggregate the limited partnerships in the
Investment Program have invested approximately $174.3 million (2012/13 - $174.3 million and
2011/12 - $172.7 million) into 78 business entities, of which 67 were Manitoba companies.
These are mature funds that are in divestiture mode and are no longer making investments.



PROVINCIAL NOMINEE PROGRAM FOR BUSINESS

The Province of Manitoba and Government of Canada share responsibilities regarding business
people immigrating to Canada through the Provincial Nominee Program for Business Program
(PNP-B). PNP-B allows Manitoba to recruit and nominate qualified business people from
around the world who have the intent and ability to move to Manitoba and establish or purchase
a business or become partners in an existing business.

PNP-B accelerates the immigration process by providing a Nomination Certificate to applicants
under the program which allows for faster processing by the Government of Canada of their
immigration application to Canada. The Province of Manitoba is committed to help new
immigrants settle successfully, identify business opportunities and establish businesses or
farms in the province.

Program Objectives:

¢ Recruit immigrants who will contribute to the province’s economy by living in Manitoba
and investing in and operating a business in Manitoba.

¢ Recruit farmers to regional Manitoba to strengthen Manitoba’s key agricultural sector.

o Attract experienced farmers who will establish a farm business operation in Manitoba
through the Farm Strategic Recruitment Initiative.

e Provide settlement supports through a Business Settlement Office designed to reduce the
barriers new business immigrants have to establishing a business in Manitoba.

e Conducts seminars and attends conferences in various regions of the world to promote
Manitoba’s business and lifestyle advantages to potential business immigrants.

Program Performance and Trends:

In August 2013, the PNP-B has introduced a new process whereby potential applicants will
have the opportunity to submit an Expression of Interest (EOI). All EOI submissions will be
placed in an EOI pool and will be assessed based on a point system using an Adaptability
Assessment Matrix. As of February 1, 2014, the Program received 669 Expression of
Interest (EOI) submissions from priority applicants that will qualify to receive a Letter of Advice
to Apply (LAA). This number does not include submissions that contain incomplete information,
were not submitted by a priority applicant and/or have a score less than 60.

In addition to the new EOI system, the PNP-B has increased the deposit amount of $75,000 to
$100,000. A new non-refundable application processing fee of $2,500 has been introduced for
new applications. All applicants selected from the Expression of Interest pool and invited to
apply for Nomination are required to submit the application processing fee of $2,500. At the
approval stage, these applicants will be required to submit a cash deposit of $100,000. The
Young Farmer Nominee Program has been replaced by a Farm Strategic Recruitment Initiative
to facilitate the recruitment of the most suitable farmer immigrants

PNP-B has recruitment mission activity in various countries in the world such as the United
Kingdom, South Africa, Vietnam, China, etc, which increases awareness of Manitoba as an
immigration destination for foreign business immigrants. This increased awareness results in
highly qualified immigrant business people making application to the PNP-B.



Through the selection process and with the work of the Business Settlement Office, PNP-B
provides opportunities for increased investment in value added businesses in Manitoba. PNP-B
continues to foster increased injection of foreign capital into Manitoba’s economy not only via an
initial business investment but via on-going business and personal expenditures by applicant’s
of the program.

Continued establishment of new or purchases of existing businesses results in increased job
creation possibilities. Succession opportunities for existing small businesses in Manitoba are
enhanced by the program.

PNP-B has been successful in recruiting 105 farm business immigrants since program inception
who have invested $97,899,364 or an average of $932,374 per farm investor. The Program
notes that these farm business investments only record the initial investment and does not
account for additional investments made after the farm business is started. The farm business
immigrants that were able to successfully establish their intended farm business quickly and
successfully demonstrated the necessary human, net worth, and practical farming skills and
experiences that transfer directly to Manitoba’s primary production farm industry.

The PNP-B monitors initial business investments by business immigrants under the program.

2010/11 2011/12 2012/13 2013/14 Since 2001
# of Initial
Investments 69 78 91 86 659
Initial
Investments | $13,711.10 | $23,110.40 | $20,985.20 | $19,400.10 | $228,049.90
($000)
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Management's Responsibility for Financial Reporting

The accompanying financial statements are the responsibility of the management of MANITOBA
DEVELOPMENT CORPORATION 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 to June 24, 2014.

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 MANITOBA DEVELOPMENT CORPORATION are fairly represented in accordance
with Canadian 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,
MANITOBA DEVELOPMENT CORPORATION

J‘iinyméotf, Genergl Manager

June 24, 2014



Tel: 204 956 7200 BDO Canada LLP/s.r.L.
B D Fax: 204 926 7201 700 - 200 Graham Avenue
Toll-free: 800 268 3337 Winnipeg MB R3C 4L5 Canada

Vo s o www.bdo.ca

Independent Auditor's Report

To the Shareholder of
MANITOBA DEVELOPMENT CORPORATION

We have audited the accompanying financial statements of MANITOBA DEVELOPMENT
CORPORATION which comprise the statement of financial position as at March 31, 2014 and the
statements of operations and accumulated surplus, changes in net financial assets, and cash flows
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 audit opinion.

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position
of the MANITOBA DEVELOPMENT CORPORATION as at March 31, 2014 and the results of its
operations, net financial assets and its cash flows for the year then ended in accordance with
Canadian public sector accounting standards.

V42 Q-NDQ;M

Chartered Accountants

Winnipeg, Manitoba
June 24, 2014

BDO Canada LLP, a Canadian limited liability 'partnership, is a member of BDO International Limited, a UK company limited by guarantee, and forms part of the international BDO
network of independent member firms.

BDO Canada s.r.l., une société canadienne a responsabilité limitée, est membre de BDO International Limited, société de droit anglais, et fait partie du réseau international de
sociétés membres indépendantes BDO.



MANITOBA DEVELOPMENT CORPORATION

Statement of Financial Position

March 31 2014 2013
PNP-B MDC Part | MDC Part i Total Total

Financial Assets
Cash and cash equivalents $ 23,389,161 $ 845,821 - $ 24,234,982 $ 14,104,071
Cash held in trust - - 329,459 329,459 2,034,162
Accounts receivable (Note 5) 957,464 38,955 - 996,419 1,079,015
Loans receivable (Note 6) - - 72,433,240 72,433,240 83,725,620
Portfolio investments (Note 7) 20,204,590 4,439,264 101,765 24,745,619 28,657,092
Trust Funds (Note 8) 61,060,459 - - 61,060,459 63,731,821
105,611,674 5,324,040 72,864,464 183,800,178 193,331,781

Liabilities

Accounts payable 3,551,210 406,500 - 3,957,710 3,041,735
Funds provided by the Province of Manitoba - - 72,864,464 72,864,464 89,007,550
Trust liabilities (Note 8) 61,060,459 - - 61,060,459 63,731,821
64,611,669 406,500 72,864,464 137,882,633 155,781,106
Net financial assets 41,000,005 4,917,540 - 45,917,545 37,550,675
Accumulated surplus (Note 9) $ 41,000,005 $ 4,917,540 - $ 45,917,545 $ 37,550,675

Commitments (Note 11)

Approved on behalf of the Board:

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

Director

Director



MANITOBA DEVELOPMENT CORPORATION
Statement of Operations and Accumulated Surplus

For the year ended March 31 2014 2014 2013
Budget Actual Actual
Income
Interest $ 11,088,000 $ 6,832,008 $ 6,947,750
Deposit retentions (Note 8) 9,000,000 12,497,927 14,626,059
Recovery of Program Administration
Expenses (Note 10) - 19,178 17,521
Recovery (reimbursement) of Part Il expenses
from (to) the Province of Manitoba
Provision for doubtful accounts 1,922,502 933,930 (232,272)
Provision for decline in value
of investments 562,500 4,600,821 2,288,250
22,573,002 24,883,864 23,647,308
Expenses
Program administration 2,768,000 1,441,405 1,463,808
Payment of Part Il interest on loan receivable
to the Province of Manitoba 8,810,000 4,244,838 4,479,879
Provision for doubtful accounts 1,922,502 933,930 (232,272)
Provision for decline in value of investments 562,500 4,600,821 2,288,250
Foreign currency translation loss - - 2,050
14,063,002 11,220,994 8,001,715
Transfers to the Department of Education
and Advanced Learning (Note 12) 208,000 208,000 -
Transfers to the Department of Labour
and Immigration (Note 12) 2,542,000 2,994,000 1,223,000
Transfers to the Department of Jobs
and the Economy (Note 12) 4,287,000 2,094,000 895,000
21,100,002 16,516,994 10,119,715
Annual surplus 1,473,000 8,366,870 13,527,593
Accumulated surplus, beginning of year 37,550,675 37,550,675 24,023,082
Accumulated surplus, end of year (Note 9) $ 39,023,675 $ 45,917,545 $ 37,550,675

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



MANITOBA DEVELOPMENT CORPORATION
Statement of Changes in Net Financial Assets

For the year ended March 31 2014 2013

Annual surplus $ 8,366,870 $ 13,527,593

Net financial assets, beginning of year 37,550,675 24,023,082

Net financial assets, end of year $ 45,917,545 $ 37,550,675

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



MANITOBA DEVELOPMENT CORPORATION

Statement of Cash Flows

For the year ended March 31 2014 2013
Cash provided by (applied to):
Operating Activities
Annual surplus $ 8,366,870 $ 13,527,593
Adjustments for:
Provision for doubtful accounts (recovery) 933,930 (232,272)
Provision for decline in value of investments 4,600,821 2,288,250
Provision for deposit retentions (12,497,927) (14,626,059)
Reimbursement of Part Il expenses to the
Province of Manitoba (5,5634,751) (2,055,978)
(4,131,057) (1,098,466)
Changes in:
Accounts receivable 82,596 77,415
Accounts payable 915,975 (53,581)
998,571 23,834
Cash applied to operating activities (3,132,486) (1,074,632)
Investing Activities
Loans Receivable
Principal repayments 20,486,839 15,662,189
Loans issued (7,724,370) (3,808,338)
Change in accrued interest receivable 46,220 111,278
Capitalized interest written-off 80,902 1,437,848
Portfolio investments made (2,750,000) (1,325,600)
Provincial Nominee Program for Business Trust Funds 7,773,520 8,486,129
Cash provided by investing activities 18,913,111 20,563,506

Financing Activities
Funds provided by the Province of Manitoba
Part Il

(12,354,520)

(11,607,401)

Provincial Nominee Program for Business 9,826,565 2,517,725

Cash applied to financing activities (2,527,955) (9,089,676)

Net increase in cash and cash equivalents 13,252,670 10,399,198

Cash and cash equivalents, beginning of year 16,817,995 6,418,797

Cash and cash equivalents, end of year $ 30,070,665 $ 16,817,995
Represented by:

Cash and cash equivalents $ 24,234,982 $ 14,104,071

Cash held in trust 329,459 2,034,162

Cash held in trust included in Trust Funds 5,506,224 679,762

$ 30,070,665 $ 16,817,995

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



MANITOBA DEVELOPMENT CORPORATION
Notes to Financial Statements

For the year ended March 31, 2014

1. Nature of Operations and Economic Dependence

The Manitoba Development Corporation (the "corporation™) provides loans, guarantees and
investments under Part | and Part Il of the Development Corporation Act. The activities under
Part |1 and Part Il are accounted for separately. Part | activities are undertaken at the initiative
of the corporation, while Part Il activities are at the direction of the Province of Manitoba.

The corporation's lending operations under Part | were suspended effective November 15,
1977 except at the direction of the Province of Manitoba. The corporation's lending and
investment operations under Part Il continue under the direction of the Province of Manitoba.
The Province provides all financing for these initiatives and ultimately bears all costs, including
any exposure for these financial assets to interest rate fluctuations, changes to their fair value
or credit risk relating to the realization of these assets.

The corporation considers its capital to comprise its shareholder's equity (including share
capital, restricted surplus and unrestricted surplus). There have been no changes to what the
corporation considers to be its capital since the previous period.

As a government enterprise, the corporation's operations are reliant on revenues generated
annually. The corporation has accumulated surplus over its history, which are included in
accumulate surplus in the statement of financial position. A portion of these accumulated
funds is retained as working capital (current assets less current liabilities) which may be
required from time to time due to timing delays in receiving its primary funding.

The Province of Manitoba has directed that the balance of restricted surplus for the year to be
equal to three years operating expenses of the Business Immigration and Investment Branch
(based on the most recent years actual expenses) plus 25% of the previous year's PNP-B
forfeitures as a reserve which would not be available for annual distribution to the Province.
Any excess beyond that amount, once it has been released by the Province would then be
transferred to unrestricted retained earnings. For the year ended March 31, 2014, the
Corporation has complied with these restrictions.

2. Basis of Accounting

These financial statements have been prepared in accordance with Canadian generally
accepted accounting principles as defined by the Chartered Professional Accountants of
Canada Public Sector Accounting Handbook. Public sector accounting 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 income and expenses during the reporting period. Actual results may
differ from those estimates.



MANITOBA DEVELOPMENT CORPORATION
Notes to Financial Statements

For the year ended March 31, 2014

3.  Summary of Significant Accounting Policies

a)

b)

Revenue

Income from deposit retentions is recognized when depositors fail to meet their
agreement terms thereby forfeiting their deposits. Income from investments and loans
receivable is recorded when earned.

Financial Assets

(i)

(ii)

(i)

Cash and Cash Equivalents

For the purpose of the statement of cash flows, cash includes cash and term
deposits with the Province of Manitoba with maturities of up to three months.

Loans Receivable Under Part Il

Loans are carried at the unpaid principal plus accrued interest, less allowance for
doubtful loans. Loans considered uncollectible are written-off.

Interest on loans is recorded as income on an accrual basis except for loans
considered impaired. When a loan becomes impaired, recognition of interest ceases
when the carrying amount of the loan (including accrued interest) exceeds the
estimated realizable amount. The amount of initial impairment and any subsequent
changes are recorded through the provision for doubtful loans as an adjustment of
the specific allowance.

The allowance for doubtful loans is maintained at a level considered adequate to
absorb credit losses existing in the portfolio. Specific allowances reduce the carrying
value of loans identified as impaired to their net realizable amounts. In addition to
specific allowances against identified impaired loans, the corporation maintains a
non-specific allowance to cover impairment which is inherent in the loan portfolio
which is consistent with industry practice.

Portfolio Investments

Under PNP-B

The corporation's investment in provincial bonds are accounted for using amortized
cost. Any discount or premium arising on purchase is amortized over the period to
maturity.

Under Part |

The corporation's investment in GIC's are recognized at cost.



MANITOBA DEVELOPMENT CORPORATION
Notes to Financial Statements

For the year ended March 31, 2014

3.  Summary of Significant Accounting Policies (continued)

c)

d)

(iii) Portfolio Investments (continued)

Under Part Il

The corporation's equity in investments related to share capital investments are
recorded at cost. The corporation's investments in the Vision Capital Fund,
CentreStone Vision Fund, Manitoba Science and Technology Fund and the
Canterbury Park Capital Limited Partnership Fund are accounted for using the cost
method of accounting.

An allowance for Portfolio Investments is maintained at a level considered adequate
to absorb the investment risk in the portfolio. Specific allowances reduce the
carrying value of individual fund investments to their net realizable amounts at year
end.

(iv) Trust Funds

Trusts funds are deposits held in trust under the Provincial Nominee Program for
Business. These deposits are recorded at cost.

Liabilities

Liabilities are present obligations as a result of transactions and events occurring prior to
the end of the period. 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.

Expenses

(i) Accrual Accounting

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

(i) Government Transfers

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

Operating Losses

Losses under Part | and under Part Il of the corporation are the responsibility of the
Province and are charged directly against advances received from the Province.

10



MANITOBA DEVELOPMENT CORPORATION
Notes to Financial Statements

For the year ended March 31, 2014

3.

Summary of Significant Accounting Policies (continued)

)

)

h)

Foreign Currency Translation

Foreign currency accounts are translated into Canadian dollars as follows:

At the transaction date, each asset, liability, revenue and expense is translated into
Canadian dollars by the use of the exchange rate in effect at that date. At the time of
settlement, the financial assets and liabilities are translated into Canadian dollars. An
exchange gain or loss is recognized in the statement of operations in the period of
settlement.

Contributed Services

During the year, the Province of Manitoba provided office space and other administrative
services to the corporation at no cost. Because of the difficulty of estimating the fair value
of such expenses, no contributed services are recognized in the financial statements.

Program Administration and Recoveries

Program administration expenses are recognized in the same period that they are
incurred. Recovery of Program Administration Expenses revenue is recognized in the
same period as the corresponding expense is incurred.

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 corporation records its financial assets and liabilities at cost, which include cash and cash
equivalents, accounts receivable, loans receivable and portfolio investments. The corporation
also records its financial liabilities at cost, which include accounts payable and funds provided
by the province of Manitoba.

Financial Risk Management Overview

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

11



MANITOBA DEVELOPMENT CORPORATION
Notes to Financial Statements

For the year ended March 31, 2014

4,

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 that potentially subject the
corporation to credit risk consist principally of cash and cash equivalents, portfolio
investments, accounts receivable, loans receivable and trust funds.

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

2014 2013
Cash and cash equivalents $ 30,070,665 $ 16,817,995
Accounts receivable 996,419 1,079,015
Loans receivable 72,433,240 83,725,620
Portfolio investments 24,745,619 28,657,092
Trust funds 55,278,538 63,052,059

$183,524,481 $193,331,781

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

Accounts receivable, loans receivable and portfolio investments: The corporation establishes
an allowance that represents its estimate of potentially uncollectible loans and recoverable
portfolio investments. 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 the allowance required for loans receivable as at March 31,
2014 is $21,118,392 ($19,784,402 in 2013).

Management has determined that the allowance required for portfolio investments as at
March 31, 2014 is $5,523,324 is ($7,533,539 in 2013).

12



MANITOBA DEVELOPMENT CORPORATION
Notes to Financial Statements

For the year ended March 31, 2014

4,

Financial Instruments and Financial Risk Management (continued)
Liguidity Risk

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

The corporation 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 corporation’s income or the fair values of its financial
instruments. The significant market risk the corporation 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 corporation is not exposed to
significant foreign currency risk as it does not have any financial instruments denominated in
foreign currency.

Accounts Receivable

2014 2013
Other $ 10,213 $ 5,960
Accrued Interest - PNPB 947,249 1,018,466
Accrued Interest - MDC Part | 38,957 54,589

$ 996,419 $ 1,079,015
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MANITOBA DEVELOPMENT CORPORATION
Notes to Financial Statements

For the year ended March 31, 2014

6. Loans Receivable Managed for the Province of Manitoba Under Part Il

2014 2013

Business Support
Manitoba Industrial Opportunities Program - Repayable
Other loans receivable

$ 75,182,970 $ 85,189,918
18,368,662 18,320,164

93,551,632 103,510,082

Allowance for doubtful accounts (21,118,392) (19,784,462)

$ 72,433,240 $ 83,725,620

The Manitoba Industrial Opportunities Program provides flexible repayable financing to
encourage companies to expand or locate in Manitoba. Loan principal is due as follows:

2014 2013

2014 $ - $ 14,579,322
2015 3,159,037 11,090,422
2016 6,302,265 11,931,148
2017 8,588,152 9,254,193
2018 8,914,818 6,384,550
2019 8,119,779 6,819,779
Subsequent to 2019 39,719,950 24,117,922
Accrued and capitalized interest 378,969 1,012,582
75,182,970 85,189,918

Allowance (15,156,448) (14,222,518)

$ 60,026,522 $ 70,967,400

Interest rates charged for Manitoba Industrial Opportunities loans are fixed in reference to the
corporation's cost of borrowing from the Province of Manitoba at the time of the first
disbursement of the loan proceeds to the debtor.
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MANITOBA DEVELOPMENT CORPORATION

For the year ended March 31, 2014

Notes to Financial Statements

6. Loans Receivable Managed for the Province of Manitoba Under Part Il (continued)

Interest rates charged on loans are as follows:

Greater than Nil, less than 5%
5% or greater, less than 6%
6% or greater, less than 7%
7% or greater, less than 8%

Royalty-based interest repayment
Accrued and capitalized interest

Allowance

2014 2013

$ 38,789,740 $ 31,724,608
34,035,331 49,740,411

- 173,387
1,686,667 2,146,667
292,263 392,263

378,969 1,012,582
75,182,970 85,189,918

(15,156,448)  (14,222,518)

$ 60,026,522 $ 70,967,400

When possible, the corporation obtains various forms of security on the Manitoba Industrial
Opportunities loans with priority ranking subject to any prior existing charges.
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MANITOBA DEVELOPMENT CORPORATION
Notes to Financial Statements

For the year ended March 31, 2014

7.

Portfolio Investments

Managed for the Province of Manitoba Under PNP-B

At March 31, 2014, portfolio investments under the Provincial Nominee Program for Business
that are invested with the Province of Manitoba totaled $ 20,204,590 ($ 20,506,843 in
2013). These investments are comprised of provincial bonds. Effective interest rates range
from 3.25% to 5.50%. Maturity dates range from September 2014 to December 2014. Interest
earned on these portfolio investments during the year totaled $3,371,378 ($3,487,756 in
2013). Amortization of bond premiums during the year amounted to $1,201,256 ($1,342,656
in 2013).

Managed for the Province of Manitoba Under Part |

At March 31, 2014, portfolio investments under Part | are comprised of GIC's. Effective
interest rates range from 1.4% to 3.05%. Maturity dates range from May 2014 to February
2017. Fair values are considered to approximate cost. Investments in GIC's totaled
$4,439,264 ($4,442,481 in 2013). Interest earned on these portfolio investments during the
year totaled $138,418 ($125,537 in 2013).

Managed for the Province of Manitoba Under Part Il

2014 2013

Limited Partnership Investments
Canterbury Park Capital Fund LLP $ 437,095 $ 1,231,075
CentreStone Vision Fund 3,358,392 3,308,262
Manitoba Science and Technology Fund 1,829,601 1,826,969
Western Life Sciences Venture Fund LLP - 4,875,000
Vision Capital Fund 1 1

5,625,089 11,241,307

Less allowance for decline in value of investments (5,523,324) (7,533,539)
Part Il 101,765 3,707,768
PNP-B 20,204,590 20,506,843
Part | 4,439,264 4,442,481

$ 24,745,619 $ 28,657,092
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MANITOBA DEVELOPMENT CORPORATION
Notes to Financial Statements

For the year ended March 31, 2014

8. Trust Funds/Liabilities - Provincial Nominee Program for Business

2014 2013

Gross Trust Liabilities $ 61,060,459 $ 63,731,821

The corporation, Manitoba Jobs and the Economy and Labour and Immigration operate a
program known as the Provincial Nominee Program for Business, which offers individuals who
wish to immigrate to the Province of Manitoba to establish and operate a business the
opportunity to obtain a nominee certificate. Starting in the 2003 fiscal year, the corporation
began entering into agreements with qualified immigrants whereby the immigrants committed
to invest specified amounts to establish approved businesses in Manitoba within specified
periods of time. As evidence of their commitments, the immigrants are required to deposit
$100,000 (increased from $75,000 in 2014) with the corporation along with a non-refundable
application processing fee of $2,500 which was introduced in 2014. These deposits are held
in trust by the corporation and are refundable to the immigrants based on the satisfaction of
the conditions set out in the agreements. The final decision as to admission to Canada for
permanent residence is made by the Government of Canada. In the event that the nominees
are not granted permanent residency visas by the Government of Canada, the corporation
also refunds the deposits. The corporation invests the deposits, retains all interest income
earned on the deposits and, should immigrants fail to satisfy the conditions of the agreements,
the corporation also has the right, under the agreements, to retain the deposits.

At March 31, 2014, deposits held in trust under the Provincial Nominee Program for Business
and invested with the Province of Manitoba totaled $55,278,538 ($63,052,058 in 2013) and
with a chartered bank totaled $5,781,921 ($679,762 in 2013). Interest earned on these
deposits during the year and retained by the corporation totalled $2,448,095 ($2,323,863 in
2013). Actual deposits retained during the year amounted to $12,797,962 ($14,776,059 in
2013) and are presented net of an allowance adjustment of $300,035 ($150,000 in 2013). Net
deposits retained are $12,497,927 ($14,626,059 in 2013).

9. Accumulated Surplus

Accumulated surplus is made up of the following:

PNP-B MDC Part | MDC Part Il 2014 2013

Unrestricted surplus $ 33,753,755 $ 4,916,540 $ - $ 38,670,295 $ 29,685,208
Restricted surplus 7,246,250 - - 7,246,250 7,864,467
Share capital - 1,000 - 1,000 1,000
$ 41,000,005 $ 4,917,540 $ - $ 45,917,545 $ 37,550,675
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MANITOBA DEVELOPMENT CORPORATION
Notes to Financial Statements

For the year ended March 31, 2014

10.

11.

12.

Recovery of Program Administration Expenses

The corporation receives recoveries for certain Program Administration Expenses, paid for by
the Provincial Nominee Program for Business, from the following source.

2014 2013

Program participants - PNP-B $ 19,178 $ 17,521

Commitments

Commitments and undisbursed balances of approved loans and portfolio investments under
Part II:

2014 2013
Manitoba Industrial Opportunities Program $ 5,875,756 $ 7,204,474
Manitoba Science & Technology Fund 670,399 681,631
Canterbury Park Capital 5,711,849 5,725,849
CentreStone Venture Fund Limited 1,431,655 1,481,785

$ 13,689,659 $ 15,093,739

Growing Through Immigration Strategy and Economic Development Support

Funds transferred to support the Growing Through Immigration Strategy and Economic
Development are made up of the following, as approved by the Treasury Board:

2014 2013
Education and Advanced Learning $ 208,000 $ -
Labour and Immigration 2,994,000 1,223,000
Jobs and the Economy 2,094,000 895,000

$ 5,296,000 $ 2,118,000
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MANITOBA DEVELOPMENT CORPORATION
Notes to Financial Statements

For the year ended March 31, 2014

13.

14.

15.

Related Party Transactions

The corporation is related in terms of common ownership to all Province of Manitoba created
departments, agencies and crown corporations. The corporation enters into transactions with
these entities in the normal course of business. These transactions are recorded at the
exchange amount.

Comparative Figures

Certain of the comparative figures have been reclassified to provide better comparison with
the current year's presentation. Annual surplus for the year remain as previously reported.

Subsequent event

The Manitoba Development Corporation Act was proclaimed April 1, 2014. The Act
amalgamated the Manitoba Development Corporation, Economic Innovation Technology
Council and Manitoba Trade and Investment Corporation, as well as all parts of the original
Development Corporation Act. The amalgamation combines the relevant objects and powers
of the three organizations under one Act and one corporation, the Manitoba Development
Corporation.
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Auditor's Comments on Supplementary Financial Information

To the Shareholder of
MANITOBA DEVELOPMENT CORPORATION

We have audited the financial statements of MANITOBA DEVELOPMENT CORPORATION which
comprise the statement of financial position as at March 31, 2014 and statements of operations and
accumulated surplus, changes in net financial assets and cash flows for the year then ended and a
summary of significant accounting policies and other explanatory information, and have issued a
report thereon dated June 24, 2014 which contained an unmodified opinion on those financial
statements. The audit was performed to form an opinion on the financial statements as a whole.
The following supplementary schedule is presented for the purposes of additional analysis and are
not a required part of the financial statements. Such supplementary information is the responsibility
of management and was derived from the underlying accounting and other records used to prepare
the financial statements.

The supplementary information has been subjected to the auditing procedures applied in the audit
of the financial statements and certain additional procedures, including comparing such
supplementary information directly to the underlying accounting and other records used to prepare
the financial statements or to the financial statements themselves.

PDO MCQP

Chartered Accountants

Winnipeg, Manitoba
June 24, 2014

BDO Canada_ LLP, a Canadian limited liability partnership, is a member of BDO International Limited, a UK company limited by guarantee, and forms part of the international BDO
network of independent member firms.

BDCl)'Canada s.r.l., une société canadienne a responsabilité limitée, est membre de BDO International Limited, société de droit anglais, et fait partie du réseau international de
societés membres indépendantes BDO.



MANITOBA DEVELOPMENT CORPORATION
Schedule of Operations - PNP-B

For the year ended March 31 2014 2014 2013
Budget Actual Actual
Income
Interest $ 2,182,000 $ 2,448,095 $ 2,323,863
Deposit retentions 9,000,000 12,497,927 14,626,059
Recovery of Program Administration Expenses - 19,178 17,521
11,182,000 14,965,200 16,967,443
Expenses
Program administration 2,672,000 1,348,920 1,390,151
Transfers to the Department of
Labour and Immigration 2,542,000 2,994,000 1,223,000
Transfers to the Department
of Jobs and the Economy 4,287,000 2,094,000 895,000
Transfers to the Department
of Education and Advanced Learning 208,000 208,000 -
9,709,000 6,644,920 3,508,151
Annual surplus $ 1,473,000 8,320,280 13,459,292
Accumulated surplus, beginning of year 32,679,725 19,220,433
Accumulated surplus, end of year $ 41,000,005 $ 32,679,725
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MANITOBA DEVELOPMENT CORPORATION
Schedule of Operations - Part | and Part Il

For the year ended March 31 2014 2013
Budget MDC Part | MDC Part Il Total Total
Income
Interest $ 8,906,000 $ 139,075 $ 4,244841 $ 4,383,916 $ 4,623,887
Recovery (reimbursement) of Part Il expenses
from (to) the Province of Manitoba
Provision for doubtful accounts (recovery) 1,922,502 - 933,930 933,930 (232,272)
Provision for decline in value of investments 562,500 - 4,600,821 4,600,821 2,288,250
11,391,002 139,075 9,779,592 9,918,667 6,679,865
Expenses
Program administration 96,000 92,485 - 92,485 73,657
Payment of Part Il interest on loan receivable to the
Province of Manitoba 8,810,000 - 4,244,841 4,244,841 4,479,879
Provision for doubtful accounts (recovery) 1,922,502 - 933,930 933,930 (232,272)
Provision for decline in value of investments 562,500 - 4,600,821 4,600,821 2,288,250
Foreign currency translation loss - - - - 2,050
11,391,002 92,485 9,779,592 9,872,077 6,611,564
Annual surplus $ - 46,590 - 46,590 68,301
Accumulated surplus, beginning of year 4,870,950 - 4,870,950 4,802,649
Accumulated surplus, end of year $ 4917540 $ - $ 4917540 $ 4,870,950
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MANITOBA DEVELOPMENT CORPORATION
Report of Assistance Granted or to be Granted

For the year ended March 31, 2014

Under Part Il of the Development Corporation Act, the following new assistance was authorized in

the current fiscal year:

MIOP Term Amount
C.P. Loewen Enterprises Ltd. 7 year repayable term loan $ 6,500,000
Other Under the Direction

of the Province of Manitoba Term Amount
Manitoba Cattle Enhancement Council 1 year repayable term loan $ 950,000
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