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MINISTERIAL DIRECTIVES

Section 78 (7) of the Financial Administration Act requires the NBCC to report any directive

given during the year. Such directives are noted below.

2010-2011

Due to insufficient progress in addressing concerns first raised by the Auditor General of Can-
ada in 2007 and successive denials of opinion, a second Ministerial Directive was issued on
April 15, 2010 by the Honourable Peter Taptuna, Minster Responsible for NBCC, instructing
the GN Department of Economic Development & Transportation to play a role in facilitating
NBCC’s turnaround. Working with NBCC's Board of Directors, the department was directed
to establish a Memorandum of Understanding setting out each party’s duties to oversee
NBCC's activities until such time as a CEO could be appointed.

On January 24, 2011, Sherri Rowe, a long time GN employee with significant experience in fi-
nancial management and a professional accountant was appointed as Chief Executive Officer.

2007-2008

The need for closer oversight of NBCC’s activities was laid out in the Auditor General of Can-
ada’s Report to the Legislative Assembly 2007 — “Audit of the Nunavut Business Credit Corpo-
ration Activities” and her subsequent denial of opinion for NBCC’s 2005-2006 fiscal year in No-
vember of 2007*. On January 18, 2008, the Honourable Louis Tapardjuk, Minister of Finance,
issued to NBCC a directive requesting submission of monthly management and financial re-
ports and Board approved quarterly management and financial reports to the Department of
Finance. The NBCC was further directed to undergo quarterly reviews of its finances, including
an examination of its credit facility portfolio, by the Internal Audit Services Branch of the De-
partment of Finance. This directive is to remain in place until such time as the NBCC has dem-
onstrated that it can manage its own financial affairs through an unqualified audit opinion.

On April 11, 2011, the Auditor General announced that NBCC had received a positive audit
opinion except for its failure to report within its statutory deadline.

On October 14, 2011, the Honourable Keith Peterson, Minister of Finance, with full concur-
rence of Cabinet revoked the directive on the basis of NBCC’s remarkable progress in address-
ing its noted deficiencies and the renewed confidence in its abilities to manage its operations
and finances appropriately.

*NBCC has received a denial of opinion by the Auditor General of Canada each year subsequent until 2009-2010.
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SUMMARY OF FINANCIAL RESULTS

The following summary examines NBCC’s financial results for the period from April 1, 2010 to
March 31, 2011. The year ended with a net income (loss) and comprehensive income (loss) of
(5494,877) versus $385,237 in 2009-2010. This decrease of $880,114 was due to a number of
factors including:

Revenue after interest paid to the Government of Nunavut was $247,833; (PY: $1,334,496)
amounting to a decrease from the previous year of $1,086,663. This is a result of a large fluc-
tuation of the loan allowance. The previous fiscal year had a recovery of credit losses of
$772,064 compared to this fiscal year which shows a Provision for credit losses in the amount
of ($364,141).

Total expenses including amortization were $1,328,297 (PY: $1,535,717) amounting to an de-
crease of $207,420 over the previous year. This decrease is an accumulation of several factors
but, of most significance, there was a reduction in Board-related expenses specifically meet-
ings and honoraria (5181,226) and a decrease in travel (549,138) as well as decreases in adver-
tising and promotion ($70,183), other expenses ($37,912) and professional fees ($24,315).
These were offset by an increase in salaries and benefits (5157,259) for the year.

Statement of Operations, Comprehensive Income and Deficit

Interest revenue on the portfolio in 2010-2011 was $863,204 (PY: $850,577). In the 2010-2011
fiscal year, accumulated interest of $278,940 was paid out on the Working Capital Advance
from the Government of Nunavut (PY: $314,462) at an average interest rate of 1.88% (PY:
1.78%).

The gross margin on lending (income from lending less the cost of capital) for 2010-2011 was
$220,123 (PY: $1,308,179). This was an overall decrease of $1,088,056 from the previous year.

Signifies “prior year” and refers to the 2008-2009 fiscal year.
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Provision for Losses on Impaired Credit facilities

The provision for losses on impaired credit facilities is based upon a review of all credit facili-
ties to borrowers and represents managements’ best estimate of probable credit losses. The
total allowance for 2010-2011, which includes both general and specific provisions, was
$1,360,219 (PY: $1,017,502) which represents a net increase of $342,717 over the previous

year.

Specific Allowance

Management examines the portfolio on a continuous basis for credit facilities which should be
classified as impaired. At the end of 2010-2011 seven credit facilities were declared impaired
with a provision for losses of $1,154,222 (PY: $802,764); which represents an increase of
$351,458 in the specific allowance for impaired credit facilities.

General Allowance

A general allowance is calculated each year to provide for possible impairments within the per-
forming credit facilities. NBCC’s general allowance is set at 2% of the performing credit facili-
ties portfolio. For 2010-2011, it was $205,997 (PY: $214,738).

The change between these years represents a decrease of $8,741 (PY: ($59,723)). This change
was for the most part due to the increase in the specific allowance which reduces the balance

that the general allowance was calculated from.
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