























NUNAVUT BUSINESS CREDIT CORPORATION
NOTES TO FINANCIAL STATEMENTS

March 31, 2011

2.

Significant Accounting Policies (Continued)

2.9

2.10

2.1

Allowance for Losses on Loans (continued)

The specific allowance component is established on an individual loan basis to recog-
nize credit losses. The amount of the initial impairment and any underlying subsequent
changes due to re-evaluation of estimated realizable values are recorded through the
provision for credit losses as an adjustment to the specific allowance for impaired loans.

The general allowance for performing loans and the specific allowance for impaired
loans are shown as a reduction to loans receivable.

Write-offs

Under the provisions of the Financial Administration Act of Nunavut, the outstanding
principal and interest on a loan can be approved for write-off by the Corporation’s Board
of Directors if the total outstanding on a loan is $20,000 or less; or by the Legislative As-
sembly of Nunavut if the total outstanding on a loan is over $20,000. A loan written-off is
still subject to collection action.

Management generally recommends the write-off of a loan only after all means of
collecting the loan have been exhausted.

Employee Future Benefits

Pension benefits

Eligible employees of the Corporation are covered by the public service pension plan
(the “Plan"), a contributory defined benefit plan established through legislation and
sponsored by the Government of Canada. Contributions are required by both the em-
ployees and the Corporation to cover current service cost. Pursuant to legislation cur-
rently in place, the Corporation has no legal or constructive obligation to pay further
contributions with respect to any past service or funding deficiencies of the Plan. Con-
sequently, contributions are recognized as an expense in the year when employees
have rendered service and represent the total pension obligation of the Corporation.

Non-pension benefits

Under the conditions of employment, eligible employees may earn non-pension benefits
for resignation, retirement and removal costs based on years of service. The benefits
are paid upon resignation, retirement or death of an employee. The expected cost of
providing these benefits is recognized as employees render service and has been deter-
mined based on management's assumptions and best estimates. The Corporation pro-
vides severance and retirement benefits to eligible employees based on years of service
and final salary, and removal benefits based on years of service and their community of
residence. These benefits represent the only employee future benefit obligation of the
Corporation that entails settlement by future payment.
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NUNAVUT BUSINESS CREDIT CORPORATION
NOTES TO FINANCIAL STATEMENTS

March 31, 2011

2. Significant Accounting Policies (Continued)

212  Contributions from the Government and Services Provided Without Charge

Government contributions are recognized in the year when the contribution is approved
by the Government and the related expenses are incurred.

The Government of Nunavut provides certain administrative contributions and services
provided without charge to the Corporation. Administrative contributions received are not
repayable. The estimated value of these contributions and services are included in their
related account balances.

Audit services are provided without charge to the Corporation. No amount has been rec-
ognized in these financial statements in respect to the services provided.

3. Future Accounting Changes

In December 2009, the Public Sector Accounting Board (PSAB) issued an amendment to the
Introduction to Public Sector Accounting Standards of the PSA Handbook. This amendment
eliminated the Government Business Type Organizations (GBTO) classification and entities cur-
rently classified as a GBTO are required to re-assess their classification.

Under the revised introduction, the Corporation is classified as an Other Government Organiza-
tion (OGO). As an OGO, the Corporation has determined the most appropriate basis of account-
ing to meet the needs of the users of its financial statements to be the standards issued by the
Public Sector Accounting Board. The Corporation will adopt the standards issued by the Public
Sector Accounting Board for its fiscal year beginning April 1, 2011. The Corporation is currently
evaluating the impact of the adoption of these standards.
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