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INDEPENDENT AUDITORS’ REPORT

To the Directors of Economic Development Winnipeg Inc.

Opinion

We have audited the financial statements of Economic Development Winnipeg Inc. (the Entity), which
comprise the statement of financial position as at December 31, 2018 and the statements of revenue
and expenditures, changes in net assets and cash flows for the year then ended and notes to the

financial statements, including a summary of significant accounting policies (hereinafter referred to as
the “financial statements”).

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Entity as at December 31, 2018, and its financial performance and its cash
flows for the year then ended in accordance with Canadian public sector accounting standards.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our
responsibilities under those standards are further described in the “Auditors’ Responsibilities for
the Audit of the Financial Statements” section of our auditors’ report.

We are independent of the Entity in accordance with the ethical requirements that are relevant to our
audit of the financial statements in Canada and we have fulfilled our other ethical responsibilities in
accordance with these requirements.

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

Responsibilities of Management and Those Charged with Governance for the
Financial Statements

Management is responsible for the preparation and fair presentation of the 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.

In preparing the financial statements, management is responsible for assessing the Entity’s ability to
continue as a going concern, disclosing as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Entity or to
cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Entity’s financial reporting
process.

KPMG LLP is a Canadian limited liability partnership and a
member firm of the KPMG network of independent member
firms affiliated with KPMG International Cooperative (“KPMG
International”), a Swiss entity. KPMG Canada provides services
to KPMG LLP.
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Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
arefis free from material misstatement, whether due to fraud or error, and to issue an auditors’ report
that includes our opinion.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with Canadian generally accepted auditing standards will always detect a material
misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of the financial statements.

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise
professional judgment and maintain professional skepticism throughout the audit.

We also:

e Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion.

The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit 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.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

e Conclude on the appropriateness of management's use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Entity's ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
auditors’ report to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up
to the date of our auditors’ report. However, future events or conditions may cause the Entity to
cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represents the underlying transactions and
events in a manner that achieves fair presentation.
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e Communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that we identify during our audit.

Kns X
Chartered Professional Accountants

Winnipeg, Canada
March 7, 2019



ECONOMIC DEVELOPMENT WINNIPEG INC.

Statement of Financial Position

December 31, 2018, with comparative information for 2017

2018 2017
Assets
Current assets:

Cash $ 234,442 $ 1,360,070

Investments (note 3) 2,685,886 678,422

Accounts receivable 295,007 428,000

Prepaid expenses 79,989 169,902

3,295,324 2,636,394
Capital assets (note 4) 491,573 574,711
$ 3,786,897 $ 3,211,105
Liabilities, Deferred Contributions and Net Assets
Current liabilities:
Accounts payable and accrued liabilities $ 107,304 $ 139,497
Deferred rent 49,501 38,452
Deferred lease inducement 291,080 332,305
Deferred contributions:
Future expenses (note 5) 391,887 498,548
Net assets:
Invested in capital assets 491,573 574,711
Unrestricted 1,755,552 1,277,592
Internally restricted:
Appropriated for sustainability reserve (note 6) 700,000 350,000
2,947,125 2,202,303

Commitments (note 7)
$ 3,786,897 $ 3,211,105

See accompanying notes to financial statements.
On behalf of the Board:
\ : [
“ZZT_

Director Director




ECONOMIC DEVELOPMENT WINNIPEG INC.

Statement of Revenue and Expenditures

Year ended December 31, 2018, with comparative information for 2017

2018 2017
Revenue:
Funding:
The City of Winnipeg $ 3,802,613 $ 3,490,979
Province of Manitoba (note 11) 1,103,290 1,092,800
Partnerships and investors contributions 1,244,214 1,535,602
Interest 46,958 18,985
6,197,075 6,138,366
Expenditures:
Initiatives and marketing 1,791,777 1,881,152
Personnel 2,959,673 2,872,519
Administrative 399,346 390,223
Occupancy and facilities 301,457 295,311
5,452,253 5,439,205
Excess of revenue over expenditures 3 744,822 $ 699,161

See accompanying notes to financial statements.



ECONOMIC DEVELOPMENT WINNIPEG INC.

Statement of Changes in Net Assets

Year ended December 31, 2018, with comparative information for 2017

Invested in Internally 2018 2017
capital assets Unrestricted restricted Total Total
Balances, beginning of year $ 574,711 $ 1,277,592 $ 350,000 $ 2,202,303 $ 1,503,142
Excess (deficiency) of
revenue over expenditures (114,015) 858,837 - 744,822 699,161
Transfer to internally
restricted net assets (note 6) - (350,000) 350,000 - -
Transfer for acquisition of 30,877 (30,877) - - -
capital assets
Balances, end of year $ 491,573 $ 1,755,552 $ 700,000 $ 2,947,125 $ 2,202,303

See accompanying notes to financial statements.



ECONOMIC DEVELOPMENT WINNIPEG INC.

Statement of Cash Flows

Year ended December 31, 2018, with comparative information for 2017

2018 2017
Cash provided by (used in):
Operating activities:

Excess of revenue over expenditures $ 744,822 $ 699,161

Items not involving cash:

Amortization of capital assets 114,015 87,172
Amortization of deferred rent 11,049 12,485
Amortization of deferred lease inducements (41,225) (27,695)
Change in non-cash operating working capital:
Accounts receivable 132,993 50,131
Prepaid expenses 89,913 (46,419)
Accounts payable and accrued liabilities (32,193) (278,125)
Net increase (decrease) in deferred contributions
future expenses (106,661) 244,790
912,713 741,500
Capital activities:

Purchase of capital assets (30,877) (94,074)
Investing activities:

Investments, net (2,007,464) (4,097)
Increase (decrease) in cash (1,125,628) 643,329
Cash, beginning of year 1,360,070 716,741
Cash, end of year $ 234,442 $ 1,360,070

See accompanying notes to consolidated financial statements.



ECONOMIC DEVELOPMENT WINNIPEG INC.

Notes to Financial Statements

Year ended December 31, 2018

1.

General:

Economic Development Winnipeg Inc. (EDW or the Organization) is the City of Winnipeg’s lead
Organization for economic development and tourism development. EDW is an arm’s length
Organization led by an independent private sector Board of Directors appointed by the
members. The City of Winnipeg and the Province of Manitoba are the members and provide
core funding to the Organization.

EDW facilitates investment promotion and attraction, capacity building, marketing and the
management of market information. EDW leads global investment attraction, and local business
retention and expansion, with its Yes! Winnipeg sales team. EDW is also responsible for the
City’s tourism development activities, which it orchestrates through its Tourism Winnipeg team.
Tourism Winnipeg’'s mission is to facilitate a healthy, prosperous, responsible and fully
integrated tourism industry that enhances Winnipeg’s economic growth.

Significant accounting policies:

The financial statements have been prepared by management in accordance with Canadian
public sector accounting standards including the 4200 standards for government not-for-profit
organizations and include the following significant accounting policies:

(a) Revenue recognition:

The Organization follows the deferral method of accounting for contributions. Externally
restricted contributions are recognized as revenue in the period in which the related
expenses are incurred.

Unrestricted contributions are recognized as revenue when received or receivable if the
amount to be received can be reasonably estimated and collection is reasonably assured.

Contributions restricted for the purchase of capital assets are deferred and amortized into
revenue on a straight-line basis at a rate corresponding with the amortization rate for the
related capital assets.



ECONOMIC DEVELOPMENT WINNIPEG INC.

Notes to Financial Statements (continued)

Year ended December 31, 2018

2,

Significant accounting policies (continued):

(b) Financial instruments:

Financial instruments are recorded at fair value on initial recognition. All financial
instruments are subsequently recorded at cost or amortized cost unless management has
elected to carry the instruments at fair value. Management has elected to record all
investments at fair value as they are managed and evaluated on a fair value basis.

Unrealized changes in fair value are recognized in the statement of re-measurement gains
and losses until they are realized when they are transferred to the Statement of Revenue
and Expenditures.

The Organization did not incur any re-measurement gains and losses during the year
ended December 31, 2018 (2017 - nil) and therefore a statement of re-measurement gains
and losses is not required to be included in these financial statements.

All financial assets, excluding investments, are assessed for impairment on an annual
basis. When a decline is determined to be other than temporary, the amount of the loss is
reported in the Statement of Revenue and Expenditures and any unrealized gain is
adjusted through the statement of re-measurement gains and losses.

When the asset is sold, the unrealized gains and losses previously recognized in the
statement of re-measurement gains and losses are reversed and recognized in the
Statement of Revenue and Expenditures.

All financial instruments recognized at fair value are classified using a fair value hierarchy,
which includes three levels of information that may be used to measure fair value:

e Level 1 - Unadjusted quoted market prices in active markets for identical assets or
liabilities;
e Level 2 - Observable or corroborated inputs, other than level 1, such as quoted prices

for similar assets or liabilities in inactive markets or market data for substantially the
full term of the assets or liabilities; and

e Level 3 - Unobservable inputs that are supported by little or no market activity and
that are significant to the fair value of the assets and liabilities.



ECONOMIC DEVELOPMENT WINNIPEG INC.

Notes to Financial Statements (continued)

Year ended December 31, 2018

2,

Significant accounting policies (continued):

(c)

(e)

(9

Capital assets:

Capital assets are recorded at cost. Amortization is calculated on a straight-line basis to
amortize the cost of the assets less their residual values over their estimated useful lives as
follows:

Asset Rate
Computer hardware and software 2 - 3 years
Office furniture and fixtures 5 years
Leasehold improvements over the term of the related lease

Deferred rent:

As part of the Organization’s operating premises lease, a period of free rent was incurred
and is being amortized over the term of the related lease. This lease also has escalating
rents which are expensed on a straight-line basis over the period of the lease.

Deferred lease inducement:

The Organization leases its office space. Landlord inducements are deferred and amortized
as reductions to rent expense on a straight-line basis over the same period.

Income taxes:

The Organization is a not-for-profit organization under the Income Tax Act and,
accordingly, is exempt from income taxes, providing certain requirements of the Income
Tax Act are met.

Use of estimates:

The preparation of financial statements requires management 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 the reported
amounts of revenues and expenses during the year. Actual results could differ from those
estimates.



ECONOMIC DEVELOPMENT WINNIPEG INC.

Notes to Financial Statements (continued)

Year ended December 31, 2018

3. Investments:

Investments consist of investments in money market instruments aggregating $575,886 (2017 -
$567,872) and guaranteed investment certificates aggregating $2,110,000 (2017 - $110,550).
The fair value of money market instruments and guaranteed investment certificates have been
determined using Level 1 and Level 2, respectively, of the fair value hierarchy.

4. Capital assets:

2018 2017
Accumulated Net book Net book
Cost amortization value value

Computer hardware
and software $ 190,402 $ 113,118 $ 77,284 $ 78,346
Office furniture and fixtures 193,188 102,768 90,420 130,232
Leasehold improvements 697,607 373,738 323,869 366,133
$ 1,081,197 $ 589,624 $ 491,573 $ 574,711

5. Deferred contributions - future expenses:

The deferred contributions are externally restricted contributions that have been received and
relate to expenses to be incurred in future years.

2018 2017
Balance, beginning of year $ 498,548 $ 253,758
Amounts received during the year 865,793 1,308,260
1,364,341 1,562,018

Less: amounts recognized as revenue
in the year (972,454) (1,063,470)
Balance, end of year $ 391,887 $ 498,548




ECONOMIC DEVELOPMENT WINNIPEG INC.

Notes to Financial Statements (continued)

Year ended December 31, 2018

5. Deferred contributions - future expenses (continued):

Deferred contributions for future expenses are related to the following initiatives:

2018 2017

Yes! Winnipeg:
Province of Manitoba funding $ - $ 67,500
Investors’ contributions 86,000 138,000
Team Winnipeg 23,528 25,558
Winnipeg Tour Connection 32,359 17,490
Our Winnipeg Initiative 125,000 125,000
Open data project 125,000 125,000
$ 391,887 $ 498,548

6. Internally restricted:

Sustainability reserve:

During the year ended December 31, 2017, the Board approved an internally restricted
sustainability reserve to be funded through a transfer from unrestricted net assets. During the
year ended December 31, 2018, $350,000 (2017 - $350,000) was transferred to the
sustainability reserve from unrestricted net assets. The sustainability reserve was established

to compensate for the unexpected fluctuations in revenue.

7. Commitments:

The Organization is committed under a lease for office space for a total of $1,327,000. The

minimum lease payments over the next five years are as follows:

2019
2020
2021
2022
2023

$

152,000
153,000
160,000
161,000
168,000




ECONOMIC DEVELOPMENT WINNIPEG INC.

Notes to Financial Statements (continued)

Year ended December 31, 2018

8. Segregated fund:

The Organization holds funds that are segregated for partners (including the Organization) in a
separate account for a special event marketing fund. This fund is held in interest-bearing
accounts for the benefit of special event marketing activities. Payments to the special event
marketing fund are based on recommendations approved by The City of Winnipeg’s council on
October 22, 2008.

The balance of this fund and the income and expenditures associated therewith is not included
in these financial statements.

2018 2017

Special event marketing fund:
Balance, beginning of year $ 788,030 $ 760,504
Funds received during the year 1,000,000 1,000,000
Funds used during the year (641,353) (977,794)
Interest earned 11,440 5,320
Balance, end of year, and amount of funds held $ 1,158,117 $ 788,030

The following commitments have been entered into from the special marketing fund towards
several tourism attractions utilizing funds held at December 31, 2018 or funds to be received
within the fiscal years:

2019 $ 826,253
2020 661,269
2021 117,129




ECONOMIC DEVELOPMENT WINNIPEG INC.

Notes to Financial Statements (continued)

Year ended December 31, 2018

9. Financial risks:

The Organization has exposure to the following risks associated with its financial instruments:

(a) Credit risk:
Credit risk refers to the risk that a counterparty may default on its contractual obligations
resulting in a financial loss. The Organization is exposed to credit risk with respect to the
accounts receivable, cash and investments.
The Organization assesses, on a continuous basis, accounts receivable and provides for
any amounts that are not collectible in the allowance for doubtful accounts. The maximum
exposure to credit risk of the Organization at December 31, 2018 is the carrying value of

these assets.

At December 31, 2018, the amount of accounts receivable past due, net of the allowance
for doubtful accounts, is $26,747 (2017 - nil).

The maximum exposure to investment credit risk is as disclosed in note 3.
There have been no significant changes to the credit risk exposure from 2017.

(b) Liquidity risk:
Liquidity risk is the risk that the Organization will be unable to fulfill its obligations on a
timely basis or at a reasonable cost. The Organization manages liquidity risk by monitoring
its operating requirements. The Organization prepares budgets and cash forecasts to
ensure it has sufficient funds to fulfill its obligations.

All accounts payable and accrued liabilities are due within fiscal 2018.

There have been no significant changes to the liquidity risk exposure from 2017.

10. Defined contribution plan:

The employees of the Organization are members of a voluntary group registered retirement
savings plan administered by RBC Asset Management Inc.

Employer contributions made to the plan during the year amounted to $90,565 (2017 -
$92,701).



ECONOMIC DEVELOPMENT WINNIPEG INC.

Notes to Financial Statements (continued)

Year ended December 31, 2018

1.

Funding from the Province of Manitoba - Partners in Economic Growth (PEG):

During fiscal 2018, the Organization received funding under the Province of Manitoba’s
Partners in Economic Growth (PEG) program, with total revenue recognized during fiscal 2018
of $1,103,290 (2017 - $1,092,800). The revenue recognized by the Organization includes
$178,000 received relating to the Province of Manitoba’s (Province) 2017/18 fiscal year
(April 1, 2017 to March 31, 2018), the recognition of $67,500 in deferred contributions from
2017, and $857,790 of revenue from the Province’s 2018/19 fiscal year (April 1, 2018 to
March 31, 2019).

During the year, the Organization entered into a formal funding agreement with the Province for
the funding to be received for the Province’s 2018/19 fiscal year. The agreement includes the
payment of three installments. The first installment was received on July 23, 2018 and the
second installment was received on January 7, 2019. During the year the Organization
recognized $857,790 of the Province’s 2018/19 funding, representing the period April 1, 2018
to December 31, 2018. The remainder of the 2018/19 funding of $413,010 will be recognized
January 1, 2019 to March 31, 2019 including the final payment of $127,080 once the Province’s
reporting requirements are considered to be met.

The use of the funds provided by the 2018/19 PEG funding are as follows:

Recognized To be recognized

in 2018 in 2019 Total

(Unaudited) (Unaudited)

Personnel $ 446,040 $ 214,760 $ 660,800
Occupancy and facilities 54,000 26,000 80,000
Administrative 40,500 19,500 60,000
Initiatives and marketing 317,250 152,750 470,000

Total $ 857,790 $ 413,010 $ 1,270,800




