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What Guides Us

People working together to improve their social and economic
well-being. We pursue this vision through democratically
controlled Co-operative businesses that operate on the values
of fairness, equality, self- responsibility, and mutual self-help.
Our Co-operatives believe in the ethical values of honesty,
openness, social responsibility and caring for others.

A Co-operative is an autonomous association
of persons united voluntarily to meet their
common economic, social, and cultural needs
and aspirations through a jointly owned and
democratically controlled enterprise.

Co-operatives are based on the values of self-help, self-
responsibility, democracy, equality, equity, and solidarity.
In the tradition of their founders, Co-operative Members

believe in the ethical values of honesty, openness, social
responsibility and caring for others.

To provide service to, and enable co-operation among,
the multi-purpose co-operative businesses in Canada’s
north. We do this by providing leadership and expertise
to develop and safeguard the ownership participation of
our Member-Owners in the business and commerce of
their community, to assure control over their own destiny.

Voluntary & Open Membership

. Democratic Member Control
Member Economic Participation
Autonomy & Independence
Education, Training, & Information

Cooperation Among Co-operatives

No o swN 2

Concern for Community
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About Us

Arctic Co-operatives Limited is a Service Federation that strengthens and supports Member
Co-ops across the Canadian Arctic. Through a collaborative approach, expertise, and a
commitment to cooperative values, essential services are provided to support the long-term
success of locally owned businesses in some of the most remote communities in Canada.

At the heart of this work is governance and Member
engagement, helping Co-ops operate with a strong and
effective Board of Directors. Education and guidance help
Co-ops navigate their responsibilities, uphold cooperative
principles, and maintain compliance with by-laws and policies.
Support is also provided for Annual General Meetings, a key
element of cooperative transparency and accountability.

To build strong and sustainable businesses, operational
support is tailored to meet the unique needs of each Co-op.
From grocery stores and fuel stations to hotels, construction,
and art marketing, expertise is available to help Co-ops grow
and thrive. Specialists in business development, contract
management, and financial oversight provide hands-on
support to maintain profitability while keeping services
accessible to Members.

Delivering products to Co-op communities in the Arctic

is a priority, requiring a strategic approach to procurement,
logistics, and supply chain management. Goods are
sourced, transported, and distributed with efficiency,
giving communities reliable access to essential products
and services.

Technology and innovation also play a critical role in
supporting Member Co-ops. Secure infrastructure, software
development, and business intelligence tools enhance daily
operations, driving efficiencies and automation that help
keep Co-ops competitive in an evolving marketplace.

Financial expertise strengthens stability across the

Arctic Co-ops System. Accounting, risk management, legal
guidance, and treasury services provide Co-ops with the
financial structure needed to operate with confidence.
This includes everything from managing financial reporting
and insurance to overseeing banking and cash flow.

Through ongoing collaboration with stakeholders,
community partners, and government organizations, Arctic
Co-ops continues to find new ways to strengthen Member
Co-ops. By focusing on leadership, operations, logistics,
innovation, and financial management, the Federation
remains dedicated to supporting Co-ops as they serve their
communities, create economic opportunities, and uphold
the cooperative values that define them.

rative Development Fund



President’s Report

2024 was a year of resilience, adaptation,
and commitment to the Arctic Co-ops
System. While challenges tested the strength
of communities, they also reinforced the
power of cooperation. The fire at Issatik
Co-op in Whale Cove, NU was a reminder of
how quickly circumstances can change, but it
also demonstrated the strength that comes
from working together. Difficult decisions,
such as winding up our participation in
Chrono Aviation and lle-a-la-Crosse Co-op’s
transition from the Federation, were made
with long-term sustainability in mind.

Throughout 2024, efforts remained focused on key
priorities that directly impact communities. Food security
and mental health were at the forefront, recognizing their
critical role in personal well-being. Disruptions to the
Federated Co-operatives’ food supply chain highlighted
the need for reliable solutions, efforts continue to introduce
more resilience and adaptability in the food supply chain.

The structure of the Federation continued to evolve.
Ulukhaktok Co-op’s transition to District 6, Mackenzie
region reflected efforts to improve regional alignment
and strengthen collaboration among Co-ops in the North.

Investment in people and employee engagement remained

a priority, with training investments exceeding expectations.
These efforts contributed to a stronger, more knowledgeable
workforce, better equipped to support the needs of Co-ops
across the Arctic.

Member Co-op engagement also remained strong, with
79.2% expressing satisfaction with the support received in
a Membership Satisfaction Survey. Contributions to social
responsibility initiatives remained a priority, with support for
community programs exceeding expectations. In addition,
recognition as one of Manitoba’s Top Employers once again
demonstrated a strong commitment to fostering a positive
and supportive workplace.

. Mark Needham
_ President

Looking ahead, 2025 will bring new challenges. Uncertainty
around trade and potential government transitions may
impact supply chains and food programs. These shifts require
a proactive approach to advocacy and education, helping
Co-ops prepare for potential economic and political changes.

The strength of the Arctic Co-ops System lies in its resilience
and shared values. By focusing on key priorities and guided
by co-operative principles, the Federation moves forward
with purpose and direction.
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Board of Directors

The Board of Directors of Arctic Co-operatives Limited is entrusted with the responsibility

of guiding the organization on behalf of its Member-owners. Elected by delegates from

local Member Co-ops, the Board is committed to integrity, transparency, and long-term
stewardship. In close collaboration with the Senior Leadership Team, the Board helps ensure
decisions remain consistent with the Federation’s Mission, Vision, and strategic objectives.

In 2024, significant progress was made on several
resolutions. The Sustainability Framework was approved,
reflecting a commitment to responsible practices that
support long-term growth and environmental stewardship.
Member satisfaction continues to be a key priority, and
the Member Co-op satisfaction survey provided valuable
insights into areas of strength and opportunities for
improvement. Patronage and Special Share Redemption
were successfully distributed, reinforcing the importance
of returning value to Member Co-ops.

Marie-Lucie Uvilug was appointed President of Nunavut
Sealink and Supply Incorporated (NSSI) for a two-year
term, marking a notable leadership transition. For the first
time in NSSI's history, this role is held by an Inuk woman.
Her appointment reflects a continued commitment to
strengthening leadership within the North and supporting
the evolving needs of Member Co-ops.

Looking ahead to 2025, the Board will focus on several key
priorities. Continued engagement with local Co-op boards

and Presidents, through Regional and Annual Meetings will
help provide consistent communication and support across

the Federation. The Board will also review and approve

a new three-year strategic plan, which will guide the
organization’s direction. Additionally, the 60th anniversary
of Canadian Arctic Producers (CAP) and the International
Year of Co-operatives provided a platform for celebrating
the enduring strength and impact of Co-operatives on a
local, national, and global scale.

The Board of Directors is grateful for the ongoing support
and strength of the organization, which continues to
thrive thanks to the collective efforts of all those involved.
Together, the Federation will continue to grow and serve
its Member-owners with commitment and purpose.

Back row (L to R): Stanley Adjuk — Director, Kivalliq Region
Marie-Lucie Uviluq — Director & First Vice President, Nunavut-at-Large
Jason lgaluk — Director, South Qikiqtaaluk Region

Sharan Green — Director, Mackenzie Region

Front row (L to R): David Kaosoni — Director, Kitikmeot Region
Mark Needham — President, Mackenzie Region
Salomon Mikki — Director & Second Vice President, Kitikmeot Region
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CEO Report

2024 was a year of challenges across our Network, but Co-operative Principles and Values
guided us throughout. Our commitment to the Co-op model and the support of our Members
strengthened our resilience, allowing us to emerge stronger and more prepared for the future.

The strength of Arctic Co-operatives Limited lies in our
shared belief that people working together can improve
social and economic well-being. This commitment drives
employees and Directors to achieve success in their
communities. It also enables us to navigate adversity
and remain focused on long-term sustainability.

A key focus in 2024 was learning and performance.
Expanding the Co-operative Learning Centre (CLC)
strengthened professional development and leadership
across the System, equipping Co-ops with the tools to
navigate an increasingly complex business landscape.

Co-ops across the Arctic invested significantly in
community programs, contributing to social well-being

and delivering patronage dividends. In recognition of these
efforts, Arctic Co-ops was named one of Manitoba’s Top
Employers for the ninth consecutive year, reflecting our
commitment to an engaging workplace built on growth,
collaboration, and well-being.

Sustainability remained a priority, with long-term
environmental and operational resilience integrated into
strategic planning. Business restructuring also continued,
particularly in the Construction & Maintenance Department.
The evolving Arctic environment requires a new approach,
engaging third-party experts for large projects while our
internal teams focus on maintenance and renovations.

Ongoing assessment of programs led to key enhancements,
aligning our initiatives with industry trends and the needs
of Member Co-ops. The current Strategic Plan was
successfully executed and is nearing completion. We've
supported the growth of written strategic plans developed
at the community level to help guide the continued
development of each local Co-op.

Despite challenges, rising costs, supply chain disruptions,
cyber incidents, and changes in insurability, our team
worked tirelessly to stabilize operations while reviewing
business strategies to support long-term sustainability.

Looking ahead to 2025, we are taking a consultative
approach to strategic planning. Engagement with people
leaders, Member Co-ops, and Boards of Directors will shape
our next three-year plan. Strengthening governance remains
a priority, improving Board leadership and enhancing General
Managers’ understanding of governance responsibilities.
This year, we're returning to operational fundamentals,
focusing on organic growth and the continued development
of Co-ops. By working closely with Members to uncover
opportunities in each community, we're building a strong
foundation for long-term success across the System.

The road ahead is one of renewal and focused execution.
The progress made in 2024 has laid a solid foundation for
the future, and with the right strategies, Arctic Co-operatives
and each Member Co-ops are well-positioned for continued
success. As we navigate this unique period in our history,
Co-ops remain vital in supporting their communities.

Rod Wilson
Chief Executive Officer
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Governance &
Member Relationships

Mary Nirlungayuk
Vice President & Corporate Secretary

» Stronger Governance and Training: The October

Presidents Meeting provided a strategic planning
workshop, Arctic HUB (Intranet) hands-on training,
discussions on Board governance oversight on violence
in the workplace, and Member Co-op updates. Leaders
gained tools to develop strategic plans and improve
access to governance materials.

Enhanced Communication and Resources: A new Arctic
Co-ops & Member Co-op Board Orientation Manual was
introduced in a streamlined electronic format, improving
access to essential governance information on the Arctic
HUB. Increased and more consistent communication support
with ongoing one-on-one touch bases with Presidents.

Member Engagement and Satisfaction: The 2024
Annual Meeting evaluation and engagement survey
provided key insights. A Member Satisfaction seminar, led
by an external facilitator, established clear benchmarks,
with results reviewed at the Presidents Meeting and set
for follow-up in 2025.

Ongoing Member Co-op Support and Communication:
Continued guidance on Annual Returns, Year-End Financial
Statements, and governance compliance will remain a
priority. Enhanced Board Governance focus will continue
to be a priority in 2025.

Expanded Training and Development: Increased support
for the Co-operative Learning Centre (CLC) will strengthen
Board training and leadership development.

Paperless Annual Meeting: A transition to a fully digital
format will enhance efficiency and reduce environmental
impact.
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Human Resources

« Expansion of the Co-operative Learning Centre (CLC):
Now offering over 300 unique courses, the CLC has been
successfully piloted in six Member Co-ops and is widely
used at home office and subsidiary businesses. This on-
demand training platform is cost-effective, and through
partnerships with Member Co-ops, training laptops have
been distributed to more employees across the Federation.

« Completion of the Mental Health Strategic Initiative:
This initiative provided Member Co-op employees
and managers with unlimited access to mental health
professionals, established Health and Wellness spending
accounts, introduced an annual mental wellness paid
leave day, and expanded Telehealth services in the Arctic,
offering 24/7 access to medical professionals. Formal
training through the Mental Health Commission of Canada
was delivered to all People Leaders to strengthen support
for mental health challenges.

« Creation of a Strategy Department: This new department
enhances strategic planning for Member Co-ops by
developing business continuity plans, three-year strategic
plans, and aligning Federation-wide efforts with community-
based goals.

« Andrew Goussaert Scholarship Program: Five community
Members received financial support through the scholarship
program, including Katherine. L of Taloyoak, NU, who first
received support in 2022 and graduated this year with a
bachelor's degree from Carleton University in Ottawa.

Full Rollout of the Co-operative Learning Centre (CLC):
The CLC will be expanded to all remaining Member
Co-ops in 2025. All technical training and certifications
currently managed by the training department will be
integrated into the platform.

Digitization of Divisional Documentation and Reporting:
A shift to electronic processes will centralize records
across three key platforms, reduce manual tasks, and
contribute to ongoing sustainability efforts.

Development of a New Three-Year Strategic Plan:

A consultative process will guide the creation of

the 2026-2029 strategic plan, incorporating input
from boards, leadership teams, and Member Co-op
representatives at key meetings, including the Annual
and Presidents Meeting.

Comprehensive Co-op Management Stability Program:
A new strategic initiative will focus on strengthening
management support, training programs, and relief team
structures to enhance the stability of day-to-day Member
Co-op operations.

Ed Keddy
Vice President
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In 2024, Arctic Co-operatives Limited expanded its sustainability
model to include operational guidance and key focus areas, driven by
feedback from Home Office and delegates. This updated framework
aims to enhance efforts towards environmental responsibility and
energy efficiency.



A Greenhouse Gas (GHG) Inventory was conducted for
Home Office with third-party support from Green Economy
Canada. Using data from 2020 to 2023, a baseline was
established to measure GHG contributions. While the
inventory was not comprehensive due to challenges in
data availability and separation, the largest contributor
to emissions was identified as passenger flights. Options
to reduce short-haul flights in the south will be explored,
as takeoffs and landings are major contributors to GHG
emissions. The second largest source of emissions was
employee commuting. Funding was set aside to develop
sustainable commuter incentives.

Building updates, completed in earlier years, already resulted
in improved energy efficiency, placing Home Office at the
lower end of the EnergyStar energy intensity benchmark.

Additionally, composting efforts during staff events have
seen great success by diverting waste from landfills.

Plans are underway to expand the GHG inventory to include
Igaluit Subsidiaries and Canadian Arctic Producers (CAP) in
the next report.

Regulatory changes are also shaping the path forward.

Bill C-59 prohibits making false sustainability claims, and
training is in development to ensure compliance. Additionally,
the Federal Plastics Registry is introducing government
mandated audits to track plastic movement through the
economy. Arctic Co-operatives is actively determining

its reporting obligations for the new registry.

Our Co-operative actions today for everyone’s better tomorrow

Integrated Sustainability Model

Arctic Co-ops

Pillars

r%‘Eyed gee™®

Cross-Team Drivers

A Culture of
Sustainability

Focus Areas

Indigenous

Commitment Infrastructure Country

Essentials Food First Employment &

Perspectives

to climate
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Operations

2024 Highlights

The past year has been one of resilience, growth, and commitment to Co-operatives
and their Members.

Co-op Net Savings — $14.7 million. Coral Harbour, NU — Co-op Inns North hotel reopened,

strengthening local business and economic activity.
Co-op Member Returns — Co-ops distributed $13.1

million back to their Members. Sanikiluaq, NU — Hotel reopened, offering accommodations

once again to residents and visitors.
Kugluktuk Co-op — Purchased the Coppermine Hotel,

expanding local services. Igloolik Co-op — FNBC community banking centre

opened, providing vital financial services.
lle ala Crosse Co-op — Assets sold to Meadow Lake

Co-op, maintaining a sustainable and ongoing Co-op Whale Cove, NU Emergency Response — A temporary
presence in the community. store was established within one week of the catastrophic

fire in August 2024, ensuring continued service to the
Whale Cove - Reopened the Inns North Hotel, bringing an community.

essential service back to the community.

Subsidiary Contributions 2025 Looking Ahead

Subsidiaries provided $3.6 million The focus for the upcoming year is sustainability,

in System benefits to Arctic CO-OpS. service, and strengthening local connections.

Beyond financial contributions, these « Financial stability and long-term sustainability

businesses enhance purchasing power, remain a priority, helping co-ops continue to thrive
ithin the F jon.

develop programs, and create other - the-FRdcTalion

valuable opportunities that support » Support and Service for Member Co-ops: A back-

: -basics approach, reinforcing standard practices
Co-ops across the Arctic. = PRI9aE My 9 P '
Rsia and strengthening local Boards and relationships. This

ties into the core theme of community-driven Co-ops,
reinforcing their role in shaping local economies.

Jack Ediger
Vice President
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Merchandising

& Logistics

Leadership and Strategic Growth: A new Vice President
joined Procurement, Supply Chain and Logistics, providing
leadership and guiding the division through key challenges
and opportunities.

Managing the FCL Outage: With 80% of food purchases
coming through Federated Co-operatives Limited (FCL),
an unexpected outage required quick action:

» New suppliers were secured, and existing assortments
expanded to maintain inventory.

« Through successful negotiations, Co-ops were not
charged for allocated and shipped products during
the outage, helping to protect margins.

« Supply gaps were identified that will strengthen future
business continuity plans.

Whale Cove Emergency Response: When a fire disrupted
Issatik Co-op’s retail operation, the response was immediate:

« Hampers and essential goods arrived in the community
within three days.

« Rush orders and multiple air cargo freighters supported
a temporary store.

Trade Show Strategy Revamp: A new procurement strategy
led to the cancellation of the 2025 Trade Show, shifting
focus to more timely Call to Orders (CTOs). This approach:

» Improves season product availability.
« Enhances product access and fulfillment rates.

« Gives General Managers more time to make informed
purchasing decisions.

» This approach provides time to gather community
feedback before placing orders.

Expanding the Supplier Network: Numerous new suppliers
were added, expanding product categories like electronics,
outdoor gear, soft goods, and produce. These additions
improve pricing, increase rebate opportunities, and
enhance product selection.

Pallet Toques - Protecting Freight and Reducing Waste:
Insulated pallet toques were introduced in 14 locations to
protect perishable goods during shipping. The results:

« Reduced labour as staff no longer need to unwrap
individual frost-wrapped boxes.

« Lower costs and less waste by keeping frost wrapping
(brown paper) out of landfills.

« Improved product quality upon arrival.

GST/HST Tax Relief Initiative: A federal tax relief program
was in effect from December 15, 2024, to February 15, 2025,
covering select groceries, drinks, snacks, children’s clothing,
and holiday essentials. A plan was executed to ensure
Co-ops and Members benefited fully from this exemption.

Strengthening Vendor and General Manager
Relationships: Collaboration between vendors, General
Managers, and Procurement Buyers will be a key focus.
Strengthening these connections will improve procurement
strategies and create a more responsive supply chain.

Expanding Business Continuity Planning: Lessons from the
FCL outage will guide the creation of stronger backup plans,
strengthening supply chain resilience and uninterrupted service.

Ongoing Infrastructure and Supply Chain Improvements:
Efforts will continue to optimize logistics, sourcing, and product
availability, helping Co-ops better serve their communities.

Robin Buchanan
Vice President
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Innovation &
Infrastructure Services

Full Starlink Implementation: The transition to 100%
Starlink connectivity has transformed internet access across
the Co-op System. This upgrade has significantly improved
communication between Co-ops and Home Office.

Electronic Shelf Labels (ESL): Five communities now
have electronic shelf labels with translation capabilities.
This technology enhances pricing accuracy and operational
efficiency while respecting local languages, strengthening
connections between Co-ops and their communities.

Cybersecurity Enhancements: With cyber security becoming
increasingly important, new cybersecurity measures have
been put in place to protect Co-op systems and data. These
improvements help safeguard operations and maintain trust
among members and stakeholders.

Construction Activities: Key projects completed by the
team in 2024 include the re-opening of the Issatik hotel
and temporary store and Tetlit hotel / C-store renovations.
Great progress was also made on the Lutsel K’e retail store
(Q2 2025 Opening) and Cambridge Bay hotel renovations.

Darrin Bizruchak
Vice President

New POS System (CounterPoint): We will continue with the
roll out of a new point-of-sale system. The new system will
streamline operations, improve data accuracy, and enhance
the in-store experience for Members and customers.

Expanding Electronic Shelf Labels (ESL) Technology:
Following the success of the initial rollout, electronic shelf
labels will be introduced in more Co-ops. This expansion
will improve operational efficiency and strengthen
community connections through multilingual capabilities.

Major Construction Projects: Key projects planned

for execution in 2025 include a large hotel expansion in
Pangnirtung, NU and a new retail store in Whale Cove, NU.
Along with significant renovation projects improving stores,
hotels, Co-op owned housing and POL garages.

Service 2025 Initiative: A new focus on improving service
delivery will help reduce turnaround times for Co-op
requests. This initiative is expected to increase efficiency
and satisfaction across the System.
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Stakeholder Relations

Strengthening Economic Growth and Collaboration:
Business development efforts have contributed to
improving economic well-being. A key example is the
collaboration with Nunavut Tunngavik Incorporated (NTI)
to promote participation in the democratic process.

» The Co-op System is democratically owned, and working

alongside designated Inuit organizations creates strong
synergies.

« Inuit-owned Co-ops and designated Inuit organizations
serve the same people, promoting economic resilience
and shared success.

Food Security Initiatives: Reducing food security remained

a priority in 2024, with multiple initiatives supporting
communities across the North:

» Partnerships with Food Banks Canada and Second Harvest:

Providing food directly to local community groups.

» Food Bank Support Program: Financial support to local
Food Banks for the purchase of food.

« Clyde River Food Support — Assisting with local food
security efforts.

» Hunter Support — Supporting traditional hunting practices

to encourage supply of fresh, local country food.

« Centrally Planned Promotions (CPP) Pilots: Launched a
new Ad Program to reduce food costs.

« Project Nunavut Partnership: Together with the Qikigtani

Inuit Association (QIA), supported the provision of
temperature-controlled storage for local hunters in
Pangnirtung and Kinngait, NU.

Impacted Pounds
Communities of Food
Qikigtaaluk Region 10 89,161
Kivallig Region 6 63,836
Kitikmeot Region 4 32,345
Mackenzie Region 3 19,900
23 205,242

Arctic Co-operatives Limited | Arctic Co-operative Development Fund | 2024 Annual Report

Enhanced Marketing Program: Marketing efforts will focus
on growing the advertising program and making its benefits
clear to Member Co-ops.

Continuing Food Security Efforts: Ongoing initiatives
will build on the progress made in 2024, supporting
sustainable food access across Northern communities.
Partnerships will continue with key organizations to
expand programs that improve food availability.

« Stronger Engagement with Inuit Organizations:

Proactive collaboration with regional Inuit associations,
designated Inuit organizations, and other stakeholders
will be a key focus. Strengthening these relationships
will create new opportunities for economic development,
community support, and long-term sustainability.

Duane Wilson
Vice President
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Finance

Financial Strength and Risk Management:

Successfully recovered $3.1 million in past-due debt
on behalf of Member Co-ops through the Collection
Program, bringing total collections to $16.3 million since
launching the program.

Launched a multi-year risk mitigation strategy to enhance
the protection of Member Co-ops’ assets, including
proactive risk assessments and security improvements
to strengthen long-term sustainability.

Evolving Insurance Landscape:

16.

Rising property values and increased claims at some Local
Member Co-ops led to adjustments in insurance premiums.
This highlighted the importance of the new risk mitigation
strategy and proactive asset protection measures.

5 Glenn Williams

| Chief Financial Officer

Strategic Portfolio Adjustments:

« The conclusion of the Chrono Aviation investment
allowed Arctic co-ops to refocus financial resources
on core initiatives. While this transition required finance
adjustments, proactive reserve management helped
offset the impact. This shift strengthens financial
resilience and aligns with long-term priorities.

Enhanced Financial Administration in Nunavut:

« The transition to full audits for Nunavut Member Co-ops
is strengthening financial accountability and governance.
Though the increased requirements extended year-
end processes, these audits align Co-ops with evolving
regulatory expectations.

Legal and Governance Developments:

« Collaborated with the boards of Great Bear and Kapami
Co-op to draft and implement new bylaws, to establish
strong governance structures.

« Provided legal support for Member Co-ops with high
accounts receivables, launching small claims campaigns
that successfully recovered over $100,000 for
Katudgevik and Padlei Co-op.

« Engaged with the Government of Nunavut to advocate
for changes to the Co-op audit requirement, highlighting
its impact on Nunavut Member Co-ops.
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Financial Stability and Risk Management:

Continue implementing the multi-year risk mitigation
strategy, with a focus on risk audits, asset valuations,
and Federation-wide training.

Strengthen management of local accounts receivable
by increasing legal action on delinquent accounts to
support Co-op financial health.

Audit and Compliance Improvements

» Work closely with external auditors to streamline
year-end processes and improve completion timelines
for 2025 audits.

Legal and Governance Enhancements

» Expand the small claims recovery program to additional
Co-ops requiring support with accounts receivable.

« |dentify two additional Co-ops in need of governance updates
and collaborate with their boards to draft new bylaws.
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Arctic Co-operative Development
Fund: Strengthening Communities
Through Collaboration

For over 38 years, the Arctic Co-operative Development Fund (ACDF) has provided
Member Co-ops with accessible and effective financial services, supporting the growth
and sustainability of the Arctic Co-ops System. As a financial service co-operative owned
and controlled by Member Co-ops, ACDF pools resources to offer financing solutions
tailored to the unique needs of Arctic communities across the three Canadian territories.

Supporting Growth
and Sustainability

ACDF'’s services are designed to promote financial stability,
operational growth, and sound business practices across
Member Co-ops. In 2024, ACDF facilitated $44 million

in financing, enabling significant reinvestment in Arctic
communities. ACDF services include:

+ Resupply Program Financing: Short-term financing
allowing Member Co-ops to purchase up to one year’s
supply of inventory in winter or summer and benefit from
System-wide volume discounts and offer competitive
pricing to their communities. In 2024, ACDF provided $29
million Resupply Program financing to Member Co-ops.

« Development Financing: Short and long-term financing
for facility improvements, equipment and system

upgrades, vehicle purchases, and new business ventures.

In 2024, ACDF provided $11 million in development
financing.

» Debt Refinancing: Flexible refinancing options to help
Co-ops manage long-term debt and maintain financial
health. In 2024, ACDF provided refinancing loans
totaling $4 million.

Co-operative
Principles in Action

ACDF'’s approach embodies co-operative values by fostering
collaboration and respecting local autonomy. Its partnership
with Arctic Co-ops provides unified support for Member Co-
ops, enabling them to meet their community’s unigue needs.

Reinforcing the cooperative principle of Member ownership,
ACDF returns profits back to its Members through patronage
refunds. This sets ACDF apart from conventional lenders
who extract profits permanently from the region. Over the
past 38 years, 64% of all interest earned has been returned
to Co-ops as patronage dividends. In 2024, 152% of interest
earned was returned to Member Co-ops, reflecting ACDF’s
commitment to reinvesting in the Arctic economy.

Glenn Williams

Chief Financial Officer f

4
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To the Members of Arctic Co-operatives Limited:

Opinion

We have audited the consolidated financial statements of
Arctic Co-operatives Limited (the “Co-operative”), which
comprise the consolidated balance sheet as at December
31, 2024, and the consolidated statements of savings,
retained savings, reserve, cash flows and related schedules
for the year then ended, and notes to the consolidated
financial statements, including a summary of significant
accounting policies.

In our opinion, the accompanying consolidated financial
statements present fairly, in all material respects, the
consolidated financial position of the Co-operative as at
December 31, 2024, and the results of its consolidated
operations and its consolidated cash flows for the year then
ended in accordance with Canadian accounting standards
for private enterprises.

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
Auditor’'s Responsibilities for the Audit of the Consolidated
Financial Statements section of our report. We are
independent of the Co-operative in accordance with the
ethical requirements that are relevant to our audit of the
consolidated 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 Consolidated
for the Financial Statements

Management is responsible for the preparation and fair
presentation of the consolidated financial statements in
accordance with Canadian accounting standards for private
enterprises, and for such internal control as management
determines is necessary to enable the preparation of
consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements,
management is responsible for assessing the Co-operative’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 Co-operative or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for
overseeing the Co-operative’s financial reporting process.
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Our objectives are to obtain reasonable assurance about
whether the consolidated financial statements as a whole
are free from material misstatement, whether due to fraud
or error, and to issue an auditor’s 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 these
consolidated 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:

« Identify and assess the risks of material misstatement of the
consolidated 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.

« 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 Co-
operative’s internal control.

22.

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

« 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 Co-operative’s ability
to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw
attention in our auditor’s report to the related disclosures
in the consolidated 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 auditor’s report. However, future
events or conditions may cause the Co-operative to
cease to continue as a going concern.

» Evaluate the overall presentation, structure and content
of the consolidated financial statements, including the
disclosures, and whether the consolidated financial
statements represent the underlying transactions and
events in a manner that achieves fair presentation.

« Plan and perform the group audit to obtain sufficient
appropriate audit evidence regarding the financial
information of the entities or business units within the
Co-operative as a basis for forming an opinion on the
consolidated financial statements. We are responsible
for the direction, supervision and review of the audit
work performed for the purposes of the group audit. We
remain solely responsible for our audit opinion.

We 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.

Winnipeg, Manitoba
March 6, 2025

MNP cer

Chartered Professional Accountants
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Consolidated Balance Sheet

As at December 31, 2024

2024 2023

Assets
Current assets
Cash 14,456,467 5,728,438
Accounts receivable (Note 3) 55,191,704 57,679,928
Income taxes recoverable 385,452 328,430
Inventory (Note 4) 10,566,617 9,104,041
Prepaid expenses and other assets 379,287 4,457,404
80,979,527 77,298,241
Investments (Note 5) 34,568,679 37,926,322
Property and equipment (Note 6) 17,871,561 20,333,538
Intangible assets (Note 7) 1,135,000 1,135,000
Future income taxes (Note 8) 2,085,100 1,926,100
136,639,867 138,619,201
Liabilities
Current liabilities
Accounts payable 7,069,307 5,578,789
Accrued liabilities (Note 9) 9,895,133 8,213,720
Member deposits 39,161,890 29,645,172
Pension deposits 4,681,618 3,529,364
Guarantee (Note 10) 2,387,766 2,294,822
Current portion of long-term debt (Note 11) 6,599,856 595,797
69,795,570 49,857,664
Long-term debt (Note 11) 5,740,203 6,343,856
75,535,773 56,201,520
Guarantee (Note 10)
Commitments (Note 14)
Members’ Equity
Share capital (Note 12) 23,311,311 41,430,306
Reserve (Note 13) 14,300,000 14,300,000
Retained earnings 23,492,783 26,687,375
61,104,094 82,417,681
136,639,867 138,619,201

Approved on behalf of the, Botrdyimctom
’ A ”~ rs

vy / 4 b
S/ Gn AYF Y/

Director
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Consolidated Statement of Savings

For the year ended December 31, 2024

2024 2023

Sales (Note 16) 340,627,762 337,790,352
Cost of products sold 298,648,387 295,982,417
41,979,375 41,807,935
Gross margin percentage 12.3 % 12.4 %
Operating and administration expenses (Schedule 1) 38,171,648 36,099,763
3,807,727 5,708,172
Amortization 2,570,880 2,754,951
1,236,847 2,953,221
Other income (Schedule 2) 3,845,056 9,913,268
Net savings before income taxes 5,081,903 12,866,489
Provision (recovery) for income taxes
Current 85,495 699,588
Future (159,000) 216,200
(73,505) 915,788
Net savings 5,155,408 11,950,701
Distribution of net savings
Patronage allocation (Note 12) 8,350,000 9,300,000
Balance of net savings (loss) transferred to retained savings (3,194,592) 2,650,701
Net savings 5,155,408 11,950,701

Consolidated Statement of Retained Savings

For the year ended December 31, 2024

2024 2023

Retained savings, beginning of year 26,687,375 24,036,674
Transfer from net savings (loss) for the year (3,194,592) 2,650,701
Transfer to reserve (Note 13) - -
Retained savings, end of year 23,492,783 26,687,375

Consolidated Statement of Reserve

For the year ended December 31, 2024

2024 2023

Reserve, beginning of year 14,300,000 14,300,000
Transfer from retained savings (Note 13) - -
Reserve, end of year 14,300,000 14,300,000
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Consolidated Statement of Cash Flows

For the year ended December 31, 2024

2024 2023

Cash provided by (used for) the following activities
Operating activities

Net savings 5,155,408 11,950,701
Amortization of property and equipment 2,570,880 2,754,951
Amortization of aircraft reserve repair and maintenance fund 1,374,609 1,288,219
Future income taxes (159,000) 216,200
Gain on disposal of property and equipment (1,184,393) -
Gain on sale of investment in 5062 Nunavut Ltd. - (2,951,028)
Impairment loss on aircraft held for sale 334,663 -
Impairment loss on aircraft reserve repairs and maintenance fund 3,928,902 -
Impairment of investments 619,932 612,956
Income from equity investments (1,449,967) (1,630,878)
Loan guarantee provision 92,943 (109,410)
Loss on inventory write-off 40,540 68,629
Non-cash increase in investments (1,507,253) (2,366,845)
Non-controlling interest in subsidiaries - 41
9,817,264 9,833,536
Changes in working capital accounts

Accounts receivable (12,081,911) (14,757,967)
Income taxes recoverable (57,022) 384,577
Inventory (1,503,116) (596,309)
Prepaid expenses and other assets (1,225,394) (2,752,549)
Accounts payable 1,490,518 597,691
Accrued liabilities 1,681,413 (3,307,145)
(1,878,248) (10,598,166)

Financing activities
Advances of long-term debt 6,150,000 -
Repayments of long-term debt (749,594) (560,347)
Repayment of Canada Emergency Business Account loan - (40,000)
Member and pension deposits 10,668,973 2,039,506
Share capital redemptions (11,898,860) (10,654,502)
4,170,519 (9,215,343)

Investing activities
Purchases of property and equipment (860,173) (2,027,146)
Proceeds on disposal of property and equipment 1,601,000 -
Purchase of investments (12,997) (57,635)
Proceeds on redemption of investments 4,339,178 10,296,533
Dividends received from equity investments 1,368,750 1,012,500
6,435,758 9,224,252
Increase (decrease) in cash resources 8,728,029 (10,589,257)
Cash resources, beginning of year 5,728,438 16,317,695
Cash resources, end of year 14,456,467 5,728,438
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Notes to the Consolidated Financial Statements

For the year ended December 31, 2024

26.

Basis of reporting

These consolidated financial statements include the accounts of Arctic Co-operatives Limited and its wholly
owned subsidiaries, 4624 Nunavut Ltd., Eastern Arctic T.V. Limited, 8291292 Canada Ltd., 9368-2011 Quebec
Inc., and 5062 Nunavut Ltd., of which the Co-operative owned 76% until December 15, 2023. Subsidiaries

are those entities which the Cooperative controls by having the power to govern the financial and operating
policies. The results of subsidiaries acquired or disposed of during the year are included in these consolidated
financial statements from the effective date of acqusition or up to the effective date of disposal, as appropriate.
Intercompany transactions, balances, income and expenses, and profits and losses are eliminated.

Significant accounting policies

The consolidated financial statements of Arctic Co-operative Limited (the Co-operative) have been prepared
in accordance with Canadian accounting standards for private enterprises set out in Part Il of the CPA Canada
Handbook - Accounting, as issued by the Accounting Standards Board in Canada and include the following
significant accounting policies:

Inventory

Inventory is valued at the lower of cost and net realizable value. Costs include the purchase cost and
transportation expenses incurred to bring inventories to their present location.

Investments

The equity method is a basis of accounting for investments whereby the investment is initially recorded at cost
and the carrying value, adjusted thereafter to include the investor’s pro rata share of post-acquisition earnings
of the investee. The amount of the adjustment is included in the determination of net income by the investor,
and the investment account of the investor is also increased or decreased to reflect the investor's share of
capital transactions. Profit distributions received or receivable from an investee reduce the carrying value of the
investment.

Equity method investments include Nunavut Sealink and Supply Inc. (37.5%). The Co-operative has elected to
account for investments over which it is able to exercise significant influence by the equity method.

The cost method is a basis of accounting for investments whereby the investment is initially recorded at cost
and earnings from such investments are recognized only to the extent received or receivable.

The Co-operative’s portfolio investments, consisting of shares of non-publicly traded companies whereby the

Co-operative is not able to exercise significant influence over these investments are accounted for by the cost
method, including the Cooperative’s investment in Arctic Co-operative Development Fund (ACDF), a company

related by virtue of common control.

When there is an indication of impairment, the Co-operative determines whether a significant adverse change
has occurred during the year in the expected timing or amount of future cash flows from the investment. If the
Co-operative identifies a significant adverse change, the carrying amount of the investment is reduced directly
to the higher of the present value of the cash flows expected to be generated by holding the investment, and
the amount that could be realized by selling the asset at the balance sheet date. The amount of the reduction
is recognized as an impairment loss in net savings. A previously recognized impairment loss may be reversed
to the extent of improvement, provided the adjusted carrying amount of the investment is no greater than the
amount that would have been reported at the date of the reversal had the impairment not been recognized
previously. The amount of the reversal is recognized in net savings in the year the reversal occurs.
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Property and equipment
Property and equipment are initially recorded at cost.

Assets under construction are not amortized until in use. Government assistance received towards the purchase
of property and equipment is amortized on the same basis as the related assets.

Amortization is provided using the following methods at rates intended to amortize the cost of assets over their
estimated useful lives.

Method Rate

Buildings declining balance 4-10 %
Aircraft held for sale -
Furniture, fixtures and equipment declining balance 12-30 %
Leasehold improvements over term of lease -
Computer equipment declining balance 30 %
Computer equipment straight-line 5 years
Containers declining balance 20 %
Vehicles declining balance 30 %

Assets under construction -

Long-lived assets held for sale are measured at the lower of their carrying amount or fair value less costs to sell.
As of December 31, 2024 the aircraft is classified as held for sale and will no longer be amortized.

Intangible assets

Intangible assets are recorded at cost. Government assistance received towards the purchase of intangible assets
is amortized on the same basis as the related asset.

Intangible assets recognized separately from goodwill and subject to amortization are recorded at cost and
amortized using the straight-line method at a rate intended to amortize the cost of the intangible assets over their
estimated useful life.

Brand name is not amortized as it has an indefinite useful life.
Impairment of long-lived assets

An impairment loss is recognized when the carrying amount of a long-lived asset is not recoverable and exceeds its
fair value; it is measured as the amount by which the carrying amount of a long-lived asset exceeds its fair value. The
carrying amount of a long-lived asset is not recoverable if the carrying amount exceeds the sum of the undiscounted
cash flows expected to result from its use and eventual disposition. A long-lived asset is tested for recoverability
whenever events or changes in circumstances indicate that its carrying amount may not be recoverable.
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28.

Income taxes

The Co-operative accounts for income taxes using the future income taxes method. Under this method, future
income tax assets and liabilities are recorded based on temporary differences between the carrying amount of
balance sheet items and their corresponding tax bases. In addition, the future benefits of income tax assets,
including unused tax losses, are recognized, subject to a valuation allowance, to the extent that it is more likely
than not that such future benefits will ultimately be realized. Future income tax assets and liabilities are measured
using substantively enacted tax rates and laws expected to apply when the tax liabilities or assets are to be either
settled or realized.

Income taxes for the current year are calculated after providing for patronage refunds of $8,350,000 (2023 -
$9,300,000), which the Co-operative is proposing to distribute out of current year's savings and retained net
savings, and which are deductible for tax purposes.

Member deposits and other reserves

Member deposits are amounts received from member co-operatives which are held by the Co-operative for future
programs and to enhance further cable system development. These deposits are interest bearing and due on
demand. This balance also includes a reserve for the potential obligations resulting from the guarantee of member
co-operatives’ loans (Note 10).

Revenue recognition

Sales revenue earned on member purchases is recorded at the time the Co-operative receives the invoices from
the vendor as sales generally represent items purchased for direct shipment to member co-operatives. Sales
revenue earned on services, including those related to the hotel, provided to members and non-members is
recorded when the services are rendered and the amounts are fixed or can be determined and the ability to collect
is reasonably assured.

Other income, dividends from portfolio investments and interest income are recognized as revenue when received
or receivable.

Measurement uncertainty (use of estimates)

The preparation of financial statements 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 revenue and expenses during the reporting period.

Accounts receivable are stated after evaluation as to their collectability and an appropriate allowance for doubtful
accounts is provided where considered necessary. Amortization is based on the estimated useful lives of property
and equipment and intangible assets. Management has estimated the value of inventory based upon the lower

of cost or their assessment of the realizable amount less selling costs. The Co-operative periodically assess its
liabilities and contingencies related to income taxes for all years open to audit based on the latest information
available. For matters where it is probable that an adjustment will be made, the Co-operative records its best
estimate of the tax liability including the related interest and penalties in the current tax provision. Management
believes that they have adequately provided for the probable outcome of these matters; however, the final
outcome may result in a materially different outcome than the amount included in the tax liabilities.

The financial statements include a provision for the loans guaranteed as disclosed in Note 10. The provision is
based on management’s understanding of the financial condition of the applicable member co-operatives and
discussions with the related lenders.

These estimates and assumptions are reviewed periodically and, as adjustments become necessary they are
reported in earnings in the years in which they become known.

Financial instruments

The Co-operative recognizes its financial instruments when the Co-operative becomes party to the contractual
provisions of the financial instrument.
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Arm'’s length financial instruments

Financial instruments originated/acquired or issued/assumed in an arm’s length transaction (“arm’s length financial
instruments”) are initially recorded at their fair value.

At initial recognition, the Co-operative may irrevocably elect to subsequently measure any arm’s length financial
instrument at fair value. The Co-operative has not made such an election during the year.

The Co-operative subsequently measures investments in equity instruments quoted in an active market and all
derivative instruments, except those designated in a qualifying hedging relationship or that are linked to, and must
be settled by delivery of, unquoted equity instruments of another entity, at fair value. Fair value is determined by
published price quotations. Investments in equity instruments not quoted in an active market and derivatives that
are linked to, and must be settled by delivery of, unquoted equity instruments of another entity, are subsequently
measured at cost less impairment. With the exception of financial liabilities indexed to a measure of the Co-
operative’s performance or value of its equity and those instruments designated at fair value, all other financial
assets and liabilities are subsequently measured at amortized cost.

Transaction costs and financing fees directly attributable to the origination, acquisition, issuance or assumption of
financial instruments subsequently measured at fair value are immediately recognized in net earnings. Conversely,
transaction costs and financing fees are added to the carrying amount for those financial instruments subsequently
measured at cost or amortized cost.

Related party financial instruments

The Co-operative initially measures the following financial instruments originated/acquired or issued/assumed
in a related party transaction (“related party financial instruments”) at fair value:

« Investments in equity instruments quoted in an active market
» Debt instruments quoted in an active market

« Debt instruments when the inputs significant to the determination of its fair value are observable
(directly or indirectly)

« Derivative contracts.

All other related party financial instruments are measured at cost on initial recognition. When the financial
instrument has repayment terms, cost is determined using the undiscounted cash flows, excluding interest,
dividend, variable and contingent payments, less any impairment losses previously recognized by the transferor.
When the financial instrument does not have repayment terms, but the consideration transferred has repayment
terms, cost is determined based on the repayment terms of the consideration transferred. When the financial
instrument and the consideration transferred both do not have repayment terms, the cost is equal to the carrying or
exchange amount of the consideration transferred or received.

At initial recognition, the Co-operative may elect to subsequently measure related party debt instruments that are
quoted in active market, or that have observable inputs significant to the determination of fair value, at fair value.

The Co-operative subsequently measures investments in equity instruments quoted in an active market and all
derivative instruments, except those designated in a qualifying hedging relationship or that are linked to, and must
be settled by delivery of, unquoted equity instruments of another entity, at fair value. Fair value is determined by
published price quotations. Financial instruments that were initially measured at cost and derivatives that are linked
to, and must be settled by, delivery of unquoted equity instruments of another entity, are subsequently measured
using the cost method less any reduction for impairment.

Transaction costs and financing fees directly attributable to the origination, acquisition, issuance or assumption of
related party financial instruments are immediately recognized in net earnings.

Government assistance

Claims for assistance under various government programs are recorded as income in the period in which there is
reasonable assurance that it will comply with the conditions required and that the assistance will be received.
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3. Accounts receivable

Accounts receivable are recorded net of an allowance for doubtful accounts as follows:

2024 2023

Members’ accounts 27,416,214 37,006,318
Allowance for doubtful accounts (3,792,158) (4,802,170)

23,624,056 32,204,148
Non-members’ accounts (Note 15) 34,479,188 26,361,108
Allowance for doubtful accounts (2,911,540) (885,328)

31,567,648 25,475,780

55,191,704 57,679,928

4. Inventory

Retail operations 5,609,174 4,709,497
Canadian Arctic Producers division 1,846,393 1,979,437
Merchandising operations 2,270,012 1,214,850
Cable operations 756,025 1,173,825
Hotel supplies 85,013 26,432

10,566,617 9,104,041

Inventories are written down to estimated net realizable value when the cost of inventories is estimated to be
greater than the anticipated selling price.

The amount of inventories recognized as an expense within cost of product sold is $17,906,348 (2023 -
$19,832,679). The balances of cost of product sold represents items purchased for direct shipment to member
co-operatives.
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Investments

Investments include:

2024 2023

Fixed income

Bank of Nova Scotia - Guaranteed Investment Certificate, bears interest 4,920,000 6,000,000
ranging from 1.10-4.50%, maturing May 2025 - May 2026 (Note 10)

Equity investments

Nunavut Sealink and Supply Inc. - 37.5% 3,659,004 3577787
Portfolio investments - at cost
The Co-operators Group Limited - class D preferred shares 10,971,900 12,971,900
Federated Co-operatives Limited - member shares 10,632,273 10,464,384
ACDF - member shares 2,661,723 2,581,536
First Nations Bank of Canada - common shares 1,318,063 1,305,066
Canada Co-operative Investment Fund - common shares 283,432 283,433
Guild Stationers - class D shares 116,064 116,064
Guild Stationers - common shares 6,000 6,000
The Co-operators Group Limited - member shares 170 170
Linux Canada - common shares 25 25
Chrono Aviation Cargo Inc. - common shares 25 25
9266-4325 Quebéc Inc. - common shares (net of impairment of $227,323 } 997323
(2023 - $225,826)) :
Chrono Aviation Inc. - common shares (net of impairment of $227,323 _ 997393
(2023 - $225,826)) )
Services Aériens Lux Inc. - common shares (net of impairment of $82,643 } 82 643
(2023 -$80,652)) )
9351-7399 Québec Inc. - common shares (net of impairment of $82,643 _ 82 643
(2023 - $80,652)) '
25,989,675 28,348,535
34,568,679 37,926,322
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6. Property and equipment

Accumulated 2024

Cost amortization Net book value

Land 473,050 - 473,050
Buildings 15,636,086 6,955,469 8,680,617
Aircraft held for sale 4,622,400 - 4,622,400
Furniture, fixtures and equipment 7,683,798 6,294,419 1,389,379
Leasehold improvements 284,610 235,107 49,503
Computer equipment 9,207,846 7,317,427 1,890,419
Containers 2,602,877 1,962,598 640,279
Vehicles 509,328 434,400 74,928
Assets under construction 50,986 - 50,986
41,070,981 23,199,420 17,871,561

Cost Accumulated 2023 Net book

amortization value
Land 473,050 - 473,050
Buildings 16,152,913 6,731,753 9,421,160
Aircraft 7,210,273 1,351,926 5,858,347
Furniture, fixtures and equipment 7,983,296 6,317,214 1,666,082
Leasehold improvements 381,708 318,511 63,197
Computer equipment 8,855,292 6,762,954 2,092,338
Containers 2,454,372 1,812,904 641,468
Vehicles 509,328 391,432 117,896
44,020,232 23,686,694 20,333,538

7. Intangible assets
Accumulated 2024 2023
Cost amortization Net book value Net book value
Brand name 1,135,000 - 1,135,000 1,135,000
Customer relationships 3,139,000 3,139,000 - -
4,274,000 3,139,000 1,135,000 1,135,000
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10.

Future income taxes

The tax effect of temporary differences which give rise to the future income taxes is from differences between
accounts deducted for accounting and income tax purposes for the below items.

2024 2023

Future income tax asset

Allowance for bank guarantees 621,000 596,000
Property and equipment 242,200 281,800
Intangibles 938,200 990,700
Non-capital loss carryforward 442,200 706,900
Net capital loss carryforwards 715,500 -

2,959,100 2,575,400

Future income tax liability

Property and equipment (483,000) (383,500)
Intangibles (31,000) (28,000)
Valuation allowance (360,000) (237,800)

(874,000) (649,300)

2,085,100 1,926,100

Government remittances payable
Included in accrued liabilities are total government remittances payable of $290,278 (2023 - $79,783 receivable).
Guarantee

The Co-operative has entered into an arrangement to guarantee certain loan obligations of one of its member
cooperatives. The balance as at December 31, 2024 is as follows:

« Sanavik Co-operative Association Limited, $4,775,521 (2023 - $4,489,644), bearing interest of 3.18%, expiring
on December 26, 2026.

The Co-operative has pledged amounts currently on deposit with the lender as security for the guarantee. The loan
requires the members and the Co-operative to maintain certain debt and interest coverage ratios. On December 31,
2024, the members and the Co-operative are in compliance with these covenants. While the loan is the obligation of
the members, at December 31, 2024, the Co-operative maintains a reserve for the potential risk associated with the
guarantee of $2,387,765 (2023 - $2,294,822). This reserve is included within member deposits and other reserves
on the balance sheet.
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1.

34.

Long-term debt

2024 2023

(a) Loan bearing interest at 6.15%, repayable in monthly principal and interest
payments of $83,831, due December 2025 secured by the aircraft 6,343,856 6,939,653
(b) Long-term loan bearing interest at 6.77%, repayable in monthly principal and 5 459 995 ~
interest payments of $49,632, due April 1, 2025. ' !

(c) Long-term loan bearing interest at 6.77%, repayable in monthly principal and

interest payments of $4,875, due April 1, 2025. 536,208 )

12,340,059 6,939,653

Less: current portion of long-term debt 6,599,856 595,797

5,740,203 6,343,856

Principal repayments on long-term debt in each of the next five years and thereafter, assuming long-term loans (b)
and (c) are renewed under similar terms, are estimated as follows:

2025 6,599,856
2026 281,301
2027 293,525
2028 313,027
2029 335,887
Thereafter 4,516,463

12,340,059

Long-term debt is subject to certain financial covenants with respect to minimum Debt Service Coverage Ratios

of 1.20. As at December 31, 2024, the Co-operative is in violation with one of the covenants, long-term loan (c),
for which the lender provided a written waiver stating that it will not demand repayment of the debt for a period

of more than one year from December 31, 2024. It is management’s opinion that the Company will not violate

this covenant at future compliance dates within one year of the balance sheet date. Subsequent to year-end, the
Company successfully negotiated extensions of long-term loans (b) and (c) with the lender. The fixed interest rate
on long-term loan (b) has changed to 6.06%, repayable in monthly blended payments of $47,096 due April 1, 2026.
The fixed interest rate on long-term loan (c) has changed to 6.66%, repayable in monthly blended payments of
$4,797.30 due April 1, 2026.
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Share capital

Changes during the year in issued common shares were as follows:

2024 2023

Issued
Common shares
- Balance, beginning of year 41,430,306 42,784,808
- Share capital redemptions (26,468,995) (10,654,502)
- Patronage allocation 8,350,000 9,300,000
Balance, end of year 23,311,311 41,430,306

The shares are issued and redeemed at $1 each.

Share capital redemptions of $14,570,135 (2023 - $897,178) were used to repay members’ accounts receivable
of the same amount.

Reserve

In accordance with Section 30 of the Consolidation of Co-operative Associations Act of the Northwest Territories,
the Cooperative must designate a reserve amount equal to $35,000 plus 10% of the value of the assets in excess
of $150,000. As at December 31, 2024, the Co-operative has met the required amount.

Commitments

The Co-operative has an operating lease commitment for premises requiring approximate annual rental payments
as follows:

2025 673,425
2026 384,480
2027 281,708
2028 171,529

Related party balances and transactions

a) Included in the non-members’ accounts receivable balance is $6,108,997 (2023 - $2,623,336) due from
related parties.

b) Expenses of $1,040,275 (2023 - $1,021,101) for Board of Directors, communication, management advisory
and education, meetings and travel, member and public relations, office, professional services and wages
and benefits were allocated to and received from ACDF for shared operating expenses.

c) Purchases from related parties were $5,196,532 (2023 - $6,182,547).

The above noted transactions are recorded at the exchange amount agreed to by the related parties. Related
parties include ACDF and Nunavut Sealink and Supply Inc.

Government assistance

During the year, the Co-operative received $25,410,339 (2023 - $24,425,172) in government subsidies from
Nutrition North Canada to provide residents in northern communities with improved access to nutritious food.
The Co-operative applies these subsidies to reduce the cost of members’ purchases. Included in sales are
$138,600 (2023 - $138,600) of administration fees from Nutrition North Canada.
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Pension

The Co-operative and qualifying employees make contributions to a multi-employer defined contribution plan.
The Cooperative matches employee contributions at a rate of 6% of the employee salary. The expense and
payments for the year ended December 31, 2024 were $636,354 (2023 - $600,676).

Financial instruments

The Co-operative, as part of its operations, carries a number of financial instruments. It is management’s opinion
that the Co-operative is exposed to interest, credit, liquidity risks arising from these financial instruments except
as otherwise disclosed.

Credit risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by failing
to discharge an obligation.

The Co-operative is exposed to credit risk from its members. However, the Co-operative has a large number of
members, which minimizes the concentration of credit risk.

The Co-operative is also exposed to credit risk from its non-members. As at December 31, 2024 there was one
customer (2023 - nil) who accounted for 51% (2023 - nil) of non-member receivables. The Co-operative has
allowed for $2,435,874 of this receivable and deems the remainder collectable as payments have been made
subsequent to year-end and a formal payment plan was approved.

Liquidity risk
Liquidity risk is the risk that the Co-operative will encounter difficulty in meeting obligations associated with

financial liabilities.

Liquidity risk management serves to maintain an adequate amount of cash and to ensure the Co-operative has
sufficient financing available. The Co-operative established budgetary and cash forecasts to ensure it has the
funds necessary for fulfilling its obligations.

Adequate credit facilities to support short-term operating requirements are maintained to support operations. A credit
line facility of up to $5.0 million is maintained with the Bank of Nova Scotia. The operating line of credit is secured
by the Cooperative’s accounts receivable and inventory. As at December 31, 2024, the facility was not drawn upon.
Subsequent to year-end, the credit line facility has increased up to $10.0 million, effective February 14, 2025.

Interest rate risk

Interest rate risk is the risk that the value of a financial instrument might be adversely affected by a change in
the interest rates. Changes in market interest rates may have an effect on the cash flows associated with some
financial assets and liabilities, known as cash flow risk, and on the fair value of other financial assets or liabilities,
known as price risk.

In seeking to minimize the risks from interest rate fluctuations, the Co-operative manages exposure through its
normal operating and financing activities. The Co-operative is exposed to interest rate risk primarily through its
fixed rate long-term debt and available credit facility that bears interest at variable rates.

Comparative figures

Certain comparative figures have been reclassified to conform with current year presentation.
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Consolidated

Schedule 1 - Schedule of Operating and administration expenses
For the year ended December 31, 2024

2024 2023

Operating and administration expenses

Advertising and promotion 690,899 833,364
Amortization of aircraft reserve repair and maintenance fund 1,374,609 1,288,219
Annual trade show and conference 127,916 146,824
Bad debt expense 2,737,373 1,571,697
Bank fees 116,026 100,967
Board of Directors (Note 15) 434,501 458,572
Communication 282,100 390,417
Freight and postage 268,986 60,222
Fuel rebate 675,823 893,988
Insurance 994,954 1,024,150
Inventory markdowns 185,886 118,908
Management fees - 410,720
Other expenses 415,275 487,735
Professional development 264,708 353,053
Professional services 2,150,498 589,286
Rent 1,020,220 1,089,443
Repairs and maintenance 921,121 1,171,037
Salaries and benefits 20,283,320 19,941,893
Scholarships 22,000 62,469
Software licensing 974,879 892,626
Supplies 512,282 486,642
Taxes and licences 312,510 276,273
Travel 2,379,130 2,264,805
Utilities 1,026,632 1,186,453

38,171,648 36,099,763

Consolidated

Schedule 2 - Schedule of Other income (expense)
For the year ended December 31, 2024

2024 2023

Other income (expense)

Dividends from portfolio investments 2,703,493 3,886,177
Gain on disposal of property and equipment 1,184,393 -
Gain on sale of investment in 5062 Nunavut Ltd. - 2,951,028
Impairment loss on aircraft held for sale (334,663) -
Impairment loss on aircraft reserve repairs and maintenance fund (3,928,902) -
Impairment of investment in Chrono group (Note 5) (619,932) (612,956)
Income from equity investments 1,449,967 1,630,878
Interest income, net of interest expense (Note 11) (90,295) (897,588)
Other income 3,480,995 2,955,729

3,845,056 9,913,268
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Independent Auditor’s Report

To the Members of Arctic Co-operatives Limited:

Opinion

We have audited the financial statements of Arctic
Co-operative Development Fund (the “Company”),

which comprise the balance sheet as at December 31,
2024, and the statements of savings, retained savings
and cash flows for the year then ended, and notes to the
financial statements, including a summary of significant
accounting policies.

In our opinion, the accompanying financial statements
present fairly, in all material respects, the financial position
of the Company as at December 31, 2024, and the results
of its operations and its cash flows for the year then ended
in accordance with Canadian accounting standards for
private enterprises.

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 Auditor’s
Responsibilities for the Audit of the Financial Statements
section of our report. We are independent of the Company
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.
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Responsibilities of
Management for the
Financial Statements

Management is responsible for the preparation and fair
presentation of the financial statements in accordance

with Canadian accounting standards for private enterprises,
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 Company’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 Company or to cease operations, or has no realistic
alternative but to do so.

Those charged with governance are responsible for
overseeing the Company’s financial reporting process.
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Our objectives are to obtain reasonable assurance about
whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error,

and to issue an auditor’s 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 these 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:

« |dentify 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.

« 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
Company’s internal control.

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

40.

« 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 Company’s ability to continue as a
going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor's
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 auditor’s report. However,
future events or conditions may cause the Company to
cease to continue as a going concern.

» Evaluate the overall presentation, structure and content
of the financial statements, including the disclosures,
and whether the financial statements represent the
underlying transactions and events in a manner that
achieves fair presentation.

We 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.

Winnipeg, Manitoba
March 6, 2025

MNP Lep

Chartered Professional Accountants
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Balance Sheet

As at December 31, 2024

Assets
Cash 811,198 24,367
Accrued interest receivable 231,209 189,104
Investments (Note 4) 5,270,000 6,000,000
Member co-operatives financing receivable (Note 5), 48258762 39,720,528
(Note 6)
Income taxes recoverable 9,348 5,494
Future income taxes (Note 7) 780,320 1,308,230
55,360,837 47,247,723
Liabilities 6,201,904 2,841,903
Accounts payable (Note 8)
Guarantees (Note 9) 2,538,333 4,233,990
8,740,237 7,075,893
Members’ Equity
Share capital (Note 10) 32,718,044 27,700,858
Contributed surplus (Note 6) 10,200,000 10,200,000
Retained earnings 3,702,556 2,270,972
46,620,600 40,171,830
55,360,837 47,247,723

Approved on behalf of the, Board yir@ctom
’ A ”~ .

) - —
7 s A\ o,

el

Director

A

PINE

Director
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Statement of Savings

For the year ended December 31, 2024

Interest income

Member financing (Note 8) 3,186,962 2,592,855
Bank 206,703 311,323
3,393,665 2,904,178
Expenses

Board of directors 185,562 158,917
Loan guarantee recovery (Note 9) (1,695,657) (221,157)
Loan loss provision (recovery) (Note 5) (2,613,173) 1,612,777
Management advisory and education 281,673 281,673
Meetings and travel 74,415 71,106
Member and public relations 93,384 155,053
Office 47,505 48,247
Professional services 20,910 48,516
Wages and benefits 338,693 278,471
(3,266,688) 2,433,603
Net operating savings 6,660,353 470,575
Other income (Note 17) - 2,056,974
Net savings before income taxes 6,660,353 2,527,549

Provision for income taxes
Current 859 4,575
Future 527,910 16,338
528,769 20,913
Net savings 6,131,584 2,506,636

Distribution of net savings
Patronage allocation (Note 10) 4,700,000 2,450,000
Balance of net savings transferred to retained savings 1,431,584 56,636
Net savings 6,131,584 2,506,636

Statement of Retained Savings
For the year ended December 31, 2024

Retained savings, beginning of year 2,270,972 2,214,336
Net savings transfer to retained savings for the year 1,431,584 56,636
Retained savings, end of yea 3,702,556 2,270,972

42. 2024 Annual Report | Arctic Co-operatives Limited | Arctic Co-operative Development Fund



Statement of Cash Flows

For the year ended December 31, 2024

Cash provided by (used for) the following activities

Operating activities

Net savings 6,131,584 2,506,636
Future income taxes 527,910 16,338
Loan loss provision (recovery) (2,613,173) 1,612,777
Loan guarantee recovery (1,695,657) (221,157)
2,350,664 3,914,594
Changes in working capital accounts

Accrued interest receivable (42,105) (46,627)
Income taxes recoverable (3,854) 59,437
Accounts payable 3,360,001 1,458,156
5,664,706 5,385,560

Financing activities
Share capital assessments 684,206 519,631
Share capital redemptions (367,020) (164,550)
317,186 355,081

Investing activities
Purchase of investments (1,270,000) -
Redemption of investments 2,000,000 2,000,000
Financing provided to member co-operatives (44,253,104) (54,459,375)
Payments received from member co-operatives 38,328,043 39,471,968
(5,195,061) (12,987,407)
Increase (decrease) in cash resources 786,831 (7,246,766)
Cash resources, beginning of year 24,367 7,271,133
Cash resources, end of year 811,198 24,367
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Notes to the Financial Statements

For the year ended December 31, 2024

44.

Incorporation and operations

Arctic Co-operative Development Fund (the “Company”) was incorporated in 1986 to provide financial services to
member co-operatives across Canada’s Arctic. ACDF is a self-managed fund of pooled financial resources, owned
and controlled by the co-operative businesses receiving financing.

ACDF provides assistance to the member co-operatives through development, long-term and working capital financing.

Significant accounting policies

The financial statements have been prepared in accordance with Canadian accounting standards for private
enterprises set out in Part Il of the CPA Canada Handbook - Accounting, as issued by the Accounting Standards
Board in Canada and include the following significant accounting policies:

Income taxes

ACDF accounts for income taxes using the future income taxes method. Under this method, future income tax
assets and liabilities are recorded based on temporary differences between the carrying amount of balance sheet
items and their corresponding tax bases. In addition, the future benefits of income tax assets, including unused
tax losses, are recognized, subject to a valuation allowance, to the extent that it is more likely than not that such
future benefits will ultimately be realized. Future income tax assets and liabilities are measured using substantively
enacted tax rates and laws expected to apply when the tax liabilities or assets are to be either settled or realized.

Income taxes for the current year are calculated after providing for patronage refunds of $4,700,000 (2023 -
$2,450,000), which ACDF is proposing to distribute out of current year's savings and retained net savings, and
which are deductible for tax purposes.

Financial instruments

The Company recognizes its financial instruments when the Company becomes party to the contractual provisions
of the financial instrument.

a) Arm’s length financial instruments

Financial instruments originated/acquired or issued/assumed in an arm’s length transaction (“arm’s length financial
instruments”) are initially recorded at their fair value.

At initial recognition, the Company may irrevocably elect to subsequently measure any arm’s length financial
instrument at fair value. The Company has not made such an election during the year.

The Company subsequently measures investments in equity instruments quoted in an active market and all
derivative instruments, except those designated in a qualifying hedging relationship or that are linked to, and must
be settled by delivery of, unquoted equity instruments of another entity, at fair value. Fair value is determined by
published price quotations. Investments in equity instruments not quoted in an active market and derivatives that
are linked to, and must be settled by delivery of, unquoted equity instruments of another entity, are subsequently
measured at cost less impairment. With the exception of financial liabilities indexed to a measure of the Company’s
performance or value of its equity and those instruments designated at fair value, all other financial assets and
liabilities are subsequently measured at amortized cost.

Transaction costs and financing fees directly attributable to the origination, acquisition, issuance or assumption of
financial instruments subsequently measured at fair value are immediately recognized in net savings. Conversely,
transaction costs and financing fees are added to the carrying amount for those financial instruments subsequently
measured at cost or amortized cost.
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b) Related party financial instruments

The Company initially measures the following financial instruments originated/acquired or issued/assumed
in a related party transaction (“related party financial instruments”) at fair value:

« Investments in equity instruments quoted in an active market
» Debt instruments quoted in an active market
« Debt instruments when the inputs significant to the determination of its fair value are observable (directly or indirectly)

« Derivative contracts.

All other related party financial instruments are measured at cost on initial recognition. When the financial
instrument has repayment terms, cost is determined using the undiscounted cash flows, excluding interest,
dividend, variable and contingent payments, less any impairment losses previously recognized by the transferor.
When the financial instrument does not have repayment terms, but the consideration transferred has repayment
terms, cost is determined based on the repayment terms of the consideration transferred. When the financial
instrument and the consideration transferred both do not have repayment terms, the cost is equal to the carrying
or exchange amount of the consideration transferred or received.

At initial recognition, the Company may elect to subsequently measure related party debt instruments that are
quoted in active market, or that have observable inputs significant to the determination of fair value, at fair value.

The Company subsequently measures investments in equity instruments quoted in an active market and all
derivative instruments, except those designated in a qualifying hedging relationship or that are linked to, and must
be settled by delivery of, unquoted equity instruments of another entity, at fair value. Fair value is determined by
published price quotations. Financial instruments that were initially measured at cost and derivatives that are linked
to, and must be settled by, delivery of unquoted equity instruments of another entity, are subsequently measured
using the cost method less any reduction for impairment.

Transaction costs and financing fees directly attributable to the origination, acquisition, issuance or assumption of
related party financial instruments are immediately recognized in net savings.

c) Member financing receivable

Loans are recorded at amortized cost using the effective interest method of amortization, net of an allowance for
loan losses.

Interest income is recognized using the effective interest method. When a loan becomes impaired, recognition of
interest income ceases.

A loan is considered to be impaired when ACDF no longer has reasonable assurance that the full amount of principal
and interest will be collected. ACDF generally considers loans impaired when scheduled payments of principal and/or
interest are not made for six consecutive months. When a loan is considered impaired, the carrying amount is reduced
to its estimated net realizable value. Estimated realizable amounts are determined by estimating the fair value of
security underlying the loans and deducting costs of realization.

Loans are returned to amortized cost when the timely collection of both principal and interest is reasonably assured.

Foreclosed assets, if any, are considered to be held for sale and are recorded at fair value less costs to sell.
If the specified criteria are not met, the asset is considered to be held for use, measured initially at fair value
and accounted for in the same manner as a similar asset acquired in the normal course of business.
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d) Allowance for loan losses

An allowance for loan losses is maintained at a level considered adequate to absorb potential credit losses inherent
in the portfolio.

An allowance is established against the loan portfolio on a loan by loan basis after a prudent assessment of
past experience and existing portfolio conditions indicate that probable losses have occurred. When necessary,
a general allowance is established periodically and may fluctuate as a result of changes in portfolio volumes,
concentrations and risk profile, analysis of evolving economic trends and management’s current assessment of
other factors that have affected the condition of the portfolio.

Government assistance

Claims for assistance under various government grant programs are recorded as a reduction of the cost of related
asset in the year in which eligible expenditures are incurred, with any amortization calculated on the net amount.

Critical accounting estimates and judgments

The preparation of financial statements in accordance with ASPE requires management to make judgments, estimates
and assumptions that affect the reported amounts of assets and liabilities as at the date of the financial statements
and the reported amounts of revenue and expenses during the period covered by the financial statements.

Estimates and judgments are continually evaluated and based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances. Actual results could
differ from those estimates.

Significant accounting judgments, estimates and assumptions

In the process of applying ACDF’s accounting policies, management has made the following judgments, estimations
and assumptions, which have the most significant effect on the amounts recognized in the financial statements

Allowance for loan losses

ACDF reviews its loan portfolio to assess the allowance for loan losses. In determining whether an allowance for
loan losses should be recorded in the statement of savings, ACDF makes judgments as to whether there is any
observable data indicating an impairment trigger followed by a measurable decrease in the estimate future cash
flows from the loan portfolio before the decrease can be identified with that portfolio. This evidence may include
observable data indicating there has been an adverse change in the payment status of borrowers in the group, or
national or local economic conditions that correlate with defaults on assets in ACDF. Management uses estimates
based on historical loss experience for assets with credit risk characteristics and objective evidence of impairment
similar to those in the portfolio when scheduling its future cash flows. The methodology and assumptions used

for estimating both the amount and timing of future cash flows are reviewed regularly to reduce any differences
between loss estimates and actual loss experience.

Loan guarantee liabilities

The financial statements include a provision for the loans guaranteed as disclosed in Note 9. The provision is based
on management’s understanding of the financial condition of the applicable member co-operatives and discussions
with the related lenders

Income taxes

The Company periodically assess its liabilities and contingencies related to income taxes for all years open to audit
based on the latest information available. For matters where it is probable that an adjustment will be made, the
Company records its best estimate of the tax liability including the related interest and penalties in the current tax
provision. Management believes that they have adequately provided for the probable outcome of these matters;
however, the final outcome may result in a materially different outcome than the amount included in the tax liabilities.

These estimates and assumptions are reviewed periodically and, as adjustments become necessary they are
reported in earnings in the periods in which they become known.
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Investments

The investments consist of multiple guaranteed investment certificates (GICs) with a total of $5,270,000 held at
Bank of Nova Scotia. These GICs bear interest ranging from 1.10% - 4.50% maturing May 2025 - May 2026. These
GICs are held as collateral on the guarantee (Note 9).

Member financing receivable

Development loans 28,048,220 21,302,469
Resupply loans 12,206,923 15,127,692
Refinancing loans 11,467,782 9,367,703

51,722,925 45,797,864
Allowance for loan losses (3,464,163)  (6,077,336)

48,258,762 39,720,528

Development loans are provided in the form of either short-term or long-term financing to the member co-operatives
for purposes of improvement, expansion or replacement of facilities and equipment, as well as to enter into new
business ventures and to assist emerging member co-operatives to become established.

Resupply loans are provided to member co-operatives to purchase up to one year’s supply of merchandise
inventory or other material for the member co-operative to operate its business.

Refinancing loans are provided to member co-operatives to stabilize and strengthen their operations while
providing the member co-operative with the opportunity to increase their existing working capital and/or reduce
their long-term debt in an orderly manner.

Most loans are subject to a 2.00% assessment used for the member co-operatives to purchase shares in ACDF.

The interest rate on development loans is in the range of 5.46% to 10.00% (2023 - 4.00% to 8.70%). The interest
rate on resupply loans is 10.00% (2023 - 10.00%). The interest rate on refinancing loans is in the range of 5.46%
t0 8.65% (2023 - 4.80% t0 8.65%).

Since each member co-operative has various types of loans provided by ACDF, the allowance for loan losses
generally cannot be categorized by loan types but instead is determined based on total loan exposure, net of security,
on a member by member basis. The provision for loan losses is calculated as a percentage of loans outstanding and
based on the financial condition of the member co-operatives. According to the ACDF bylaws, ACDF shall have a first
and paramount lien on all shares issued to a member co-operative for such member’s debt to ACDF.

There were no recoveries of loans written off in prior periods and no loans foreclosed in the year.
As at December 31, 2024, there are no loans considered past due and impaired that have not been allowed for.

In the normal course of its operations, subject to cash availability and fulfillment of certain conditions by member
cooperative, ACDF intends to provide its member co-operatives ongoing and replacement financing.

The financial statements include a provision for the loans guaranteed as disclosed in Note 9. The provision is based
on management’s understanding of the financial condition of the applicable member co-operatives and discussions
with the related lenders.
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Contributed surplus

The initial capital of $9,900,000 and $300,000 was provided by the Governments of Canada and the Northwest
Territories, respectively.

Future income taxes

The tax effect of temporary differences which give rise to the future income taxes is from differences between
accounts deducted for accounting and income tax purposes for the below items.

Future income tax asset

Allowance for bank guarantees 777,924 1,305,656
Eligible capital property 2,396 2,574

780,320 1,308,230

Related party transactions

Included in the accounts are the following balance and transaction with Arctic Co-operatives Limited (Arctic Co-ops),
a company related by virtue of common control:

a) Accounts payable include amounts due to Arctic Co-ops of $4,559,736 (2023 - $236,196) for operating
expenses (see b) and $1,642,168 (2023 - $2,605,707) payable on demand.

b) Expenses include $1,040,275 (2023 - $1,040,163) allocated from Arctic Co-ops for the board of directors,
management advisory and education, meetings and travel, member and public relations, office, professional
services and wages and benefits for shared operating expenses. Arctic Co-ops maintains the accounts of ACDF.

c) As of December 31, 2024, Arctic Co-ops holds share capital of ACDF of $2,659,855 (2023 - $2,579,668).
All related party transactions are recorded at the exchange amount agreed to by the related parties.
Guarantees

The Company has entered into an arrangement to guarantee the loan obligations of two of its member co-operatives.
The balances as at December 31, 2024 are as follows:

« Katudgevik Co-operative Association Limited, $5,100,000 (2023 - $5,380,000), bearing interest of 6.20%,
expiring on February 14, 2025. Subsequent to year-end, the Co-operative has successfully negotiated an
extension of the loan obligation. The loan obligation will expire on February 14, 2026, bearing interest of 4.80%.

« Sanavik Co-operative Association Limited, $nil (2023 - $397,981), bearing interest of 3.18%, expiring on
December 23, 2026. Effective May 2024, ACDF has no guarantee on Sanavik Co-op’s loan obligation as the
arrangement to guarantee this loan is fully transferred to Arctic Co-ops.

The loan bears interest and is repayable by the members in monthly interest and principal.

The Company has pledged an amount currently on deposit with the lender (Note 4) as security for the guarantee.
While the loan is the obligation of the members, at December 31, 2024, the Company maintains a reserve for the
potential risk associated with the guarantee of $2,538,333 (2023 - $4,233,990).
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1.

Share capital

Changes in share capital during the year were as follows:

Balance, beginning of year 27,700,858 24,895,777
Share capital assessments 684,206 519,631
Share capital redemptions (367,020) (164,550)
28,018,044 25,250,858
Patronage allocation 4,700,000 2,450,000
Balance, end of year 32,718,044 27,700,858

The shares are issued and redmeed at $1.00 each.

Other income

In 2020, the Company entered into an agreement with the National Aboriginal Capital Corporations Association
(NACCA), under which ACDF would receive relief on behalf of its members for accrued interest on existing loans
deemed uncollectable due to the impact of COVID-19. Subsequent to the disbursement of these funds, ACDF
would proceed to forgive the corresponding interest on members’ loans.

On March 28, 2023, NACCA amended the agreement with ACDF, offering additional support for losses incurred on loans
due to the impacts of COVID-19. All funds disbursed under this amendment constituted non-repayable contributions.

For the year ended December 31, 2024, non-repayable contributions received amounted to $nil (2023 - $2,056,974).
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12. Financial instruments
The significant financial risks to which ACDF is exposed are credit risk, interest rate risk and liquidity risk.
Credit risk

Credit risk is the risk one party to a financial instrument will cause a financial loss for the other party by failing to
discharge an obligation.

ACDEF is exposed to credit risk from cash, investment and member co-operative financing receivables. However,
cash and the investment is held at a major Canadian bank and the number of member co-operatives provides
for long-term system support and minimizes the concentration of credit risk. In addition, ACDF has a first and
paramount lien on all shares issued to the member co-operatives.

ACDF monitors its credit risk and exposure through the following activities performed by Arctic Co-ops:

» board established guidelines and policy;

» business assessment tools used to support board level loan applications;

« areview system of existing portfolio conditions to establish the loan loss provision (as summarized in Note 4);
- impairment based on adopted non-performance policy (as summarized in Note 5); and

« regular reporting to senior management and the board of directors.

As at December 31, 2024, the maximum credit risk exposure, net of share capital investment in ACDF, is
$32,451,986 and there are no outstanding finance commitments. The maximum individual exposure, net of share
capital investment in ACDF, is $6,670,948 as at December 31, 2024.

Interest rate risk

Interest rate risk is the risk that the value of a financial instrument might be adversely affected by a change in the
interest rates. Changes in market interest rates may have an effect on the cash flows associated with some financial
assets and liabilities, known as cash flow risk, and on the fair value of other financial assets or liabilities, known as
price risk.

ACDEF is exposed to interest rate cash flow risk with respect to member co-operative financing receivables.
However, the risk is minimized as most of the member co-operative financing receivables bear fixed interest rates,
as described in Note 5, and are generally funded out of internal cash resources rather than third party sources.
There is no bank indebtedness or long-term debt outstanding as at December 31, 2024. Cash balances are
generally invested in deposit accounts and earn variable rates of interest.

Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated with
financial liabilities.

ACDF is dependant on the financial condition of the member co-operatives and their repayment of principal and
interest to fund future lending activities and operations. To mitigate short term disruptions in funding, ACDF
maintains significant cash reserves and patronage allocations are not distributed in cash but are reinvested in
additional shares of ACDF on the member co-operatives’ behalf.
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