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Independent Auditor’s Report

To the Members of Arctic Co-operatives Limited:
Opinion

We have audited the consolidated financial statements

of Arctic Co-operatives Limited and its subsidiaries (the
“Cooperative”), which comprise the consolidated balance
sheet as at December 31, 2025, and the consolidated
statements of income, retained savings, reserve, and 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, 2025, 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 for
the Consolidated 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.

Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements

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:

e 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.

e Obtain an understanding of internal control relevant
to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness
of the Co-operative’s internal control.

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

e Conclude on the appropriateness of management’s use
of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that
may cast significant doubt on the 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.

e 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.

e Plan and perform the group audit to obtain sufficient
appropriate 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 the 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.

MNP Ler

Chartered Professional Accountants

Winnipeg, Manitoba
March 4, 2026
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Consolidated Balance Sheet

As at December 31, 2025 2025 2024
Assets
Current assets
Cash 16,769,130 14,456,467
Accounts receivable (Note 3) 59,196,062 55,191,704
Income taxes recoverable 589,608 385,452
Inventory (Note 4) 10,142,213 10,566,617
Prepaid expenses and other assets 681,949 379,287
87,378,962 80,979,527
Investments (Note 5) 32,251,923 34,568,679
Property and equipment (Note 6) 15,427,926 17,871,561
Intangible assets (Note 7) 1,135,000 1,135,000
Future income taxes (Note 8) 1,811,800 2,085,100
138,005,611 136,639,867
Liabilities
Current liabilities
Accounts payable and accrued liabilities (Note 9) 14,730,684 16,964,440
Member deposits 30,836,975 39,161,890
Pension deposits 4,247,865 4,681,618
Guarantee (Note 10) 2,390,030 2,387,766
Current portion of long-term debt (Note 11) 795,000 6,599,856
53,000,554 69,795,570
Long-term debt (Note 11) 13,138,430 5,740,203
Asset retirement obligation (Note 12) 456,047 -
66,595,031 75,535,773
Guarantee (Note 10)
Commitments (Note 15)
Members’ Equity
Share capital (Note 13) 33,559,291 23,311,311
Reserve (Note 14) 14,300,000 14,300,000
Retained earnings 22,868,336 23,492,783
Non-controlling interest 682,953 -
71,410,580 61,104,094
138,005,611 136,639,867

Appro n beh, the Board of Directors
. —
Dl

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



Consolidated Statement of Savings

For the year ended December 31, 2025 2025 2024
Sales (Note 17) 338,698,275 340,627,762
Cost of products sold 296,299,349 298,648,387
42,398,926 41,979,375
Gross margin percentage 12.5 % 12.3 %
Operating and administration expenses (Schedule 1) 36,977,629 38,171,648
5,421,297 3,807,727
Amortization 1,786,180 2,570,880
3,635,117 1,236,847
Other income (Schedule 2) 7,458,311 3,845,056
Net savings before income taxes 11,093,428 5,081,903
Provision (recovery) for income taxes
Current (55,425) 85,495
Future 273,300 (159,000)
217,875 (73,505)
Net savings 10,875,553 5,155,408
Distribution of net savings
Patronage allocation (Note 13) 11,500,000 8,350,000
Balance of net savings (loss) transferred to retained savings (624,447) (3,194,592)
Net savings 10,875,553 5,155,408

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Statement of Retained Savings

For the year ended December 31, 2025 2025 2024
Retained savings, beginning of year 23,492,783 26,687,375
Transfer from net loss for the year (624,447) (3,194,592)
Transfer to reserve (Note 14) - -
Retained savings, end of year 22,868,336 23,492,783

[ ]
Consolidated Statement of Reserve
For the year ended December 31, 2025 2025 2024
Reserve, beginning of year 14,300,000 14,300,000
Transfer from retained savings (Note 14) - -
Reserve, end of year 14,300,000 14,300,000

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



Consolidated Statement of Cash Flows

For the year ended December 31, 2025 2025 2024
Cash provided by (used for) the following activities

Operating activities
Net savings 10,875,553 5,155,408
Accretion 24,348 -
Amortization of property and equipment 1,786,180 2,570,880
Amortization of aircraft reserve repair and maintenance fund - 1,374,609
Future income taxes 273,300 (159,000)
Gain on disposal of property and equipment (2,644) (1,184,393)
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
Income from equity investments (1,446,193) (1,449,967)
Loan guarantee provision 2,264 92,943
Loss on disposal of airplane 783,600 -
Loss on inventory write-off 219,237 40,540
Non-cash increase in investments (1,856,262) (1,507,253)
Changes in working capital accounts 10,659,383 9,817,264
Accounts receivable (6,072,961) (12,081,911)
Income taxes recoverable (204,156) (57,022)
Inventory 205,167 (1,503,116)
Prepaid expenses and other assets (302,662) (1,225,394)
Accounts payable and accrued liabilities (2,233,756) 3,171,931
2,051,015 (1,878,248)

Financing activities
Advances of long-term debt 8,458,331 6,150,000
Repayments of long-term debt (6,864,960) (749,594)
Member and pension deposits (8,758,668) 10,668,973
Share capital redemptions (1,252,020) (11,898,860)
(8,417,317) 4,170,519

Investing activities
Purchases of property and equipment (782,046) (860,173)
Proceeds on disposal of property and equipment 3,841,800 1,601,000
Purchase of investments (15,269) (12,997)
Proceeds on redemption of investments 4,321,980 4,339,178
Dividends received from equity investments 1,312,500 1,368,750
8,678,965 6,435,758
Increase in cash resources 2,312,663 8,728,029
Cash resources, beginning of year 14,456,467 5,728,438
Cash resources, end of year 16,769,130 14,456,467

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

29



30

Notes to the Consolidated Financial Statements

For the year ended December 31, 2025

1. 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 5927 Nunavut Ltd of which the Co-operative
owns 75%. Subsidiaries are those entities which the Co-
operative 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 acquisition or up to the effective date
of disposal, as appropriate. Intercompany transactions,
balances, income and expenses, and profits and losses
are eliminated.

2. 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.

2. Significant accounting policies (continued)

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.



Notes to the Consolidated Financial Statements

For the year ended December 31, 2025
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 %
Hotel declining balance 5%
g:;”:::é::;t:tres 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.
The aircraft that had been classified as held for sale as of
December 31, 2024 was sold during the current year, and
therefore has been derecognized.

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.

Asset retirement obligation

An asset retirement obligation is recognized at the best
estimate of the expenditure required to settle the present
obligation at the balance sheet date when the liability for
an asset retirement obligation is incurred and a reasonable
estimate of the obligation is determinable. The best
estimate of the asset retirement obligation is the present
value of the amount the Cooperative would rationally pay
to settle the obligation, or transfer it to a third party, at the
balance sheet date.

When a liability is recognized, a corresponding asset
retirement cost is capitalized to the carrying amount of the
related asset. The asset retirement cost is amortized over
the estimated useful life of the related asset.

The Co-operative recognizes changes to the liability due
to the passage of time in operating expenses, as accretion.
Changes due to passage of time are calculated by applying
an interest method of allocation using the discount rate
used in the original calculation of the asset retirement
obligation. The Co-operative recognizes changes to the
liability arising from revisions to the timing, amount of
expected undiscounted cash flows or discount rate as an
increase or decrease to the carrying amounts of the asset
retirement obligation and the related asset retirement
capitalized cost.
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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 $11,500,000 (2024 -
$8,350,000),

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. The
measurement of the asset retirement obligation requires
significant management judgment, including estimates

of future remediation costs, timing of settlement, and

the discount rate applied. 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 Cooperative
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.

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.
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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:

e Investments in equity instruments quoted in an
active market
e Debt instruments quoted in an active market

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

e 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:

2025 2024
Members’ accounts 39,289,948 27,416,214
Allowance for doubtful accounts (5,113,409) (3,792,158)
34,176,539 23,624,056
Non-members’ accounts (Note 16) 25,281,765 34,479,188
Allowance for doubtful accounts (262,242) (2,911,540)
25,019,523 31,567,648
59,196,062 55,191,704

4. Inventory
2025 2024
Retail operations 5,654,968 5,609,174
Canadian Arctic Producers division 1,836,681 1,846,393
Merchandising operations 1,913,330 2,270,012
Cable operations 672,583 756,025
Hotel supplies 64,651 85,013
10,142,213 10,566,617

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 $17,417,347 (2024 - $17,906,348).
The balances of cost of product sold represents items purchased for direct shipment to member co-operatives.
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5. Investments

Investments include:

2025 2024
Fixed income
Bank of Nova Scotia - Guaranteed Investment Certificate, bears interest
ranging from 1.50-3.00%, maturing May 2026 - May 2027 (Note 10) 4,756,000 4,920,000
Equity investments
Nunavut Sealink and Supply Inc. - 37.5% 3,792,697 3,659,004
Portfolio investments - at cost
Federated Co-operatives Limited - member shares 10,850,655 10,632,273
The Co-operators Group Limited - class D preferred shares 8,451,800 10,971,900
ACDF - member shares 2,661,723 2,661,723
First Nations Bank of Canada - common shares 1,333,332 1,318,063
Canada Co-operative Investment Fund - common shares 283,432 283,432
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
23,703,226 25,989,675
32,251,923 34,568,679
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6. Property and equipment 2025
Cost Accumulated Net book

amortization value

Land 473,050 - 473,050
Buildings 16,413,401 7,540,330 8,873,071
Hotel 2,755,253 68,820 2,686,433
Furniture, fixtures and equipment 7,977,809 6,719,823 1,257,986
Leasehold improvements 68,470 32,662 35,808
Computer equipment 9,196,834 7,844,738 1,352,096
Containers 2,599,437 2,087,514 511,923
Vehicles 576,789 472,490 104,299
Assets under construction 133,260 - 133,260
40,194,303 24,766,377 15,427,926

2024

Cost Accumulated Net book

amortization value

Land 473,050 - 473,050
Buildings 15,636,086 6,955,469 8,680,617
Aircraft 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

On July 2, 2025 Padlei Co-operative Association Limited (“Padlei”) sold a hotel valued at $2,751,556 to 5927 Nunavut
Ltd. Of this amount, $2,731,813 was settled through issuance of shares and the remaining $19,743 was recorded as an
outstanding payable to Arctic Co-ops. Subsequent to this transaction, Padlei sold 75% of its shares to Arctic Co-op in
exchange for the settlement of debts amounting to $2,048,860, resulting in Arctic Co-ops being the majority shareholder.

Included in buildings are capitalized asset retirement costs of $431,699 and accumulated amortization of $71,950 at

December 31, 2025.
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7. Intangible assets

Brand name 1,135,000

2025 2024

Accumulated Net book Net book
Cost amortization value value
- 1,135,000 1,135,000

8. 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.

2025 2024
Future income tax asset

Allowance for bank guarantees 625,000 621,000
Property and equipment 89,200 242,200
Allowance for doubtful accounts 54,000 -
Intangibles 919,100 938,200
Non-capital loss carryforward 468,300 442,200
Net capital loss carryforwards 715,500 715,500
2,871,100 2,959,100

Future income tax liability
Property and equipment (517,300) (483,000)
Intangibles - (31,000)
Valuation allowance (542,000) (360,000)
(1,059,300) (874,000)
1,811,800 2,085,100

9. Government remittances payable

Included in accrued liabilities are total government
remittances payable of $190,470 (2024 - $290,278
receivable).

10. 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, 2025 is
as follows:

¢ Sanavik Co-operative Association Limited, $4,536,441
(2024 - $4,775,521), 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,
2025, the members and the Co-operative are in compliance
with these covenants. While the loan is the obligation of
the members, at December 31, 2025, the Co-operative

maintains a reserve for the potential risk associated with the

guarantee of $2,390,030 (2024 - $2,387,765). This reserve
is included within member deposits and other reserves on
the balance sheet.
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11. Long-term debt

2025 2024

(a) Loan repaid during the year. - 6,343,856
(b) Long-term loan bearing interest at a fixed rate of 5.64%, repayable in
monthly blended payments of $46,453 including interest, due April 1, 2026. 5,212,436 5,459,995
(c) Long-term loan bearing interest at 6.24%, repayable in monthly
principal and interest payments of $4,731, due April 1, 2026. 512,663 536,208 -
(d) Long-term loan bearing interest at a variable rate of 4.91%, 8208 331
repayable in monthly principal payments of $41,667, due May 15, 2026. ! !

13,933,430 12,340,059
Less: current portion of long-term debt 795,000 6,599,856

13,138,430 5,740,203

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

2026 795,000
2027 813,188
2028 830,745
2029 850,814
2030 871,315
Thereafter 9,772,368

13,933,430

Long-term debt (b) and (c) is subject to certain financial
covenants with respect to minimum Debt Service
Coverage Ratios of 1.20. Long-term debt (d) is subject to
financial covenants, including a maximum total liabilities
to tangible net worth ratio of 2.00:1 and a minimum fixed
charge coverage ratio of 1.10:1. As at December 31,

2025, the Co-operative was in compliance with these
covenants. Subsequent to year-end, the Co-operative
successfully negotiated extensions of longterm loans (b)
and (c) with the lender. The fixed interest rate on long-
term loan (b) has changed to 5.27%, repayable in monthly
blended payments of $45,234 due April 1, 2029. The fixed
interest rate on long-term loan (c) has changed to 6.35%,
repayable in monthly blended payments of $4,734 due
April 1, 2027. The Co-operative was in discussions for loan
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(d) with the lender and the lender indicated that it fully
intends to renew the loan, therefore the balance has been
classified as a long-term liability.

12. Asset retirement obligation

As the Co-operative operates a retail fuel dispensing
facility that includes underground infrastructure and
equipment that will require environmental remediation at
the end of its useful life, it is legally required to remove
contamination and restore the site to meet territorial
environmental standards. The obligation relates to the
Company’s long-lived fuel storage and dispensing assets,
and remediation activities are expected to occur at the end
of the asset’s service life, which is currently estimated to
be six years from January 1, 2025.

As of December 31, 2025, the Co-operative has accrued
$431,699 reflecting the liability for the asset retirement
obligation. A corresponding amount has been capitalized
as an asset retirement cost and added to the carrying
value of building assets. During the year, the Co-operative
incurred accretion expense of $24,348 and paid $nil
towards the asset retirement obligation.
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13. Share capital

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

2025 2024
Issued
Common shares
- Balance, beginning of year 23,311,311 41,430,306
- Share capital redemptions (1,252,020) (26,468,995)
- Patronage allocation 11,500,000 8,350,000
33,559,291 23,311,311

The shares are issued and redeemed at $1 each.

Share capital redemptions of $nil (2024 - $14,570,135)
were used to repay members’ accounts receivable of the
same amount.

14. 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, 2025,
the Co-operative has met the required amount.

15. Commitments

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

2026 210,797
2027 450,000
2028 467,400

16. Related party balances and transactions

a) Included in the non-members’ accounts receivable
balance is $9,839,944 (2024 - $6,108,997) due from
related parties.

b) Expenses of $1,517,696 (2024 - $1,040,275) 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 $7,048,601 (2024 -
$5,196,532).

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.

17. Government assistance

During the year, the Co-operative received $27,345,595
(2024 - $25,410,339) 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 (2024 - $138,600)
of administration fees from Nutrition North Canada.
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18. 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, 2025 were
$676,008 (2024 - $636,354).

19. 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, 2025 there was one customer
(2024 - one customer) who accounted for 18% (2024 -
51%) of non-member receivables. The Co-operative has
allowed for $nil 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 $10.0 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, 2025, the facility was not
drawn upon.

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.

20. Comparative figures

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



Schedule 1 - Consolidated Schedule

of Operating and administration expenses

For the year ended December 31, 2025 2025 2024
Operating and administration expenses
Accretion expense (Note 12) 24,348 -
Advertising and promotion 847,295 690,899
Amortization of aircraft reserve repair and maintenance fund - 1,374,609
Annual trade show and conference 59,250 127,916
Bad debt expense (recovery) (226,322) 2,737,373
Bank fees 120,557 116,026
Board of Directors (Note 16) 426,164 434,501
Communication 276,170 282,100
Freight and postage 45,902 268,986
Fuel rebate 758,853 675,823
Insurance 1,398,987 994,954
Inventory markdowns 106,380 185,886
Management fees 15,400 -
Other expenses 463,337 415,275
Professional development 224,112 264,708
Professional services 1,401,075 2,150,498
Rent 1,141,842 1,020,220
Repairs and maintenance 1,157,507 921,121
Salaries and benefits 23,716,205 20,283,320
Scholarships 31,000 22,000
Software licensing 1,174,965 974,879
Supplies 294,104 512,282
Taxes and licences 343,609 312,510
Travel 2,158,836 2,379,130
Utilities 1,018,053 1,026,632
36,977,629

38,171,648
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Schedule 2 - Consolidated Schedule

of Other income (expense)

For the year ended December 31, 2025 2025 2024

Other income (expense)
Dividends from portfolio investments 3,333,687 2,703,493
Gain on disposal of property and equipment 2,644 1,184,393
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 - (619,932)
Income from equity investments 1,446,193 1,449,967
Interest income (expense) (Note 11) 780,837 (90,295)
Loss on disposal of aircraft held for sale (783,600) -
Loyalty from other Co-operatives 275,760 294,21
Other income 2,402,790 3,186,784
7,458,311 3,845,056
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Independent Auditor’s Report

To the Members of Arctic Co-operative Development Fund:
Opinion

We have audited the financial statements of Arctic
Co-operative Development Fund (the “Company”),
which comprise the balance sheet as at December 31,
2025, 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, 2025, 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.

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.

Auditor’s Responsibilities for the Audit of the
Financial Statements

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:

o Identify and assess the risks of material misstatement
of the financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk
of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud
may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to
the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the
Company’s internal control.

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

e Conclude on the appropriateness of management’s use
of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that
may cast significant doubt on the 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.

e 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.

MNP er

Chartered Professional Accountants

Winnipeg, Manitoba
March 4, 2026
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Balance Sheet

As at December 31, 2025 2025 2024
Assets
Cash 199,365 811,198
Accrued interest receivable 204,287 231,209
Investments (Note 4) 5,077,000 5,270,000
Member co-operatives financing receivable (Note 5) 55,326,361 48,258,762
Income taxes recoverable - 9,348
Future income taxes (Note 7) 702,168 780,320
61,509,181 55,360,837
Liabilities
Due to related company (Note 8) 9,961,494 6,201,904
Guarantees (Note 9) 2,169,000 2,538,333
Income taxes payable 2,735 -
Deferred revenue (Note 11) 41,356 -
12,174,585 8,740,237
Members’ equity
Share capital (Note 10) 35,190,864 32,718,044
Contributed surplus (Note 6) 10,200,000 10,200,000
Retained earnings 3,943,732 3,702,556
49,334,596 46,620,600
61,509,181 55,360,837

Appfd):y the Boa f/\’rectors
Y/ é// ADN—

Director Directof

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



Statement of Savings

For the year ended December 31, 2025 2025 2024
Interest income
Member financing 4,054,396 3,143,998
Bank 128,465 206,756
4,182,861 3,350,754
Expenses
Board of directors 182,663 185,562
Interest expense 280,474 -
Loan guarantee recovery (Note 9) (369,333) (1,695,657)
Loan loss provision (recovery) (Note 5) 387,860 (2,613,173)
Management advisory and education 281,673 281,673
Meetings and travel 215,330 74,415
Member and public relations 69,138 93,384
Office 92,389 47,505
Professional services 62,870 20,910
Wages and benefits 380,034 338,693
1,583,098 (3,266,688)
Net operating savings 2,599,763 6,617,442
Other income (Note 11) 32,380 42,911
Net savings before income taxes 2,632,143 6,660,353
Provision for income taxes
Current 12,815 859
Future 78,152 527,910
90,967 528,769
Net savings 2,541,176 6,131,584
Distribution of net savings
Patronage allocation 2,300,000 4,700,000
Balance of net savings transferred to retained savings 241,176 1,431,584
Net savings 2,541,176 6,131,584

The accompanying notes are an integral part of these consolidated financial statements.
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Statement of Retained Savings

For the year ended December 31, 2025 2025 2024
Retained savings, beginning of year 3,702,556 2,270,972
Net savings transfer to retained savings for the year 241,176 1,431,584
Retained savings, end of year 3,943,732 3,702,556

Statement of Cash Flows
For the year ended December 31, 2025 2025 2024
Cash provided by (used for) the following activities

Operating activities
Net savings 2,541,176 6,131,584
Future income taxes 78,152 527,910
Loan loss provision (recovery) 387,860 (2,613,173)
Loan guarantee recovery (369,333) (1,695,657)
Changes in working capital accounts 2,637,855 2,350,664
Accrued interest receivable 26,922 (42,105)
Income taxes payable (recoverable) 12,083 (3,854)
Due to related company 3,759,590 3,360,001
Deferred revenue 41,356 -
6,477,806 5,664,706

Financing activities
Share capital assessments 877,385 684,206
Share capital redemptions (704,565) (367,020)
172,820 317,186

Investing activities
Purchase of investments (3,077,000) (1,270,000)
Redemption of investments 3,270,000 2,000,000
Financing provided to member co-operatives (45,421,486) (44,253,104)
Payments received from member co-operatives 37,966,027 38,328,043
(7,262,459) (5,195,061)
Increase (decrease) in cash resources (611,833) 786,831
Cash resources, beginning of year 811,198 24,367
Cash resources, end of year 199,365 811,198

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



Notes to the Consolidated Financial Statements

For the year ended December 31, 2025

1. Incorporation and operations

Arctic Co-operative Development Fund (the “Company”
or “ACDF”) 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.

2. 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 $2,300,000 (2024 -
$4,700,000), which ACDF is proposing to distribute out of
current year's savings and retained net savings, and which
are deductible for tax purposes.

2. Significant accounting policies (continued)
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

e 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:

e Investments in equity instruments quoted in an
active market

e Debt instruments quoted in an active market

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

e 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 co-operative 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.

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.

Certain government assistance amounts received in
advance of meeting the related conditions are recorded
as deferred revenue and recognized in income on a
systematic basis as the associated eligibility requirements
or performance obligations are fulfilled.



Notes to the Consolidated Financial Statements

For the year ended December 31, 2025

3. 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.

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.

4. Investments

The investments consist of multiple guaranteed investment
certificates (GICs) with a total of $5,077,000 (2024 -
$5,270,000) held at Bank of Nova Scotia. These GICs bear
interest ranging from 1.50% - 3.00% maturing May 2026 -
May 2027. A portion of these GICs are held as collateral on
the guarantee (Note 9).
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5. Member co-operatives financing receivable

2025 2024

Development loans 37,373,175 28,048,220
Resupply loans 12,604,259 12,206,923
Refinancing loans 9,200,950 1,467,782
59,178,384 51,722,925

Allowance for loan losses (3,852,023) (3,464,163)
55,326,361 48,258,762

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. This financing is offered twice a
year: Summer Resupply for orders shipped from June to
October, and Winter Resupply for orders shipped from
January to March.

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% t0 10.00% (2024 - 5.46% to 10.00%). The interest
rate on resupply loans is 10.00% (2024 - 10.00%). The
interest rate on refinancing loans is in the range of 5.46%
to0 8.65% (2024 - 5.46% to 10.00%).

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, 2025, 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.



Notes to the Consolidated Financial Statements

For the year ended December 31, 2025

6. Contributed surplus

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

7. 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.

2025 2024

Future income tax asset
Allowance for bank guarantees 688,785 777924
Deferred revenue 11,152 -
Eligible capital property 2,231 2,396
702,168 780,320

8. Related party transactions

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

a) Accounts payable includes amounts due to Arctic
Co-ops of $7,711,411 (2024 - $4,432,571) for member
co-operative financing, $505,627 (2024 - $127,165) for
operating expenses (see b), and $1,744,456 (2024 -
$1,642,168) payable on demand.

b) Expenses include $1,517,696 (2024 - $1,040,275)
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 at December 31, 2025, Arctic Co-ops holds share
capital of ACDF of $2,659,855 (2024 - $2,659,855).

All related party transactions are recorded at the exchange
amount agreed to by the related parties.

9. Guarantees

The Company has entered into an arrangement to
guarantee the loan obligation of one of its member co-
operatives, Katudgevik Co-operative Association Limited.
The loan balance as at December 31, 2025 is $4,820,000
(2024 - $5,100,000), bearing interest of 4.80% (2024 -
6.20%), expiring on February 14, 2028.

The loan bears interest and is repayable by the member
co-operative 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 member co-
operative, at December 31, 2025, the Company maintains a
reserve for the potential risk associated with the guarantee
of $2,169,000 (2024 - $2,538,333).

10. Share capital

Changes in share capital during the year were as follows:

2025 2024

Balance, beginning of year 32,718,044 27,700,858
Share capital assessments 877,385 684,206
Share capital redemptions (704,565) (367,020)
32,890,864 28,018,044

Patronage allocation 2,300,000 4,700,000
Balance, end of year 35,190,864 32,718,044

The shares are issued and redeemed at $1.00 each.

11. Other income

The Company has entered into a principal funding
agreement with the National Aboriginal Capital
Corporations Association (“NACCA”), under which ACDF
will receive access to services intended to build capacity
to deliver business support and financial services to its
member co-operatives.

For the year ended December 31, 2025, the Company
received $73,736 (2024 - $42,911) in non-repayable
contributions, of which $41,356 (2024 - $nil) is included
in deferred revenue.
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12. Credit facilities

During the year, the Company entered into two new credit
facility agreements:

a) Operating credit facility with The Bank of Nova Scotia
with an authorized limit subject to seasonal availability of
$5,000,000 from June 1 to January 31 and $1,000,000
from February 1to May 31. The facility bears interest at the
prime rate (4.45% as at December 31, 2025) and is subject
to various financial covenants. As at December 31, 2025,
the Company is in compliance with all of these covenants.

b) Revolving demand credit facility with First Nations Bank
of Canada with an authorized limit of $12,500,000. The
facility bears interest at the prime rate + 1% (5.45%
as at December 31, 2025) and is subject to a financial
covenant with respect to a minimum Interest Coverage
Ratio of 1.10. As at December 31, 2025, the Company is
in compliance with this covenant.

As at December 31, 2025, the Company has ho amounts
drawn under either credit facility.

13. 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.

ACDF 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:

e board established guidelines and policy;

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

e areview system of existing portfolio conditions to establish
the loan loss provision (as summarized in Note 4);

e impairment based on adopted non-performance policy
(as summarized in Note 5); and

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

As at December 31, 2025, the maximum credit risk
exposure, net of share capital investment in ACDF, is
$30,364,707 (2024 - $32,451,986) and there are no
outstanding finance commitments. The maximum individual
exposure, net of share capital investment in ACDF, is
$7,937,791 (2024 - $6,670,948) as at December 31, 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.

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, 2025. 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 credit facilities, 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.

14. Comparative figures

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



21 Old Crow, YT

27 Sachs Harbour, NT
10 Fort McPherson, NT

31 Ulukhaktok, N

6 Colville Lake, NT

9 Fort Good Hope, NT

Yellowknife, NT 33

Hay River, NT 34

19 Lutsel K'e, NT

30 Taloyoak, NU
8
18 Kugluktuk, NU 4 Cambridge Bay, NU

11 Gjoa Haven, NU

3 Baker Lake, NU

12 Grise Fiord, NU

26 Resolute Bay, NU

1 Arctic Bay, NU

13 Igloolik, NU
28 Sanirajak, NU,

23 Pond Inlet, NU

17 Kugaaruk, NU

20 Naujaat, NU

16 Kinngait, NU

7 Coral Harbour, NU

5 Chesterfield Inlet, NU

25 Rankin Inlet, NU

32 Whale Cove, NU
2 Arviat, NU

anikiluag, N 9

Winnipeg Support Office

Arctic Co-operatives Limited provides support and services
to businesses in over 30 Indigenous communities.

Mississauga, ON

Canadian Arctic Producers

24 Qikiqtarjuaq,

j NU
22 Pangnirtung, NU

14 Iqaluit, NU

1. ARCTIC BAY, NU

e Taqqut Co-op
e Taqqut Inns North

2. ARVIAT, NU
© Non-Retail Padlei Co-op
o Padlei Inns North

3. BAKER LAKE, NU
e Sanavik Co-op
o Nunamiut Lodge

4. CAMBRIDGE BAY, NU
o Ikaluktutiak Co-op
e Arctic Islands Lodge
Inns North

5. CHESTERFIELD INLET, NU
o Pitsiulak Co-op
o Tangmavik Hotel
Inns North

6. COLVILLE LAKE, NT
e Kapami Co-op

7.CORAL HARBOUR, NU
e Katudgevik Co-op
e Katudgevik Hotel
Inns North

8. DELINE, NT
o Great Bear Co-op

9. FORT GOOD HOPE, NT
e Fort Good Hope Co-op

10. FORT MCPHERSON, NT
o Tetlit Co-op
® Peel River
Inns North

11. GJOA HAVEN, NU
o Qikigtaq Co-op
e Amundsen Hotel
Inns North

12. GRISE FIORD, NU
o Grise Fiord Co-op
o Grise Fiord Lodge
Inns North

13.1GLOOLIK, NU
e Igloolik Co-op
e Igloolik Inns North Hotel

14.1QALUIT, NU
o Arctic Ventures
Marketplace
e |galuit Cable (EATV)
e |galuit Gas Bar
e Tundra Takeout & Diner
® Tittaq Office Products

15. KIMMIRUT, NU
e Kimik Co-op

16. KINNGAIT, NU
e West Baffin Co-op

N

33.

NETWORK

17.

KUGAARUK, NU
e Koomiut Co-op
® Inukshuk Inns North

. KUGLUKTUK, NU

o Kugluktuk Co-op
e Coppermine Inns North

. LUTSEL K'E, NT

e LUtsél k'é Co-op

. NAUJAAT, NU

e Naujat Co-op
o Naujat Hotel Inns North

.OLD CROW, YT

o Old Crow Co-op

. PANGNIRTUNG, NU

e Pangnirtung Co-op
e Auyuittug Lodge
Inns North

. POND INLET, NU

e Tununiqg Sauniq Co-op
e Sauniq Hotel Inns North

. QIKIQTARJUAQ, NU

® Tulugak Co-op
o Tulugak Hotel Inns North

. RANKIN INLET, NU

e Kissarvik Co-op

® Turaarvik Hotel Inns North

e Siniktarvik Hotel Inns
North and Conference
Centre

. RESOLUTE BAY, NU

o Tudjaat Co-op

. SACHS HARBOUR, NT

o Ikahuk Co-op

. SANIRAJAK, NU

e Hall Beach Co-op
© Hall Beach Inns North

. SANIKILUAQ, NU

o Mitigq Co-oj
e Amaulik Motel Inns North

. TALOYOAK, NU

e Paaliarruk Inuit Co-op

. ULUKHAKTOK, NT

o Ulukhaktok Co-op
® Arctic Char Inns North

. WHALE COVE, NU

e Issatik Co-0
o Tavanni Inns North

YELLOWKNIFE, NT
e Lakeshore @ Yellowknife
Co-op

HAY RIVER, NT
e Lakeshore @ Hay
River Co-op






