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Independent Auditors' Report

To the Directors of
Winnipeg Film Group Inc.

We have audited the accompanying financial statements of Winnipeg Film Group Inc. which comprise the
statement of financial position as at June 30, 2012, and the statements of operations and changes in net assets
for the year then ended, and a summary of significant accounting policies and other explanatory information.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with Canadian generally accepted accounting principles, 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.

Auditors' Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with Canadian generally accepted auditing standards. Those standards require that we
comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. in making those risk
assessments, the auditor considers internal control relevant to the organization's preparation and fair
presentation of the financial statements 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 organization's
internal control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of
the financial statements.

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



Independent Auditors’ Report - continued

Basis for Qualified Opinion

In common with many charitable organizations, Winnipeg Film Group Inc. derives part of its revenues from the
general public in the form of contributions and fundraising, the completeness of which is not susceptible of
satisfactory audit verification. Accordingly, our verification of these revenues was limited to the amounts
recorded in the records of the Organization and we were not able to determine whether any adjustments might

be necessary to contributions and fundraising, excess of revenues over expenses, current assets and changes
in net assets.

Qualified Opinion

In our opinion, except for the possible effects of the matter described in the Basis for Qualified Opinion
paragraph, these financial statements present fairly, in all material respects, the financial position of Winnipeg
Film Group Inc. as at June 30, 2012, and the resuits of its operations and its cash flows for the year then ended

in accordance with Canadian generally accepted accounting principles.
7 ’
ol ¥ facteid
Winnipeg, Canada '

October 23, 2012 Chartered Accountants
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Winnipeg Film Group Inc.

Statement of Operations
Year Ended June 30

2012 2011
Operating Capital
Fund Fund Total Total
Revenue

Cinematheque (Pages 12 - 14) $ 351671 $ 20551 $ 372,222 $ 360,289
Distribution (Pages 12 - 14) 164,130 13,038 177,168 125,458
Production (Pages 12 - 14) 309,153 18,974 328,127 314,192
824 954 52 563 877,517 799,939

Expenditures
Cinematheque (Pages 15 - 18) 350,304 27,644 377,948 384,518
Distribution (Pages 15 - 18) 163,646 16,198 179,844 124,535
Production (Pages 15 - 18) 310,866 27,225 338,091 298,757
824,816 71.067 895.883 807.810
Excess (deficiency) of revenues over expenditures $ 138 $__(18504) $ (18.366) $ (7.871)

See accompanying notes to the financial statements.
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Winnipeg Film Group Inc.

Statement of Financial Position
June 30

2012 2011
Operating Capital
Fund Fund Total Total
Assets
Current
Cash and short-term deposits (Note 3) $ 389,817 $ - $ 389,817 $ 441,492
Accounts receivable 105,171 - 105,171 180,910
Prepaid expenses 15,940 - 15,940 17,131
Inventory 4,000 - 4,000 3.550
514,928 - 514,928 643,083
Capital assets (Note 4) - 298,518 298,518 221,788
Due from Capital Fund 85117 - 85,117 49.894
600.045 298.518 898,563 914,765
Liabilities
Current
Payables and accruals $ 141683 $ - $ 141683 $ 148,068
Deferred revenue (Note 5) 395,862 - 395,862 470,099
537,545 - 537,545 618,167
Deferred contributions related to capital assets (Note 6) - 211,002 211,002 163,439
Due to Operating Fund - 85.117 85,117 49,894
537,545 296,119 833.664 831.500
Net Assets
ASM Working Capital 62,500 - 62,500 62,500
Internally Restricted (Note 7) - - - 18,523
Invested in Capital Assets - 2,399 2,399 2,242
62,500 2,399 64,899 83,265
$ 600045 $ 208518 §$ 898563 $ 914765

Commitment (Note 8) K\
J

On bghailf of the Board -4
i Director 7

Director

-

See accompanying notes to the financial statements.
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Winnipeg Film Group Inc.
Notes to the Financial Statements
June 30, 2012

1. Incorporation and operations

Winnipeg Film Group Inc. (the Organization) is an artist run education, production, exhibition, and distribution
centre committed to promoting the art of independent cinema. The Organization's vision is to be the Canadian
vanguard in the creation and promotion of diverse cinematic forms and to ignite a community of artistic
exploration.

The Organization is incorporated under the laws of the Pravince of Manitoba and is a registered charity under the
Income Tax Act.

2. Summary of significant accounting policies

The Organization follows accounting principles generally accepted in Canada in preparing its financial
statements. The significant accounting policies used are as follows:

a) Revenue recognition
The Organization follows the deferral method of accounting for contributions.

Unrestricted grant revenues for ongoing operations throughout the year are recognized at the time they are
awarded.

Restricted grant revenues for projects and specific purposes are recognized in the period in which the related
expenditures are incurred.

Ticket sales revenue is recognized in the period that the event occurs.
Rental revenue is recognized in the period of use of the rental asset.
Membership revenue is recognized over the membership period.
Investment revenue is recognized over the period earned.

b) Fund accounting

In order to ensure observance of limitations and restrictions placed on the use of resources available to the
Organization, the accounts are maintained on a fund accounting basis. Accordingly, resources are classified fcr
accounting and reporting purposes into funds. These funds are held in accordance with the objectives specified
by the contributors or in accordance with the directive issued by the Board of Directors. Three funds are
maintained, an Operating Fund, a Capital Fund, and a Working Capital Reserve Fund. The Working Capital
reserves are provided and controlled by Arts Stabilization Manitoba (ASM) for completing the ASM Performance
Requirements and are to act as an internal line of credit, to be borrowed during periods of negative cash flow
and be repaid within the annual fiscal period.
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Winnipeg Film Group Inc.
Notes to the Financial Statements
June 30, 2012

2. Summary of significant accounting policies (continued)
c) Inventory

Inventory is comprised of raw materials and is valued at the lower of cost and net realizable value, with cost
being determined on a first-in, first-out basis.

d) Capital assets
Capital assets are recorded at cost. The Organization capitalizes all acquisitions greater than $1,000.

Amortization is provided using the straight-line method at rates intended to amortize the assets over their
estimated useful lives as follows:

Furniture, fixture and cinema renovations 10 years

Film and video equipment 5 years

Corporate identity, website, software and office computers 3 years
e) Deferred contributions for capital assets

Contributions received relating to the acquisition of capital assets are recorded on the statement of financial
position as a deferral, and recognized as revenue annually at the same rate as the amortization of the related
capital assets acquired.

f) Measurement uncertainty

The preparation of financial statements in conformity with Canadian generally accepted accounting principles
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 revenues and expenses during the reporting period. Accounts receivable are stated after
evaluation as to their collectibility and an appropriate allowance for doubtful accounts is provided where
necessary. Amortization is based on the estimated useful lives of capital assets.

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.

a) Financial instruments

The Organization as part of its operations carries a number of financial instruments. It is management's opinion
that the Organization is not exposed to significant interest, currency or credit risks arising from these financial
instruments except as otherwise disclosed.

i) Held for trading
The Organization has classified cash and short-term deposits as held for trading. These deposits are

initially recognized at their value. Fair value is approximated by the instrument's initial cost in a
transaction between unrelated parties.
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Winnipeg Film Group Inc.

Notes to the Financial Statements
June 30, 2012

2. Summary of significant accounting policies (continued)
i) Loans and receivables

The Organization has classified accounts receivable as loans and receivables. These assets are
initially recognized at their fair value. Fair value is approximated by the instrument's initial cost in a
transaction between unrelated parties.

Loans and receivables are subsequently measured at their amortized cost. Amortized cost is the
amount at which the financial asset is measured at initial recognition less principal repayments and
any reduction for impairment or uncollectibility. Gains and losses arising from changes in fair value
are recognized in operations upon derecognition or impairment.

iii) Other financial liabilities

The Organization has classified accounts payable as other financial liabilities. These liabilities are
initially recognized at their fair value. Fair value is approximated by the instrument's initial cost in a
transaction between unrelated parties.

Other financial liabilities are subsequently measured at their amortized cost. Amortized cost is the
amount at which the financial liability is measured at initial recognition less principal repayments.
Gains and losses arising from changes in fair value are recognized in operations upon derecognition
or impairment.

h) Allocation of expenses

The Organization classifies its expenses by program and allocates its administrative expenses to a number of
programs to which the expenses relate. Administrative expenses that are not directly connected to any one
program have been allocated 40% (2011 - 50%) to Cinematheque, 40% (2011 - 40%) to Production and Training
and 20% (2011 - 10%) to Distribution.

3. Cash and short-term deposits

2012 2011
Cash $ 378,880 $ 299,044
T-Bill fund 10,937 142 448

$__389.817 § 441492

A line of credit has been authorized by Assiniboine Credit Union to a maximum of $20,000 and bears interest at
prime rate plus 1% per annum and is secured by a General Security Agreement. The line of credit was not in
use at June 30, 2012, nor at June 30, 2011.
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Winnipeg Film Group Inc.

Notes to the Financial Statements
June 30, 2012

4. Capital assets
2012 2011
Accumulated Net Net
Cost Amortization Book Value Book Value
Corporate identity $ 2,067 $ 1,983 $ 84 3% 203
Website 41,394 25,467 15,927 19,602
Administrative equipment 60,319 41,670 18,649 8,276
Cinema renovations and equipment 411,758 288,280 123,478 87,921
Distribution equipment 89,034 27,000 62,034 57,545
Production equipment 416,433 338,087 78.346 48,241
$ 1,021,005 $ 722487 $ 298518 $ 221788
5. Deferred revenue
2012 2011
Grants $ 358,465 $ 429,839
Workshop fees 4,756 2,093
Capital surcharge 19,654 25,262
Membership surcharge 5,419 2,100
Rentals 4,215 4,430
Prepaid sponsorships 3,353 6,375
$ 395862 $ 470009
6. Deferred contributions related to capital assets
2012 2011
Website $ 10435 $ 17,538
Administrative equipment 12,622 2,211
Cinema renovations and equipment 93,278 60,619
Distribution equipment 53,069 48,574
Production equipment 41,598 34,497

$ 211,002 $ 163439
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Winnipeg Film Group Inc.

Notes to the Financial Statements
June 30, 2012

7. Internally restricted reserves
2012 011
Insurance Reserve $ - 3 2,500
Capital Reserve - 6,213
Operating Reserve - 9.810
$_ - $__ 18523

The reserves are to be funded from operating surpluses, and are described as follows in order of allocation:

Insurance Reserve

The purpose of the Insurance Reserve is to meet the deductible required by the Organization's insurance terms
of coverage.

Capital Reserve

The purpose of the Capital Reserve is to ensure the long term viability of the Organization's facilites and
equipment.

Operating Reserve

The Operating Reserve is created to provide stability to the Organization in the situation of a significant decrease
in funding from the various funding agencies.

During the year, the Board of Directors approved the transfer of $18,523 (2011 - $Nil) from the Internally
Restricted Reserve Fund to the Invested in Capital Assets Fund to fund capital asset purchases.

During the year, the Board of Directors approved the transfer of $138 (2011 - $Nif) from the Unrestricted Fund to
the Invested in Capital Assets Fund to fund capital asset purchases.

8. Commitment

The Organization leases certain premises in the Artspace building under an agreement to January 31, 2018.
The minimum annual rental charge for the next five years is $49,580. Rental charges are adjusted each year on
September 1st.
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Winnipeg Film Group Inc.

Notes to the Financial Statements
June 30, 2012

9. Volunteer credit policy

Effective March 22, 2008 volunteers can earn credits at the value of $12 per hour by performing approved
volunteer work. These credits can be applied against future equipment rentals up to 100% of the total rental
charge, can be transferred to another member and can be carried forward for twelve months after they were
accumulated. As at June 30, 2012 there were unused volunteer credits of $3,640 (2011 - $4,681). Volunteer
credits are not recorded on these financial statements.

10. Economic dependence

The volume of financial activity undertaken by the Organization with its funding bodies is of sufficient magnitude
that the discontinuance of funding wouid endanger the ability of the Organization to continue as a going concern.

11. Capital disclosures

The Organization defines its capital as the amounts included in the Operating Reserve. The Organization's
objective when managing capital is to safeguard its ability to continue as a going concern so that it can continue
to promote the art of independent cinema. In order to meet these objectives, management monitors the
Organization's ongoing capital requirements against its net working capital position. The Organization is not
subject to any externally imposed requirements of its capital. Management is of the opinion that the amounts
and changes in the Organization's capital is readily determinable in these financial statements.

12. Statement of cash flows

A statement of cash flows has not been provided as the cash fiows are apparent from the other statements.
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