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Kamloops, B.C. V2C 3J6

 Independent Auditor's Report

To the shareholders of
Clinton & District Community Forest of BC Limited

Opinion
We have audited the financial statements of Clinton & District Community Forest of BC Limited
("the Company"), which comprise the balance sheet as at December 31, 2021, and the
statements of operations and retained earnings 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, 2021, and its financial performance
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.

Emphasis of Matter-Basis of Accounting and Restriction on Use
We draw attention to Note 1 to the financial statements, which describes the basis of
accounting. The financial statements are prepared to assist Clinton & District Community Forest
of BC Ltd. with its internal reporting requirements of its shareholder, The Corporation of the
Village of Clinton. As a result, the financial statements may not be suitable for another
purpose. Our report is intended solely for Clinton & District Community Forest of BC Ltd. and
The Corporation of the Village of Clinton and should not be used by parties other than Clinton &
District Community Forest of BC Ltd. and The Corporation of the Village of Clinton. Our opinion
is not modified in respect of this matter.
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Responsibilities of Management and Those Charged with Governance for the Financial
Statements
Management is responsible for the preparation and fair presentation of these financial
statements in accordance with Canadian accounting standards for private enterprises; this
includes determining that Canadian accounting standards for private enterprises are an
acceptable basis for the preparation of the financial statements in the circumstances, 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 Responsibility 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:
 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.

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

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

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

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

Chartered Professional Accountants

Kamloops, British Columbia
April 13, 2022
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Clinton & District Community Forest of BC Limited
Balance Sheet

As at December 31 2021 2020

Assets

Current
Cash $ 381,981 $ 16,424
Term deposit (Note 2) 814,238 1,138,044
Prepaid expenses - 236

1,196,219 1,154,704

Property and equipment (Note 3) 41,652 44,174

$ 1,237,871 $ 1,198,878

Liabilities and Shareholder's Equity

Current
Accounts payable and accrued liabilities (Note 8) $ 64,830 $ 77,883

Silviculture liability (Note 4) 636,428 558,156

701,258 636,039

Shareholder's Equity
Share capital (Note 5) 1 1
Retained earnings 536,612 562,838

536,613 562,839

$ 1,237,871 $ 1,198,878

 On behalf of the Board:

Director Director

The accompanying notes are an integral part of these financial statements.
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Clinton & District Community Forest of BC Limited
Statement of Operations and Retained Earnings

For the year ended December 31 2021 2020

Revenue
Logging revenue $ 2,101,250 $ -
FFT survey grants (Note 8) 1,356,849 876,561
Interest income 46,193 33,434
FESBC fuel management  (Note 8) 83,950 28,319
Primary fuel break (Note 8) 49,500 -
Other revenue - 1,909

3,637,742 940,223

Operating expenses
Advertising and promotion 619 280
Amortization of property and equipment 2,522 2,746
Annual rent 7,400 7,400
Bookkeeping and accounting 12,780 8,340
Consultation fees 130,752 42,884
FESBC expense 70,220 -
FFT expense 1,243,132 824,405
First Nations consulting 33,244 79,001
Hauling 428,563 -
Insurance 8,849 8,994
Interest and bank charges 239 305
Legal fees 2,386 263
Management fees 132,734 123,744
Meeting expense 420 324
Memberships and licences 1,822 3,972
Office expenses 4,103 1,947
Other donations 112 9,333
Post harvest expense 3,420 -
Property taxes 1,071 111
Repairs and maintenance - 226
Road use - 2,400
Silviculture expenses 324,814 263,450
Silviculture liability (recovery) 78,272 (559)
Stumpage 156,345 -
Subcontractors 946,981 -

3,590,800 1,379,566

Income (loss) before other expenses 46,942 (439,343)

Other expenses
Donations 70,168 84,075
Distribution to Village of Clinton - 169,832
Scholarships 3,000 3,000

Net loss (26,226) (696,250)

Retained earnings, beginning of the year 562,838 1,259,088

Retained earnings, end of the year $ 536,612 $ 562,838

The accompanying notes are an integral part of these financial statements.
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Clinton & District Community Forest of BC Limited
Statement of Cash Flows

For the year ended December 31 2021 2020

Cash flows from operating activities
Cash receipts from customers $ 3,591,549 $ 914,880
Cash paid to suppliers and employees (3,595,991) (1,626,663)
Interest received 46,193 35,343

41,751 (676,440)

Cash flows from investing activities
Redemption (acquisition) of term deposit 323,806 516,567
Acquisition of property and equipment - (34,391)

323,806 482,176

Net increase (decrease) in cash 365,557 (194,264)

Cash, beginning of the year 16,424 210,688

Cash, end of the year $ 381,981 $ 16,424

The accompanying notes are an integral part of these financial statements.
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Clinton & District Community Forest of BC Limited
Notes to Financial Statements

December 31, 2021

1. Significant Accounting Policies

Nature of Business Clinton & District Community Forest of BC Ltd. (the "Company") is
incorporated under the laws of British Columbia and its principle
business activity is logging and log hauling.

Basis of Accounting As a government business enterprise, Canadian public sector
accounting standards require the Company to adhere to the
standards applicable to publicly accountable enterprises in the
CPA Handbook - Accounting. Accordingly the Company is required
under Canadian generally accepted accounting principles to
prepare its financial statements using International Financial
reporting Standards. Management has determined that the
internal reporting needs of the Company and its shareholder, The
Corporation of the Village of Clinton, are met through the use of
Canadian accounting standards for private enterprises ("ASPE")
and, therefore, these financial statements have been prepared in
accordance with that framework. Since ASPE is not designed to
necessarily meet the needs of all users of the financial
statements of a government business enterprise, the readers of
these financial statements may require additional information.

Revenue Recognition Revenue includes the sale of raw logs. Revenue from the sale of
raw logs is recognized upon transfer of the significant risks and
ownership of the logs, provided that collectibility is reasonably
assured.

Revenue also includes various grants. Where the province
allocates funds annually and the recipient uses and recognizes
funds as the expenses for the related project occur.

Income Taxes As a municipal corporation, the Company is exempt from tax
under Section 149 of Division H of the Income Tax Act.
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Clinton & District Community Forest of BC Limited
Notes to Financial Statements

December 31, 2021

1. Significant Accounting Policies (continued)

Financial Instruments Unless otherwise noted, it is management's opinion that the
company is not exposed to significant interest, currency or credit
risks arising from its financial statements.

Financial instruments are recorded at fair value at initial
recognition.

Financial assets are tested for impairment when indicators of
impairment exist.  When a significant change in the expected
timing or amount of the future cash flows of the financial asset is
identified, the carrying amount of the financial asset is reduced
and the amount of the write-down is recognized in net income.  A
previously recognized impairment loss may be reversed to the
extent of the improvement, provided it is not greater than the
amount that would have been reported at the date of the
reversal had the impairment not been recognized previously, and
the amount of the reversal is recognized in net income.

Silviculture Liability Forestry legislation in British Columbia obligates the Company to
incur the costs of reforestation on its harvested forest and
community forest licenses, which include the costs to restore,
maintain and manage the timberland over an approximate ten
year period. Accordingly, the Company records an estimate at fair
value of the costs of reforestation in the current period in which
the timber is cut, with the fair value of the liability determined
with reference to the present value of the estimated future cash
flows. In the periods subsequent to the initial measurement,
changes in the liability resulting from the passage of time and
revisions to the estimated future cash flows are recognized in the
statement of earnings as they occur. Estimates for reforestation
may be materially impacted by forest fires, adverse weather
conditions, wildlife damage, forest health issues, changing
government legislation and inaccurate projections.

Property and  Equipment Property and equipment are stated at cost less accumulated
amortization.  Expenditures for repairs and maintenance are
expensed as incurred.  Betterments that extend the useful life of
the asset are capitalized.

Amortization based on the estimated useful life of the asset is
calculated as follows:

Method Rate
Furniture and equipment Declining balance 20%
Computer equipment Declining balance 50%
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Clinton & District Community Forest of BC Limited
Notes to Financial Statements

December 31, 2021

1. Significant Accounting Policies (continued)

Impairment of Long-lived
Assets

In the event that facts and circumstances indicate that the
Clinton & District Community Forest of BC Ltd.'s long-lived assets
may be impaired, a test of recoverability would be performed.

Such a test entails comparing the estimated future undiscounted
cash flows associated with the asset to the asset's carrying
amount to determine if a write down to market value or
discounted cash flow value is required.

For purposes of recognition and measurement of an impairment
loss, a long-lived asset is grouped with other assets and liabilities
to form an asset group at the lowest level for which identifiable
cash flows are largely independent of the cash flows of other
assets and liabilities.

Use of Estimates The preparation of financial statements in accordance with
Canadian accounting standards for private enterprises requires
management to make estimates and assumptions that affect the
reported amounts of assets and liabilities at the date of the
financial statements, and the reported amount of revenue and
expenses during the reporting period. Actual results could differ
from management's best estimates as additional information
becomes available in the future.

2. Term Deposit

Investments consist of two cashable term deposits: $631,652 (2020 - $670,997) earning interest
at 2.1% and $182,586 (2020 - $467,047) earning interest at 1.9% both maturing on January 16,
2024.
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Clinton & District Community Forest of BC Limited
Notes to Financial Statements

December 31, 2021

3. Property and  Equipment

2021 2020

Cost
Accumulated
Amortization Cost

Accumulated
Amortization

Land $ 33,720 $ - $ 33,720 $ -
Furniture and

equipment 18,179 10,965 18,179 9,162
Computer equipment 3,461 2,743 3,461 2,024

55,360 13,708 55,360 11,186

$ 41,652 $ 44,174

4. Silviculture Liability

The Company is obligated to meet the legislative standards for reforestation of harvested
timberlands. The obligation occurs at the time the timber is cut, and the estimated fair value
of the liability for reforestation is established with reference to the present value of the
estimated future cash flows required to settle the liability.

The reforestation expenditures to occur over the next four years have been adjusted for
inflation and discounted at the Company's estimated credit adjusted risk free average rate of
2.00% (2020 - 2.00%)

Measurement uncertainty exists to the extent which the Company estimates the cost of future
reforestation on current production and forecasts future reforestation costs on the current
condition of reforested timberlands with reference to legislative expectations. The degree of
uncertainty is unknown as future events outside of the Company's control including government
legislation, and environmental impacts to reforested timberlands may impact reforestation
costs.

5. Share Capital

Issued and outstanding shares:

2021 2020

$ 1 $ 1
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Clinton & District Community Forest of BC Limited
Notes to Financial Statements

December 31, 2021

6. Unused Credit Facility

The company has an available operating line with Integris Credit Union with a credit limit of
$50,000, bearing interest at the banks line of credit rate of 5.30%. Cost of borrowing expressed
as an annual percentage rate, payable on the unpaid balance at the end of each monthly
payment period. Sum outstanding for less than 30 days will bear interest at the stated annual
percentage applied daily for the number of days the said sum is outstanding.

7. Community Distributions

As a part of its annual budgeting process, the Board identifies the amount of profit that is to be
distributed to the Village of Clinton and to other non-profit groups. The distribution of profits is
done on a split of 60% to the Village of Clinton and 40% to other non-profit groups. Profits to be
distributed is determined by reviewing the annual income and looking forward to what
upcoming reforestation, capital or other expenses will be required in the following year. The
distribution balances are as follows:

Village of
Clinton

Other non-
profit groups

Undistributed funds, beginning of year $ - $ 73,609
Distributions in the year - (70,168)

Undistributed funds, end of year $ - $ 3,441

8. Grant Funding

At various times, the Company has been apprached to assit with various projects relating
to the Community Forest. The funding received and related programs are described below.

The Forests For Tomorrow (FFT) grant program is for the surveying, treatment and
reforestation of eligible stands within the Elephant Hill Wildfire area within the Community
Forest. The grant revenues of this government funded program are used to pay for all of
the costs incurred for the above activities. This is a program which the Community Forest
has participated in for several years.

The Forest Enhancement of British Columbia (FESBC) fuel management grant program is for
the 100 meter wide fuelbreak which was established on the Hart Ridge area south of
Clinton. The grant revenues of this government funded program are used to pay for all of
the costs incurred for the prescription and treatment of the fuelbreak.
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Clinton & District Community Forest of BC Limited
Notes to Financial Statements

December 31, 2021

9. Financial Instruments

Credit risk

The Clinton & District Community Forest of BC Ltd. is exposed to credit risk arising from all of
its bank accounts and deposits being held at one financial institution.

Liquidity risk

Liquidity risk is the risk that the Clinton & District Community Forest of BC Ltd. will encounter
difficulty in meeting its obligations associated with financial liabilities.  Liquidity risk includes
the risk that, as a result of operational liquidity requirements, the Clinton & District Community
Forest of BC Ltd. will not have sufficient funds to settle a transaction on the due date; will be
forced to sell financial assets at a value, which is less than what they are worth; or may be
unable to settle or recover a financial asset.  The Clinton & District Community Forest of BC
Ltd. is exposed to this risk mainly in respect of its accounts payable and silviculture obligation.

The Clinton & District Community Forest of BC Ltd.’s approach to managing liquidity is to
ensure, as far as possible, that it will always have sufficient cash flows to fund its operations
and to meet its liabilities when due, under both normal and stressed conditions.  The Clinton &
District Community Forest of BC Ltd. maintains a portion of its invested assets in term deposits.
The Clinton & District Community Forest of BC Ltd. also maintains certain credit facilities,
which can be drawn upon as needed.

There have not been any changes in the risk from the prior year.

10. Global Pandemic

The global pandemic has disrupted economic activities and supply chains. Although the
disruption from the virus is expected to be temporary, given the dynamic nature of these
circumstances, the duration of business disruption and the related financial impact cannot be
reasonably estimated at this time. The entity’s ability to continue to meet other obligations as
they come due is dependent on the continued ability to generate earnings and cash flows,
including the use of existing credit facilities.
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