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Lieutenant Colonel The Honourable Edith Dumont Lieutenant Governor of the Province of Ontario

May it please Your Honour:

For the information of Your Honour and the Legislative Assembly, | have the privilege of presenting
the annual report of the Northern Ontario Heritage Fund Corporation for the fiscal year ending
March 31, 2026.

Respectfully submitted,

g

Hon. George Pirie
Chair, Northern Ontario Heritage Fund Corporation
Minister of Northern Economic Development and Growth



Introduction from George Pirie, Board Chair

Northern Ontario continues to be a region of significant opportunity, supported by strong
communities, abundant resources and a skilled workforce. As global economic conditions evolve,
our government is focused on ensuring the North is well positioned to adapt, compete and succeed.

For nearly four decades, the Northern Ontario Heritage Fund Corporation (NOHFC) has played an
important role in advancing economic development by supporting business growth, strengthening
infrastructure and creating good-paying jobs. Its programs enable communities, businesses and
industries to respond to changing conditions, pursue innovation and build on their unique strengths.

As part of the government’'s plan to safeguard Ontario, the province is making strategic
investments. Through the NOHFC, we are prioritizing funding that protects northern industries and
jobs, addresses the impacts of U.S. tariffs and trade disruptions and unlocks new opportunities for
sustained economic growth. This approach is strengthening business confidence, supporting
sector development and reinforcing northern Ontario’s role as a key contributor to the provincial
economy.

These investments are delivering tangible results across the region, from improved infrastructure,
such as ports and industrial parks, to expanded company operations. They are helping businesses
scale, enabling municipalities to enhance local assets and ensuring workers have access to
meaningful employment, including on-the-job training, close to home. These efforts are building
momentum and creating conditions for long-term success.

By working with our northern partners, we are advancing shared priorities and supporting growth.
This approach ensures that investments reflect local needs while contributing to broader economic
resilience and self-reliance across the North.

Due to the evolving geopolitical environment, the development of Northern Ontario is essential to
secure the sovereignty of Canada. Through continued collaboration, we are laying the foundation
for a strong, competitive and prosperous region for many more years to come. Northern Ontario’s
future is bright.

The Honourable George Pirie
Chair of the Northern Ontario Heritage Fund Corporation
Minister of Northern Economic Development and Growth
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Executive Summary

NOHFC delivered strong and measurable results during the fiscal year 2025-2026, supporting
economic development across the region through strategic investments and improved program
delivery.

In 2025-2026, NOHFC investments helped businesses expand, communities upgrade
infrastructure, and workers access new opportunities—supporting over 3,000 jobs across Northern
Ontario.

Performance Highlights
e 3,002 jobs to be created or retained, exceeding the annual target of 1,800
e 1,085 projects approved, spanning multiple sectors and communities
e Leverage ratio of 4.25, significantly exceeding the target of 3.0

Key Drivers of Performance

The Corporation’s performance was influenced by several factors:
¢ Increased demand for private sector project funding
e Continued focus on operational efficiency and program accessibility
e Continued growth and development of digital modernization initiatives

Strategic Achievements
e Expansion of the service area to include the District of Muskoka
¢ Enhanced outreach and participation among Indigenous communities
e Continued alignment with provincial priorities identified in the 2024 mandate letter

These results reinforce NOHFC's role as a key driver of economic growth, investment attraction,
and job creation in Northern Ontario.
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NOHFC Board of Directors During Fiscal 2025-2026

POSITION | NAME of BOARD APPOINTMENT|{LOCATION ATTENDANCE
DIRECTOR TERM DIRECTOR PERCENTAGE
RESIDES
Chair Pirie, George 27-Mar-2025 - N/A Timmins 100%
Vice Chair [ Sinclair, David |18-Dec-2002 - 18-Dec-2027 |Kenora 80%
Member Biasucci, 29-Aug-2019 — 29-Aug-2026 |Sault Ste. Marie 100%
Salvatore (Sam)
Member Chirico, Peter  |29-Aug-2019 — 29-Aug-2026 |North Bay 25% (on a leave of
absence)
Member Fox, Michael 17-May-2011 — 06-Jun-2028 | Thunder Bay 80%
Member Blenkarn, Tonia [ 24-Apr-2020 — 01-May-2028 |Pointe Au Baril 80%
Member Marcil, Laurie  [09-Jan-2020 — 09-Jan-2028 |North Bay 100%
Member Kamphof, Bernie| 16-Apr-2020 - 01-May-2028 | Murillo 80%
Member Slade, Fred 31-Jan-2019 - 31-Jan-2028 |Sudbury 100%
Member Spinney, Bill 09-Jan-2020 — 09-Jan-2028 |Nobel 80%
Member Mitchell, Donald | 11-Jun-2020 — 11-Jun-2028 |Sault Ste. Marie 80%
Member Ballance, 18-Jun-2020 — 18-Jun-2028 |Ear Falls 80%
Kimberly
Member Belanger, Lucy |01-Oct-2020 — 30-Sep-2028 | Thunder Bay 100%
Member Prodaniuk, Sue |26-Nov-2020 — 25-Nov-2028 | Thunder Bay 100%
Member Bittner, Karen |01-Feb-2025 — 01-Feb-2027 |Blind River 80%
Member Nelson, Theresa| 01-Feb-2024 — 01-Feb-2027 | Nipigon 40%
Member Reid, Kari 01-Feb-2024 — 01-Feb-2027 | Timmins 80%
Member Suski, Diane 28-Mar-2024 — 01-May-2028 | Noelville 60%
Member Pilon, Melanie |28-Jan-2025 — 28-Jan-2028 |(Wawa 80%

Appointees to the Northern Ontario Heritage Fund Corporation Board of Directors receive $1.00

annually.
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The Northern Ontario Heritage Fund Corporation

Mandate and Objectives

The Northern Ontario Heritage Fund Corporation (NOHFC) was established in 1988 under the
enabling legislation of the Northern Ontario Heritage Fund Act. Its mandate is to promote and
stimulate economic development across Northern Ontario through financial assistance to
initiatives that:

e Stabilize local economies

e Encourage diversification

e Foster sustainable economic growth

NOHFC is a board-governed Agency with an appointed Board of Directors, chaired by the Minister
of Northern Economic Development and Growth (MNEDG).

NOHFC’s objectives are set out in the Northern Ontario Heritage Fund Act as follows:
(a) to advise and make recommendations to the Lieutenant Governor in Council on any
matter relating to the growth and diversification of the economy of Northern Ontario;
(b) to promote and stimulate economic initiatives in Northern Ontario; and
(c) to commission studies and enter into contracts in connection with the objects set out in
clauses (a) and (b) above.

Service Area

NOHFC provides financial support for projects across Northern Ontario, including the districts of:
Algoma, Cochrane, Kenora, Manitoulin, Muskoka, Nipissing, Parry Sound, Rainy River, Sudbury,
Thunder Bay, and Timiskaming.

The inclusion of Muskoka in January 2025 represents a significant expansion of the service area,

reflecting a broader interpretation of Northern economic integration and enabling additional
communities to benefit from NOHFC programming.

Strategic Direction

NOHFC'’s strategic priorities are guided by a ministerial letter of direction, and this Annual Report
reflects two letters, one issued in October 2024 with an addendum in May 2025. This second
letter of direction reflected significant global economic changes and guided the NOHFC and its
Board through most of the fiscal year, and for every Board meeting and funding decision made
that year.

NOHFC priorities from the combined letters of direction were as follows:
e Supporting projects which will act as an economic catalyst as well as those with strategic

economic importance.
e Supporting broader community and organization participation in NOHFC programming,
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while continuing to provide superior client service.

e Fast tracking solutions, as necessary, for sectors or communities impacted by tariffs as
well as those that will have significant and broad economic impact.

e Enabling easier, efficient processes that reduce burden to submitting applications.

e Responding to recommendations identified in the Mandate Review of the NOHFC
undertaken in fiscal year 2024-25.

To support these priorities, the mandate letter outlines expectations for NOHFC to be:

Innovative
e Simplify client interactions
e Expand and optimize digital service offerings
e Improve client satisfaction
e Share data with Supply Ontario, when requested, regarding procurement spending and
planning, contract arrangements, and vendor relations to support data-driven decision-
making.

Sustainable
e Strengthen public service delivery by optimizing organizational capacity and directing
existing resources to priority areas.
e Use Public Resources efficiently and operate within the Agency’s financial allocations.

Accountable
e Develop and report on outcome-focused performance measures to effectively monitor and
measure performance.
e Protect individual, business, or organization data by actively managing data and
cybersecurity and reporting Artificial Intelligence uses.
e Report all high risks, including effective mitigation plans.

Flexible, Resilient and Adaptable
e Actively participate and support initiatives that strengthen Canada’s sovereignty.
e Enable sectors and communities to respond quickly to emerging economic pressures
linked to U.S. trade actions
e Strengthen regional economic competitiveness and adaptability
e Foster innovation and sustainable growth
e Create and maintain quality jobs across Northern Ontario

Through this targeted approach, NOHFC will support both immediate response efforts and long-
term economic development, ensuring Northern Ontario remains strong, competitive, and resilient
in the face of external trade challenges.

Together, these priorities ensure NOHFC remains aligned with government expectations while
supporting a resilient and competitive Northern Ontario economy.
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Vision, Mission and Guiding Principles

NOHFC established a strategic framework, including a vision, mission and guiding principles to
meet the expectations that align with government priorities and meet the expectations of the
annual letter of direction.

Vision

NOHFC will be a catalyst for key strategic investments to stimulate economic development and
diversification in Northern Ontario.

Mission

To partner with communities, not-for-profits, businesses, and entrepreneurs across Northern
Ontario to create jobs and strengthen the economy.

Guiding Principles

Recognition of Northern Ontario’s Unique Circumstances
e Programs and initiatives continue to be an important means of supporting the unique needs
of Northern Ontario, while also contributing to a strong resilient Ontario.

Adaptability
e The strategic planning process is an ongoing activity that provides NOHFC with a
management tool for adapting to changes in the future.

Reflective, Flexible and Forward-Thinking
e Review strategic priorities and plan, at minimum, on an annual basis to allow for continuous
improvement and forward-thinking planning.

Inclusiveness
e Develop and deliver programs and initiatives in a manner that recognizes the needs of the
North’s diverse communities, including, but not limited to, Indigenous communities.
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Strategic Priorities

In support of Building a Strong Ontario Together, efforts continue to focus on five strategic priority
areas. These include:

Innovation, Research and Development, and Commercialization

Support applied research and development projects and initiatives that lead to innovative products
and services with commercialization potential by:

e Advance new technologies through development and commercialization.

e Develop innovative projects.

e Strengthening collaboration between industry and research institutions.

Creativity, Productivity and Entrepreneurial Development

Support an environment that promotes creativity, productivity, and entrepreneurial development
that helps encourage:
e Collaboration with educational institutions and industry to promote productivity and
entrepreneurial development.
e Assisting northern stakeholders / partners to attract and retain a highly skilled and creative
workforce.
e Provide assistance to entrepreneurs at various stages of their business’ growth.

Partnerships and Collaboration

Maximize opportunities to leverage NOHFC funding to ensure the success of projects and
sustainable economic outcomes by:
e Engaging leaders in Northern Ontario, including economic development professionals, to
increase awareness, knowledge of and access to NOHFC programs.
e Supporting projects that demonstrate collaboration and partnership amongst public and
private sector organizations in Northern Ontario.
e Working with other funding partners to help develop and fund projects that result in job
creation and support a growing and sustainable Northern Ontario economy.

Furthermore, internally, NOHFC continues to focus on:
Organization Development and Renewal

Engaging in continuous improvement and human resource development to improve the efficiency,
effectiveness, access to, and delivery of NOHFC programs, as well as improve performance
measurement by:

e Continuous development of information technology capabilities and enhancing existing
systems to improve client ease of access to NOHFC programs and internal access to
program delivery metrics and statistics.

e Enhancing regular, ongoing dialogue with the Board of Directors to plan and anticipate
new and emerging opportunities and key government initiatives.
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e Developing business approaches and best practices that allow NOHFC and its program
delivery partners to proactively communicate and work with stakeholders / partners to
promote and facilitate access to NOHFC programs.

e Providing the tools and training that enable NOHFC to fulfill its role and responsibilities
effectively in a demanding environment.

Awareness, Education, and Recognition
Renew marketing, communications, and outreach efforts to improve awareness, understanding,
and recognition of NOHFC and its programs by developing effective tools that promote NOHFC

supports, application processes, and business streams that drive job creation and economic
growth.

NOHFC Support Programs

NOHFC delivers funding that provides support to help increase economic development and
job creation in the North through four programs:

Invest North Program Community Enhancement Program
o Innovation Stream o Rural Enhancement Funding Stream
o Investment Stream o Enhance Your Community Stream
People & Talent Program Cultural Supports Program
o Indigenous Workforce Development o Community Events Stream
Stream o Film & Television Stream
o Workforce Development Stream

Invest North Program - Supports business development through innovation and capital
investment streams.

Community Enhancement Program - Supports infrastructure and community development
initiatives.

People and Talent Program - Focuses on workforce development, including Indigenous
workforce initiatives.

Cultural Supports Program - Supports cultural industries, including events and the film and
television sector.

These programs are designed to address a wide range of economic development needs while
ensuring accessibility and flexibility with the intent to:
¢ Provide targeted and strategic investments into economic development;
Make it easier for more people and businesses to apply;
Support more projects in rural northern communities;
Target existing and emerging markets;
Provide more work opportunities for Indigenous people; and
Help grow a skilled workforce, including skilled trades.
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NOHFC Administration

The administration of NOHFC plays a critical role in the successful delivery of NOHFC’s mandate.
While the Board of Directors provides oversight and strategic direction, NOHFC’s administration
is responsible for the day-to-day operations required to implement programs and ensure that
funding decisions are executed efficiently, effectively, and in accordance with provincial policies
and priorities.

Governance and Operational Relationship

NOHFC operates within a formal governance framework established through a Memorandum of
Understanding (MOU) with the Ministry of Northern Economic Development and Growth
(MNEDG). This MOU defines the respective roles and responsibilities of the Ministry and NOHFC
and ensures that the Corporation has access to the administrative and operational support
necessary to fulfill its mandate. Under this structure:

e MNEDG provides administrative services, staffing resources, and operational support

e NOHFC retains responsibility for program delivery and funding decisions through its Board

of Directors
e Strategic alignment is maintained between provincial priorities and NOHFC programming

This collaborative model enables NOHFC to operate with both strategic independence and
operational integration, ensuring responsiveness while maintaining accountability to government.

Staffing and Organizational Capacity

During the fiscal year 2025-2026, NOHFC had an annual allocation of 23 full-time equivalents
positions (FTE).

The workforce is composed of:
e Unionized staff (OPSEU) responsible for program administration and operational support
e Unionized staff (AMAPCEO) providing analytical, financial, information technology and
advisory services
e Management personnel overseeing program delivery, financial control, policy
implementation, Agency compliance and strategic coordination

All staff assigned to NOHFC remain employees of the Ontario Public Service and are subject to
its policies, directives, and compensation frameworks.

The Executive Director operates within a dual reporting structure, reporting both to:
e The Board of Directors (through the Chair), and
e Senior leadership within MNEDG

This structure ensures that NOHFC maintains a balance between operational accountability and
strategic oversight, while enabling alignment with broader government priorities.
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A summary of NOHFC staffing for the past three years is as follows:

Employee Group | FTE Count at FTE Count at FTE Count at
March 31, 2024 | March 31, 2025 | March 31, 2026

OPSEU 13 14 13

AMAPCEO 5 5 6

Management 4 4 4

Total 22 23 23

Operational Functions and Service Delivery

NOHFC administration is responsible for a wide range of operational functions, including:
e Managing the intake, review, and processing of funding applications

Conducting financial analysis and overseeing due diligence on proposed projects

Coordinating Board materials and supporting decision-making processes

Monitoring funded projects to ensure compliance with program requirements

Maintaining effective relationships with service providers

Managing service standards and timeline requirements

Throughout the fiscal year, administration played a key role in facilitating timely and informed
funding decisions, which contributed to the high volume of approvals and strong program uptake.

Digital Transformation and Process Modernization

A major focus of effort during the fiscal year was the continued development and optimization of
NOHFC’s modernized information technology system. This system has significantly advanced
how the Agency delivers services and manages program operations.

Key benefits realized include:
e Improved client experience through simplified application and project administration
processes
e Enhanced internal data tracking and reporting capabilities, enabling better performance
measurement
e Greater operational efficiency

The successful deployment of this system has positioned NOHFC to better respond to
stakeholder needs and support future program growth.

Continuous Improvement and Capacity Building

NOHFC remains committed to continuous improvement in program delivery and organizational
performance. During the fiscal year 2025-2026, administrative efforts included:
e Strengthening internal processes to improve efficiency and accountability
e Expanding stakeholder engagement to increase awareness and participation in NOHFC
programs
e Improving coordination between program delivery teams and Service Providers
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These initiatives contributed to improved client satisfaction, operational performance, and
program accessibility.

Summary of Achievements

During the 2025-2026 fiscal year, the NOHFC achieved strong results in delivering on its mandate
to support economic development, job creation, and investment attraction across Northern
Ontario.

These achievements were driven by a combination of strategic planning, effective program
delivery, and continued alignment with provincial priorities.

Strengthening Economic Growth and Job Creation

NOHFC supported 1,085 projects across the region, resulting in 3,002 jobs to be created or
retained, significantly exceeding the target of 1,800 jobs, and nearly 600 more jobs than the
previous year’s total.

This outcome reflects:
e A strong demand for NOHFC financial support across sectors in Northern Ontario
e Increased participation from private sector applicants
e NOHFC’s effective targeting of investments toward high-impact projects

The composition of supported jobs—including direct employment, internships, and infrastructure-
related jobs—demonstrates NOHFC’s impact on economic activity.

Enhancing Program Accessibility and Participation

A key focus during the year was improving access to NOHFC programs and increasing
participation from a wider range of stakeholders.

Progress was made in:
¢ Expanding outreach to communities and organizations across the North
¢ Increasing participation among Indigenous communities and partners
e Supporting new applicants by simplifying application processes and providing enhanced
support

These efforts contribute to a more inclusive and equitable approach to economic development
funding.

Advancing Digital Transformation

The successful implementation and continued enhancement of NOHFC’s modernized IT system
represents a major milestone in improving program delivery.
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It has resulted in:
e More efficient processing of funding applications
e Improved access to information for applicants
e Enhanced data availability to support decision-making and performance tracking

The system supports both operational efficiency and improved client experience.
Improving Operational Efficiency and Decision-Making

NOHFC continued to focus on maximizing the effectiveness of internal operations, including:
e Streamlining processes to reduce turnaround times
¢ Enhancing due diligence and risk assessment practices
e Supporting informed decision-making by the Board of Directors

This resulted in a high volume of funding approvals while maintaining strong financial oversight
and accountability.

Leveraging Investment and Maximizing Impact of NOHFC support

For the fiscal year 2025-2026, a dollar of NOHFC investment leverage an additional investment
of 4.25 dollars, exceeding NOHFC'’s target of investment leverage of 3.00 dollars, demonstrating
its effectiveness in attracting and stimulating investments in Northern Ontario.

This reflects:
e Strong collaboration with funding partners
¢ Increased private sector investment
e Confidence in NOHFC-supported projects

The ability to leverage external funding significantly amplifies the economic impact of NOHFC
investments.

Strengthening Governance and Oversight
Throughout the fiscal year of 2025-2026, NOHFC maintained strong governance practices,
including:

e Ongoing oversight by the Board of Directors

e Continued monitoring of funded projects
e Effective management of due diligence processes

These measures ensure that funding decisions are made responsibly and that projects deliver
intended outcomes.

Supporting Continuous Improvement and Strategic Alignment

NOHFC also supported a mandate review process, to ensure its programs remain aligned with
evolving government priorities and the needs of Northern Ontario.
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This included:
e Evaluating program effectiveness
e |dentifying opportunities for improvement
e Aligning future program delivery with strategic objectives

These efforts position NOHFC to remain responsive and adaptable in a changing economic
environment.

NOHFC Performance Measures — Targets and Results

Performance measures are a core control mechanism used by NOHFC to measure the
effectiveness and impact of the programs. More specially, they are used to ensure NOHFC is:

e Delivering measurable economic benefits

e Advancing the mandate of Northern Ontario economic development

e Allocating public resources effectively and responsibly

NOHFC’s Key Performance Measures are:

e Jobs to Be Created/To Be Retained — to measure the number of estimated jobs that are
expected to be created and/or retained from NOHFC’s investment into a project. The job
numbers used are those calculated and reported in the approved evaluation.

e Leverage —to measure how effectively NOHFC’s funding attracts additional investment to
help further stimulate the economy.

e Client Satisfaction — to evaluate the quality of service provided by NOHFC and its service
providers and identify areas of improvements.

2025-2026 Performance Measure Results

Jobs to be Created or Retained Through NOHFC Investments

Jobs to be Created 12rgeted Jobs tobe
; Created and
and Retained !
Retained
3,002 1,800

Total Dollars Leveraged from NOHFC Investments

Actual Target
4.25 3.00

Number of Projects Approved

Total Projects Approved
1,085
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NOHFC Financial Performance — Target and Results

NOHFC maintains a strong commitment to responsible financial management, transparency, and
accountability in the administration of public funds. The financial results reflect its ongoing role in
delivering targeted investments that support economic development across Northern Ontario,
while ensuring that resources are managed prudently and effectively.

The following section provides a detailed overview of NOHFC'’s financial results over a three-year
period, along with analysis of key variances between budgeted and actual results, as well as year-
over-year changes. Actuals are based on audited financial results.

Operations and Accumulated Operating Surplus for Three Fiscal Years Ending March 31

2026 2026 2025 2024
(in 000's) Budget Actual Actual Actual
Revenue
&Og’tirqr)“e”t Transfers $110,000 $110,000  $100,000  $100,000
Interest on cash (Note 2) 2,500 2,579 3,825 4,601
Interest on loans receivable 800 960 818 846
Loan recoveries (Note 3) - 369 2,389 2,242
Recoveries of prior year
conditional contributions - 2,334 114 878
(Note 3)
Total revenue $113,300 $116,242 $107,146 $108,567
Expenses
Conditional contributions 106,347 109,995 108,207 112,937
(Note 4)
Loan valuation allowance
(Note 5) 2,600 49 750 233
Administration:
Salaries and Benefits 3,263 2,758 2,725 2,519
Transportation & 250 148 175 190
Communication
Services (Note 7) 2,302 1,735 1,842 1,667
Management Fees 3,500 3,171 3,172 3,170
Marketing (Note 7) 500 15 15 35
Supplies and Equipment 20 3 4 5
System Modernization ) ) 188 1 445
(Note 8) ’
Total expenses $118,782 $117,874 $117,078 $122,201
Operating Deficit ($5,482)  ($1,632) ($9,932) ($13,634)
Accumulated operating 286,270 296,202 300,836
surplus, beginning of year
Accumulated operating $284,638  $286,270  $296,202

surplus, end of year
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Notes — Variances to Budget and Prior Year
Note 1 — Government Transfers

Government transfers for the fiscal year 2025-2026, totaled $110 million. This represents a $10
million increase from prior years, reflecting enhanced provincial support to expand program
delivery and accommodate the inclusion of the District of Muskoka within NOHFC’s programing
service area.

Note 2 — Interest on Cash

Interest earned on cash totaled $2.6 million for the fiscal year 2025-2026, slightly exceeding the
budget of $2.5 million, but significantly lower than the prior year.

The year-over-year decrease is primarily attributable to:
e Adecline in average annual interest rates levels (3.11% in 2025-2026 compared to 4.78%
in 2024-2025)
e Changes in cash balances throughout the fiscal year 2025-2026, as additional funds were
disbursed to support increased program activity over the fiscal year 2024-2025

Despite the lower interest rate, actual results exceeded budget due to strict cash flow
management and timing of disbursements for program activity.

Note 3 — Loan Recoveries and Recoveries of Prior Year Conditional Contributions

Recoveries totaled $2.7 million in the fiscal year 2025-2026. These recoveries consist of:
e Loan recoveries ($369,000)
e Recoveries of prior year conditional contributions ($2.3 million)

Compared to the prior fiscal year 2024-2025, recoveries of prior year conditional contributions
increased substantially, reflecting a strong stewardship of public funds through:
e Enhanced project compliance monitoring and enforcement activities by NOHFC
e Issuance of default and demand letters related to non-compliance with NOHFC funding
agreements

Note 4 — Conditional Contributions

Conditional contribution expenses totaled $110.0 million, exceeding the budget of $106.3 million
and slightly higher than the prior year.

This variance is driven by:
¢ Higher-than-anticipated project approvals, particularly in the private sector
e Acceleration of NOHFC supported project timelines, with the completion of previously
delayed NOHFC supported projects during the fiscal year 2025-2026
e Increased funding commitments carried forward from the prior fiscal year
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These factors reflect strong demand for NOHFC programming and demonstrate the Agency’s
responsiveness in supporting economic development opportunities.

Note 5 — Loan Valuation Allowance
Loan valuation allowance expense was $49,000, significantly lower than the budget of $2.6 million
and below the prior fiscal year levels.

This favourable variance is attributable to:
e Improved client repayment performance across NOHFC’s loan portfolio
e Lower default rates on NOHFC loans than anticipated due to enhanced due diligence
efforts
e A reduction in the overall size of NOHFC’s loan portfolio as the Agency programing
continues to provide a higher level of conditional contributions rather than loans as financial
support.

This result reflects a strengthening in the quality and performance of NOHFC’s loan portfolio and
reduced credit risk exposure.

Note 6 — Transportation and Communication

Transportation and communication expenses totaled $148,000, below the budget of $250,000 and
lower than prior-year spending.

This decrease reflects:
e Reduced travel expenditures due to increased use of virtual meeting technologies
e Continued efforts to manage discretionary spending
e Operational efficiencies realized through digital service delivery

Note 7 — Services and Marketing

Combined spending on services and marketing was $1.75 million, significantly below the
combined budget of $2.8 million.

This variance is primarily due to:
e Reduced reliance on external consulting and professional services
e Lower marketing expenditures, as outreach activities were supported through existing
channels and digital platforms
e A strategic decision to prioritize funding allocation toward program delivery rather than
administrative expenditures

These results demonstrate NOHFC’s focus on cost containment while maintaining effective
program delivery.

Note 8 — System Modernization

No expenditures were incurred for system modernization in the fiscal year 2025-2026, compared
to prior-year expenditures of $188,000 and $1.4 million in earlier years.
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This reflects:
e The successful completion and full implementation of the system modernization initiative
e Transition from development to operational use of the information technology system

The absence of these costs contributed to overall reductions in administrative expenses.
Overall Financial Position

The operating deficit of $1.6 million for the fiscal year 2025-2026, represents a substantial
improvement compared to deficits of $9.9 million in 2024-2025, and $13.6 million in 2023—2024.

This improvement is the result of:
e Controlled growth in expenses, despite increased program activity
e Reduced loan valuation
e Controlled and reduced administrative costs

NOHFC’s accumulated operating surplus of $284.6 million ensures the Agency is able to meet its
outstanding funding commitments.
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Trends in Revenue and Expenses
All tables below are shown in $000’s.
Three-Year Comparison of Revenue and Expenses

The following table provides a three-year comparison of NOHFC’s revenues and expenses. This
trend highlights the relationship between funding received, program expenditures, and overall
operating results.

Over the fiscal years 2023-2024 to 2025-2026, NOHFC has demonstrated improved financial
performance, with a steady reduction in the operating deficit. This reflects a combination of
increased government funding, effective cost management, and adjustments in program delivery,
while continuing to maintain a high level of investment in economic development initiatives across
Northern Ontario.

Fiscal Revenue Expenses Revenue Over Expenses

Year (Expenses Over Revenue)
2023-2024 $108,567 $122,201 ($13,634)
2024-2025 $107,146 $117,078 ($9,932)
2025-2026 $116,242 $117,874 ($1,632)

Summary of Administrative Expenses

The table below summarizes NOHFC’s administrative expenses for the fiscal year 2025-2026 and
presents each category as a proportion of total administrative spending.

Administrative expenses represent the costs associated with delivering programs, supporting
clients, and maintaining operational capacity. As demonstrated, NOHFC maintains a strong focus
on efficiency, with the majority of expenditures allocated directly to program. The distribution of
costs reflects a balanced approach to maintaining essential administrative functions while
maximizing the amount of funding directed toward economic development projects.

Percentage of Total

Expense Total Expenses
Salaries and benefits $2,758 35.2%
Transportation and communication 148 1.9%
Services 1,735 22.1%
Management fees 3,171 40.5%
Marketing 15 0.2%
Supplies and equipment 3 0.1%
System modernization - 0.0%
Total $7,830 100%
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Three-Year Comparison of Administrative Expenses

The following table presents a comparative analysis of administrative expenses over the past
three fiscal years. This comparison provides insight into trends in operating costs and highlights
NOHFC'’s ongoing efforts to manage administrative spending effectively. The overall reduction in
total administrative expenses over this period is largely attributed to the completion of system

modernization initiatives and continued cost containment measures.

Fiscal Year
Expense 2023-2024 2024-2025 2025-2026
Salaries and benefits $2,519 $2,725 $2,758
Transportation and communication 190 175 148
Services 1,667 1,842 1,735
Management fees 3,170 3,172 3,171
Marketing 35 15 15
Supplies and equipment 5 4 3
System modernization 1,445 188 -
Total $9,031 $8,121 $7,830
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Northern Ontario Heritage Fund Corporation
Year ended March 31, 2026

Management’s Responsibility for Financial Information

The accompanying financial statements of the Northern Ontario Heritage Fund Corporation
(NOHFC) have been prepared in accordance with Canadian public sector accounting standards
and are the responsibility of management. The preparation of financial statements necessarily
involves the use of estimates based on management’s judgment, particularly when transactions
affecting the current accounting period cannot be finalized with certainty until future periods.
Estimates and assumptions are based on historical experience, current conditions and various
other assumptions believed to be reasonable in the circumstances.

Management is responsible for establishing and maintaining a system of internal controls
designed to provide reasonable assurance that the financial records are relevant, reliable and
accurate, and that assets are properly accounted for and safeguarded. The system includes
formal policies and procedures and an organizational structure that provides for appropriate
delegation of authority and segregation of responsibilities.

The Board of Directors oversees management’s responsibilities for financial reporting through
an Audit Committee, which is composed entirely of independent directors. This Committee
reviews our financial statements and recommends them to the Board for approval. The Audit
Committee is also responsible for reviewing our internal controls and advising the directors on
auditing matters and financial reporting issues.

The Office of the Auditor General, appointed by our legislation, has audited the financial
statements in accordance with Canadian generally accepted auditing standards, as stated in
their Independent Auditor’'s Report. The Office of the Auditor General has full and unrestricted
access to the Audit Committee to discuss their audit and related findings.

U Apaet

n Guerard, CPA, CA %f)celyn Ouellet, CPA, CMA
xecutive Director anager Financial Services
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To the Northern Ontario Heritage Fund Corporation

Opinion

I have audited the financial statements of the Northern Ontario Heritage Fund Corporation
(NOHFC), which comprise the statement of financial position as at March 31, 2026, and the
statements of operations and accumulated surplus, changes in net financial assets and cash flows

for the year then ended, and notes to the financial statements, including a summary of significant
accounting policies.

In my opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the NOHFC as at March 31, 2026, and the results of its operations, changes in
its net financial assets and its cash flows for the year then ended in accordance with Canadian
public sector accounting standards.

Basis for Opinion

I conducted my audit in accordance with Canadian generally accepted auditing standards. My
responsibilities under those standards are further described in the Auditor's Responsibilities for the
Audlit of the Financial Statements section of my report. I am independent of the NOHFC in accordance
with the ethical requirements that are relevant to my audit of the financial statements in Canada,
and I have fulfilled my other ethical responsibilities in accordance with these requirements. I
believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis for
my opinion.

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 public sector accounting standards, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the NOHFC'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 the NOHFC either intends to cease operations,
or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the NOHFC's financial reporting
process.



Auditor’s Responsibilities for the Audit of the Financial Statements

My 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 my 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, I exercise
professional judgment and maintain professional skepticism throughout the audit. I 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 my 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 NOHFC's internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.
. Conclude on the appropriateness of management's use of the going concern basis of

accounting and based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the NOHFC's ability
to continue as a going concern. If I conclude that a material uncertainty exists, I am
required to draw attention in my auditor’s report to the related disclosures in the financial
statements or, if such disclosures are inadequate, to modify my opinion. My conclusions are
based on the audit evidence obtained up to the date of my auditor's report. However,
future events or conditions may cause the NOHFC 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.

I 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 I identify during my audit.

Toronto, Ontario Jeremy Blair, CPA, CA, LPA
June 29, 2026 Assistant Auditor General



NORTHERN ONTARIO HERITAGE FUND CORPORATION

Statement of Financial Position
As at March 31, 2026

(Thousands of Canadian dollars) 2026 2025

Financial assets

Cash $ 79,621 $ 92,689
Interest receivable 68 63
Loans receivable (note 4) 16,768 17,799
Due from Province of Ontario (note 5) 192,500 182,500
Total financial assets 288,957 293,051
Liabilities

Accounts payable and accrued liabilities (note 6) 4,319 6,781
Net financial assets 284,638 286,270
Accumulated Surplus $ 284,638 $ 286,270

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

Vice Chair
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v

Audit Committee Member




NORTHERN ONTARIO HERITAGE FUND CORPORATION

Statement of Operations and Accumulated Surplus
For the year ended March 31, 2026

Budget
(Thousands of Canadian dollars) 2026 2026 2025
Revenues:
Government Transfers (note 5) $ 110,000 $ 110,000 $ 100,000
Interest on cash 2,500 2,579 3,825
Interest on loans receivable 800 960 818
Loan recoveries (note 4) - 369 2,389
Recoveries of prior year conditional - 2,334 114
contributions
Total revenues 113,300 116,242 107,146
Expenses:
Conditional contributions (note 3) 106,347 109,995 108,207
Loan valuation allowance (note 4) 2,600 49 750
Administration (note 7) 9,835 7,830 8,121
Total expenses 118,782 117,874 117,078
Operating deficit $(5482) $(1,632) $ (9,932)
Accumulated operating surplus, beginning 286,270 296,202
of year
Accumulated operating surplus, end of $ 284,638 $ 286,270
year

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



NORTHERN ONTARIO HERITAGE FUND CORPORATION

Statement of Changes in Net Financial Assets
For the year ended March 31, 2026

Budget
(Thousands of Canadian dollars) 2026 2026 2025
Net financial assets beginning of year $ 286,270 $ 286,270 $ 296,202
Operating deficit (5,482) (1,632) (9,932)
Net financial assets, end of year $ 280,788 $ 284,638 $ 286,270

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



NORTHERN ONTARIO HERITAGE FUND CORPORATION

Statement of Cash Flows
For the year ended March 31, 2026

(Thousands of Canadian dollars) 2026 2025
Cash flows from operating activities
Cash received from:
Government transfers (note 5) $ 100,000 $ 125,000
Interest on loans receivable 948 801
Interest on cash 2,579 3,825
Loan recoveries - 94
Recoveries of prior year conditional contributions 2,334 114
105,861 129,834
Cash paid for:
Conditional contributions (111,757) (107,317)
Administration costs (8,530) (8,129)
(120,287) (115,446)
Net cash flows (used in) from operating activities (14,426) 14,388
Cash flows from investing activities
Loan disbursements (6,028) (7,492)
Loan repayments 7,386 8,241
Net cash flows from investing activities 1,358 749
Net (decrease) increase in cash (13,068) 15,137
Cash, beginning of year 92,689 77,552
Cash, end of year $ 79,621 $ 92,689

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



NORTHERN ONTARIO HERITAGE FUND CORPORATION

Notes to Financial Statements
For the year ended March 31, 2026
(Thousands of Canadian dollars)

1.

Nature of the organization:

The Northern Ontario Heritage Fund Corporation (the “Corporation”) was established,
without share capital, on June 1, 1988 under the Northern Ontario Heritage Fund Act.
The purpose of the Corporation is to promote infrastructure improvements and
economic development opportunities in Northern Ontario by providing financial
assistance by way of conditional contributions and term loans. As an Ontario Crown
agency, the Corporation sexempt from federal and provincial income taxes under the
Income Tax Act (Canada).

The Corporation partners with communities, businesses and entrepreneurs across
Northern Ontario to create or retain jobs and strengthen the Northern Economy through
the delivery of targeted programs.

During fiscal 2025-26, the Corporation delivered four programs focused on creating or
retaining jobs and strengthening the Northern Economy: Community Enhancement,
People and Talent, Invest North and Cultural Supports. Funding for these programs is
offered as a conditional contribution and/or loan.

Significant accounting policies:
(a) Basis of accounting:

The financial statements have been prepared by management in accordance with
Canadian public sector accounting standards established by the Canadian Public
Sector Accounting Board (PSAB) of the Chartered Professional Accountants of
Canada.

A statement of remeasurement gains and losses has not been presented as there is
nothing to report therein.

The significant accounting policies used to prepare these statements are
summarized below.

(b) Revenue recognition
Government transfers

On an annual basis, the Corporation receives a transfer payment from the Province
of Ontario (the Province) through the Ministry of Northern Economic Development
and Growth (MNEDG) to fund operations and deliver the major programs described
in Note 1. The use of the money received through this transfer is at the discretion of
the Corporation. Unused amounts remain with the Corporation and can be carried
forward indefinitely and are without eligibility criteria.

Revenue is recognized in the Statement of Operations and Accumulated Operating
Surplus when the transfer is authorized by MNEDG, as evidence by a signed funding
letter to the Corporation. Funds received from the Province are recognized as
deferred revenue when these conditions give rise to a liability.



NORTHERN ONTARIO HERITAGE FUND CORPORATION

Notes to Financial Statements
For the year ended March 31, 2026
(Thousands of Canadian dollars)

2. Significant accounting policies (continued)

Interest income

Interest income is recognized when earned. Interest revenue on loans receivable is
recognized in an amount estimated to be recoverable. Interest income ceases to be
recognized when the collectability of either the principal or interest is not reasonably
assured.

(c) Financial instruments:

The Corporation’s financial instruments are cash, loans receivable, interest
receivable, accounts payable and accrued liabilities.

Initial recognition and measurement

All financial instruments are assigned to one of the two measurement categories at
initial recognition: fair value, or cost/amortized cost.

All the Corporation’s financial instruments are measured at amortized cost. They are
initially recognized at cost, including the transaction costs that are directly
attributable to the acquisition.

Subsequent measurement

For financial assets and financial liabilities measured at amortized cost, interest is
recorded using the effective interest rate (EIR) method. The EIR is the rate that
discounts the estimated future cash payments or receipts over the expected life of
the financial instrument or, where appropriate, a shorter period.

Impairment

Financial assets measured at amortized cost are assessed for impairment at each
financial statement date. The Corporation evaluates whether there is objective
evidence that a financial asset is impaired. When such evidence exists, an
impairment loss is recognized and reported in the Statement of Operations and
Accumulated Operating Surplus.

Loans receivable are reported at the lower of cost and net recoverable value.
Valuation allowances are recorded to reflect estimated losses on loans and are
deducted from the carrying value of loans receivable.

Valuation allowances consist of allowances for individually identified impaired loans
and a general allowance for the remainder of the loan portfolio. The general
allowance is determined based on historical loss experience for loans in good
standing, as well as other relevant information available to management at the
reporting date.

Changes in valuation allowances are recognized in the Statement of Operations and
Accumulated Operating Surplus as an expense. Reductions in previously recorded
allowances resulting from loan repayments are recognized as loan recovery
revenue.



NORTHERN ONTARIO HERITAGE FUND CORPORATION

Notes to Financial Statements
For the year ended March 31, 2026
(Thousands of Canadian dollars)

2. Significant accounting policies (continued):

Loans are written off when there is no realistic prospect of recovery. Write-offs of
loans are required to be approved by the Corporation’s Board of Directors and are
not reversed in subsequent periods. The carrying amount of the loan, net of any
valuation allowances, is reduced by the amount of the loss and recorded as an
expense in the Statement of Operations and Accumulated Operating Surplus.
Amounts received from previously written-off loans are recorded as recoveries in the
Statement of Operations and Accumulated Operating Surplus.

Derecognition of a financial instrument

The Corporation derecognizes a financial asset when the contractual rights to the
cash flows from the asset expire, or when it transfers the financial asset and
substantially all the benefits and risks of ownership of the asset to another
organization.

The Corporation derecognizes a financial liability or part of a financial liability when
the obligation specified in the contract is discharged, cancelled, or expires. On
derecognition, the difference between the financial instrument’s carrying amount and
the sum of the consideration received and receivable is recognized in the Statement
of Operations and Accumulated Operating Surplus.

(d) Conditional contributions

Conditional contributions to recipients are recognized as an expense in the
Statement of Operations and Accumulated Operating Surplus when the contribution
is authorized and all eligibility criteria have been satisfied.

Eligibility criteria are considered met when a funding agreement has been executed,
the recipient has complied with the terms and conditions of the agreement, required
supporting documentation has been submitted, and the funding claim has been
reviewed and approved for payment.

Recoveries of conditional contributions from prior years are recorded as a revenue
in the Statement of Operations and Accumulated Operating Surplus when a default
occurs, the Corporation seeks full or partial repayment of amounts previously
disbursed, and repayment is received.

(e) Measurement uncertainty

The preparation of the financial statements requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities and the
reported amounts of revenue and expenses during the reporting period. Actual
results could differ from those estimated.

Significant estimates include the loan valuation allowance which considers payment
history, credit worthiness, and risk of the industry that the borrower operates in. The
loan valuation allowance (note 4) is subject to measurement uncertainty due to the
credit risk associated with borrower’s ability to repay their loans. Actual loan losses
could differ from management’s estimates.



NORTHERN ONTARIO HERITAGE FUND CORPORATION
Notes to Financial Statements

For the year ended March 31, 2026

(Thousands of Canadian dollars)

3. Conditional contributions:

Details of conditional contribution expenses shown on the Statement of Operations and

Accumulated Operating Surplus where eligibility requirements were met in the year are
as follows:

2026 2025

2020 Programs
Community Enhancement $ 54,163 $ 43,168
People and Talent 14,565 15,132
Invest North 18,033 25,740
Cultural Supports 13,098 13,501
2013 Programs 10,136 10,666
Balance, end of year $ 109,995 $ 108,207

4. Loans receivable:

The purpose of the Corporation is to promote infrastructure improvements and
economic development opportunities in Northern Ontario. Loans are provided as a
means of financial assistance to various organizations to promote and stimulate
economic initiatives in Northern Ontario.

Loans receivable balances consist of loans in good standing and loans in arrears net of
loan valuation allowances and loan discounts. Loans in good standing are loans in which
repayments are consistently being made. Loans in arrears are loans in which
repayments have not been made, or which are being restructured.

2026

Loans in Good Loans in Arrears Total
Standing
Loan balance $ 21,870 $3,693 $25563
Loan valuation (5,335) (3,441) (8,776)
allowances
Loan discounts (19) - (19)
Total loans receivable $16,516 $ 252 $16,768
2025
Loans in Good Loans in Arrears Total
Standing
Loan balance $ 23,353 $ 3596 $ 26,949
Loan valuation (5,761) (3,363) (9,124)
allowances
Loan discounts (26) - (26)
Total loans receivable $ 17,566 $ 233 $17,799



NORTHERN ONTARIO HERITAGE FUND CORPORATION

Notes to Financial Statements
For the year ended March 31, 2026
(Thousands of Canadian dollars)

4. Loan receivables (continued)

Loans bear fixed interest rates ranging from 0% to 9.20% (2025 0% to 9.20%) and are
fully repayable within 3 to 20 years from the date the principal is disbursed. Loan security
is taken in accordance with NOHFC’s Lending Practice Policy and is specific to each
loan to mitigate credit risk. Note 9 provides further details on the Corporation’s security
practices.

The changes in the loan valuation allowances are as follows:

2026 2025
Balance, beginning of year $ 9,124 $ 11,209
Loans written off in the year (28) (540)
Net change in valuation allowance 49 750
Recovery of prior year valuation allowance (369) (2,295)
Balance, end of year $ 8,776 $ 9,124
The change in loan discount balances are as follows:
2026 2025
Balance, beginning of year $ 26 $ 37
Amount amortized to interest on loan (7) (11)
receivable
Balance, end of year $ 19 $ 26
5. Due from Province of Ontario
2026 2025
Balance, beginning of year $ 182,500 $ 207,500
Approved government transfer recognized 110,000 100,000
during year
Cash received during year (100,000) (125,000)
Balance, end of year $ 192,500 $ 182,500

Due from the Province of Ontario represents government transfers owed to the
Corporation, which is non-interest bearing and are paid as the Corporation requires cash
to fund its operating and investing activities.
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NORTHERN ONTARIO HERITAGE FUND CORPORATION

Notes to Financial Statements
For the year ended March 31, 2026
(Thousands of Canadian dollars)

6. Accounts payable and accrued liabilities:

Accounts payable and accrued liabilities relate to normal business transactions with
recipients, in accordance with conditional contribution agreements and amounts due to
the MNEDG for administrative expenses.

2026 2025
Due to MNEDG $ 761 $ 1,461
Accrued liabilities 3,558 5,320
Total accounts payable and $ 4,319 $ 6,781
accrued liabilities
7. Administration expenses:

Details of administration expenses in the year are as follows:

Budget

2026 2026 2025
Salaries and benefits $ 3263 § 2758 $§ 2,725
Transportation and communications 250 148 175
Services 2,302 1,735 1,842
Management fees 3,500 3,171 3,172
Marketing 500 15 15
System modernization - - 188
Supplies and equipment 20 3 4
Total administration expenses $ 9,835 $ 7,830 $ 8,121

The Province of Ontario provides pension benefits for all the Corporation’s permanent
staff through participation in the Public Service Pension Plan and the Ontario Public
Service Employees’ Union Pension Plan which are both multi-employer defined benefit
pension plans established by the Province of Ontario. The costs of the pension plans,
and other post-retirement non-pension benefits provided to eligible staff are paid by the
Province and are not included in these financial statements.

8. Outstanding Commitments

Conditional contributions and loans committed but not disbursed as at March 31, 2026,
as eligibility criteria has not yet been met by recipients are $258,817 (2025 - $254,126).

2026 2025
Conditional contributions $ 241608 $ 236,016
Loans 17,209 18,110
Total outstanding commitments $ 258,817 $ 254,126

11



NORTHERN ONTARIO HERITAGE FUND CORPORATION

Notes to Financial Statements
For the year ended March 31, 2026
(Thousands of Canadian dollars)

9. Financial instruments:

The main risks that the Corporation’s financial instruments are exposed to are credit risk
and liquidity risk.

(a) 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 Corporation is
exposed to credit risk on its interest receivable, loans receivable, and due from the
Province of Ontario. The credit risk associated with interest receivable and due from
the Province of Ontario is low. The Corporation’s primary source of credit risk arises
from its exposure to loans receivable.

The Corporation provides credit to its loan portfolio clients in the normal course of
operations. To mitigate the risk, the Corporation screens loan applicants; registers
security, such as through a general security agreement, mortgages, letters of credit
or personal/corporate guarantees, for the full value of the loan funding amounts over
$250; and maintains provisions for contingent credit losses. As of March 31, 2026,
the Corporation holds security on $20,793 of the total $25,563 outstanding loan
balance.

The Corporation’s maximum exposure to credit risk is equal to the carrying amount
of the loans receivable and interest receivable balances in the statement of financial
position.

The Corporation uses a general valuation allowance and a specific valuation
allowance to recognize risk on loans receivable.

The general valuation allowance is calculated on a short-term basis and represents
a general reserve of uncollectible amounts against the loan portfolio as at the
reporting date. The allowance is estimated based on an internal credit rating for each
loan that considers an assessment of risk factors, along with the mitigating terms
and conditions included in each loan agreement. In addition, the general valuation
allowance incorporates short-term economic uncertainty and historical losses from
loans with similar credit risk. For loans in good standing, only general valuation
allowance is applied to these balances.

For specific valuation allowances, the Corporation assesses whether a specific loan
is credit impaired at each reporting date. The Corporation considers a financial asset
to be credit impaired when objective evidence of impairment exists and the borrower
is unlikely to pay its credit obligations to the Corporation in full, without recourse by
the Corporation to actions such as realizing security (if any is held).

12



NORTHERN ONTARIO HERITAGE FUND CORPORATION

Notes to Financial Statements
For the year ended March 31, 2026
(Thousands of Canadian dollars)

9. Financial instruments (continued)

Key indicators of impairment include, but are not limited to:
e Collection experience

Financial performance of the borrower

Project success

Economic conditions

Repayment deferral or restructuring

Refer to notes 4 and 5 for further details.
(b) Liquidity risk:

Liquidity risk is the risk that the Corporation will encounter difficulty in meeting
obligations associated with financial liabilities that are to be settled by delivering cash
or another financial asset. The Corporation is exposed to liquidity risk through its
accounts payable and accrued liabilities. The Corporation’s exposure to liquidity risk
is low as financial assets exceed the liabilities that are due within the year. The
Corporation mitigates this risk by monitoring cash activities and expected outflows.
Accounts payable and accrued liabilities are due within the first quarter of the
following fiscal year. Refer to note 6 for further details.

There have not been any changes from the prior year in the Corporation’s exposure to
the above risks or the policies, procedures and methods it uses to manage and measure
those risks.

10.Related Party Transactions:

Related parties of the Corporation include the Government of Ontario ministries,
agencies, and all other entities subject to common control of the Province. MNEDG
oversees the activities of the Corporation on behalf of the Province. Related party
transactions between the Corporation and MNEDG during the period consisted of the
following:

e Administration expenses provided by MNEDG and charged at cost (note 7).
Included in management fees is $2,000 (2025 — $2,001) paid to the MNEDG for
due diligence services rendered throughout the year.

e Amounts due to MNEDG for administrative expenses are included in accounts
payable and accrued liabilities (note 6).

e Due from Province of Ontario represents amounts due to the Corporation from
MNEDG at fiscal year-end (note 5).

The Statement of Operations and Accumulated Operating Surplus include $4,877 (2025
- $5,872) of conditional contributions made to other entities commonly controlled by the
Province of Ontario, and their related entities.
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