° Grant Thornton

Consolidated Financial Statements
Abegweit First Nation

March 31, 2014



Management’s responsibility for
financial reporting

The accompanying consolidated financial statements and schedules of the Abegweir First
Nation and all the information in this annual report are the responsibility of management
and have been approved by the Chief on behalf of the Council.

The consolidated financial statements and schedules have been prepared by management
in accordance with Canadian generally accepted accounting principles. Consolidated
financial statements are not precise since they include certain amounts based on
estmates and judgements. When alternative accounting methods exist, management has
chosen those it deems most appropriate in the circumstances, in order to ensure that the
consolidated financial statements are presented fairly, in all material respects.

The Band maintains systems of internal accounting and administrative controls of high
quality, consistent with reasonable cost. Such systems are designed to provide reasonable
assurance that the financial information is relevant, reliable and accurate and the Band’s
assets are appropriately accounted for and adequately safeguarded.

The Band Council is responsible for ensuring that management fulfills its responsibilities
for financial reporting and is ultimately responsible for reviewing and approving the
consolidated financial statements.

The Council meets periodically with management, as well as the external auditors, to
discuss internal controls over the finandial reporting process, auditing matters and
financial reportng issues, to satsfy themselves that each party is properly discharging
their responsibilities, and to review the annual report, the consolidated financial
statements and the external auditor’s report.

The consolidated financial statements and schedules have been audited by Grant
Thornton LLP in accordance with Canadian generally accepted auditing standards on
behalf of the members. Grant Thornton LLP has full and free access to the Council

L'A7 A2 Chief
_Q-‘Z/ 7// /% Date




GrantThornton

Independent Auditors’ report

Grant Thorrton LLP

Surte 710

S8 Fitzroy Street, PO Box 187
Charlottatown, PE

C1A7K4

T +1 902 892 6547
F +1 902 586 5358
To the Chief and Band Council of www GrantThomton ca

Abegwent First Nation

We have audited the accompanying consolidated financial statements of Abegweit First Nation, which
compuse the consolidated statement of financial position as at March 31, 2014, the consolidated
statement of operations, consohidated cash flows, and consolidated changes 1n net debt for the year
then ended, and a summary of significant accounting policies and other explanatory mformation

Management’s Responsibility for the Consolidated Financial Statements

Management 1s responsible for the preparation and fair presentation of these consolidated financial
statements 1 accordance with Canadian generally accepted accounting prnciples for local governments
as recommended by the Public Sector Accounting Board, and for such mnternal control as management
deterrmnes 1s necessary to enable the preparation of consolidated financial statements that are free from
matenal misstatement, whether due to fraud or error

Auditor’s Responsibility

Our responsibility 1s to express an opinion on these consohdated financial statements based on our
audit We conducted our audit 1 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 consohdated financial statements are free from maternal
russtatement

An audit 1nvolves performing procedures to obtain audit evidence about the amounts and disclosures 1n
the consolidated financial statements The procedures sclected depend on the auditor’s judgment,
mcluding the assessment of the nisks of matenal misstatement of the consohdated financial statements,
whether due to fraud or error In making those nsk assessments, the auditor considers mternal control
relevant to the Band’s preparation and fair presentation of the consolidated financial statements 1n
order to design audit procedures that are appropnate in the circumstances, but not for the purpose of
expressing an opinton on the effectiveness of the company’s internal control An audit also includes
evaluating the appropnateness of accounting policies used and the reasonableness of accounting
esumates made by management, as well as evaluating the overall presentation of the consolidated
financial statements

We believe that the audit evidence we have obtamed 1s sufficient and appropmnate to provide a basis for
our audit opinion

Audt Taxe
Grant Thamton LLP A Canadian Member of Grant Thomton Intemabonal Lid



Abegweit First Nation

Consolidated statement of operations

March 31 Budget 2014 2013
Revenue
Abonginal Affairs & Northern Development
Canada (AANDC) $ 2,082,505 $ 2,297,285 $ 2,778,747
Atlantic Canada Opportunities Agency - - 129,920
Canada Mortgage & Housing Corporation 85,000 83,464 94,259
Department of Fisheries & Oceans Canada 145,780 256,654 231,011
Employment Development Agency - 21,837 11,036
Fuel & tobacco rebates 1,055,000 938,977 1,187,864
Government of Canada - 24,960 41,712
Government of PEI 90,000 400,818 231,984
Health Canada 677,725 684,385 615,159
Hentage Canada - 8,400 10,900
Mrkmaq Confederacy of PEI 167,712 338,676 403,429
Miscellaneous 25,000 222,563 185,252
Sales 6.355,217 6,345,930 9,601,867
10,693,939 11,623,949 16,523,140
Expenditures
Administration (Page 20) 1,028,000 1,641,721 1,383,353
Capital, Operating & Maintenance (Page 21) 1,042,522 1,177,785 1,055,528
Education (Page 23) 923,688 914,043 920,816
Epekwitk Gas Bar (Page 25) 5,817,000 5,305,599 5,834,406
Fishenes (Page 26) 858,125 1,261,954 1,064,156
Fishenes — AFS (Page 27) 153,000 130,915 166,892
Health Services (Page 24) 638,865 995,971 904,912
Redstone Auto & Marine (Page 28) 182,700 250,724 179,411
Redstone Seafood (Page 29) - 38,279 3,447 956
Social Services (Page 22) 383,800 338,900 282 840
11,027,700 12,055,891 15,240,270
Net (expenditures) revenues before gain on
sale of assets (333,761) (431,942) 282,870
Gain on sale of assets - 83,788 5500
Net (expenditures) revenues (333,761) (348,154) 288,370
Accumulated surplus, beginning of year 5,940,940 5,840,940 5,652,570
Accumulated surplus, end of year $ 5607179 $ 5,592,786 $ 5,940,940

See accompanying notes and schedules to the consolidated financial statements



Abegweit First Nation

Consolidated statement of financial position

March 31 2014 2013
Financial assets
Accounts receivable (Note 3) $ 619,206 $ 55941
Band employee benefits in trust (Note 2) 4,295 4,295
Inventory held for resale (Note 4) 160,246 184,770
Replacement reserve (Note 5) 92,919 88,230
Trust Funds AANDC (Note 6) 12,575 11,323
Restncted Cash (Note 8) 262,000 -
1,051,241 848,029
Financial liabilities
Accounts payable and accrued liabilites 345,063 632,685
Band employee benefits in trust (Note 2) 156 26,095
Bank indebtedness (Note 9) 544,491 459,929
Deferred revenue - 43,594
Long term debt (Note 10) 2,389,021 2,318,249
RRAP hability (Note 11) 66,448 86,557
3,345,179 3,567,109
Net debt (2,293,938) (2,719,080)
Non financial assets
Prepaids (Note 7) 19,743 20,862
Tangible capital assets (Page 18) 7,866,981 8,639,158
7,886,724 8,660,020
Net assets $ 5,592,786 $ 5,940,940
Accumulated surplus $ 5,500,796 $ 5,865,369
Replacement reserve (Note 5) 79,415 64,248
Trust Funds DIAND 12,575 11,323
$ 5502786  § 5940940

See accompanying notes and schedules to the consolidated financial statements



Abegweit First Nation
Consolidated statement of cash flows

March 31 2014 2013
Increase (decrease) in cash and cash equivalents
Operating activities
Net revenues $ (348,154) $ 288,370
Decrease (increase) in accounts receivable 40,205 (304,692)
Gain on sale of tangible capital assets (83,788) (5,500)
Depreciation 984,069 1,081,719
Decrease in inventory 24,524 29,782
Decrease in prepaid expenses 1,119 3,122
Increase In replacement reserve (4,689) (14,028)
Increase in trust funds AANDC (1,252) -
Decrease 1n accounts payable and accrued liabilties (287,622) 36,264
(Decrease) increase in Band employee benefits in trust (25,939) 5,634
(Decrease) increase In deferred revenue (43,594) 43,594
Decrease in RRAP liabilities {20,109) 10462
234,770 1174727
Financing activities
Proceeds from issuance of long term debt 319,015 141,939
Pnncipal repayments of long term debt (248,243) (211,995)
Increase in bank indebtedness 84,562 390,165
155,334 320,109
Investing activities
Increase in restncted cash (262,000) -
Purchase of tangible captal assets (860,866) (1,500,336)
Proceeds from disposal of assets 732,762 5,500
(390,104) (1,494 836)
Net decrease In cash and cash equivalents - -
Cash and cash equivalents,
Beginning of year - -
End of year $ - $ -

See accompanying notes and schedules to the consclidated financial statements



Abegweit First Nation
Consolidated statement of changes in net debt

March 31 Budget 2014 2013
Net revenues $ (333,761) $ (348,154) $ 288,370
Gain on sale of assets - (83,788) (5,500)
Amortization 881,300 984,069 1,081,719
Acquisition of tangible caprtal assets (850,000) (860,866) (1,500,337)
Proceeds from sale of tangible capital assets - 732,762 5,500

(302,461) 424,023 (130,248)
Use of prepaid expense, net of acquisitions 3,900 1,119 3,122
Change in net debt (298,561) 425,142 (127,126)
Net debt beginning of year (2,719,080) (2,719,080) (2,591,954)
Net debt, end of year $(3,017,641) $(2,293,938) $(2,719,080)

See accompanying notes and schedules to the consolidated financial statements



Abegweit First Nation

Notes to the consolidated financial statements
March 31, 2014

1. Summary of significant accounting policies

Consolidation
These consolidated financial statements consolidate the assets, liabilities and results of
operations of the Abegwert First Nation's reporting entity

Reporting entity

The consolidated financial statements reflect the assets, liabilities, revenues, expendtures,
cash flows and changes in net debt of the reporting entity The reporting entity 1s compnsed of
all organizations and committees that are accountable to the Band for administration of their
financial affairs and resources and which are owned by the Band Interdepartmental and
organizational transactions and balances are eliminated

Basis of presentation

The consolidated financial statements of Abegwen First Nation are the representations of
management prepared in accordance with generally accepted accounting pnnciples for local
governments as established by the Public Sector Accounting Board (PSAB) of the Canadian
Institute of Chartered Accountants

The focus of PSAB financial statements Is on the financial posttion of the Band and the
changes thereto The Consolidated Statement of Financial Position includes all of the assets
and liabilities of the Band

Revenue recognition

Government transfers and rebates are recognized as revenues In the period in which the
events giving nise to the transfer and rebates occur, providing the amounts are authorized, any
ehgibility cntena have been met and reasonable estimates of the amounts can be made
Transfers associated with capital projects are restricted in their use and are recorded as
deferred revenue until the qualifying capital project funds have been expended All other
revenues and unrestncted contributions are recognized as revenue when received or
receivable if the amount to be received can be reasonably estimated and collection 1s
reasonable assured

Contributions from other sources are deferred when restrictions are placed on their use by the
contributor and are recognized as revenue when used for the specific purpose

Revenue from sales of fish products are recognized when the price s fixed or determinable,
collectabihty is reasonably assured and upon shipment to, and acceptance by, the buyer

Cash and cash equivalents
Cash and cash equivalents include cash on hand, balances with banks and term deposits net
of any bank overdraft Bank borrowings are considered to be financing activities

Inventories for resale
Inventones of supples and goods avallable for resale are recorded at the lower of cost and net
realizable value



Abegweit First Nation

Notes to the consolidated financial statements
March 31, 2014

1.  Summary of significant accounting policies (cont'd)

Tangible capital assets

Tangible capital assets are recorded at cost, which includes all amounts that are directly
attnibutable to acquisthon, construction, development and betterment of the asset. The cost of
the tangible capital asset 1s amortized using the declining balance method at the following rates

Boats 15% declining balance
Builldings 4% declining balance
Computer hardware 30% dechining balance
Computer software 100% declining balance
Equipment 20% declining balance
Fencing 8% declining balance
Furniture and equipment 20% declhning balance
Headstart renovations 33 3% declining balance
Housing — CMHC Section 95 10% declining balance
Infrastructure 10% dechining balance
Landscaping 8% declining balance
Office furniture 20% dechining balance
Parking lot 8% dechning balance
Sign 20% dechning balance
Vehicles 30% dechning balance

Non-financial assets

Non-financial assets are not available to discharge existing habilities and are held for use In
the provision of services They have useful lives extending beyond the current year and are
not intended for sale in the normal course of operations The change in non-financial assets
dunng the year, together with the excess of revenue over expendtures, provides the
consolidated change in net debt for the year

2. Band employee benefits in trust

The Band has established a separate bank account in trust for the employer and member
contributions for Band employee benefits At year end, the balance was $4,295 (2013 -
$4,295) All remittances to the government, pension and group insurance administrator are
issued from this bank account At year end, $156 (2013 - $26,095) was unremitted for Band
employee benefits

The Band matches employee'’s contributions to a Registered Retirement Savings Plan
(RRSP) Durng the year there was $38,107 (2013 - $26,745) contnbuted to RRSP plans. This
represented both the Band’s and the employees’ portion of the contribution and was included
in expenses for the year




Abegweit First Nation

Notes to the consolidated financial statements
March 31, 2014

3. Accounts receivable 2014 2013
Atlantic Canada Opportunities Agency $ - § 43307
Department of Fishenes and Oceans 35,437 104,595
Govermnment of Prince Edward Island 83,268 124,251
Health Canada - 23,200
Mrkmagq Confederacy of PEI 121,221 156,443
Miscellaneous 89,248 67,145
Northlake Fishenes 80,000 -
Payroll advances 26,960 14,254
Province of PEI tax rebates 13,582 20,571
Recewver General - GST - 5,645
Ulooweg Development Corporation 69,490 -

$ 519,206 $ 559,411

4. Inventory held for resale

Inventory held for resale included in the consolidated statement of financial posttion are
compnsed of the following amounts

Gas bar inventory $ 122,855 $ 136,628
Redstone Auto and Manne inventory 37,391 8,520
Redstone Seafood inventory - 39.622

$ 160,248 $ 184,770

5. Replacement reserve

Under the terms of an agreement with Canada Mortgage and Housing Corporation, the
replacement reserve is being credited annually based on $1,000 per unit, per year pro rated in
the year of acquisition. The funds for this reserve are maintained in accounts that are secured
by the Canadian Deposit Insurance Corporation and may be used as approved by Canada
Mortgage and Housing Corporation

6. Trustfunds AANDC

March 31, Additions Withdrawals March 31,
2013 2014 2014 2014
Trust funds $ 11323 $ 1,252 $ - $ 12575

The trust funds anse from monies denved from capital or revenue sources as outlined in
Section 62 of the Indian Act These funds are held in trust in the Consolidated Revenue Fund
of the Government of Canada The management of these funds 1s pnmarily governed by
Sections 63 to 69 of the Indran Act

10



Abegweit First Nation

Notes to the consolidated financial statements

March 31, 2014

7. Prepaids

Prepaid expenses included in the consolidated statement of financial position are compnsed of

the following amounts.

2014 2013

Admin prepaid $ 5,000 $ -
Prepaid insurance - 6,865
Post-secondary education —living allowance 5,400 4,580
Travel - 853
Social assistance 9,343 8,459
Secunty - 105
$ 19,743 $__20.862

8. Restricted cash

On March 31, 2014 the Band sold two fishing licenses, as per an agreement with the
Department of Fishenes and Oceans the proceeds can be retained by the Band but must be
used specifically for purchasing new fishing licenses The Band has deposited the funds into

a separate account to be held until new licenses are acquired

9. Bank indebtedness

The Band has access to an operating line of credit in the amount of $400,000 bearing interest
at a rate of pnme plus 1 15% As of March 31, 2014 $215,000 of the line of credit was unused

10. Long term debt

2 57% demand loan matunng in 2014, repayable
in equal monthly instalments of principal and interest of $533 $

4 25% demand loan maturing in 2014, repayable
in equal monthly instalments of principal and interest of $456

1 49% demand loan maturing in 2017, repayable in equal
monthly instalments of pnncipal and interest of $533

1 92% demand loan maturing in 2017, repayable in equal
monthly instalments of principal and interest of $561

1 92% demand loan matunng in 2017, repayable in equal
monthly instalments of principal and interest of $561

1 67% demand loan maturing in 2017, repayable in equal monthly
instalments of principal and interest of $557.

2 75% demand loan maturing in 2016, repayable in equal
monthly instalments of principal and interest of $630

2014

103,047

104,023

124,043

125,705

125,702

127,865

125,834

2013

$ 106,536

107,202

128,414

129,787

129,784

132,205

129,607

13



Abegweit First Nation

Notes to the consolidated financial statements
March 31, 2014

10. Long term debt (cont'd) 2014 2013
2 75% demand loan matunng in 2016, repayable in equal

monthly instalments of pnncipal and interest of $630 125,834 129,607
2 84% demand loan matunng 1n 2017, repayable in equal

monthly instaiments of principal and interest of $2,180. 291,599 303,562
3 22% demand loan matunng in 2017, repayable in equal

monthly instalments of pnncipal and interest of $695 96,624 100,683
3 22% demand loan matuning in 2017, repayable in equal

monthly instaiments of pnncipal and interest of $695 96,624 100,683
4 65% demand loan maturing in 2014, repayable in equal

monthly instalments of pnncipal and interest of $636 95,526 99,191
Pnme plus 1 45% term loan matunng in 2017, to be repaid in

equal monthly instaiments of pnncipal and interest of $1,235 35,715 50,535
Pnme plus 1 51% demand loan matunng in 2017, to be repaid

in equal monthly instalments of principal of $4,000 plus interest 118,384 160,021
6 40% term loan matunng in 2014, repayable

in equal monthly instalments of principal and interest of $1,015 4,026 15,541
Prime plus 1 15% demand loan matunng in 2020, to be repaid

as follows $35,000 per year, payable on June 1 of each year

from June 1, 2013 to and including June 1, 2019 and $25,000

on or before June 1, 2020 235,000 270,000
1 62% term loan matuning in 2018, repayable in equal monthly

instalments of principal and interest of $579 138,261 139,120
1 98% term loan maturing in 2019, repayable in equal monthly

instalments of principal and interest of $603 140,000 -
2 18% term loan matunng in 2019, repayable in equal monthly

instalments of principal and interest of $617 142,308 -
4 34% term loan matunng in October 2018, repayable in equal

monthly instalments of pnncipal and interest of $661 32,900 -
Repaid dunng the year - 85,771

$2,389,020 $2,318,249

Subsequent to year end the Band has re-financed all loans maturing in 2014 For these loans
the Band has refinanced with the loans maturing in 2018 Based on these terms the principal
repayments in the next five years are due as follows

13



Abegweit First Nation

Notes to the consolidated financial statements
March 31, 2014

10. Long term debt (cont’d)

2015 $ 172,164
2016 $ 172472
2017 $ 149,447
2018 $ 116,170
2019 $ 144,975

Demand loans are secured by a general secunty agreement constituting a first ranking
secunty interest in all property and irrevocable Band Council resolution authorizing
borrowings

11. RRARP liability

Canada Mortgage and Housing Corporation (“*CMHC") has granted forgivable loans to
Abegwertt First Nation through the Residential Rehabilitation Assistance Program to finance
modifications for the accessibility of disabled members The loans are only forgivable if the
First Nation fulfils a list of conditions proposed by CMHC and must be repaid if these
conditions are not met The loans are forgivable over peniods of three to five years and give
rise to a hability until the funds are fully forgiven The liability for the remaining balance of the
loans to be forgiven as of March 31, 2014, totals $66,448 (2013 - $86,557)

12. CMHC funding

Abegwert First Nation 1s an eligible recipient under the Section 95 housing program operated
by Canada Mortgage and Housing Corporation

13. Commitments

The Abegweit First Nation has provided a letter of guarantee to Ultramar Ltd and has a
franchise agreement with Memk Franchising (Maritimes) Limited relating to the gas bar
operation

14. Economic dependence

The Abegwett First Nation receives a major portion of its revenues pursuant to a funding
arrangement with Abonginal Affairs and Northern Development Canada As this is the major
source of revenues, the organization’s ability to continue viable operations 1s dependent upon
maintaining thus funding source

15. Prior year's figures

Certain prior years figures have been reclassified to conform with current year financial
statement presentation.

13



Abegweit First Nation

Notes to the consolidated financial statements

March 31, 2014

16. Government Transfers

2014 2013
Operating Capital Total Operating _ Capital Total
Federa! Government Transfers
Aboriginal Affairs & Northern
Development Canada $2,149,963 $147,322 $2,297,285 $1,968,312 $ 810,435 $2,778,747
Atlantic Canada Opportunities Agency - - - - 129,920 125,920
Canada Mortgage & Housing
Corporation 83,464 - 83,464 94,259 - 94,259
Department of Fishenes & Oceans 110,000 146,654 256,654 110,000 121,011 231,011
Government of Canada 24,960 - 24,960 - 41,712 41,712
Health Canada 660,922 11,243 672,165 616,656 32,752 649,408
Total 3,029,309 305,219 3,334,528 2,789,227 1,135,830 3,825,057
Provincial Government Transfers 600,933 138,501 739,484 646,450 - 646,450
$3,630,302 $443,720 $4,074,022 53,435,677 S$1,135830 $4,571,507

17. Budgeted Figures

Budgeted figures have been provided for companson purposes and have been denved from

the estimates approved by the Band Council

14



Abegweit First Nation

Notes to the consolidated financial statements
March 31, 2014

18. Funding reconciliation

Unexpended Total federal Federal Unexpended
Funding federal funding Adjustments  funding funding funding at

Programs fvad b of yaar /[ s flab} yoar end
Fixed C -in Ices Formula $ 25549 25549 $ 25549 S -
Contribution - Planning and Risk Management 7 000 7,000 7.000 -
[« - Salanes 1s8 158 158 -
[« -School 11,047 11,047 11,246 -
Contnbution - First Nations & Inunt - Summer Work Experience Program 13,000 13,000 13 146 -
Contribution - Pravention Projects 29,000 28 000 29,016 -
Contnb - Vulnerability/Risk A and ng 144,500 144 500 145,000 -
Contnbution - Water O&M 48 pOD 48,000 48,000 -
Fiexible Contribution - Commumty {Hatchery) 33280 33,280 133,280 -
AFA - Indian Government Support - Band 336,705 77,373 414,079 414,079 -
AFA LTS Core Funding - Registration and Membership 3764 {489) 3,275 3275 -
AFA Elementary/Sacondary 774,607 774,607 774,607 -
AFA - Post Secondary Education 123,238 {24,966) 9,272 8,272 -
AFA Income Assistance £07,441 {51.919) 155522 355,52 -
AFA - Assisted living - Block Funding 3309 33,029 34,547 -
AFA - C Y Program 43,848 43,848 43,848 -
AFA - Other - Capital 147,322 14732 193,372 -
AFA - Other - Facllities O&M 115,797 115,797 123,308 -
Subtotal AANDC - = = 2297285 LI o
Heoith Conpda
Flexlble - Health Child Development 77,715 nns nns .
Flexibie Mental Wellness 158,654 42,776 201,430 201430 -
Flexible - Healthy Living 154,657 154,857 154,657 -
Flexible - Communicable Disease Control and Management 4,500 4,500 4,500
Flexible - Environmental Health 15,570 15570 15,033

- Health g and Quality 62,508 62,508 62,553 -
Flexibie - Health Faclities {O&M) 43,560 43,560 72,092 -
Fixed - Haaithy Child Development 4,024 4,024 4,122
Fixed - Primary Care {HCC) 62,144 52,144 52,144 -
Fixed - Health Benefits 12,556 12,556 12,568 -
Fixed - Health Planning and Quality Management 42,521 42521 54,736
Fixed - E-Health system Transformation 13,200 200 13, -
Subtotal Mealth Cansda 641609 a277% - 684285 725,078 -
Leogrtruznt of Eaherles and Qeeans (OFO)
AICFI Component23 40,000 40,000 40,000
AICFI Companent 24 9,000 9,000 9,000
AICFl Companent 40 97 654 97 654 97 654 -
Fish - AFS 110,000 130000 110,000
Subtotal OFO 256,654 - - 256,654 285,624 -
Headstart EYC 89,780 89,780 89,780 .
New Horizons 24 960 24,960 24,960 -
£mployment Development Agency 21,836 21,836 21,836 -

136,576 - - 136576 136,576 -

Yotal funding $3m23128 "¢ Qs s - _$ 3,374900 533 -

As at March 31, 2014, Nil was due from AANDC and included in accounts receivable As at
March 31, 2014, Nil was due from Health Canada and included in accounts receivable

15
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