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MISSISSAUGAS OF SCUGOG ISLAND FIRST NATION

For The Year Ended March 31, 2018

MANAGEMENT REPORT

The accompanying consolidated financial statements of the Mississaugas of Scugog Island First Nation
are the responsibility of management and have been approved by Council.

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

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

The First Nation's Council is responsible for ensuring that management fulfills its responsibilities for
financial reporting and is ultimately responsible for reviewing and approving financial statements.

Council reviews and approves the First Nation's financial statements for issuance to the members.
Council meets periodically with management, as well as the external auditor, to discuss internal controls
over the financial reporting process, auditing matters and financial reporting issues, to satisfy themselves
that each party is properly discharging their responsibilities and to review the financial statements and the
independent auditor's report.

The consolidated financial statements have been audited by Collins Barrow Kawarthas LLP in accordance

with Canadian generally accepted auditing standards on behalf of the members. Collins Barrow
Kawarthas LLP has full and free access to Council.

Councilior
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INDEPENDENT AUDITOR'S REPORT

To Council and the Members of
Mississaugas of Scugog Island First Nation

Report on the Financial Statements

We have audited the accompanying consolidated financial statements of Mississaugas of Scugog Island
First Nation, which comprise the consolidated statement of financial position as at March 31, 2018, the
consolidated statements of operations and accumulated surplus, remeasurement gains and losses,
change in net financial assets and cash flows for the year then ended, and a summary of significant
accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with Canadian Public Sector Accounting Standards, and for such internal
controls as management determines are necessary to enable the preparation of financial statements that
are free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal controls relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity's internal controls. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.

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

Opinion

in our opinion, these consolidated financial statements present fairly, in all material respects, the financial
position of Mississaugas of Scugog Island First Nation as at March 31, 2018 and the results of its
operations and cash flows for the year then ended in accordance with Canadian Public Sector Accounting
Standards.

Colling Barrow Kawerthas LLP

Chartered Professional Accountants
Licensed Pubiic Accountants

Peterborough, Ontario
August 29, 2018
Jy An independent member of

This office is independently owned and operated by Collins Barrow Kawarthas LLP. BAKER TILLY
The Collins Barrow trademarks are owned by Collins Barrow National Cooperative Incorporated and are used under license. INTERNATIONAL



MISSISSAUGAS OF SCUGOG ISLAND FIRST NATION

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
At March 31, 2018

2018 2017
$ $
FINANCIAL ASSETS
Cash (note 2) 36,230,193 26,419,514
Investments (note 3) 94,753,453 91,769,135
Due from government and other government agencies (note 4) 206,494 520,363
Accounts receivable (note 5) 3,948,269 5,574,410
Mortgages due from First Nation members (note 6) 2,859,672 3,013,867
Funds held in trust by Federal Government (note 7) 11,851 11,851
TOTAL FINANCIAL ASSETS 138,009,932 127,309,140
LIABILITIES
Accounts payable and accrued liabilities (note 8) 4,638,562 3,870,598
Deferred revenue (note 9) 878,578 1,391,617
Long term debt {note 10) 774,182 822,059
TOTAL LIABILITIES 6,291,322 6,084,274
NET FINANCIAL ASSETS 131,718,610 121,224,866
NON-FINANCIAL ASSETS
Tangible capital assets (note 11) 23,273,077 12,203,749
Prepaid expenses and other (note 12) 116,566 106,550
Inventory 141,267 -
TOTAL NON-FINANCIAL ASSETS 23,630,910 12,310,299
ACCUMULATED SURPLUS (note 13) 155,249,520 133,535,165
Accumulated surplus is comprised of:
Accumulated operating surplus 147,127,444 124,740,644
Accumulated remeasurement gains 8,122,076 8,794,521
155,249,520 133,535,165

Approved on behalf of the members:

Councillor

N

Councillor

==

The accompanying notes are an integral part of these financial statements
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MISSISSAUGAS OF SCUGOG ISLAND FIRST NATION

CONSOLIDATED STATEMENT OF OPERATIONS AND ACCUMULATED SURPLUS

For the Year Ended March 31, 2018

Budget Actual Actual
2018 2018 2017
$ $ $
{Unaudited)
REVENUES
Indigenous and Northern Affairs Canada (INAC) (notes
14 and 15) 1,359,378 2,295,817 1,372,218
Other Government of Canada (note 15) 203,186 419,546 377,166
Canada Mortgage and Housing Corporation (note 15) 35,991 147,083 32,209
Province of Ontario contributions (note 15) 145,928 1,125,204 424 102
Commercial operations 18,719,185 23,824,327 18,515,220
Ontario First Nations Limited Partnership 415,352 493,737 487,258
Other 498,675 5,642,734 4,424 511
Contributed capital assets - 7,279,676 -
Interest earned on funds held in trust - 648 648
Income from investments 1,000,000 2,446,596 2,255,039
Other interest income 200,000 354,354 259,324
(Loss)/gain on disposal of tangible capital assets - - (24,461)
TOTAL REVENUES 22,577,695 44,029,722 28,123,234
EXPENSES
Administration 4,875,929 7,862,672 8,659,872
Community services 2,189,784 2,338,029 1,936,903
Economic development 11,663,690 9,584,530 25,304,561
Education 757,251 625,083 645,760
Social development 57,018 44,969 48,704
Health 945,090 816,363 762,746
Housing 335,537 371,296 215,841
TOTAL EXPENSES 20,824,299 21,642,922 37,674,387
ANNUAL SURPLUS/(DEFICIT) 1,753,396 22,386,800 (9,451,153)
ACCUMULATED SURPLUS - beginning of year 124740644 134,191,797
ACCUMULATED SURPLUS - end of year 147,127 444 124,740,644
The accompanying notes are an integral part of these financial statements
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MISSISSAUGAS OF SCUGOG ISLAND FIRST NATION

CONSOLIDATED STATEMENT OF REMEASUREMENT GAINS AND LOSSES

For the Year Ended March 31, 2018

Actual Actual
2018 2017
$ $

ACCUMULATED REMEASUREMENT GAINS AND LOSSES

- BEGINNING OF YEAR 8,794,521 5,090,678

Unrealized gain/(loss) on portfolio investments during the year (782,482) 3,677,012
Realized (gain)/loss on portfolio investments reclassified to operations 110,037 26,831

NET REMEASUREMENT GAINS/LOSSES) FOR THE YEAR (672,445) 3,703,843

ACCUMULATED REMEASUREMENT GAINS AND LOSSES

- END OF YEAR 8,122,076 8,794,521
MISSISSAUGAS OF SCUGOG ISLAND FIRST NATION
CONSOLIDATED STATEMENT OF CHANGE IN NET FINANCIAL ASSETS
For the Year Ended March 31, 2018

Budget Actual Actual

2018 2018 2017

$ $ $
(Unaudited)

ANNUAL SURPLUS/(DEFICIT) 1,753,396 22,386,800 (9,451,153)
Amortization of tangible capital assets 427,848 680,947 427,847
Acquisition of tangible capital assets (3,000,000) (4,470,599) (3,585,323)
Loss on disposal of tangible capital assets - - 24,460
Proceeds on sale of tangible capital assets - - 167,000
Contributed tangible capital assets - (7,279,676) -
{Increase)/decrease in prepaid expenses and other - (151,283) 3,096

(818,756) 11,166,189 (12,414,073)

ANNUAL NET REMEASUREMENT GAINS/(LOSSES)

FOR THE YEAR - (672,445) 3,703,843
INCREASE (DECREASE) IN NET FINANCIAL ASSETS (818,756) 10,493,744 (8,710,230)
NET FINANCIAL ASSETS - beginning of year 121,224,866 121,224 866 129,935,096
NET FINANCIAL ASSETS - end of year 120,406,110 131,718,610 121,224,866
The accompanying notes are an integral part of these financial statements
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MISSISSAUGAS OF SCUGOG ISLAND FIRST NATION

CONSOLIDATED STATEMENT OF CASH FLOWS
For the Year Ended March 31, 2018

2018 2017
$ $
CASH PROVIDED BY (USED IN)
OPERATING ACTIVITIES
Annual surplus/{deficit) 22,386,800 (9,451,153)
ltems not involving cash
Amortization of tangible capital assets 680,947 427,847
Loss on disposal of tangible capital assets - 24,460
Contributed tangible capital assets (7,279,676) -
Change in non-cash assets and liabilities
Due from government and other government agencies 313,869 (406,338)
Accounts receivable 1,626,141 11,522,949
Prepaid expenses and other (151,283) 3,096
Accounts payable and accrued liabilities 767,964 267,008
Deferred revenue (513,039) 1,098,265
Net change in cash from operating activities 17,831,723 3,486,134
CAPITAL ACTIVITIES
Purchase of tangible capital assets (4,470,599) (3,585,323)
Proceeds on disposal of tangible capital assets - 167,000
Net change in cash from capital activities (4,470,599) (3,418,323)
INVESTING ACTIVITIES
Advances of mortgages due from First Nation members (54,281) (384,290)
Repayments of mortgages due from First Nation members 208,476 200,686
Disposal of investments 18,794,349 8,114,440

Purchase of investmenis

(22,451,112)

(11,777,761)

Net change in cash from investing activities (3,502,568) (3,846,925)
FINANCING ACTIVITIES

Debt principal repayments (47,877) (47,062)
NET CHANGE IN CASH 9,810,679 (3,826,176)
CASH - beginning of year 26,419,514 30,245,690
CASH - end of year 36,230,193 26,419,514

The accompanying nofes are an integral part of these financial statements
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MISSISSAUGAS OF SCUGOG ISLAND FIRST NATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the Year Ended March 31, 2018

1. SIGNIFICANT ACCOUNTING POLICIES

These consolidated financial statements have been prepared in accordance with Canadian generally
accepted accounting principles for local governments and First Nations as set out by the Chartered
Professional Accountants Public Sector Accounting (PSA) Handbook. Significant aspects of the
accounting policies are as follows:

(a) Reporting Entity

These consolidated financial statements reflect the assets, liabilities, revenues, expenses and
accumulated surplus of the reporting entity.

The reporting entity includes the reporting entity government and all related entities which are
accountable to the First Nation and are either owned or controlled by the First Nation. These
financial statements include:

» Noozhoo Nokiiyan GP Inc.
« Noozhoo Nokiiyan LP (NNLP)
« MSIFN (Island Road) Holdings Inc.

All interdepartmental assets and liabilities and revenues and expenses have been eliminated.

Noozhoo Nokiiyan Limited Partnership's financial statements have been prepared with a fiscal
year end of December 31, 2017. No significant events affecting the consolidated financial
position or results of operations of the Mississaugas of Scugog Island First Nation occurred
subsequent to NNLP's reporting date.

(b) Cash

Cash consists of cash on hand and balances with Canadian chartered banks.

{¢c) Tangible Capital Assets

Tangible capital assets are recorded at cost which includes all amounts that are directly
attributable to acquisition, construction, development or betterment of the asset. The cost, less
residual value, if any, of tangible capital assets is amortized on a straight-line basis, over the
expected useful life of the asset, as follows:

Land improvements 10-20 years
Buildings 25 years
Computer equipment 5 years
Other equipment 5-10 years
Vehicles 5 years
Roads and bridges 20 years
Waste water treatment plant 13-21 years

Tangible capital assets received as contributions are recorded at their fair value at the date of
receipt and are also recorded as revenue.

Assets under construction are not amortized. When assets under construction are put into
service they are transferred to the appropriate tangible capital asset classification.

w- COLLINS
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MISSISSAUGAS OF SCUGOG ISLAND FIRST NATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the Year Ended March 31, 2018

1. SIGNIFICANT ACCOUNTING POLICIES, continued

(d) Recognition of Revenues and Expenses

Revenues and expenses are reported on the accrual basis of accounting. The accrual basis of
accounting recognizes revenues in the period in which the transactions or events occurred that
give rise to the revenue. Expenses are recognized in the period the goods or services are
acquired and a legal liability is incurred or transfers are due.

Government funding is recognized in the financial statements as revenue in the period in which
events giving rise to the transfers occur, providing the transfers are authorized, any eligibility
criteria have been met, and reasonable estimates of the amounts can be made. Reimbursement
for program costs is dependent ultimately upon their acceptance by the various agencies that
fund the programs.

Revenues from commercial operations are recorded when the services have been performed or
the goods have been delivered. Interest income is recognized as earned over time or through
changes in the fair value of financial instruments quoted in a public market.

(e) Non-financial Assets

Tangible capital and other non-financial assets are accounted for as assets by the First Nation
because they can be used to provide services in future periods. These assets do not normally
provide resources to discharge the liabilities of the First Nation unless they are sold.

(f) Reserves

Certain amounts, as approved by Council, are restricted for future operating and capital
purposes. Transfers to and/or from restricted funds are an adjustment to the respective fund
when approved.

{g) Deferred Revenue

Deferred revenues represent grants, user charges and fees which have been collected but for
which the related services have yet to be performed. These amounts will be recognized as
revenues in the fiscal year the services are performed.
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MISSISSAUGAS OF SCUGOG ISLAND FIRST NATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the Year Ended March 31, 2018

1. SIGNIFICANT ACCOUNTING POLICIES, continued

(h) Use of Estimates

Certain items recognized in the financial statements are subject to measurement uncertainty.
The recognized amounts of such items are based on the First Nation's best information and
judgment. Such amounts are not expected to change materially in the near term. By their
nature, these estimates are subject to measurement uncertainty and the effect on the financial
statements of changes in such estimates in future periods could be significant. The First
Nation's significant estimates are:

«  The amounts recorded for amortization and opening costs of tangible capital assets are
based on estimates of useful life, residual values and valuation rates; and

«  The amount recorded as aliowance for doubtful accounts receivable is based on
management's estimate of future payments on receivable account balances.

(iy Financial Instruments

(i) Measurement

The First Nation initially measures its financial assets and financial liabilities at fair value
adjusted by, in the case of a financial instrument that will not be measured subsequently at fair
value, the amount of transaction costs directly attributable to the instrument.

The First Nation subsequently measures its financial assets and financial liabilities at amortized
cost, except for those instruments that are quoted in an active market.

Financial assets measured at amortized cost include cash, due from government and other
government agencies, accounts receivable, mortgages due from First Nation members, funds
held in trust by Federal Government and investments not quoted in an active market.

Financial liabilities measured at amortized cost include accounts payable and accrued liabilities
and long term debt.

Financial assets measured at fair value are investments quoted in an active market.
(i) Impairment

Financial assets measured at amortized cost are tested for impairment when there are
indicators of possible impairment. When a significant adverse change has occurred during the
period in the expected timing or amount of future cash flows from the financial asset or group of
assets, a write-down is recognized in the statement of operations.

{j) Inventory

Inventory, which consists of goods available for resale is recorded at the lower of cost, as
determined by the first-in, first-out method, and market.
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MISSISSAUGAS OF SCUGOG ISLAND FIRST NATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the Year Ended March 31, 2018

2. CASH

Under the terms of an agreement with Canada Mortgage and Housing Corporation (CMHC),
Missisaugas of Scugog Island First Nation must set aside funds annually for the repair, maintenance
and replacement of worn out assets. These funds are to be held in a separate bank account and
invested only in accounts or instruments insured by the Canada Deposit Insurance Corporation or as
otherwise approved by the Canada Mortgage and Housing Corporation with any interest earned to be

credited as revenue to the Apartment Replacement and Subsidy Fund.

Cash consists of the following:

2018 2017
$ $

Externally Restricted
Housing - CMHC 78,914 72,460

Internally Restricted
Resource 3,055,647 3,016,017
Rent 366,180 7,598,712
Commercial account 20,216,167 10,803,952
Commercial operations 4,141,628 4,092,727
Licensing 314,072 311,261
Education 19,383 19,313
28,113,077 25,841,982

Unrestricted

General 7,438,463 502,052
- Noozhoo Nokiiyan Limited Partnership 597,139 -
Petty cash 2,600 2,735
Gas - float - 285
8,038,202 505,072
36,230,193 26,419,514

&
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MISSISSAUGAS OF SCUGOG ISLAND FIRST NATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the Year Ended March 31, 2018

3.

INVESTMENTS

Investments are recorded as follows:

2018 2017
Market Market
Value Vaiue
$ 3

RBC Guaranteed Investment Certificates
Due June 15, 2017, 2.05% - 4,255
Due June 15, 2022, 1.60% 4,596 -
4,596 4,255
BMO Harris Private Banking investment portfolio 31,724,952 30,270,610
CIBC Private Wealth Management investment portfolio 51,168,606 50,569,272
TD Wealth Private Investment Counsel 10,850,801 10,644,907
Investment in WeedMD Rx Inc. 1,004,498 280,091
94,753,453 91,769,135

The investment in WeedMD Rx Inc. is recorded at fair value as this company is publicly traded and is

not controlled by the First Nation.

$26,331,550 (2017 - $27,039,209) of the BMO Harris Private Banking investment portfolio is
internally restricted for the Future Generations fund (Note 13). $10,962,571 (2017 - $10,962,571) of
the CIBC Private Wealth Management investment portfolio is internally restricted for the Islands of

the Trent Settlement fund (Note 13).

DUE FROM GOVERNMENT AND OTHER GOVERNMENT ORGANIZATIONS

Amounts due from government and other government organizations consists of:

2018 2017

3 $

Indigenous and Northern Affairs Canada (INAC) 3,118 198,500
Provincial government 76,069 234,201
HST - 52,938 -
Federal government (SCF) 74,369 87,662
206,494 520,363

&
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MISSISSAUGAS OF SCUGOG ISLAND FIRST NATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the Year Ended March 31, 2018

5. ACCOUNTS RECEIVABLE

Accounts receivable consists of:

2018 2017

3 $

Commercial operations 512,523 524,995
Accrued investment interest - 18,892
Ontario Lottery and Gaming Corporation 3,061,232 3,237,758
Other receivables 374,514 202 765
Rent receivable - 1,500,000

3,948,269 5,674,410

6. MORTGAGES DUE FROM FIRST NATION MEMBERS

The amount shown as mortgages due from First Nation members of $2,859,672 (2017 - $3,013,867)
represents the amount of funds due with respect to approved housing loans. The unexpended
portion of approved loans is not recorded until an actual expenditure has been incurred. The First
Nation members have a legal obligation to repay the full amount of the approved loans. The
mortgages bear one time simple interest calculated in advance at 4%. The mortgages have varying
maturity dates ranging up to 25 years.

7. FUNDS HELD IN TRUST BY THE FEDERAL GOVERNMENT

The funds held by the Federal Government on behalf of the First Nation of $11,851 (2017 - $11,851)
are for the use of the First Nation for specific projects. At the request of the First Nation, these funds
can be obtained. These amounts arise from funds derived 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 and are subject to audit by the Office of the Auditor General of

Canada.

10
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MISSISSAUGAS OF SCUGOG ISLAND FIRST NATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the Year Ended March 31, 2018

8. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

Accounts payable and accrued liabilities consists of the following:

2018 2017
$ 3
Trade payables 1,982,427 1,028,890
Accrued salaries 98,703 79,997
Transfers payable 2,547,668 2,353,754
HST payable - 377,510
Payroll and witholding taxes payable 9,764 30,447
4,638,562 3,870,598
DEFERRED REVENUE
Included in deferred revenue are the following amounts:
Balance Funding Revenue Balance
March 31, Received Recognized March 31,
2017 2018 2018 2018
$ $ $ $
Unearned rent 6,442 12,728 1,542 17,628
Ontario Lottery and Gaming
Corporation 565,000 - 565,000 B
Independent Electricity System
Operator 35,221 12,954 35,221 12,954
Williams Treaty First Nations 585,473 1,981,591 1,876,930 690,134
Indigenous and Northern Affairs
Canada - lands management 178,600 - 101,753 76,847
Indigenous and Northern Affairs
Canada - special education - 91,725 10,980 80,745
Other 20,881 270 20,881 270
1,391,617 2,099,268 2,612,307 878,578
11
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MISSISSAUGAS OF SCUGOG ISLAND FIRST NATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the Year Ended March 31, 2018

10. LONG TERM DEBT

(a) The balance of long term debt reported on the Consolidated Statement of Financial Position is

made up of the following:

2018 2017
$ $
Mortgage 2.35%, due September 1, 2018, repayable in blended
monthly payments of $1,765. 345,203 358,181
Mortgage 2.11%, due January 1, 2019, repayable in blended
monthly payments of $1,662. 103,699 121,301
Mortgage 1.05%, due April 1, 2020, repayable in blended monthly
payments of $1,732. 325,280 342 577
774,182 822,059

(b) Interest paid on long term debt amounted to $14,030 (2017 - $16,027).

(¢) The above mortgages are secured by First Nation Council Resolution and guaranteed by

Indigenous and Northern Affairs Canada (INAC).

(d) Since it is the First Nation's intent to renew these mortgages as they mature, the future
payments are based on the existing terms. Estimated principal repayments in each of the next

five years are due as follows:

Principal Interest Total

$ $ $

2019 48,545 14,073 62,618
2020 49,558 13,060 62,618
2021 50,594 12,023 62,617
2022 51,656 10,962 62,618
2023 52,743 9,875 62,618
2024 and subsequent years 521,086 70,037 591,123
774,182 130,030 904,212

12
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MISSISSAUGAS OF SCUGOG ISLAND FIRST NATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the Year Ended March 31, 2018

11. TANGIBLE CAPITAL ASSETS

The net book value of the First Nation's tangible capital assets are:

2018 2017
$ $
General

Land 5,315,165 5,315,165
Buildings 9,457,509 4,049,952
Vehicles and equipment 161,027 190,627
Waste water treatment plant 7,189,245 -

Infrastructure
Roads 108,928 121,033
22,231,874 9,676,777
Assets under construction 1,041,203 2,526,972

23,273,077 12,203,749

For additional information, see the Schedule of Tangible Capital Assets.
During the year there were no write-downs of assets (2017 - $Nil) and no interest capitalized (2017 -
$Nil)

12. PREPAID EXPENSES AND OTHER

Prepaid expenses and other consists of the following:

2018 2017

$ $

Insurance 97,086 79,956
Student allowances - 10,410
Other prepaids 17,140 14,444
Inventory 143,607 1,740
257,833 106,550

13
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MISSISSAUGAS OF SCUGOG ISLAND FIRST NATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the Year Ended March 31, 2018

13. ACCUMULATED SURPLUS

Accumulated surplus consists of the following:

2018 2017
$ 3
Surplus/(deficit)
QOperating (6,244 ,886) (4,652,237)
Invested In Capital Assets
Tangible capital assets - net book value 23,273,077 12,203,749
Long term debt (774,182) (822,059)
Unfunded capital (887,948) (1,965,657)
21,610,947 9,416,033
Surplus 15,366,061 4,763,796
Restricted
Housing Capital Reserve Fund - Phases 3, 4, and 5 78,914 72,460
Future Generations Fund 26,331,550 27,039,209
Community Betterment Fund 98,087,285 86,483,588
Lawn maintenance reserve 4,000 -
OFNLP reserve 4,407,288 4,201,690
Islands of the Trent Settlement 10,962,571 10,962,571
Total Restricted 139,871,608 128,759,518
Held in Trust by the Federal Government
Held in Trust 11,851 11,851
155,249,520 133,535,165

The restricted fund balances consists of funds set aside for specific purposes or to meet certain

obligations as follows:

(a) The Housing Capital Reserve Fund - Phases 3, 4 and 5 are treated as externally restricted
funds. The fund balance represents amounts that have been restricted in compliance with an

agreement with the Canada Mortgage and Housing Corporation.

(b) The Future Generations Fund is treated as an externally restricted fund by the First Nation. This
fund is set aside by the First Nation for the betterment of future generations.

(c) The Community Betterment Fund is treated as an internally restricted fund by the First Nation.
The First Nation sets aside the excess of revenue over expenditure from commercial operations

in this fund. This fund covers the prior year operating deficit, if any.

(d) The lawn maintenance reserve is an internally restricted reserve to be used for future lawn

maintenance expenditures.

14
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MISSISSAUGAS OF SCUGOG ISLAND FIRST NATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the Year Ended March 31, 2018

13. ACCUMULATED SURPLUS, continued

(e) The Islands of the Trent Settlement reserve is treated as an internally restricted fund by the First
Nation until community consultation is complete.

(f) The OFNLP reserve is an internally restricted reserve to be used for future community projects.

14. RECONCILIATION OF INAC FUNDING TO FIRST NATION INAC REVENUE

$
2018 INAC Funding Received Per Confirmation 2,482,763
Add 2017 Deferred Revenue
Lands management 178,600
Less 2018 Deferred Revenue
Lands management 76,847
Special education 80,745
157,592
Less Amounts Repayable
Discussion tables 207,954
INAC Revenue For The Year 2,295,817
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MISSISSAUGAS OF SCUGOG ISLAND FIRST NATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the Year Ended March 31, 2018

15. GOVERNMENT TRANSFERS

Government transfers consist of the following:

2018 2017
$ $

Indigenous and Northern Affairs Canada (INAC)
Qperating 2,295,817 1,372,218

Other Government of Canada

Health Canada 233,384 214,965
Canada 150 52,835 57,165
Small Communities Fund 129,034 95,612
Other 4,293 9,424
419,546 377,166
Provincial government fransfers 1,125,204 424 102
Canada Mortgage and Housing Corporation 147,083 32,209

3,987,650 2,205,695

16. PENSION AGREEMENTS

The First Nation makes contributions to Manulife Financial on behalf of its staff. The amount of
retirement benefit to be received by the employees will be the amount of retirement annuity that could
be purchased based on the member's share of the pension plan at the time of the member's
withdrawal from the plan.

The amount contributed by the First Nation for the year ended March 31, 2018 for current service and
included as an expense on the Statement of Operations and Accumulated Surplus was $130,208
(2017 - $116,351).

17. BUDGET FIGURES

The budget, approved by the First Nation, for 2018 is reflected on the Statement of Operations and
Accumulated Surplus and the Statement of Change in Net Financial Assets. The budgets
established for capital investment in tangible capital assets are on a project-oriented basis, the costs
of which may be carried out over one or more years and, therefore, may not be comparable with
current year's actual amounts. Budget figures have been reclassified for the purposes of these
financial statements to comply with PSA reporting requirements. Budget figures are not subject to
audit.
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MISSISSAUGAS OF SCUGOG ISLAND FIRST NATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the Year Ended March 31, 2018

18. FINANCIAL INSTRUMENTS

The fair value of financial instruments is the amount of consideration that would be agreed upon in an
arms' length transaction between knowledgeable, willing parties who are under no compulsion to act.

The fair values of cash, due from government and other government agencies, funds held in trust by
Federal Government, accounts receivable and accounts payable and accrued liabilities approximates
their carrying amounts due to their short-term maturities.

Financial instruments which are recorded at fair value are to be classified using a three-level
hierarchy. Each level reflects the inputs used to measure the fair valued recorded on the financial
statements, and are as follows:

. Level 1: Inputs are unadjusted quoted prices of identical instruments in active markets;

. Level 2: Inputs other than quoted prices included in Level 1 that are observable for the
asset or liability, either directly or indirectly; and

« Level 3: Inputs for the liabilities that are not based on observable market data
{unobservable inputs).

The First Nation's fair value hierarchy is classified as Level 1 for investments. Mortgages due from
First Nation members are recorded at the exchange amount, equal to amortized cost. The fair value
cannot be reliably determined because there is no active market for the instrument.

19. FINANCIAL RISK MANAGEMENT

The First Nation has exposure to the following risks:

(a) Interest rate risk

Interest rate risk is the risk that the value of financial instruments will fluctuate due to
changes in market interest rates. The First Nation's interest bearing financial instruments are
subject to interest rate risk.

(b) Credit risk

Credit risk arises from the potential that a counter party will fail to perform its obligations. The
First Nation has exposure to credit risk as the total of all receivables are significant.
Management feels the risk is low as most of the receivables are due from various levels of
government, first nation members or rent receivables. Any receivables that management feels
are uncollectible are allowed for.

(c) Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market prices (other than those arising from interest rate risk or
currency risk), whether those changes are caused by factors specific to the individual financial
instrument or its issues, or factors affecting all similar financial instruments traded in the market.
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MISSISSAUGAS OF SCUGOG ISLAND FIRST NATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the Year Ended March 31, 2018

20. CONTINGENT LIABILITIES

The First Nation has been named in a number of lawsuits as a result of being the landlord of the
grounds lease with the Ontario Lottery and Gaming Corporation and the Corporation's use of the land
for gaming operations. Accruals are made in instances where it is probable that liabilities may be
incurred and where such liabilities can be reasonably estimated. Although it is possible that liabilities
may be incurred in instances for which no accruals have been made, the First Nation has no reason
to believe that the ultimate outcome of these matters would have a significant impact on its financial
position. No amounts have been included in these financial statements for any of these matters.

21. SEGMENTED INFORMATION

The Mississaugas of Scugog Island First Nation provides a range of services to its members and
residents. First Nation services are reported by function and their activities are separately disclosed
in the segmented information.

For each reported segment, revenues and expenses represent both amounts that are directly
attributable to the segment and amounts that are allocated on a reasonable basis. Certain allocation
methodologies are employed in the preparation of segmented financial information.

The accounting policies used in these segments are consistent with those followed in the preparation
of the financial statements as disclosed in Note 1. For additional information see the Schedule of
Segment Disclosure.

Administration

Administration consists of the activities of Council and general financial and administrative
management of the First Nation and its programs and services. This function also includes the
administration of the Williams Treaties' litigation and negotiations for the group of seven Wiliams
Treaties First Nation communities.

Community Services

Community services include public works, community infrastructure, water systems and buildings not
included under other segments.

Economic Development

Economic development includes the operations of home rentals, land rentals, amounts from
commercial operations, transfer payments, and various other economic development oriented
programs of the First Nation.

Education

Education includes off reserve schools and post secondary education.

Social Development

Social development consists of general assistance to residents of the First Nation.

Health

Health services includes operations of the health and recreation centre and various health related
programs for the First Nation.
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MISSISSAUGAS OF SCUGOG ISLAND FIRST NATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the Year Ended March 31, 2018

21. SEGMENTED INFORMATION, continued

Housing
Housing services includes operations of the non-profit housing to members and residents of the First
Nation.

22. SUBSEQUENT EVENTS
Subsequent to year end, the First Nation entered into a 50% limited partnership interest in Dunhill
Power Limited Partnership for an aggregate purchase price of $6,500,000.

23. COMPARATIVE FIGURES

Certain comparative figures were restated, where required, to conform with the current year
presentation.
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