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Independent Auditor's Report

To the Chief and Council of
Acadia First Nation

Opinion

We have audited the consolidated financial statements of Acadia First Nation {the "Band"), which comprise
the statement of financial position as at March 31, 2019, and the consolidaled statements of operations,
accumulated surplus, changes in net debt and cash flows for the year then ended, and notes to ths
consolidated financial statements, including a summary of significant accounting policies and other

explanatory information,

in our opinion, the accompanying consolidated financial statements present faly, in all material respects,
the consolidated financial position of Acadia First Nation as at March 31, 2019, and the results of its
consolidated operations. changes in net debt and its cash flows for the year then ended in accordance with
Canadian Public Sector Accounting Standards.

Our audit was conducted for the purposes of fonming an opinion on the consolidated financial siatements
taken as a whole. The Schedules of revenues and expenditures on pages 24 to 32 are presented for
purposes of additional information and are not a required part of the consolidated financial stalements. Such
information has been subject to the auditing procedures applied, only to the extent necessary to express an
opinion, in the audit of the consolidated financial statements taken as a whole.

Basis for Opinion

We conducled our audt in accordance with Canadian generally accepted auditing stendards. Our
responsibilities under those standards are further described In the Auditor's responsibilities for the audit of
the financial statemenis section of our report. We are independent of the Band in accordance with the ethical
requirements that are relevant to our audit of the consolidated financial statements in Canada, and we have
fulfitied our other ethical responsibiliies in accordance with these requirements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Responsibilities of managamant and Chief and Council for the Consolidated Financial Statemsnts

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 control
as management delermines is necessary to enable the preparation of consolidated financial stalements that
are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financiel statements, management is responsible for assessing the Band's
ability to continue as a going concern, disclosing, as appiicable, matters related to a going concern and
using the going concem basis of accounting unless management either intends to liquidate the Band or to
cease operations, or has no realistic altemative to do so.

Chief and Council are responsible for oversesing the Band's financial reporting process.
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Auditor's Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obiein reasonable assurance about whether these consolidated financlal statements as
a whole are free from material misstatement, whether due to fraud or error, and 1o Issue an auditor's report
that includes our opinion, Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted In accordance with Canadian generally accepted auditing standards will always detect a
material misstatemeni when it exists. Misstatements can arise from fraud or error and are considered
material i, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these consalidated financial statements.

As part of an audit in accordance with Canadian generally accepted audiling standards, we exercise
professional judgment and maintain professional skepticism throughout the audit.

We also:

»  Identify and assass the risks of material misstatement of the consolidated financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence thal is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a
material misstatement resuiting from fraud is higher than for one resulting from error, as fraud may
Involve collusion, forgery, intentional omissions, misrepresentations, or the override of intemal control.

»  Obtain an understanding of intemal control relevent 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
effectivensss of the Band's intemal control.

+  Evaluate the appropristeness 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 unceriainty exists related to events or
conditions that may cast significant doubt on the Band's abllity to continue as a going concemn. if we
conclude that a material uncertainty exists, we are required 1o draw atiention in our auditor's report to
the related disclosures in the consolidated financial stalements or, if such disclosures are inadequate,
to modify our opinion. Our canclusions are based on the audit evidence oblained up to the dats of our
auditor's report. However, future events or conditions may cause the Band to cease to continue as a
going concern.

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

s  Obtain sufficient appropriale audit evidence regarding the financial information of the entities or
business activities within the Band and its subsidiaries 1o express an opinion on the consolldated
financial statements. We ere responsible for the direction, supervision and performance of the group
audit. We remain solely responsible for our audil opinion.

We communicate with Chief and Council regarding, among other matters, the planned scope and timing of
the audit and significant audit findings, including any significant deficiencies In intemal control that we

identify during our audit.
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Acadia First Nation

Management's Responsibility for Financial Reporting
March 31, 2019

The accompanying consolidated financial statements of Acadia First Nation and all the
information in this report are the responsibility of management and have been approved by the
Chief and Coungcil,

The consolidated financial statements have been prepared by management in accordance with
Canadian Public Sector Accounting Standards. Consolidated financlal 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 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 financial reporting process, auditing matters and financial reporting
issues, fo satisfy themselves that each party is properly discharging their responsibilities, and to
review the annual report, the consolidated financial statements and the extenal auditor’s report.

The external auditors, Grant Thornton LLP, conduct an independent examination, in
accordance with Canadian generally accepted auditing standards, and express their opinion
on the consolidated financial statements. The external auditors have full and free access to
financial management of Acadia First Nation and meet when required.

On behalf of Acadia First Natipn'




Acadia First Nation
Consolidated Statement of Financial Position

March 31 2019 2018
Financial assets
Cash and cash equivalents $ 4,022,100 $ 5,827,716
Receivables {Note 5) 2,323,752 2,823,157
Inventory held for resale 866,946 699,489
Restricted cash and deposits ,
Funds on deposit at DISC (Note 14) 11,353 11,222
CMHC reserves (Note 9) 178,554 176,375
7.402.705 9,537,959
Financial liabilities
Payables and accruals (Note 8) 1,506,709 869,449
Deferred revenue 2,232,028 2,242,262
Assessment of sales tax, penalties and interest {Note 16) 2,086,438 2,411,438
Long-term debt (Note 7) 4978342 5,363,623
10,803,517 10,986,672
Net debt 3,400,812 1 714
Non-financial assets
Tangible capital assets (Note 6) 23,038,553 17,735,045
Prepaid expenses 31,114 52,200
23,069,667 17.787.335
Accumulated surplus $ 19668858 § 16338621
Accumulated surplus (Page 5) $ 19668855 § 16338621
Contingencies and commitments (Note 16)
On behalf of the Band
and Manager

See accompanying notes to the consolidated financial statements.




Acadia First Nation

Consolidated Statement of Operations

Year Ended March 31

Budget Actual Actual
2019 2019 2018

Revenues
Federal government operating transfers $§ 2532035 $ 3871747 $ 3,632,084
Federal government capital transfers 225,000 1,103,135 1,051,554
Provincial government operating transfers 225,000 205,228 185,516
Economic activities 8,150,000 9,080,982 8,911,108
Economic activities — retail operations 24,900,000 25,423,798 23,193,871
Other 1,153.750 1,164,123 1,052.636
37,185,785 40,859.013 38.026,748

Expenses
Band management and support 8,713,000 10,025,803 8,990,334
Education 760,850 796,151 794,922
Community maintenance 1,100,000 999,470 785,965
Social services 767,000 985,757 682,555
Community health 508,150 527,603 487,445
Housing 498,760 593,592 580,767
Fisheries 3,088,000 3,825,562 4,001,730
Training 376,000 485,435 446,137
Forestry 240,000 176,923 259,785
Retail operations 23,742,696 19,091,307 17.000.015
39,794 446 37,507,603 34,038,665
Annual surplus $ (2608661) $ 3351410 §$ 3,988,094

See accompanying notes to the consolidated financial statements.




Acadia First Nation
Consolidated Statement of Changes in Net Debt

March 31 Budget 2018 2018
Surplus $ 1,083,076 $ 3,351,410 $ 3,088,004
Tangible capital asset additions (5,000,000) {6,841,783) (5,268,828)
Loss on disposal of tangible capital assets - 21,515 232,728
Amortization of tangible capital assets 1,150,000 1,516,760 1,228 711
Decrease in net debt $ (2,756,924 (1,852,008) 180,705
Net debt, beginning of year (1.448.714) (1,.629,418)
Net debt, end of year $_(3400812) § (1.448,714)

See accompanying notes to the consolidated financial statements.




Acadia First Nation

Consolidated Statement of Cash Flows

March 31 2018 2018
Increase (decrease) in cash and cash equivalents
Operations
Annual surplus $ 3,351,410 $ 3,988,004
Amortization 1,616,760 1,228,711
Loss on disposal of tangible capital assets 21,525 232,728
Changes in non-cash operating working 531,663 (978,042)
capital balances (Note 10)
5421,358 447149
Financing
Repayment of long-term debt, net of advances {385,191) 626,486
Capital transactions
Purchase of tangible capital assets (6,841.783) (5,268.828)
Decrease in cash and cash equivalents {1,805,816) (170,851)
Cash and cash equivalents
Beginning of year 5,827,716 5,908 567
End of year $ 4,022,100 $ 5827716

See accompanying notes to the consolidated financlal statements.




Acadia First Nation

Notes to the Consolidated Financial Statements
Year Ended March 31, 2019

1. Summary of significant accounting policies
Reporting entity and principles of financial reporting

The consolidated financlal statements of Acadia First Nation (the “Band")} are the representations of
management prepared In accordance with Canadian public sector accounting standards for local
govemments, as recommended by the Public Sector Accounting Board ("PSAB") of the Chartered
Professional Accountants of Canada.

The focus of PSAB financial statements is on the consolidated financial position of the Band
and the changes thereto. The consolidated statement of financial position includes all the
assets and liabilities of the Band.

Significant aspects of the accounting policies adopted by the Band are as follows:

Principles of consolidation

The consolidated financial statements include the accounts of all funds and operations in which
the Band has a controlling interest, after the elimination of inter-fund transactions and balances.
The entities include the following Acadia First Nation Funds - Operating Fund, Capital Fund,
Housing Fund, Development Fund, Fisheries Fund, Forestry Fund, Training Fund, Social Fund,
Education Fund and Recreation Fund.

The Band had full control over the following enterprises during the year and their accounts have
been consolidated. The enterprises recorded in this manner are Your Winner's World — AFN
Ltd., Medway Entertainment — AFN, The Gold Nugget — AFN Ltd., Kespuwick Fisheries
incorporated, and AFN Entertainment CentreWinner's Corner —~ AFN.

The retail enterprises operate a combination of video lottery terminals, bingo hall, convenience
stores and gas bars. Kespuwick Resources manages the Fisheries operations on behalf of the
Band.

Budget
The budget was approved by Chief and Council on April 24, 2018.

Revenues and expenditures — Canada Mortgage and Housing Corporation (“CMHC")
Housing Projects

Revenues and expenditures are recorded according to the accrual basis of accounting. Rental
revenue is recorded at a flat monthly rate and not on a rent-to-income basis as set out in the
agreament with CMHC,

Rental revenue Is only being collected from tenants on social assistance and all uncollected
rental revenue is treated as bad debts. As part of consolidation, $84,191 (2018 - $104,637)
was recorded as rental revenue in the Housing Fund and as rental expense in the Social
Services Fund and $280,684 (2018 — $243,504) in contributions from the General Fund were
eliminated.

Operating surplus reserve

The operating surplus reserve account is funded by an appropriation of surplus, including the
annual charge to the replacement reserve as opposed to an annual charge to earnings for
projects entered into under the 1997 Section 85 On-Reserve Housing Program.




Acadia First Nation

Notes to the Consolidated Financial Statements
Year Ended March 31, 2019

1. Summary of significant accounting policles (continued)

Replacement reserve
The replacement reserve account is funded by an annual charge against earnings as opposed
to an appropriation of surplus.

Cash and cash equivalents

Cash and cash equivalents include cash on hand and balances with banks, bank overdrafts,
and highly liquid temporary money market instruments with original maturities of three months
orless. Bank borrowings are considered to be financing activities.

Tangible capital assets

Tangible capital assets are recorded at cost, which includes all amounts directly attributable to
their acquisition, construction or betterment of the asset. Interest on construction is also
included in cost. Amortization, at the rates notad below, is expensed in the current year.

Rates and bases of amortization applied to write-off the cost of property and equipment over their
estimated lives are as follows:

Housing 25 yrs straight line basis
Commercial buildings 25 yrs straight line basis
Community buildings 25 yrs straight line basis
Fumiture and equipment 10 yrs straight line basis
Paving and roads 30 yrs siraight line basis
Forestry equipment 10 yrs straight line basis
Recreation 10 yrs straight line basis
Retail operations 10 yrs straight line basis
Motor vehicles 5 yrs straight line basis
Computers 4 yrs straight line basis
Fishing equipment and vessels 10 yrs straight line basis
Gas pumps

Donated assets are recorded at a nominal value of $1, unless otherwise noted. In the year of
acquisition amortization of capital assets is calculated at the full annual rate as stated above.

RRAP expenditures
Repairs and renovations incurred under the CMHC Residential Renovations Assistance Program
("RRAFP") are expensed in the Operating Fund in the year incurred.

inventory held for resale

inventory is valued at the lower of cost and net realizable value. The cost of inventories includes the
cost of purchase and other costs Incurred in bringing the inventories to their present location and
condition. Costs such as storage costs, administrative overheads that do not contribute to bringing
the inventories to their present location and condition, and selling costs are specifically excluded
from the cost of inventories and are expensed in the period incurred. Inventory consists of tobacco
products, gas and general retsil products.

Investments

Investments, when held, are made up of treasury accounts with longer term maturities. Investments
are recorded at cost which approximated market value. Share capital of the government business
enterprises are recorded as long-term investments.
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Acadia First Nation

Notes to the Consolidated Financial Statements
Year Ended March 31, 2019

1. Summary of significant accounting policies {continued)

Interest rate risk

The Band has interest bearing loans on which general interest rate fluctuations apply. The financial
risk is the risk to the Band's eamings that arises from fluctuations in interest rates and the degree of
volatility of these rates. The Band does not use derivative instruments to reduce its exposure to
interest and foreign currency risk.

Use of estimates

In preparing the Band's consolidated financial statements, management is required to make
estimates and assumptions that affect the reported amounts of assets and liabllities, the disclosure
of contingent assets and Eabilities and reported amounts of revenue and expenses. Actual amounts
could differ from these estimates. Estimates include expected ussful lives of assets, accnued
liabilities and allowances for doubtful accounts.

Trust funds

The Trust Funds being administered by the Band are not consolidated with the accounts of the First
Nation. At March 31, 2019, the equity in Trust Funds under its trusteeship amounted to $450,280
(2018 - $440,881), see page 35.

Concentrations of credit risk

Concentrations of credit risk exist if a number of customers are engaged in similar economic
activities or are located in the same geographic region, and indicate the relative sensitivity of
the Band's performance to developments affecting a particular segment of borrowers or
geographic region. Geographic credit risk exists. for the Band due to most of the fish buyers
they are dealing with are all located in South West Nova Scotia. The exposure to credit risk
associated with the non-performance of these customers can be directly impacted by a decline
in economic conditions which would impair the buyers' ability to satisfy their obligations to the
Band.

Net debt

The Band's consolidated financial statements are presented so as to highlight net debt as the
measurement of financlal position. The net debt of the Band is determined by its liabilities less
its financial assets. Net debt is comprised of two components, non-financial assets and
accumulated surplus.

Revenue

All revenue is recorded on the accrual basis whereby amounts received or recorded as
receivable but not earned by the end of the fiscal year are recorded as deferred revenue.
Funding received under the terms of contribution agreements with the federal government is
recognized as revenue once eligibility criteria have been met. Funding is recorded as deferred
revenue if it has been restricted by the federal government for a stated purpose, such as a
specific program or the purchase of tangible capital assets. Deferred revenue is recognized in
revenue over lime as the recognition criteria are met.

Revenue from economic activities and other sources is recognized when goods or services

are provided, the exchange amount is measureable and collectability of the amount Is
reasonably assured.
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Acadia First Nation

Notes to the Consolidated Financial Statements
Year Ended March 31, 2019

1. Summary of significant accounting poficies (continued)
Revenue (continued)

In December 2017, the Band through several of its wholly owned enterprises entered into a new
fuel supply agreement with Sobeys Atlantic Fuel Co., operating as Shell. From April 1, 2017 to
November 30, 2017 fuel was supplied via Wilsons Fuels whereby the fuel was held on
consignment, as a result no inventory was recognized and revenue was recognized on a net
basis. Under the new agreement with Shell, the inventory is now owned by the Band or
enterprise, as a result inventory is recognized and revenue is recognized on a gross basis.

Asset classification

Assets are classified as either financial or non-financial. Financial assets are assets that could
be used to discharge existing liabilities or finance future operations. Non-financial assets are
acquired, constructed or developed assets that do not provide resources o discharge existing
liabilities but are employed to deliver the Band's services, may be consumed in normal
operations and are not for resale. Non-financial assets include tangible capital assets, prepaid
expenses and inventories of supplies.

2. Future accounting standards
The Band will be required to adopt the following future accounting standards:

PS 3280 - Asset retirement obligations

This new section establishes the standards on how to account for and report a liabllity for asset
retirement obligations. An asset retirement obligation is a legal obligation associated with the
retirement of a tangible capital asset. The new section is effective for fiscal years beginning on or
after April 1, 2021 with early adoption permitted.

PS 3400 - Revenues

This new section establishes the standards on how to account for and report revenue. The
section distinguishes between revenue that arises from transactions that include performance
obligations and transactions that do not have performance obligations. The new section is
effective for fiscal years beginning on or after April 1, 2022 with early adoption permitted.

PS 3450 ~ Financial Insfruments

This section establishes standards for recognizing and measuring financial assets, financial
liabilities and non-financial derivatives and enhanced disclosure. The new section is effective for
fiscal years beginning on or after April 1, 2021 with early adoption permitted.

The Band is currently assessing the impact of the new standards, however it is not expected that
the new standards will have a material impact on its consolidated financial statements.
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Acadia First Nation

Notes to the Consolidated Financial Statements
Year Ended March 31, 201¢

3 Replacement reserve

Under the terms of the agreement with CMHC, the replacement reserve account is to be
credited annually with an amount established by CMHC as a charge against earnings pius
interest. For projects entered into under the pre 1997 Section 95 On-Reserve Housing Program
(Series 14-283-576) a combined amount of $2,434 is charged annually, and for projecis entered
Into under the 1897 Section 95 On-Reserve Housing Program (Series 19-042-795) an amount
of $1,000 per unit is charged annually unless otherwise specified by Acadia First Nation.

These funds, along with accumulated interest, must be held in a separate bank account and/or
invested only in accounts or instruments insured by Canada Deposit Insurance Corporation or
as may otherwise be approved by CMHC from time to time. The funds in the account may only
be used as approved by CMHC under the pre 1997 Section 95 On-Reserve Program. Under the
1997 Section 95 On-Reserve Program, funds may be withdrawn in accordance with
Replacement Reserve Criteria, CMHC 3022, Withdrawals are credited to interest first and then
principal.

4. Operating surplus reserve

Under the terms of the agreement with CMHC, excess revenues over expenditures, including
the annual allocation to the Replacement Reserve, for projects entered into under the 1997
Sections 95 On-Reserve Program (Series 19-042-795) are to be maintained as an operating
reserve fund. The fund is to be credited annually with future surpluses of such projects plus
interest. The projecls operating reserve fund may only be used far the on-going operating costs
of the housing projects and fulure years’ deficits.

This reserve is to be comprised of monles deposited in a separate bank account and/or invested
only in accounts or instruments insured by the Canada Deposit Insurance Corporation or as may
otherwise be approved by Canada Mortgage and Housing Corporation from time to time.

5. Receivables 2019 2018
Mi'kmaw Kina'matnewey $ 18,107 $ 19,044
Province of Nova Scotia 354,501 184,273
Department of Fisheries and Oceans - 521,169
Department of Indigenous Services Canada 1,457,155 1,623,514
Canada Revenue Agency 126,431 161,681
Health Canada - 22,000
Canada Mortgage and Housing Corporation 113,959 92,649
Mi'kmaq Employment/Training Secretariat 106,419 130,202
Other 147,180 68,625

$ 2323762 § 2823157
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Acadia First Nation

Notes to the Consolidated Financial Statements
Year Ended March 31, 2019

7. Long-term debt 2019

1.77% mortgage, maturing November 1, 2039, payable in

monthly instalments of $343, including principal

and interest. $ 71,246
1.31% mortgage, maturing December 1, 2041, payable

in monthly instalments of $539, including principal

and interest. 127,335
1.01% mortgage, maturing February 1, 2041, payable in

monthly instalments of $400, including principal

and interest. 94,450
1.82% mortgage, maturing September 1, 2039, payable in

monthly instaiments of $995, including principal

and interest. 204,408
2.06% mortgage, maturing November 1, 2042, payable in

monthly instalments of $456, including principal

and interest. 102,561
1.92% morigage, maturing April 1, 2019, payable in

monthly instalments of $447, including principal

and interest. 447

0.97% mortgage, maturing January 1, 2021, payable in
monthly instalments of $5620, including principal
and interest. 8,264

2.11% mortgage, maturing October 1, 2033, payable in
monthly instalments of $654, including principal

and interest. 98,505
Prime plus 1.5% BMO loan, maturing in November 2028,

payable in monthly instaiment of $ 5,858, including

principal and interest. 379,539

1.86% mortgage, maturing April 1, 2034, payable in
monthly instalments of $1,009, including principal _
and interest. 158

Total carried forward 1,245.21

$§ 74078

132,11

98,282

212,568

105,894

5,751

14,393

104,219

426,509

167,438
$ 1,341,243
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Acadia First Nation

Notes to the Consolidated Financial Statements
Year Ended March 31, 2019

7. Long-term debt (continued) 2019 2018
Balance carried forward $ 1,245,215 $ 1,341,243
1.30% mortgage, maturing December 1, 2022, payable in
monthly instalments of $339, including principal
and interest. 14,900 18,753
1.86% morigage, maturing April 1, 2024, payable in
monthly instaiments of $301, including principal
and interest. 17,461 20,701
2.04% mortgage, maturing January 1, 2024, payable in
monthly instalments of $353, including principal
and interest. 18,859 22,672
1.30% morigage, maturing August 1, 2025, payable in
monthly instalments of $305, including principal
and interest. 22,524 25,869
1.31% mortgage, maturing October 1, 2026, payable in
monthly instaiments of $291, including principal
and interest. 25,237 28,382
1.30% morigage, maturing May 1, 2027, payable In
monthly instalments of $295, including principal
and interest. 27,411 30,572
3.67% BNS loan, maturing January 1, 2021 payable in
monthly payments of $1,500, including principal and interest. 61,537 80,828
1.97% mortgage, maturing December 1, 2027, payable in
monthly instalments of $298, including principle and
interest. 28,770 31,755
1.14% mortgage, maturing July 1, 2036, payable in
monthly instaiments of $1,414, including principle and
interest. 266,899 280,751
2.39% mortgage, maturing March 1, 2043, payable in
monthly instalments of $3,761, including principle and
interest. 824,770 850,000
0% vehicle loan, matured March 2019. - 7,605
0% vehicle loan, matured March 2019. - 9,596
2.49% vehicle loan, maturing October 2019, payable in
monthly instalments of $642, 3,747 11,100
Total carried forward $ 2557330 $ 2759827
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Acadia First Nation

Notes to the Consolidated Financial Statements

Year Ended March 31, 2019

7. Long-term debt {(continued)
Balance carried forward

4.75% BNS loan, maturing May 2018, with monthly
payments of $1,992, including principal and interest.

2.35% mortgage, maturing August 1, 2028, payable in
monthly instalments of $300, including principal
and interest,

1.86% mortgage, maturing January 1, 2029, payable in
monthly instalments of $297, including principal
and Interest.

1.05% morigage, maturing July 1, 2031, payable in
manthly instaiments of $414, including principal
and interest.

3.79% BNS loan, maturing in April 2020 payable in
monthly instalments of $2,500, including principal
and interest.

1.01% mortgage, maturing February 1, 2031, payable
in monthly instalments of $885, including principal
and inferest.

0.94% mortgage, maturing July 1, 2030 payable in
monthly instalments of $578, including principal and
interest.

1.30% mortgage, maturing April 1, 2032 payable in
monthly instalments of $1,304, including principal and
interest.

1.31% mortgage, maturing December 1, 2031 payable in
monthly instalments of $633, including principal and
interest.

1.44% mortgage, maturing February 1, 2032 payable in
monthly instalments of $2,030, including principal and
interest.

1.83% morigage, maturing November 1, 2034 payable in
monthly instalments of $2,053, including principal and
interest.

1.37% mortgage, maturing June 1, 2035 payable in
monthly instalments of $977, Including principal and
interest.

Total carried forward

2019
$ 2,557,330

152,003

30,410

31,97

57,003

134,958

119,127

74,304

188,194

89,189

335,436

170.806

$ 4227683

2018
$ 2,759,827

165,206

33,264

34,898

61,311

178,100

128,489

80,489

201,308

95,576

307,030

353,770

180,129
4 97
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Acadia First Nation

Notes to the Consolidated Financial Statements
Year Ended March 31, 2019
7. Long-term debt (continued) 2019 2018
Balance carried forward $ 4,227,683 $ 4,579,397
1.01% mortgage, maturing January 1, 2036, payable in

monthly instalments of $489, including principle and

interest. 87,125 91,851
1.84% mortgage, maturing September 1, 2037, payable in

monthly instalments. of $1,493, inciuding principle and

interest. 280,812 293,448
1.30% mortgage, maturing June 1, 2037, payable in

monthly instalments of $944, including principle and

interest. 184,058 192,840
1.46% mortgage, maturing March 1, 2042, payable in

monthly instaiments of $847, including principle and

interest. 198,664 205,884

$_ 4978342 § 5,363,520

The Minister of the Department of Indigenous Services Canada has provided guarantees for all

Canada Mortgage and Housing Corporation mortgages.

The Band has a credit facility in the form of an operating loan with a credit limit of $750,000 which
bears interest at prime plus 0.75%. As at March 31, 2019 the amount drawn was $nil (2018 - $nil).

Principal instalments required in the next five years are as follows:
2020 $382,623
2021 $355,892
2022 $362,651
2023 $364,664
2024 $356,307
8.  Payables and accruals
2019 2018
Vendors $ 267,939 $ 271,118
Severance accrual . 90,000
Accruals 989,184 474,730
Harmonized sales tax 46,449 -
Government remittances 122,255 113,867
Other 80,882 18.734
$ 1,506,709 $ 969,449




Acadia First Nation

Notes to the Consolidated Financial Statements
Year Ended March 31, 2019

9. Funded reserves

The Acadia First Nation operates thirty-two (32) CMHC subsidized housing projects.
Replacement reserves for the Pre 1997 projects are funded through a joint Replacement
Reserve bank account and replacement reserves for Post 1997 projecis are to be funded
through a second joint replacement reserve bank account.

As at March 31, 2019, the Acadia First Nation has provided for funding of Reserves as follows:
(Pre 1897) (1997 Agreement)

Projects Projects

1to 11 12 and 13
Amount Amount Amount
of reserve of reserve funded
$ - $178,554 $ 178,554

At March 31, 2019, an amount of $nil has been underfunded (2018 - $nil).

10. Changes in non-cash operating working capital balances 2019 2018
Receivables $ 499405 §(2,285068)
Restricted cash and deposits (2,310) 2,316
Inventory held for resale {167,457) {178,552)
Payables and accruals 537,260 (152,365)
Deferred revenue {10,235) 1,980,162
Assessment of sales tax, penallies

and Interest (325.000) (344,535)

§ 531663 § (978,042)

11. Economic dependence

The Band receives a portion of its revenues pursuant fo a funding arrangement with the
Department of indigenous Services Canada (DISC) and other federal depariments.

12. Federal assistance payments

The housing projects have received assistance through CMHC pursuant to Seclion 56.1 of the
National Housing Act to reduce mortgage interest expense to enable the project o provide
housing to low-income individuals. The amount of assistance received in the year ended
March 31, 2019 was $179,583 (2018 - $152,031).
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Acadia First Nation

Notes to the Consolidated Financial Statements
Year Ended March 31, 2019

13. Non compliance
The Band does not apply the rent—to-income scale with respect to Section 95 housing units.

14.  Funds on deposit with DISC

The Trust fund arises from monies derived from capital or revenue sources as outfined 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. The management of these funds is primarily governed by Section 63 to 89 of the
Indian Act.

The changes in net assets of the Funds on deposit during the year are as follows:

2019 2018
Net assets, beginning of year $ 11,222 $ 10865
Interest earned —_— 13t 357
$ 11383 § 11222
Represented by
Restricted for capital projects $ 4,362 $ 4362
Unrestricted 6.991 6.860
$. 11383 § 1122
15. Related party transactions
The Band had the following transactions with related parties:
2019 2018
Building rental charged to related companies $ 76256 § 67064
Royalties received from the gaming companies 4,867,388 4,553,688
Acadia Commodity Taxes charged 1,103,101 950,736
Agency fee charged from Kespuwick Resources 45,000 45,000

The rental charges, royalties and agency fees are charged on the basis of contractual
agreement. The Acadia Commodity Tax is charged on the basis of the legal authority of the
Band. These amounts have been eliminated on consolidation.




Acadia First Nation

Notes to the Consolidated Financial Statements
Year g_nded March 31, 2019

16. Contingencies and commitments

In prior years, a long standing matter, arising between 1997 and 2002, with respect to the payment
by the Band of HST on certain of its activities was confirmed. Acadia First Nation is a self-goveming
authority that has implemented an aboriginal taxation system which, it proposes, has dominance
over the HST on the basis of the aboriginal right of self-govemment. Canada Revenue Agency
(“CRA") disputed this belief.

As a result of the dispute, taxes including penalties and interest were assessed in the amount of
$8,392,939. Of this amount, taxes total approximately $4,565,504 and the remaining $3,827,435
is represented by the Interest and penalties.

A wholly owned subsidiary, Your Winners Warld — AFN, was assessed by CRA under the same
conditions as above. As the result, taxes Including penalties and interest have been assessed in
the amount of $678,431. Of this amount, taxes total approximately $190,852 and the remaining
$487,579 is represented by the interest and penalties.

During 2010, the Band filed an appeal under the provisions of the Faimess Legislation to sesk
administrative relief from some or all of the penaltles and interest. CRA authorized relief for
penalties and interest in written correspondence dated April 22, 2010 for both Your Winners World
~ AFN and the Acadia First Nation. Penalty and interest relief can only be granted back for 10
years, as this liability was initiated in 1999, the first year of penalties and interest will be included in
the necessary repayment. As well, they have agreed to accept payments of $25,000 per month
until the original HST liability has been fulfilled. Each year that the payments are made in full,
CRA waives the interest and penalties for the earliest year applicable.

The authorization of CRA was recognized in prior years' financial statements as a Government
Transfer, reversing $3,749,161 in penalties and interest in Acadia First Nation and $372,431 in the
wholly owned subsidiary.

With respect to the HST liability, if the Band fails to make their monthly payments, the
penalties and interest that were waived will become payable. Management believes that all
future payments will be made on time and that no future repayment of penalties and interest
will be required.

The HST liability in the subsidiary has been fully repaid and all required payments have been
made by the Band to date. During the current year, the Band made all 12 payments as required
by CRA.

During fiscal 2018, the Band made a successful application to the First Nations Finance
Authority ("FNFA") for future borrowings of up to $10 million. This borrowing can be used over
the next 5 years for economic development projects and the loan can be drawn on as projects
are approved and developed. During fiscal 2019, this amount was amended and increased to a
maximum of $15 million. As at March 31, 2019 no amounts have been drawn on the borrowings.

17. Comparative figures
Certain of the 2018 comparative figures have been reclassified to conform with the financial

statement presentation adopted for 2019. Certain balances within the consolidated financial
statements may also be affected by rounding.
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Notes to the Consolidated Financial Statements
Year Ended March 31, 2019

18. Ponhook land claim settiement

During 2003, the Band ratified a settlement agreement with Her Majesty The Queen in Right of
Canada ("Canada”) in connection with compensation for the illegal alienation of reserve lands.
Under the terms of the settiement, Canada agreed to pay to the Band the sum of $1,956,450
subject to the repayment of $105,903 previously advanced by Canada to the Band.

During the year, $nil (2018 - $nil) was withdrawn from the trust to reimburse the Band for
expenses approved through the trust agreement.

The remaining funds (see page 35) are to be held in trust for the Band and the Band members.
The trustees of the trust were originally the Chief and Council of the Band and subsequently
four members of the Band and three external trustees. The funds held by the trust were
invested as follows:

i)  The majority in a "fixed income account® that will distribute to the Acadia First
Nation approximately one fifth of the original principal per year for five years.
The funds so distributed are restricted by the terms of the trust agreement for
use by Acadia First Nation in specified purposes consistent with the objectives
of the Acadia First Nation; and

ii)  Approximately $175,000 in a “land acquisition account” to be held for up to
fiteen years for the purpose of distributing to the Acadia First Nation to acquire
fand. Any unexpended funds in the land acquisition account after fifteen years
are to be used for the same specified purposes as the funds in the fixed income
account.

During the year, the membership voted to utilize the remainder of the funds for the
Hammonds Plains project, expected to be completed by the December 2019.

19. Post employment benefits

During 2006, the Band approved a resolution initiating a retirement benefit where each of the
Chief and Councillors will receive $5,000 for each year of service that they have provided to the
Acadia First Nation. As at March 31, 2019, the total amount recorded as a liability is $nil (2018
- $90,000).

During a prior year, Chief and Council approved to cease accumulating any future amounts.
Chief and Council signed a trust agreement whereby only $105,000 can be withdrawn against
these benefits in any year.

During the current year, $90,000 (2018 - $100,000) was paid, which rapresehts a cumulative
payment under the terms of the revised trust agreement.

The Band has a defined contribution pension plan for its employees, the Band's obligation is
limited to matching up to a maximum of 2% of the contributions made by employees.
Obligations for contributions to the defined contribution pension plan are recognized as an
employee benefit expense in the statement of operations during which the services are
rendered by the employees. During the year, the Band made contributions in the amount of
$45,849 (2018 - $25,762) to the defined contribution pension plan.




Acadia First Nation

Notes to the Consolidated Financial Statements
Year Ended March 31, 2019

20. Segmented information

Acadia First Nation provides a wide range of services to its members, inc¢luding training, education,
social, health care and housing. For management reporting purposes Acadia First Nation's
operations and activities are organized and reported by Fund. Funds were created for the purpose
of recording activities to comply with specific regulations and requirements.

Funds that have been separately disclosed in the consolidated schedules of revenues and
expenditures on the following pages are:

Band Support - all other activities not described in another fund. Mainly centralized and shared
activities.

Education - providing elementary, secondary and post-secondary tuition for qualifying members
along with related programs and support,

Community Maintenance — repairs and maintenance carried out during the year to Acadia First
Nation’s fixed assets. This includes garbage and snow removal,

Social Services — sacial assistance provided to qualifying members.

Community Health Representative — activity of the two Health Centres which provide a variety of
health care programs and support.

Development Fund -~ inactive at this time.

Housing Fund - Section 95 housing and related expenditures.

Fisheries Fund - encompasses the fisheries aclivities of Acadia First Nation.
Training Fund - activities related to job training and skills.

Forestry Fund ~ logging and mill activities of Acadia First Nation.

Economic Activities — purchase and sale of band tobacco.

Retail Operations — operation of facilities with VLTs, store and gas stations.

See financial data on Page 33 and 34,

21, Subsequent events

The Band has entered into a contract with RCS Construction for the construction of a Tru by
Hilton in Yarmouth. The project is expected to be completed during fiscal 2021 and the
estimated value of the contract is $13,200,000.

In relation to the construction of the Tru by Hilton, the Band has entered into a management
contract with Crescita Hotels and Resorts Limited Partnership (“Crescita”} to manage the
construction of the hotel and manage the operations of the hotel once completed. The Band is
paying a monthly management fee of $25,000 to Crescita during the construction of the hotel.

The Band has entered into several contracts for the construction of the Hammonds Plains
Business Centre. The project is expected to be completed in fiscal 2020 and the estimated value
of the contracts is $1,800,000.




