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To the Chief, Council and Members of
Matten Falls First Nation

We have andited the accompanying financial statements of Marten Falls First Nation which
commptise the statement of financial position as at March 31, 2016, and the statements of
operations and surplus, changes in net debt, changes in fund balances 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 financial
statements in accordance with Canadian public sector accounting standards, and for such
internal control as management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whethet due to fraud or errot.

Auditor's responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with Canadian genetally accepted auditing standards.
Those standards require that we comply with ethical requitements 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 ptocedures selected depend on the auditot's
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or etror. In making those risk assessments, the auditor
considers intemal control relevant to the First Nation's preparation and fair presentation of
the financial statements in order to design audit procedutes that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
First Nation's internal control. An audit also includes evaluating the appropriatencss of the
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 basts for our qualified audit opinion.

Audit » Tax « Advisory
Grant Thornien LLP. A Canadian Member of Grant Thornton International Ltd
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Basis for qualified opinion

Canadian Public Sector Accounting Standards require that entities present information about
the complete stock of their tangible capital assets and amortization in the financial
statements. As described in note 15, the First Nation has not recorded tangible capital
assets and have been unable to determine whether any adjustments might have been found
necessary in respect of unrecorded tangible capital assets and the elements making up the
statemnents of operations and sutplus, changes in fund balances and cash flows. As a result,
we have been unable to obtain satisfactory evidence as to the completeness of the tangible
capital assets owned by the First Nation.

Qualified opinion

In our opinion, except for the possible effects of the matter described in the Basis for
qualified opinion paragraph, the financial statements present faitly, in all material respects,
the financial position of Marten Falls First Nation as at March 31, 2016 and the results of its
operations and its cash flows for the year then ended in accordance with Canadian public
sector accounting standards.

Other matters

Our audit of Marten Falls First Nation for the year ended March 31, 2016 was conducted for
the purposes of forming an opinion on the financial statements taken as a whole. The
schedules to the financial statements are presented for the purposes of additional
information and ate not a required part of the audited financial statements. The
supplementaty information has been prepated to assist various funding agencies/
govetnment departments. Such information has been subjected to the auditing procedures
only to the extent necessary to express an opinion on the financial statements of Marten
Falls First Natton for the year ended March 31, 2016. Gur opinion, dated January 27, 2017,
was qualified as a result of the inability to satisfy ourselves as to the completeness of tangible
capital assets. In our opinion, except for the effects of the matter described above, the
schedules are fairly presented in all material respects in relation to the audited financial
statements taken as a whole.

g‘wm 217

Thunder Bay, Canada
January 31, 2017 Chartered Professional Accountants
Licensed Public Accountants



MARTEN FALLS FIRST NATION

MANAGEMENT'S REPORT

The accompanying financial statements of Marten Falls First Nation are the responsibility of management and have been
approved by the Chief and Council of the First Nation.

These financial statements have been prepared by management in accordance with Canadian public sector accounting
standards prescribed for governments as recommended by the Public Sector Accounting Board of the Canadian Institute
of Chartered Accountants and as such include amounts that are the best estimates and judgments of management.

Management is responsible for the integrity and objectivity of these statements and for implementing and maintaining a_
system of internal controls to provide reasonable assurance that reliable financial information is produced.

The Chief and Council are responsible for ensuring that management fulfills its responsibilities for financial reporting and
internal control and are ultimately responsible for reviewing and approving the financial statements.

The Chief and 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, to satisfy themselves that each party is
properly discharging their responsibilities, and to review the financial statements and the external auditor’s report.

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

On behalf of the Marten Falls First Nations:

Councillor

January 31, 2017



MARTEN FALLS FIRST NATION

Statement of Financial Position
March 31, 2016, with comparative figures for 2015

Financfal Assets
Accounts receivable (Note 3)
Trust funds held by federal government (Note 4)
Due from government and other government organizations (Note 5)

Financial Liabilities
Bank indebtedness (Note 6)
Accounts payable and accrued liabilities (Note 7)
Due to government and other government organizations (Note 8)
Deferred revenué (Note 9)
Long-term debt (Notes 10 and 11)

Net Debt

Non-Financial Assets
Prepaid expenses (Note 14)
Tangible capital assets (Note 15)
Accumulated Sarplus

Contingencies (Note 18)
Contractual Obligations (Note 19)

Approved on Behalf of Chief and Council

2015 2015
$ 253,105 § 107,565
3,662 3,586

254,174 781,184
3,191,937 2,165,681
980,973 772,060
203,929 547,948

5416545 6560616

32,786 40,446
22,069,663 __ 22.134.282

. 22,192,5& 9 22,174,728
S2l6L678 $.La86LI28

The accompanying notes and supplementary schedules are an integral part of these financial statements,



MARTEN FALLS FIRST NATION

Statement of Operations and Surplus
March 31, 2016, with comparative figures for 2015

Revenue

Deferred revenue, beginning of year (Note 9)

Federal Government:
Indigenous and Northern Affairs Canada
Health Canada
Canada Mortgage and Hounsing Corporation

Provincial Government:
Ministry of Health and Long-Term Care
Ministry of Indigenous Relations and Reconciliation
Ministry of Community Family and Children Services
Ministry of Northern Development and Mines
Ministry of Natural Resoutces and Forestry
Ministry of Education

Interest

Trust funds held by federal government (Note 4)

Rent

Nishnawbe Aski Nation

Ontatio First Nations Limited Parmership

Matawa First Nations

Ontario Power Generation (Note 11)

Other -

Less: deferred revenue, end of year (Note 9)

Expenditares

Education programs

Health programs

Economic Development programs
Housing Fund

Community services programs
Social Services programs

Band government

Employment programs

Public works

Administration fees and technical services
Amortization

Interest

Annual deficit

Less: net repayment of surpluses (Note 24)
Inter-fund transfers (Note 13)

Annual deficit

Accumulated surpins, beginning of year
Accumulated surplus, end of year

Segment Disclosure (Note 25)

2016 2016 2015
Budget (Note 21) Actual Actual

$ 547,948 § 547,948 § 205,006
4,332,244 4,332,244 4,500,655
1,629,981 1,680,553 1,454,543
226,050 226,051 226,194
55.476 48,876 49,539
90,000 90,000 90,000
992,660 992,660 868,616
972,256 744,106 2,182,928
198,173 198,173 94,593
3,196 3,196 1,797
- 40 339

“ 76 98
64,200 127,955 70,670

- 90,959 83,813 67,601
879,773 879,773 874,826
200,129 285,457 184,113
195,000 195,000 195,000
51,819 348,245 527,587
- (203,979 (547,948)
10520864 __10.580.237 _LQ&LL
2,102,038 2,177,810 2,176,561
1,975,440 2,031,936 1,641,023
1,373,944 1,141,908 1,933,645
417,328 182,746 475,573
1,094,773 572,919 699,555
1,149,856 1,234,762 1,121,761
388,159 1,133,177 1,304,754
31,819 41,169 71,522
1,996,507 2,141,610 1,814,723
- 138,395 132,697
- 996,454 1,004,986

= 262,423 256,482
_ 10520864 _ 12055809 . 1263328
$ (1,475,572) § (1,587,125)
# (155,712) (175,025)
- 931.835 696.622
- (699,449) (1,065,528)
= 13861128 14926656
$ - $ !g !ﬁ] 679 $__13.861128

The accompanying notes and supplementary schedules are an integral part of these financial statements,



MARTEN FALLS FIRST NATION

Statement of Changes in Net Debt
March 31, 2016, with comparative figures for 2015

Annual Deficit, including capital assets
Less: capital assets included in Annual Deficit (Note 13)
Annual Deficit

Tangible capital assets:
Acquisition of tangible capital assets
Amortization of tangible capital assets

Acquisition of prepaid expenses
Use of prepaid expenses

‘Increase in net debt
Net debt, beginning of year
Net debt, end of year

2016 2015

$ (1,475572) $ (1,587,125)
— 931835 ___ 696622
— G837 . (890.503)

(931,83%) (696,622)
’ 004 986
64,619
(32,786) (40,446)
7,660 (29211)
(471,458) (611,350)

(8.313.600) {7,702.250)
$(8.240.770) $.(8313.600

The accompanying notes and supplementary schedules are an integral part of these financial statements.
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MARTEN FALLS FIRST NATION

Statement of Cash Flows
For the year ended March 31, 2016, with comparative figures for 2015

Operating Activities
Annual deficit *
Items not affecting cash:
Amortization of tangible capital assets

Changes in non-cash items on Statement of Financial Position
(Increase) decrease in accounts receivable
(Increase) in trust funds held by federal government
(Increase) decrease in prepaid expenses
Increase (decrease) in accounts payable and accrued liabilities
Increase (decrease) in deferred revenue

Capital activities
Purchase of tangible capifal assets

Financing activities
Proceeds from long-term debt
Payment of long-term debt

Decrease in cash for the year
Bank indebtedness, beginning of year
Bank indebtedness, end of year

2016
$  (699,449)

— 996,454
297,005

1,416,177
(76)

7,660

1,235,169
(344.019)

2611916

(931,835)

(1.153,071)

527,010

2015
$ (1,065,528)

(60,542)

(1,475,623)

(9%)

(29,211)
874,421
342,942

48.111

(696.622)

500,000
__(143.581)

356,419
(688,314)

$__(78L18%)

12

* Interest received during the year was $40 (2015 - $339). Interest paid during the year was $251,869 (2015 -
$256,482). Interest received is made up of interest income from the Statement of Operations and Surplus in the
amount of $nil (2015 - $nil). Interest paid is made up of interest expense from the Statement of Operations and
Surplus in the amount of $262,423 (2015 - $256,482) less the increase in accrued interest payable in the amount of

$nil (2015 - increase $nil)



MARTEN FALLS FIRST NATION 13

Notes to the Financial Statements
March 31, 2016

General
Marten Falls First Nation (“the First Nation"), a "band" as defined in the Indian Act, is located north east of
Nakina, Ontario. It conducts its operations guided by the provisions of federal and provineial statutes.

1. Significant Accounting Policies
(a) Basis of Accounting;

These financial statements have been prepared in accordance with accounting policies generally accepted for
public sector as recommended by the Public Sector Accounting Board (PSAB) of the Canadian Institute of

Chartered Accountanis.
(b) Reporting Entity:

Marten Falls First Nation reporting entity includes the Marten Falls First Nation government only since there are
no other related entities that are controlled by the First Nation. Consolidated financial statements are therefore not
applicable.

(c) 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 to discharge existing liabilities but are employed to deliver government services, may
be consumed in normal operations and are not for resale. Non-financial assets include tangible capital assets and

prepaid expenses.
(d) Cash:
Cash includes cash on hand and balances with banks net of bank overdrafts.

(e) Net Debt:

The First Nation's financial statements are presented so as to highlight net debt as the measurement of financial
position. The net debt of the First Nation is determined by its financial liabilities less its financial assets. Net debt
is comprised of two components, non-financial assets and accumulated surplus.
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Notes to the Financial Statements
March 31, 2016

1. Significant Accounting Policies (continued)

(f) Tangible Capital Assets:

Tangible capital assets are recorded at cost, which inciudes amounts that are directly related to the acquisition, design,
construction, development, improvement or betterment of the assets. Cost includes overhead directly attributable to
construction and development, as well as interest costs that are directly attributable to the acquisition or construction of

the asset.

Certain assets which have historical or cultural value, including works of art, historical documents and historical and
cultural artifacts, are ot recognized as tangible capital assets. Assets under construction are not amortized until the asset
is available to be put into service.

Amortization of tangible capital assets is recognized as an expense in the Statement of Operations and Surplus. Tangible
capital assets are amortized over their expected useful lives using the declining balance method at the following rates.

CMHC Housing 4%
Seniors' Complex 4%
Activity Centre 4%
Map and Conference Centre 4%
Nurses duplex 4%
Police Station 4%
School Upgrade 4%
Modular homes 4%
Warehouse 4%
Water Treatment Plant 4%
Fuel tanks 10%
Furhaces 20%
Furniture and equipment 20%
Heavy equipment 20%
Automotive 20%
Fire truck 30%
School buses 30%
Computers 30%
Diesel Generating Station Upgrade 4%
Health Clinic 4%

Tangible capital assets are written-down when conditions indicate that they no longer contribute to Marten Falls First
Nation's ability to provide goods and services, or when the value of future economic benefits associated with the tangible
capital assets are less than their net book value, The net write-downs are accounted for as expenses in the Statement of

Operations and Surplus.

Contributed capital assets are recorded into revenues at their fair value on the date of donation, except in circumstances
where fair value cannot be reasonably determined, in which case they are recognized at nominal value. - Transfers of
tangible capital assets from related parties are recorded at carrying value.

Certain assets which have historical or cultural value, including works of art, historical documents and historical and
cultural artifacts, are not recognized as tangible capital assets. Assets under construction are not amortized until the asset

is available to be put into service.
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Notes to the Financial Statements
March 31, 2016

1. Significant Accounting Policies (continued)
(2) Revenues:

Revenues are recognized in the period in which the transactions or events occurred that gave rise to the revenues. All
revenues are recorded on an accrual basis, except when the accruals cannot be determined with a reasonable degree of
certainty or when their estimation is impracticable.

Government transfers are recognized as revenues when the transfer is authorized and any eligibility criteria are met,
except to the extent that transfer stipulations give rise to an obligation that meets the definition of a liability. Transfers
are recognized as deferred revenue when transfer stipulations give rise to a liability. Transfer revenue is recognized in
the Statement of Operations and Surplus as the stipulation liabilities are settled.

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 related to fees or services received in advance of the fee being earned or the service is performed is deferred and
recognized when the fee is earned or service performed.

(h) Measurement Uncertainty:

In preparing the financial statements for the govemnment of Marten Falls First Nation, management is required to make
estimates and assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent assets
and liabilities at the date of the financial statements and reported amounts of revenues and expenses during the period.
The main estimates used in preparing these financial statements include allowance for doubtful accounts, due to/from:
government and government organizations and asset amortization rates. Actual results could differ from these estimates.

(i) Expense Allocation:

Certain expenses which pertain to the operations as a whole have been allocated to various projects at the discretion of
Chief and Council.

(j) Casino Rama Fund:

Under terms of the agreement with the Ontario First Nations Limited Partnership, all income distributions from Casino
Rama are designated for community development, health programs, education programs, economic development and/or
cultural development. The First Nation has therefore designated an externally restricted fund to allocate all funds

distributed from Casino Rama, but unspent at year-end.

(k) Administration fees:

It is the First Nation's policy to allocate certain administrative costs to the various programs. Such allocations are
recorded as administration fees revenue on the applicable program Schedules on the Statements of Operations and
Surplus,
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Notes to the Financial Statements
March 31, 2016

2. Financial Instruments

The First Nation's financial instruments consist of accounts receivable, bank indebtedness, accounts payable and accrued
liabilities, due to/from government and other government organizations and long-term debt which may be subject to
certain types of risk.

Currency risk is the risk that the value of a financial instrument will fluctuate due to chianges in foreign exchange rates.
The First Nation has no foreign exchange and is not subject to currency risk.

Interest risk is the risk that the value of a financial instrument will fluctuate due to changes in market interest rates. The
First Nation has interest bearing debt that is subject to changes in interest rates, therefore, the First Nation is subject to
interest risk. It is management's opinion that the First Nation is not exposed to significant interest risks,

Credit risk is the risk that one party to a financial instrument will fail fo discharge an obligation and cause the other party
to incur financial loss. It is management's opinion that the First Nation is not exposed to significant credit risks.

3. Accounts Receivable

2016 2015
Operating Fund
Due from members:
Social Housing $ 420,008 § 417,748
Loans 9,239 9,239
Marten Falls Power Authority - Client Services 804,204 804,204
Miscellaneous = -
1,233,541 1,231,191
Allowance for doubtful accounts (231191  _(1.229.741)
2,350 1.450
Due from others:
Right to Play 8,314 -
Burmet Northern - Winter Road Usage 80,000 -
Hydro One - Remote Communities Inc. - Winter Road usage 30,508 -
Matawa First Nation Management 109,778 76,279
Nishnawbe Aski Nation 13,126 29,836
Small amounts owing (net of allowance for doubtful accounts) _ 9.029 : -
250,755 06,115
253.105 107.565
Casino Rama Fund
Miscellaneous = S
Total Accounts Receivable $..253.105 §___107.565
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Notes to the Financial Statements
March 31, 2016

4. First Nation Trust Funds

Trust fund accounts arise from monies 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. The
management of these funds is primarily governed by Sections 63 to 69 of the Indian Act.

Opening  Additions Withdrawals Closing 2016 2015

Balance Balance Total Total
Revenue $ 3,187 § 76 $ - $ 3,263 $ 3,263 § 3,187
Capital 399 - - 399 399 399
Fund Total $ 3662 §___3.386

5. Due from Government and Other Government Organizations

2016 2015
Federal Government
Indigenous and Northern Affairs Canada $ 205,786 $§ 1,173,935
Health Canada - 140,480
Canada Mortgage and Housing Corporation 18,838 131.886
224,624 1.446.301
Provincial Government
Ministry of Transportation 23,465 -
Ministry of Natural Resources and Forestry 19,817 -
Ministry of Northern Development and Mines 489.953 ___ 8290947
533,235 . 820947
Other Government Organizations _
HST receivable 92162 135490
$_ 850021 §__2411738
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Notes to the Financial Statements
March 31, 2016

6. Bank Indebtedness

All bank overdrafts are due on demand and bear interest at the bank's prime lending rate plus 5% (7.85% at year-end),

(2015 - 7.85%).

Under the terms of an agreement with Canada Mortgage and Housing Corporation, Marten Falls 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 is comprised of the following:

Externally Restricted
Capital projects - Marten Falls Soil Remediation Project
Health - capital project

Internally Restricted
Operating Fund
Arena Project account
INAC Co-management
Cliffs
Clinic Holdback
Education
Health and Social Services
MisAmik Housing Authority
Social Assistance

Casino Rama Fund
Casino Rama

Unrestricted
Operations and maintenance
Power Authority

18

2016 2015
$ 847 §% 952
30 i 12T
— 807 ____ 2479
121 130
78 3
765 273
107 107
(102,565) (153,730)
291,006 (99,103)
128 6,697
_ (52995) ___12.660
136,645 (232,363)
38.467 (82,362)
175.1]12 (314.725)
(430,204) (471,899)
2 2.96]
_.{430.183)

$o(254.174)

§
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March 31, 2016

7. Accounts Payable and Accrued Liabilities

Trade payables

Accrued salaries and employee benefits payable
WSIB payable

Other accrued liabilities

8. Due to Government and Other Government Organizations

Federal Government
Provincial Government
Other Government organizations

2016
$ 2,917,024
182,439
24,857

$ 3,101,937

2016

$ 412,054

. 25,094

S 280,073

2015

$ 1,973,363
113,577
38,295

40,446
Sl 65,681

2015

$ 328,386
6,441
—437.233

$ 772,060

19
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March 31, 2016

9, Deferred Revenue

Balance Funding Revenue  Revenue Balance
March 31, 2015 Received  Recognized Repayable March 31,2016
Federal Government '
Aboriginal Affairs and Northern
Development Canada
‘Water Treatability project $ 2925 § -~ $ - $ - $ 2,925
Remediation project - 40,000 40,000 = .
Impreving School Effectiveness - 20,000 10,793 - 9,207
First Nation Education Management
and Governance Capacity - 10955 . 9.450 — 1,505
295 70955 60243 __ - 13,637
Heslth Canada -
Health Clinic - Health Canada 121,187 628325 592,640 - 156,872
Canada Morigage and Housiig
Housing Renovations 32,872 158,406 191,278 - —
156.984 857,686 ___ 844,161 - 170.509
Provincial Government
Ministry of Northern Development
Development and Mines
. CCLO Project 10,593 8274 18,867 - -
Skills Demonstration Project 85,520 - 52,100 - 33,420

Regional Framework Project 270,096 167,741 437,837 -
Well Being Project 24755 9.610 _ 24674 (9.691) -

390,964 185,625 __ 533478 (9.691) 33,420
Total Deferred Revenue $ 347948 §_1043.31] $ 377,639 $ (2.691) $ 203,920
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Notes to the Financial Statements
March 31, 2016

10. Long-Term Debt

Royal Bank of Canada -

Demand loan repayable in monthly instalments of $1,270

including interest at 4.85% due March, 2017, secured by

bus and Band Council Resolution assigning education

transportation funding to repay the loan. $ 14,802 § 28,946
Term loan repayable in annual instalments of $195,000 plus

interest at prime plus 2.0%, due December, 2015, secured

by general security agreement. 785,224 935,242
Demand loan repayable in monthly instalments of $3,637

plus interest at prime plus 2.75%, secured by general

security agreement. 19,947 61,250
Term loan repayable in monthly instalments of $4,745

including interest at 4.25%, secured by general security

agreement. 85,299 137,195
Term loan with interest only payments required monthly at

prime plus 2.65%, due April, 2015, secured by general

security agreement. 350,476 804,000
Term loan repayable in monthly instalments of $3,064

including interest at 4.7% due May, 2018, secured by

general security agreement. 74,215 106,647
Term loan repayable in monthly instalments of $5,300
including interest at 4.95% due October, 2017, 356,702 401,275

Term loan repayable in monthly instalments of $7,354

including interest at 4.75% due October, 2016 secured by

general security agreement. 785,128 834,478
Guaranteed loan repayable in monthly instalments of

$6,968 including interest at 3.13% due April, 2017,

guaranteed by INAC. 433,589 502,492
Guaranteed loan repayable in monthly instalments of

$3,879 including interest at 2.94% due April, 2014,

guaranteed by INAC, 334,536 370,697
Guaranteed loan repayable in monthly instalments of

$3,865 including interest at 3.07% due February, 2019,

guaranteed by INAC. 325,536 361,361
Capital lease for 2005 Caterpillar IT28 Loader and 2001

John Deere 550 H LT Dozer. Monthly rental payments of

$2,913 including interest at 5.50%, with an option to

purchase for $1 on April 10, 2017. 33,939 66,065

Caterpillar Financial Services Limited -
Capital Lease repayable in monthly lease payments of
$2,706 including interest at 5.363% with an option price
of $55,200 due March 25, 2020. Secured by a 2014
Caterpillar DSK2L.GP Track Type Tractor. 161,216 184,360
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10. Long-Term Debt (contfinued)

11.

Canada Mortgage and Housing Corporation -

Guaranteed loan repayable in monthly instalments of $2,772
including interest at 2.63% due June, 2016, guaranteed by
INAC.

Guaranteed loan repayable in monthly instalments of $3,292
including interest at 1,62 due March, 2018, guaranteed by INAC.

Guaranteed loan repayable in monthly instalments of $1,851
including interest at 1.65% due June, 2017, guaranteed by
INAC.

Guaranteed loan repayable in monthly instalments of $1,861
including interest at 2.61% due September, 2014, guaranteed by
INAC.

Guaranteed loan repayable in monthly instalments of $2,640
including interest at 1.65% due June, 2017, guaranteed by
INAC.

Anticipated repayments over the next five years and thereafter, assuming renewal on similar terms and conditions,

arc as Tollows:

Principal

2017 $ 638,276
2018 598,691
2019 560,160
2020 577,000
2021 528,164
Thereafter 2.514.254

St 6242

Ontario Power Generation Agreement

292,463

430,750
223,351

259,852

$_35.416.545

Interest

$ 214,505
166,441
116,835

95,412
73,101

70,824
$__ 737,118

318,409

463,638
242,053

277,267

474241
$_6.369.616

Total

$ 852,781
765,132
676,995
672,412
601,265

- 2.585.078
$_6,153.663

22

In accordance with the terms of an agreement in a prior year with Ontario Power Generation, the First Nation is
entitled to receive $195,000 annually until the year 2018 as a contribution toward the Arena project.

Under a letter of direction agreed to by the First Nation, that amount is applied annually against certain outstanding

debt related to the arena project included in Note 10 above.
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March 31, 2016

12. Replacement Reserve

2016 2013
Balance, beginning of year $ 421900 $§ 367,950
Replacement reserve allocation 31.150 53,950
Balance, end of year $__453050 §___421000

Under the terms of housing funding agreements with Canada Mortgage and Housing Corporation ("CMHC™), this
reserve, calculated as a stipulated amount ($350 - $1,100) per unit, is to be held in a separate bank account and used
only with CMHC approval. As at the year-end, a separate bank account has not been established. Schedule 47
shows the transfers from each housing program. In the prior year, an additional one-time allocation of $22,800 was
recognized to match the CMHC requirements for prior years.

13. Interfund Transfers

14.

During the year, an amount of $931,835 (2015 - $696,622) was transfetred from Capital Funds to the Operating
Funds which represent tangible capital assets purchased and capital asset projects that were developed by the First
Nation during the year from various capital projects.

Prepaid Expenses

Honorariums $ 3,000 $ 30,211
Student tuition, room and board and allowances 29,786 _10.235
Total prepaid expenses $32786 540440

15. Tangible Capital Assets

The Tangible Capital Assets detailed in this note presents all balances and changes in the year relating to tangible
capital assets owned by the First Nation acquired after March 31, 1997. Tangible capital assets acquired previous to
April 1, 1997 are not reflected in the Tangible Capital Assets balance.

In April 2009, the First Nation adopted Public Sector Accounting Handbook Section 3 150 - Tangible Capital Assets
which requires all tangible capital assets in use to be included in the Statement of Financial Position. The First
Nation is in the process of preparing a complete listing of tangible capital assets and valuing the assets which have
not been previously recorded, but this list has not yet been completed.
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MARTEN FALLS FIRST NATION

Notes to the Financial Statements
March 31, 2016

16. Operating Agreement with Hydro One Remote Communities Inc.

On May 11, 2009, Marten Falls First Nation entered into a five-year operating agreement with Hydro One
Remote Comnuunities Inc. (Hydro One) which began on December 15, 2009, Under this agreement, the First
Nation maintains ownership of the assets used with Hydro One operating and maintaining the assets, as well
as collecting all revenue from the operations.

17. Economic Dependence

The government of Marten Falls First Nation receives a major poftion of its revenue from Indigenous and
Northern Affairs Canada and Health Canada. The nature and extent of this revenue is of such significance
that the First Nation is economically dependent on this source of revenue.

18. Contingencies

Marten Falls First Nation has entered into contribution agreements with various federal government
departments. Funding received under these contribution. agreements is subject to repayment if the First
Nation fails to comply with the terms and conditions of the agreecments.

For Canada Mortgage and Housing Corporation; the First Nation is contingently liable for subsidy surpluses
as assessed by CMHC for prior periods. The settlement of amounts receivable or payable, if any, will be
determined in a future period and recorded at that time.

In addition, in the normal course of its operations, Marten Falls First Nation becomes involved in legal
actions. Some of these potential liabilities may become actual liabilities when one or more future events
oceur or fail to occur. To the extent that the future event is likely to occur, and a reasonable estimate of the
loss can be made, an estimated liability is accrued and an expense recorded on Marten Falls First Nation's
financial statements.

The First Nation is in the process of defending a default judgment in the amount of $530,488 plus interest and
costs. The default judgemental relates to winter road construction and maintenance costs plus services related
to stumping. The outcome is not determinable at this time.

19. Contractual Obligations
The nature of Marten Falls First Nation's activities can result in some multi-year contracts whereby it will be

obligated to make future payments when the goods or services are received.  Significant contractual
obligations that can be reasonably estimated at year-end are summarized as follows:

2019 and
2016 2017 2018 2012 thereafter Total
Photocopier lease - education $ 2,717 % - $ - 3 - 5 - $ 2,717
Photocopier lease - administration 2,688 - - - - 2,688
RBC Leasing (Loader) - administration 34,958 - - - - 34,958
CAT Financing (Dozer)
- administration 32,468 - - - " 32468

Total oo 283 S S S S S 2B

25
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Notes to the Financial Statements
March 31, 2016

20.

21.

Comparative Figures

Ceriain of the prior year's figures have been reclassified to conform with the current year's presentation.
Budgeted Figures

The budgeted figures are presented for comparative purposes and are unaudited. The operating budget has
been approved by Chief and Council and is reflected in the Statement of Operations and Surplus and in note

25 Segment Disclosure. The First Nation does not budget activity for reserve funds or for capital projects.
Budget figures have been restated to be comparable with the PSAB reporting reflected in the actual results.

22. Capital Disclosure

23,

The First Nation considers its capital to be the balance retained in its fund balances, generally the difference
between its assets and its liabilities as reported on the Statement of Financial Position.

The First Nation's objectives when managing capital are to safeguard its ability to continue as a going concemn
so that it can continue to provide delivery of its services to the members.

Management maintains its capital by ensuring that annual operating and capital budgets are developed (and
approved by the Chief and Council) based on known or estimated sources of funding available each year,

Expenses by Object

The following is a summary of expenses by object:

2016 2015

Salaries and wages $ 3,939,927 § 3,454,119
Employee benefits 136,210 90,064
Staff development 15,795 30,564
Supplies and services 2,669,837 3,019,314
Interest 278,609 271,749
Professional services 848,226 1,083,057
Rental expenditures 445,192 391,506
Fees and contract services 1,797,046 2,051,094
Other 1,098,558 1,081,302
Amortization 996.454

—1.004,984
S 12225858  SI247053
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Notes to the Financial Statements
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24, Repayment of surpluses
Repayment (recovery) of program surpluses are identified by program as follows:

201 2015

Indigenous and Northern Affairs Canada

Schedule 3 - Secondary Education $ 107,175 § 149,278
Nishnawbe Aski Nation

Schedule 17 - FAS/FAE Project 80 -

Schedule 19 - Aboriginal Healing & Wellness - Crisis Intervention (6,842) -

Schedule 20 - Healthy Babies Healthy Children (879)
Ministry of Northern Development and Mines

Schedule 34 - Mining - Strategic Partner Initiative (33,075) -

Schedule 36 - Regional Framework 89,253 -
Closed Programs

- Diesel Generation Upgrade Program z . 25.747

Sdd3 712 S 175,025

27
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