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July 17, 2018

Annapolis Valley First Nation
29 Toney Blvd

Cambridge Station, NS

BOP 1GO

Dear Mr. Toney

During the course of our audit of the consolidated financial statements ("financial statements”) of
Annapolis Valley First Nation for the year ended March 31, 2018, we identified matters which may
be of interest to management. The objective of an audit is to obtain reasonable assurance
whether the financial statements are free of any material misstatement and it is not designed to
identify matters that may be of interest to management in discharging its responsibilities.
Accordingly an audit would not usually identify all such matters.

The responsibility for producing financial statements and ensuring adequate internal controls and
sound business practices is the responsibility of the Board of Directors through management and
is a part of management's overall responsibility for the ongoing activities of the First Nation.
Policies and procedures developed by the First Nation to safeguard its assets and to provide
reasonable assurance that errors and irregularities or illegal acts are promptly identified, must be
properly monitored to ensure that all staff are complying with the guidelines provided. Where we
determined, from our testing, that there exists a need for improvement in existing systems of
internal control or if we detected that the First Nation's staff are not complying with the critical
accounting policies and procedures provided by management, we increased our year-end testing
of account balances to ensure that audit risk was kept to an appropriately low level.

The comments and concerns expressed herein did not have a material effect on the First Nation's
financial statements and, as such, our opinion thereon was without reservation. However, in
order for the First Nation to ensure the safeguarding of its assets and the accuracy of its records,
we believe our comments and concerns should be taken into consideration by management. Our
comments are not intended to reflect upon the honesty or competence 6f the First Nation's

employees,
The matters we have identified are discussed in Appendix 1.

This communication is prepared solely for the information of management and is not intended for
any other purposes. We accept no responsibility to a third party who uses this communication.

We would like to express our appreciation for the cooperation and assistance which we received
during the course of our audit from Lisa Toney and John McCaul.
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We shall be pleased to discuss with you further any matters mentioned in this report at your
convenience.

Yours truly,

Da¥id A. Yuill, CPA, CA

Pgftner through a corporation

BDQ Canada LLP

Chartered Professional Accountants
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Appendix 1

Liquidity Ratios - Indigenous Services Canada

During the course of our audit, it was noted that the sustainability ratio is below the threshold
established by Indigenous Services Canada. It is recommended that these ratios be monitored on
a monthly basis to ensure compliance.

VLTs on Reserve Lands

It should be noted that VLTs on reserve lands have been an item of debate in Nova Scotia in
recent months. The Nova Scotia Government, through the Atlantic Lottery Corporation (“ALC”),
was reassessed and required to pay $54M in HST to the Canada Revenue Agency (“CRA”). This
related to VLTs operating on reserve lands. Currently, CRA appears to be of the view bets placed
through VLTs on reserve lands are actually placed with the ALC. I[f this is correct, the ALC is
responsible for any applicable HST associated with those bets. Under this scenario, the amounts
retained by AVFN is an HST exempt payment to the Band. Given the disagreement between the
CRA and the Province of NS, this situation should be monitored.

Tax Free Sales on Reserve Lands

First Nations individuals are entitled to purchase goods on an HST exempt basis on reserve. The
CRA is of the view that retailers must take measures to ensure that only eligible individuals are
allowed to make purchases on a tax free basis. The CRA - through administrative policy -
suggests that on-reserve retailers are required to have a system to request and maintain a copy
of the purchasers identification number as set out on Certificate of Indian Status (status card).

It is recommended that the First Nation reviews the CRA administrative policy - so as to ensure
the appropriate information is being kept. Also of note is that the CRA is of the view that Metis
Cards are not acceptable support and do not provide the same tax exempt status as Indian Status

Cards.

Payroll support

Please ensure that time sheets are attached to payroll documents and ensure that management
signature is present as a sign of review on all such documents.
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ANNAPOLIS VALLEY FIRST NATION

Management’s Responsibility for the Consolidated Financial Statements
March 31, 2018

The accompanying consolidated financial statements of Annapolis Valley First Nation are the responsibility of
management and have been approved by the Council.

These consolidated 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.
Management is responsible for such internal control as management determines is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or error.

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

The external auditors, BDO Canada LLP, conduct an audit, in accordance with Canadian generally accepted

auditing standards, and express their opinion on the consolidated financial statements. The external auditors
have access to financial management of Annapolis Valley First Nation and meet when required.

On behalf of Annapolis Valley First Nation:

" 17/ /s
/,\,@/‘/C; 72\,/03)

Date

DQ’[W [T/ 2014

Chief

Councillor

Councillor Date



Tel: 902 444 5540 BDO Canada LLP
Fax: 902 444 5539 230 Brownlow Ave, Suite 120
www.bdo.ca Dartmouth, Nova Scotia B3B 0G5

INDEPENDENT AUDITOR'S REPORT

To the Members of
Annapolis Valley First Nation

We have audited the accompanying consolidated financial statements of Annapolis Valley First Nation, which
caomprise the consolidated statement of financial position as at March 31, 2018, and the consolidated statements
of operations, change in net financial assets (debt), cash flows and the accompanying schedules for the year then
ended, and a summary of significant accounting policies and other explanatory information.

Band Management's Responsibility for the Consolidated Financial Statements

Band management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with the Canadian public sector accounting standards, and for such internal control as
management determines is necessary to enable the preparation of consolidated 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 consolidated 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 consolidated financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud
or error. In making those risk assessments, the auditor considers internal control relevant to the entity's
preparation and fair presentation of the consolidated 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 control. 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 consolidated 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 consolidated

financial position of Annapolis Valley First Nation as at March 31, 2018, and its operations and its cash flows for
the year then ended in accordance with Canadian public sector accounting standards.

BDO Conada [LP

CHARTERED PROFESSIONAL ACCOUNTANTS, LICENSED PUBLIC ACCOUNTANTS

Dartmouth, Nova Scotia
July 17, 2018
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independent member firms.



ANNAPOLIS VALLEY FIRST NATION

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT MARCH 31, 2018

2018 2017
$ $

ASSETS
Cash 2,225,550 1,735,294
Restricted cash (Note 2) 172,845 172,130
Temporary investments (Note 4) 77,328 77,197
Accounts receivable (Note 5) 1,412,839 1,068,491
Investment in government business enterprise (Note 6) 5,809,767 -

9,698,329 3,053,112
LIABILITIES
Accounts payable and accrued liabilities (Note 8) 689,225 88,056
Deferred revenue {Note 10) 182,869 611,521
Long-term debt (Note 11) 6,941,481 1,504,128

7,813,575 2,203,705
NET FINANCIAL ASSETS 1,884,754 849,407
NON-FINANCIAL ASSETS
Tangible capital assets (Note 12) 6,022,712 4,715,926
Inventory 124,373 106,768
Prepaids 4,769 5,944

6,151,854 4,828,638
ACCUMULATED SURPLUS (Note 13) 8,036,608 5,678,045

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



ANNAPOLIS VALLEY FIRST NATION
CONSOLIDATED STATEMENT OF OPERATIONS
FOR THE YEAR ENDED MARCH 31, 2018

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

i e e e o — = - ]
Budget
2018 2018 2017
- S
REVENUE
Indigenous Services Canada 2,758,072 2,758,072 844,937
Canada Mortgage and Housing Corporation - 45,970 111,930
Confederacy of Mainland Mi'kmaq 48,397 48,397 45,069
Department of Fisheries and Oceans 75,000 75,000 74,747
Province of Nova Scotia - 70,918 2,840
Health Canada 324,009 309,100 345,827
Mi'kmag Employment Training Secretariat 111,517 124,236 132,716
Mi'kmaw Kina'matnewey 164,243 187,035 172,812
Rent - Social Housing - 77,601 146,110
Replacement reserve withdrawal - - 15,544
Amounts earned and held in trust by federal
government (Note 3) - 443 443
Other revenue 85,223 6,373,454 6,243,697
3,566,461 10,070,226 8,136,672
EXPENDITURES
Administration 589,152 535,922 615,572
Commercial Buildings - 7,596 7,952
Commercial Fisheries - 1,623,903 1,027,987
Community Health 348,291 332,420 313,726
Community Fisheries 75,508 75,508 74,747
Courses and summer students 130,828 135,175 107,965
Economic Development 46,514 46,514 44 964
Education 211,108 185,676 172,922
Gaming 1,000,000 3,927,528 3,350,780
Operations, Capital & Maintenance 274,165 204,899 181,066
Social Housing 31,056 389,152 234,831
Social Services 236,753 236,752 201,934
2,943,375 7,701,045 6,334,446
ANNUAL OPERATING SURPLUS 623,086 2,369,181 1,802,226
 ACCUMULATED OPERATING SURPLUS - beginning of year 5,531,580 5,531,580 3,729,354
ACCUMULATED OPERATING SURPLUS - end of year 6,154,666 7,900,76;]_ 5,531,580
4



ANNAPOLIS VALLEY FIRST NATION

CONSOLIDATED STATEMENT OF CHANGE IN NET FINANCIAL ASSETS (DEBT)

FOR THE YEAR ENDED MARCH 31, 2018

Budget
2018 2018 2017
$ $

ANNUAL SURPLUS 623,086 2,369,181 1,802,226
Acquisition of tangible capital assets - (1,891,285) (988,294)
Amortization of tangible capital assets 584,499 474,326
Decrease in replacement reserve (11,333) (276)
Increase in trust held by federal government 715 395

- (1,317,404) (513,849)
Decrease in supplies inventories (17,605) 23,115
Increase in prepaid expense - 1,175 (1,663)

- (16,430) 21,452
INCREASE IN NET FINANCIAL ASSETS (DEBT) 623,086 1,035,347 1,309,829
NET FINANCIAL (DEBT) - beginning of year 849,407 849,407 (460,422)
NET FINANCIAL ASSETS (DEBT) - end of year 1,472,493 1,884,754 849,407

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



ANNAPOLIS VALLEY FIRST NATION

CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED MARCH 31, 2018

2018 2017
$ $
CASH FLOWS FROM:
OPERATING ACTIVITIES
Annual surplus 2,369,181 1,802,226
Items in earnings not involving cash
Amortization 584,499 474,326
Increase in investment in government business enterprises (5,809,767) -
(2,856,087) 2,276,552
Net changes in working capital balances
Accounts receivable (344,348) (742,340)
Inventory (17,605) 23,115
Prepaids 1,175 (1,663)
Accounts payable and accrued liabilities 601,169 (122,709)
Deferred revenue (428,652) 601,574
3,044,348) 2,034,529
CAPITAL ACTIVITIES
Decrease in replacement reserve (11,333) (276)
Purchase of tangible capital assets (1,891,285) (988,294)
1,902,618) (988,570)
INVESTING ACTIVITIES
Purchase of short term investments (846) (9,351)
Investment in capital fund 715 395
(131) (8,956)
FINANCING ACTIVITIES
Repayments of long-term debt (117,655) (104,675)
Advances of long-term debt 5,555,008 545,899
Repayment of bank operating loan - (140,000)
5,437,353 301,224
INCREASE CASH AND EQUIVALENTS
DURING THE YEAR 490,256 1,338,227
CASH AND EQUIVALENTS - beginning of year 1,735,294 397,067
CASH AND EQUIVALENTS - end of year 2,225,550 1,735,294
Supplementary cash flow information
Interest received in year 14,217 14,618
Interest paid in year 46,775 49,002
6
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1.

ANNAPOLIS VALLEY FIRST NATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED MARCH 31, 2018

SIGNIFICANT ACCOUNTING POLICIES

a.

Basis of Accounting

These consolidated financial statements have been prepared in accordance with Canadian
public sector accounting standards and include all organizations, operations and activities
that are accountable for the administration of their financial affairs and resources directly
to the Annapolis Valley First Nation ("First Nation”).

Reporting Entity

The consolidated financial statements reflect the assets, liabilities, revenues, expenses
and accumulated surplus of the reporting entity. The reporting entity is comprised of all
organizations which are owned or controlled by the First Nation. These financial
statements include:

° Annapolis Valley First Nation Gaming Commission
o Annapolis Valley Commercial Fisheries
° 2501745 Nova Scotia Limited

Principles of Consolidation
All controlled entities are fully consolidated on a line-by-line basis.

Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, balances with banks net of bank
overdrafts and term deposits having amounts of three months or less at acquisition which
are held for the purpose of meeting short-term cash commitments.

Income Taxes

Income taxes are not reflected on these financial statements as the First Nation's
operations are conducted entirely on reserve lands and are therefore not taxable.

Pension Plan

The First Nation provides a defined contribution plan for its employees. The pension costs
are charged to operations as contributions are due. Contributions are a defined amount

based on a set percentage of salary.



ANNAPOLIS VALLEY FIRST NATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED MARCH 31, 2018

1.

SIGNIFICANT ACCOUNTING POLICIES (continued)

Tangible Capital Assets

Tangible capital assets are valued at acquisition cost and amortized over their useful life
using the straight line method for the following number of years:

Band Owned Housing 25 years
Commercial Buildings 40 years
Computer Equipment 4 years
Land & Improvements 30 years
Fishing Vessels 5 years
Roadways 5 years
Underground Networks 50 years
Vehicles & Equipment 5 years

Tangible capital assets are written down when conditions indicate that they no longer
contribute to the First Nations' 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.
Revenue Recognition

Revenues are recognized in the period in which the transactions or events occur that give
rise to the revenues. All revenues are recorded on an accrual basis.

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 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 performed is deferred and recognized when the fee is earned or service is

performed.
Investment in Government Business Enterprise

Government business enterprises are accounted for by the modified equity method. Under
this method the business enterprises’ accounting principles are not adjusted to conform
with those of the First Nation and inter-organizational transactions and balances are not
eliminated. The government business enterprise acquired at year-end, as such, the results
of operations do not reflect any operating results for the government business enterprise.

8



ANNAPOLIS VALLEY FIRST NATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED MARCH 31, 2018

RESTRICTED CASH

Under the terms of an agreement with Canada Mortgage and Housing Corporation ("CMHC"), the
First Nation must set aside funds annually for the repair, maintenance and replacement of aged
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 with any interest earned to
be credited as revenue to the Replacement Reserve.

The First Nation is also required to have trust funds in Ottawa in a 'separate bank account.
These funds increase annually by the interest earned. They can be withdrawn for their

intended purposes if requested.

2018 2017
S S
Unrestricted
Operating 1,922,341 1,690,846
Housing 303,209 44,448

2,225,550 1,735,294

Externally Restricted

Replacement Reserve 150,418 150,418
Ottawa Trust Funds (Note 3) 22,427 21,712
172,845 172,130

TRUST FUNDS HELD BY FEDERAL GOVERNMENT
March 31, Additions Withdrawals March 31,

2017 2018 2018 2018
$ $ S S
Revenue 16,065 715 - 16,780
Capital 5,647 - - 5,647
Total 21,712 715 - 22,427

The trust funds 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 Section
63 to 69 of the Indian Act.



ANNAPOLIS VALLEY FIRST NATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED MARCH 31, 2018

TEMPORARY INVESTMENTS

GIC maturing on April 14, 2018 at a rate of 0.50%

GIC maturing on February 24, 2019 at a rate of 0.50%

GIC maturing on March 22, 2019 at a rate of 0.50%

ACCOUNTS RECEIVABLE

Atlantic Integrated Commercial Fisheries Initiative
Canadian Mortgage and Housing Corporation
Confederacy of Mainland Mi'kmag

Department of Fisheries and Oceans

Groundfish quota

Indigenous Services Canada

Mi'kmaq Employment Training Secretariat
Mi'kmaw Kina'matnewey

Other

Scallop quota

INVESTMENT IN GOVERNMENT BUSINESS ENTERPRISE

2018 2017
S S
50,945 50,945
15,935 15,804
10,448 10,448
77,328 77,197
2018 2017
$ 5
- 149,500
13,982 174,870
2,000 10,055
357,500 7,443
301,186 27,667
101,741 446,250
46,342 27,080
37,437 14,182
552,651 49,271
- 162,173
1,412,839 1,068,491

On March 29, 2018, the First Nation acquired 100% of the shares of a government business
enterprise for $5,751,874. The government business enterprise operates as an agricultural
enterprise in Nova Scotia. Due to the date of the acquisition, there are no financial results

included in the consolidated financial statements.

The following net assets have been acquired.

Carrying Value Fair Value
Total Assets 1,837,764 5,819,347
Total Liabilities 67,473 67,473
Total net assets acquired 1,770,291 5,751,874

10



ANNAPOLIS VALLEY FIRST NATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED MARCH 31, 2018

BANK INDEBTEDNESS
The First Nation has the following operations loans:

An operating loan, secured by a Band Council Resolution. It has a borrowing facility available
of $200,000 bearing interest at a rate of prime plus 0.70%.

An overdraft, secured by a Band Council Resolution. It has a borrowing facility available of
$140,000 bearing interest at a rate of prime plus 0.70%.

ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

2018 2017
$ 5
Trade payables and accruals 677,013 71,400
Accrued interest 1,700 1,891
Government remittances payable 10,512 14,765
689,225 88,056

EMPLOYEE BENEFIT OBLIGATIONS

The First Nation provides defined contribution plan for eligible members of its staff. Members
are required to contribute 5% of their salary. The First Nation contributes 5% which is directed
to the Member's contribution account. 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.
Annapolis Valley First Nation contributed during the year $23,992 (2017 - $22,278) for
retirement benefits.

DEFERRED REVENUE

2018 2017
$ S

Indigenous Services Canada - Housing & Renovations 50,000 525,000
Indigenous Services Canada - Housing Capacity Development 28,548 37,011
Indigenous Services Canada - FNWWAP Water 75,000 -

Confederacy of Mainland Mi'kmagqg - 2,651
Give us Wings Projects 7,000 7,477
Government of Canada 20,000 31,249
Province of Nova Scotia 2,321 8,133

182,869 611,521

11



ANNAPOLIS VALLEY FIRST NATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31, 2018

11.

LONG-TERM DEBT

Prime plus 2.75% loan payable to Royal Bank of Canada,
secured by a vessel with book value of $53,346, maturing
March 2019. Repayable in semi-annual principal payments
of $14,475 plus interest paid monthly. General security
agreement in place.

Prime plus 1.48% loan payable to Royal Bank of Canada,
secured by a vessel with book value of $301,000. This
loan is for a 5 year term maturing April 2022 and is
amortized to 2027. Repayable in semi-annual principal
payments of $16,125 plus interest paid monthly. General
security agreement in place.

Prime plus 0.70% loan payable to Royal Bank of Canada,
secured by a general security agreement, repayable in
monthly blended payments of $28,419. The loan has a
renewal date of 2019 and matures in 2043.

1.34% first mortgage payable to CMHC requires monthly
installments of principal and interest of $626. The loan is
secured by a first mortgage over certain buildings with a
carrying value of $3,151 and a ministerial guarantee,
Government of Canada. The loan matures in April 2018.

1.30% first mortgage payable to CMHC requires monthly
installments of principal and interest of $528. The loan is
secured by a first mortgage over certain buildings with a
carrying value of $23,357 and a ministerial guarantee,
Government of Canada. The loan has a renewal date of
2021 and matures in 2022.

2.55% first mortgage payable to Royal Bank of Canada
requires monthly installments of principal and interest of
$377. The loan is secured by a first mortgage over
certain buildings with a carrying value of $18,291 and a
ministerial guarantee, Government of Canada. The loan
matures in 2022.

2018

144,750

306,375

5,300,000

626

19,179

19,895

2017

173,700

322,500

8,085

25,237

23,508
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ANNAPOLIS VALLEY FIRST NATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31, 2018

11.

LONG-TERM DEBT (continued)

4.56% first mortgage payable to Royal Bank of Canada
requires monthly installments of principal and interest of
$861. The loan is secured by a first mortgage over
certain buildings with a carrying value of $38,512 and a
ministerial guarantee, Government of Canada. The loan
matures in 2023.

2.65% first mortgage payable to Royal Bank of Canada
requires monthly installments of principal and interest of
$471. The loan is secured by a first mortgage over
certain buildings with a carrying value of $22,155 and a
ministerial guarantee, Government of Canada. The loan
matures in 2023.

2.65% first mortgage payable to Royal Bank of Canada
requires monthly installments of principal and interest of
$404. The loan is secured by a first mortgage over
certain buildings with a carrying value of $30,771 and a
ministerial guarantee, Government of Canada. The loan
matures in 2026.

1.03% mortgage payable to CMHC requires monthly
installments of principal and interest of $293. The loan is
secured by a first mortgage over certain buildings with a
carrying value of $28,507 and a ministerial guarantee,
Government of Canada. The loan has a renewal date of
2021 and matures in 2026.

1.53% mortgage payable to CMHC requires monthly
installments of principal and interest of $291. The loan is
secured by a first mortgage over certain buildings with a
carrying value of $38,565 and a ministerial guarantee,
Government of Canada. The loan matures in 2027.

1.92% mortgage payable to CMHC requires monthly
installments of principal and interest of $281. The loan is
secured by a first mortgage over certain buildings with a
carrying value of $44,442 and a ministerial guarantee,
Government of Canada. The loan has a renewal date of
2019 and matures in 2029.

2018

46,811

16,301

15,091

28,093

31,200

33,716

2017

54,809

21,450

19,475

31,305

34,171

36,421
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ANNAPOLIS VALLEY FIRST NATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31, 2018

11.

LONG-TERM DEBT (continued)

1.39% mortgage payable to CMHC requires monthly
installments of principal and interest of $300. The loan is
secured by a first mortgage over certain buildings with a
carrying value of $71,920 and a ministerial guarantee,
Government of Canada. The loan has a renewal date of
2020 and matures in 2030.

1.11% mortgage payable to CMHC requires monthly
installments of principal and interest of $303. The loan is
secured by a first mortgage over certain buildings with a
carrying value of $62,786 and a ministerial guarantee,
Government of Canada. The loan has a renewal date of
2021 and matures in 2031.

1.43% mortgage payable to CMHC requires monthly
installments of principal and interest of $320. The loan is
secured by a first mortgage over certain buildings with a
carrying value of $58,020 and a ministerial guarantee,
Government of Canada. The loan has a renewal date of
2022 and matures in 2032.

1.53% mortgage payable to CMHC requires monthly
installments of principal and interest of $324. The loan is
secured by a first mortgage over certain buildings with a
carrying value of $56,336 and a ministerial guarantee,
Government of Canada. The loan matures in 2032.

2.04% mortgage payable to CMHC requires monthly
installments of principal and interest of $815. The loan is
secured by a first mortgage over certain buildings with a
carrying value of $127,666 and a ministerial guarantee,
Government of Canada. The loan has a renewal date of
2019 and matures in 2034.

2018

40,534

44,101

48,833

51,189

132,494

2017

43,549

47,238

51,968

54,234

139,517
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ANNAPOLIS VALLEY FIRST NATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31, 2018

11.

LONG-TERM DEBT (continued)

2.35% mortgage payable to CMHC requires monthly
installments of principal and interest of $345. The loan is
secured by a first mortgage over certain buildings with a
carrying value of $63,594 and a ministerial guarantee,
Government of Canada. The loan has a renewal date of
2018 and matures in 2033.

1.83% mortgage payable to CMHC requires monthly
installments of principal and interest of $326. The loan is
secured by a first mortgage over certain buildings with a
carrying value of $90,102 and a ministerial guarantee,
Government of Canada. The loan has a renewal date of
2019 and matures in 2034.

1.30% mortgage payable to CMHC requires monthly
installments of principal and interest of $677. The loan is
secured by a first mortgage over certain buildings with a
carrying value of $210,467 and a ministerial guarantee,
Government of Canada. The loan has a renewal date of
2022 and matures in 2042.

2.39% mortgage payable to CMHC requires monthly
installments of principal and interest of $620. The loan is
secured by a first mortgage over certain buildings with a
carrying value of $137,200 and a ministerial guarantee,
Government of Canada. The loan has a renewal date of
2023 and matures in 2048.

Non-interest bearing promissory note payable to
Indigenous Services Canada on or before March 31, 2021
or the date on which the claim is settled.

2018 2017
S S
53,882 56,735
56,578 59,440
169,126 173,370
140,283
242,424 127,416

6,941,481 1,504,128
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ANNAPOLIS VALLEY FIRST NATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED MARCH 31, 2018

LONG-TERM DEBT (continued)

Approximate principal payments for the next 5 years are as follows:

S
2019 258,054
2020 341,096
2021 321,488
2022 378,614
2023 267,265
2018 2017
$ $
Interest expense for the year on long-term debt 37,055 27,443

The First Nation has agreed to the following security agreement in place with the Royal Bank of
Canada:

Guarantee and postponement of claim in the amount of $5,300,000, supported by:
a) a general security agreement constituting a first ranking security interest in all personal

property of Webster Farms Limited;

b) a collateral mortgage constituting a first fixed charge in the amount of $4,100,000 on
the lands and improvements located at 5989 Highway #1, Cambridge, King's County, Nova
Scotia;

c) Certificate of insurance evidencing fire and other perils coverage on the property
located at 5989 Highway #1, Cambridge, King's County, Nova Scotia, showing the Bank as
first rank mortgagee.

16
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13.

14.

ANNAPOLIS VALLEY FIRST NATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31, 2018

ACCUMULATED SURPLUS

Housing Projects - Replacement Reserve (Note 14)
Accumulated Operating Surplus
Ottawa Trust Funds (Note 3)

REPLACEMENT RESERVE

Balance - beginning of year
Current year allocation
Withdrawals

Balance - end of year

ACCUMULATED INTEREST

Balance - beginning of year

Balance - end of year

2018 2017
9 S
113,420 124,753
7,900,761 5,531,580
22,427 21,712
8,036,608 5,678,045
2018 2017
S S
124,753 125,029
15,095 15,268
(26,428) (15,544)
113,420 124,753
2018 2018
S $
Pre 1997 Post 1997
Units Units
3,474 3,315
3,474 3,315

The First Nation operates 26 CMHC subsidized housing projects as at March 31, 2018. These
funds, plus accumulated interest, must be held in a separate bank account and used for future

repairs or other expenditures only as approved by CMHC.

As at March 31, 2018, the First Nation has provided funding of reserves as follows:

Amount Amount
of Reserve Funded
$ S
Replacement Reserve (Note 2) 113,420 150,418

18



ANNAPOLIS VALLEY FIRST NATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED MARCH 31, 2018

15,

16.

ECONOMIC DEPENDENCE

The First Nation receives its principal source of funding under a funding arrangement with
Indigenous Services Canada. The present agreement is for a five year term ending March 31,
2023.

CONTINGENCIES
The 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 agreements.

19
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ANNAPOLIS VALLEY FIRST NATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED MARCH 31, 2018

18. SEGMENT DISCLOSURE

The First Nation is a diversified community that provides a wide range of services to its members.
For management reporting purposes, the First Nation's operations and activities are organized
and reported by program. Programs were created for the purpose of recording specific activities
to attain certain objectives in accordance with specific regulations, restrictions or limitations.
The activities can be categorized into segments. The following segments have been identified
and as such are separately disclosed.

Administration
The administration department oversees the delivery of all government services that are needed

to run the First Nation.

Social Services
The social assistance department is responsible for administering assistance payments as well as

providing services directed towards members.

Community Health
The community health department provides medical services to band members.

Education
The education department contains activities that provide education to band members for

primary, secondary schooling, and sponsorship to attend post secondary institutions.

Capital, Operations and Maintenance

The operations, maintenance and capital department provides public services that contribute to
community development and sustainability through the provision of operating services such as
roads, water and sanitation, fire protection, electrical and community buildings. They are also
responsible for all capital asset activities occurring in the First Nation during the year, including
housing construction and renovations.

Other Projects
The First Nation provides a wide array of other services, including youth employment projects,
economic development, housing activities, and others.

Annapolis Valley Gaming Commission

The Gaming Commission was set up to enter into an Agreement with Atlantic Lottery Corporation
for the operations of video lottery terminals on the First Nation reserve. It also operates a
convenience store, gaming facility and gas bar on the reserve.

Annapolis Valley Commercial Fisheries
Annapolis Valley Commercial Fisheries is an enterprise operated by the First Nation. It operates
two lobster vessel and maintains three lobster licences.

2501745 Nova Scotia Limited
2501745 Nova Scotia Limited was incorporated for the purposes of constructing a gaming facility
and bingo hall on reserve lands which is leased to the Annapolis Valley First Nation Gaming

Commission.
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ANNAPOLIS VALLEY FIRST NATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31, 2018

20.

EXPENSES BY OBJECT

The following is a summary of expenses by object.

Salaries and wages
Employee benefits

Repairs and maintenance
Supplies and services

Bank charges and interest
Debt servicing

Professional services
Amortization

Atlantic Lottery Commission
Assistance to band members
Sydney Casino Profit Share
Travel

Other

2018 2017
S S

1,561,408 1,730,008
260,312 178,289
450,958 310,130
2,720,615 2,450,284
16,850 21,162
46,775 50,836
163,468 123,790
584,500 482,279
195,886 173,805
303,572 247,254
52,400 49,825
101,473 52,465
1,242,828 464,319
7,701,045 6,334,446
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