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Frog Lake First Nation

Management's Responsibility for Financial Reporting

March 31, 2014

The accompanying consolidated financial statements of Frog Lake First Nation are the responsibility of
management and have been approved by Chief and Council. '

The 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 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 Councit 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 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 consolidated financial statements and
the external auditor's report.

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

On behalf of Frog Lake First Nation:

ot P JuLy 29 2019
Chief ~ Date '

/(?,um Q/Q JULY 29 2019
Chief Financial Officer Date ! ’



Member Crowe Horwath International

705 Highfield Place, 10010-106 Street
Edmonton, AB T5J 318
+1.780.420.0626 Tel
+1.780.425.8780 Fax
+1.800,622.5293 Toll Free
www.crowemackay.ca

Independent Auditors' Report

To the Members of
Frog Lake First Nation

We have audited the accompanying consolidated financial statements of Frog Lake First Nation, which
comprise the consolidated statement of financial position as at March 31, 2014, and the
consolidated statements of operations and accumulated surplus, change in net financial assets and cash flows
far the year then ended, and a summary of significant accounting policies and other explanatory information.

Management's Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements
in accordance with Canadian public sector accounting standards, and for such internal 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.

Auditors' 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 from 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 auditors' 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 auditors consider internal control relevant to the First
Nation'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 First Nation'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, the consolidated financial statements present fairly, in all material respects, the financial position
of Frog Lake First Nation as at March 31, 2014, and the results of its operations, the changes in its net financial
assets and its cash flows for the year then ended in accordance with Canadian public sector accounting

standards.

Edmonton, Canada C/& e MA“#"Y éé/

July 29, 2014 Chartered Accountants




Frog Lake First Nation

Consolidated Statement of Financial Position

March 31 2014 2013
Restated
{Note 13)
Financial Assets
Cash $ 2,256,867 $ 2281445
Accounts receivable (Note 2) 1,449,648 832,371
Loans receivable (Note 3) 6,000,000 -
Long-term investments (Note 4) (Note 14) 42,860,823 50,067,773
Trust Funds (Note 5) 100,828,310 102,586,581
153,395,648 155,768,170
Liabilities
Accounts payable (Note 6) 2,339,262 3,972,472
Deferred revenue (Note 7) 3,877,585 1,652,217
Long-term debt (Note 8) 7,369,281 7,530,889
13,586,128 13,155,578
Net financial assets 139,809,520 142,612,592
Non-financial Assets
Capital assets (Note 11) 66,015,985 43,254 900
Prepaid expenses 428,389 59,556
66,444,374 49 314,456
Accumulated Surplus (Note 9) $206,253,894 $191,927,048

Contingent liabilities (Note 16)

Approved on behalf of the Council

, Chief

, Chief Financial Officer




Frog Lake First Nation

Consolidated Statement of Operations and Accumulated Surplus

For the year ended March 31 2014 2014 2013
Budget Actual Actual
Restated
(Note 13)
Revenue
Federal Government:
Aboriginal Affairs and Northemn Development Canada $ 9,392,028 $ 10,082,406 $ 9,780,467
Resource revenue, interest and land leases 25,647,451 38,649,453 42,213,707
Interest and land leases 2,026,766 2,119,652 2,191,601
HRDC 719,485 603,185 603,185
CMHC 187,702 187,702 306,086
Investment income - 283,860 114,401
Frog Lake Energy Resources Corp. Net Income /7,500,000 6,976,722 6,316,863
Other revenue 905,819 1,782,603 2,370,170
First Nation Development Fund - 854,459 656,388
46,379,251 61,540,042 64,552,868
Expenses (Note 18)
Band Government 2,742,394 2,859,364 3,059,495
Community Services 18,359,391 12,805,779 11,264,813
Economic Development 2,220,299 2,589,949 2,968,072
Education 5,941,737 6,847,571 6,040,457
Health 2,267,743 2,418,393 2,532,153
Housing 3,533,417 4,558,706 6,076,165
Investments - 1,160,482 1,045,913
Public Works 8,076,775 6,440,142 4,907,011
Social Services 3,237,495 3,107,183 3,550,158
Other - 312,155 241,134
Amortization 189,703 4,113,472 4,037,145
46,568,954 47,213,196 45,722,516
Excess of revenue over expenses (189,703) 14,326,846 18,830,358
Accumulated surplus, beginning of year - 191,927,048 173,096,690
(189,703) $206,253,894 $191,927,048

Accumulated sm_'glusI end of year




Frog Lake First Nation

Consolidated Statement of Change in Net Financial Assets

For the year ended March 31 2014 2014 2013
Budget Actual Actual

Restated

(Note 13)

Excess of revenue over expenses

Acquisition of capital assets
Amortization of capital assets

$ (189,703) $ 14,326,846 $ 18,830,358

(21,000,000) (20,874,558) (9,544,144)
3,923,769 4,113,473 3,876,090

Acquisition of prepaid asset

(17,265,934) (16,761,085) (5,668,054)
(368,833) (368,833) 144,579

(Decrease) increase in net financial assets

Net financial assets, beginning of year

(17,634,767) (2,803,072) 13,306,883

142,612,592 142,612,592 129,305,709

Net financial assets, end of year

$124,977,825 $139,809,520 $142,612,592




Frog Lake First Nation
Consolidated Statement of Cash Flow

For the year ended March 31, 2014 2014 2013
Restated
{Note 13)
Cash flows from
Operating activities
Excess of revenue over expenses $ 14,326,846 $ 18,830,358
Items not affecting cash
Amortization 4,113,473 4,037,145
18,440,319 22,867,503
Change in non-cash operating working capital
Accounts receivable (617,277) 632,106
Loans receivable (6,000,000) -
Prepaid expenses (368,833) 144,579
Accounts payable (1,633,210) 3,184,997
Deferred revenue 2,225,368 (2,011,524)
12,046,367 24,817,661
Capital activities
Purchase of capital assets (20,874,558) (9,705,197)
Financing activities _
Long term debt repayments {623,854) (586,523)
Loan proceeds 350,000 237,988
Issue of long term debt 112,245 -
(161,609) (348,535)
Investing activities
(Increase) decrease in trust funds 1,758,272 (12,059,985)
(Increase) decrease in long term investments 7,206,950 (1,523,712)
8,965,222 (13,583,697)
Increase (decrease) in cash and cash equivalents (24,578) 1,180,232
Cash and cash equivalents, beginning of year 2,281,445 1,101,213
Cash and cash equivalents, end of year 2,256,867 $ 2,281,445




Frog Lake First Nation

Notes to Consolidated Financial Statements

March 31, 2014

1.

Basis of Presentation and Significant Accounting Policies

These financial statements are prepared in accordance with Canadian public sector accounting standards
for govermments as recommended by the Public Sector Accounting Board of the Canadian Institute of
Chartered Accountants.

(a)

(b)

(c)

Reporting entity principles of financial reporting

The Frog Lake First Nation reporting entity includes the Frog Lake First Nation government and all
related entities that are accountable to the First Nation and are either owned or controlled by the Frog
Lake First Nation.

First Nation business enterprises, that are owned or controlled by the Frog Lake First Nation and that
are not dependent on the First Nation for their continuing operations, are included in the financial
statements using the modified equity method, in accordance with the Public Sector Accounting
Recommendations.

The modified equity method of accounting is modified only to the extent that the business entity
accounting principles are not adjusted to conform with those of the First Nation. Thus, the First
Nation's investment in these enterprises is recorded at acquisition cost and is increased for the
proportionate share of post acquisiton eamings and decreased by post acquisition losses.
Enterprises accounted for by the modified equity basis include:

Frog Lake Energy Resources Corp.

Frog Lake Energy Resources Limited Partnership
Frog Lake Qilfield Services Limited Partnership
Frog Lake Off Reserve Housing Corporation

Frog Lake Off Reserve Housing Limited Partnership
Moosachee Ranches GP Ltd.

Moosachee Ranches Limited Partnership

NOORAWN

Trust funds owned by the Frog Lake First Nation are recorded at cost.

Revenue recognition

(i) Govermnment funding is recognized as revenue when it becomes available under the terms of the
applicable funding agreements. Funding received under the funding agreements relating to a
subsequent period is reflected as deferred revenue in the year of receipt.

(if) Income from investments is recorded on the accrual basis.
Cash

Cash and cash equivalents include cash on hand and short-term investments that are readily
convertible to known amounts of cash and which are subject to an insignificant risk of changes in
value, net of bank overdrafts.




Frog Lake First Nation

Notes to Consolidated Financial Statements

March 31, 2014

1.

Basis of Presentation and Significant Accounting Policies (continued)

(d) Capital assets

Tangible capital assets are recorded at cost except for reserve lands, natural resources and cultural

resources which are not recorded.

Amortization is provided on the straight-line basis over the estimated useful life of the asset as follows:

Buildings 20 years straight line
Automotive and other equipment 5 years straight line
Infrastructure 20 years straight line
Housing 20 years straight line

(e) Investments
Investments are carried at cost.

(f) Financial instruments

All significant financial assets, financial liabilities and equity instruments of the entity are either
recognized or disclosed in the financial statements together with other information relevant for making

a reasonable assessment of future cash flows, interest rate risk and credit risk.

(g) Use of estimates

The preparation of financial statements in conformity with Canadian Public Sector Accounting
Standards requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenue and expenses during the reporting period.

Actual results could differ from those estimates.

(h) Budget

The budget reported in the financial statements was provided by management and is unaudited.

Accounts receivable

2014 2013

Restated

(Note 13)

Accounts receivable - trade $ 178,556 342,189
AANDC 913,733 181,145
Payroll advances 71,131 37,607
GST rebates 78,349 68,402
Alberta Government 207,879 203,028
$ 1,449,648 832,371

10



Frog Lake First Nation

Notes to Consolidated Financial Statements

March 31, 2014

3.

Loan receivable

During the year Frog Lake Energy Resources Corp. (FLERC) paid a dividend of $6,000,000 to Frog Lake
First Nation. The loan receivable of $6,000,000 due from FLERC was assigned to Frog Lake Energy
Resources Limited Partnership. The loan receivable is non-interest bearing, due on demand, and is
secured by a Promissory Note from Frog Lake Energy Resources Limited Partnership.

Long-term investments

2014 2013
Restated
(Note13)

Frog Lake First Nation controlled entities - modified equity basis

(Note 14) $ 41,133,283 $ 48411233

Long-term investments - cost basis

IMI Brokerage Corporation - 29,000
IMI Brokerage Limited Partnership 100,000 -

Seven Lakes Qilfield Services Limited Partnership 100 100

Pimee Well Servicing Limited Partnership 100 100

Wellness Nations Limited Partnersip 1,627,340 1,627,340

1,727,540 1,656,540

$ 42,860,823 $ 50,067,773

Trust Funds

Funds held by the Government of Canada (Aboriginal Affairs and Northern Development Canada) in trust
for the use and benefit of the Frog Lake First Nation are as follows

2014 2013

Restated
(Note 13)

Capital funds held in trust $ 99,676,895 $100,835,248
Revenue funds held in trust 1,151,415 1,751,333
$100,828,310 $102,586,581

The trust funds accounts held in Ottawa arise from monies derived from capital and revenue sources
which the Crown considers are described in Section 62 of the Indian Act. These funds are held in trust by
the Government of Canada and the Crown treats these funds as primarily governed by sections 64 and 69
of the Indian Act.

These funds are treated by Canada as held in trust in the Consolidated Revenue fund of the Government
of Canada. The funds attract interest pursuant to Section 61(2) of the Indian Act.

11



Frog Lake First Nation

Notes to Consolidated Financial Statements

March 31, 2014

6. Accounts payable

2014 2013

Restated

(Note 13)

Accounts payable - trade 1,906,226 $ 3,746,093

Payroll accrual 227,758 74,000

Accrued liabilities 205,278 152,379

2,339,262 $ 3972472

7. Deferred revenue

2014 2013

Restated

(Note 13)

Capital Band Fund - New Housing 1,604,298 $ 607494

First Nations Development Fund 550,432 583,484
Capital Band Fund - Per Capita Distribution 117,524 -
Capital Band Fund - Community program Race Track 127,852 -
Capital Band Fund - Economic Development 254,231 -
Capital Band Fund - Public Works 992,591 -
Revenue Band Fund - Community Youth - Hockey 175,000 -

Capital Band Fund - Frog Lake Arena - 461,239
Heaith Canada Funding- Morning Sky 55,657 -

3,877,585 $ 1,652,217

12



Frog Lake First Nation

Notes to Consolidated Financial Statements

March 31, 2014

Long-term debt

2014 2013
Restated
(Note 13)
Royal Bank of Canada fixed rate term loan repayable at $54,699 per
month, interest at 5.66% per annum due July 2015, secured by the
Capital Trust. $ 3,507,906 $ 3,950,789
Vehicle loans with total monthly payments of $4,050 including
interest at rates from 0% to 7.99% secured by specific motor
vehicles maturing in 2015 thru 2017. 115,803 33,624
Peace Hills Trust mortgage and loans repayable in monthly
instaliments of $1,969 including interest at 6.25%. Due July 2015. 64,679 69,081
CMHC mortgage repayable in monthly installments of $2,124
including interest at 2.63% per annum due June 2016, secured by
Ministerial guarantee. 265,353 283,639
CMHC mortgage repayable in monthly instaliments of $2,472
including interest at 3.17% per annum due December 2013, secured
by Ministerial guarantee. 432,907 443,192
CMHC mortgage repayable in monthly installments of $2,529
including interest at 3.17% per annum due December 2013, secured
by Ministerial guarantee. 354,562 367,878
CMHC mortgage repayable in monthly instaliments of $1,347
including interest at 3.90% per annum due March 2013, secured by
Ministerial guarantee. 171,717 182,355
CMHC mortgage repayable in monthly installments of $2,658
including interest at 2.40% per annum due October 2015, secured
by Ministerial guarantee. 509,610 529,081
CMHC mortgage repayable in monthly instaliments of $8,994
including interest at 2.40% per annum due October 2015, secured
by Ministerial guarantee. 1,358,756 1,433,262
Royal Bank of Canada fixed rate term loan, interest at prime plus
2.00% per annum due April 1, 2013. 237,988 237,988
Royal Bank of Canada fixed rate term loan, interest at 2.25% per
annum due November 30 2014, secured by the Capital Trust. 350,000 -
$ 7,369,281 $ 7,530,889
L

13



Frog Lake First Nation

Notes to Consolidated Financial Statements

March 31, 2014

8. Long-term debt, continued

Principal portion of long-term debt due within the next five years:

2015 $ 1,013,079
2016 696,716
2017 732,178
2018 769,570
2019 and thereafter 4,157,738

$ 7,369,281

9. Accumulated surplus

2014 2013

Restated

(Note 13)

Operating Program $ 3,568,057 $ (2,689,305)
Trust Funds 100,828,310 102,586,581
Investments 42,860,823 50,067,773
Capital Assets 58,996,704 41,961,999
$206,253,894 $191,927,048

10. CMHC Replacement Reserve

Under the terms of an agreement with Canada Mortgage and Housing Corporation, the Nation is required
to provide a replacement reserve. This reserve is to ensure replacement of buildings financed by Canada
Mortgage and Housing Corporation. 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 Canada Mortgage and Housing Corporation.
Cash has not been set aside to fund the reserve of $230,040, which resuits in a unfunded amount of
$230,040.

14
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Frog Lake First Nation

Notes to Consolidated Financial Statements

March 31, 2014

12.

13.

Economic Dependence

Frog Lake First Nation receives a significant portion of its revenue pursuant to a funding agreement with
Aboriginal Affairs and Northern Development Canada.

Prior Period Adjustment

In the prior year, the investments in Business Enterprises that are not controlled by Frog Lake First Nation
were accounted for through the modified equity method. This accounting treatment is consistent with the
reporting requirement with respect to Investments in Government Business Enterprises. However, non
controlled busienss enterprises should be accounted for through the cost method, which is the reporting
requirement for investments that are not Government Business Enterprises.

In the prior year, Morning Sky Health and Weliness Society was accounted for through the modified equity
method, however the Society is considered as part of the Frog Lake government reporting entity, and
therefore the consolidation method should be used to report its financial information.

Accordingly, the correction of these errors have been accounted for on a retroactive basis and the
comparative figures have been restated. The effects of the correction are as follows

2013
Decrease in long term investments $ 1,024,543
Increase in accumulated surplus 223,280
Increase in cash 82,558
Increase in accounts receivable 71,614
Increase in accounts payable 239,323
Increase in long-term debt 33,624
Increase in capital assets 1,562,951
Increase in prepaid expenses $ 11,752

16
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Frog Lake First Nation

Notes to Consolidated Financial Statements

March 31, 2014

14. Investments in and advances to Frog Lake First Nation entities, continued

Advances to (from) other entities

Accumulated eamings

2014 2013

$§ 574250 $§ 574,250
518,708 210,428

Investment in and advances to other entities

$ 1,092,958 $ 784678

Advances to (from) Frog Lake Energy Resources

Accumulated eamings

2014 2013

$ (2,460,482) $ (1,250,000)
39,748,843 46,347,738

Investment in and advances to Frog Lake Energy Resources (Note A)

$ 37,288,361 $ 45,097,738

Advances to (from) Frog Lake Oilfields Services LP

Accumulated earnings

2014 2013

$ 883,858 $ 883,859
1,868,105 1,644,858

Investment in and advances to Frog Lake Qilfields Services LP

$ 2,751,963 $ 2,528,817

Total Investment

$ 41,133,283 §$ 48,411,233
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Frog Lake First Nation

Notes to Consolidated Financial Statements

March 31, 2014

16.

17.

Contingent Liabilities

Frog Lake First Nation has been named as defendant in certain legal proceedings. The Band is actively
defending all lawsuits. Since the amount of loss, if any, cannot be reasonably estimated, no provision has
been recorded in these financial statements. Should a loss be incurred, it will be expensed in the year the
liability is determined.

Government contributions related to the projects of the Nation are subject to conditions regarding the
expenditure of funds. The Nation's accounting records are subject to audit by the various funding
agencies. Should any instances be identified in which the amounts charged to projects are not in
accordance with the agreed terms and conditions, amounts would be refundable to the repective funding
agencies. Adjustments to the financial statements as a result of these audits will be recorded in the period
in which they become known.

Financial instruments

The Nation's financial instruments consist of cash, accounts receivable, loans receivable, long-term
investments, trust funds, accounts payable and long term debt. Unless otherwise noted, the carrying
value of its financial instruments approximates fair value.

It is management's opinion that the Nation is not exposed to significant currency risks from its financial
instruments. The Nation is subject to credit risk with respect to other income. Credit risk arises from the
possibility that the entities may experience financial difficulty and be unable to fulfili their obligations. The
large amount of annual funding is received from the Government of Canada which minimizes credit risk.
The Nation minimizes interest rate risk by borrowing at fixed rates.
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Frog Lake First Nation

Notes to Consolidated Financial Statements
.

March 31, 2014

18. Expenditures

For the year ended March 31 2014 2014 2013

Budget Actual Actual

Restated

(Note 13)

Expenses

Advertising $ 62,000 $ 16,063 $ 9,883
Amortization 189,703 4,113,472 4,037,145
Community services 1,300,000 2,556,720 1,398,210
Human Resources Development 220,308 284,661 261,589
Insurance 380,000 367,495 357,514
Interest and bank charges 56,000 38,580 27,809
Materials and supplies 6,105,076 1,580,551 3,735,258
Meeting and travel expenses 1,818,655 1,497,495 1,614,552
Office expenses 470,713 294,832 226,367
Payments on loans 253,243 303,837 356,241
Per capita distribution 2,608,660 2,436,814 2,633,478
Professional development 649,800 666,670 834,425
Professional fees 620,300 630,134 820,111
Program costs 10,696,241 11,629,132 11,343,053
Repairs and maintenance 5,025,835 4,877,744 3,955,564
Social Assistance 2,522,458 2,368,900 2,744 503
Summer Student Career Placement 75,000 74,361 57,063
Utilities and telephone 1,674,377 1,473,401 1,089,859
Vehicle 545,000 392,904 367,592
Wages and benefits 11,295,585 11,609,430 9,852,300

§ 46,568,954 §$ 47,213,196 $ 45,722,516

18. Comparative Amounts

Certain of the comparative amounts have been reclassified to conform with the presentation adopted in

the current year.
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