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INDEPENDENT AUDITOR'S REPORT

To the Chief and Band Councilors of Esgenodpetit) First Nation

We have audited the accompanying consolidated financial statements of Esgenodpetiy First Nation, which comprise the
consohdated statement of financial posiion as at March 31, 2014, and the consolidated statements of operations and
accumulated surplus, changes in net debt and cash flows, and schedules for the year then ended, and a summary of sigmificant
accounting policies and other explanatory information

Management's Responsibility for the Financial Statements

Management 1s responsible for the preparation and fair presentation of these consohdated financial statements in accordance
with Canadian public sector accounting standards and for such internal control as management determines 1S 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 1s to express an optnion on these consolidated financial statements based on our audit We conducted our
audit n accordance with Canadian generally accepted auditing standards. Those standards require that we comply with
ethical requiremnents and plan and perform the audit to obtain reasonable assurance about whether the consolidated financial
statements are free from matenial misstatement

An audit mvolves 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 m order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opmion 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 1s sufficient and appropriate to provide a basis for our qualified audit
opinion

Basis for Quahfied Opmion

The consohidated financial statements include a receivable of $2,319,223 in dispute with the Province of New Brunswick
(note 20) recorded n the 2011 fiscal year for road mantenance costs mcurred from 1963 to 2008 During the course of our
audit we were unable to obtain reasonable assurance regarding the validity and collectability of this receivable Any
overstatement 1 this recervable would result in a corresponding understatement of net debt and an overstatement of financial
assets, excess of revenue over expenditures and accumulated surplus.
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The consohdated financial statements include a payable of $8 907,665 to the Province of New Brunswick (note 8) as at
March 31, 2014 which has been reduced by a contingent gawmn of $1,269,085 for ehgible education deductions recorded in the
2012 fiscal year The ultimate amount of the contingent gam to be realized and applicable reduction of this payable. if any,
would be subject to a settlement of a negotiated Tuition Arrears Agreement between Esgenodpetet) First Nation and the
Province of New Brunswick Since no such settlement has yet been confirmed and the recording of a contingent gain 1s
inconsistent with Canadian pubhic sector accounting standards, any understatement 1n this payable would result in a
corresponding understatement of financial habilities and net debt and an overstatement of excess of revenue over expenditures

and accumulated surplus

Esgenodpetity Development Corporation Ltd deiives revenue and expenses from mini-casino operations the completeness of
which 15 not susceptible to satisfactory audit verification Accordingly, verification of these revenues and expenses was
himited to the amounts recorded in the recoids of Esgenodpetit) Development Corporation Lid Therefore, we were not able
to determimne whether adjustments might be necessary to revenue, expenses, ExCess of revenue over expenditures, cash flows
from operations, net debt and accumulated surplus

Qualified Opinion

In our opinion, except for the effects of the matters described n the Basis for Qualified Opinion paragraph, the consolidared
financial statements present fairly, in all material respects, the financial position of Esgenodpetitj First Nation as at March 31,
2014, and the results of its operations and 1ts cash flows for the year then ended in accordance with Canadian public sector

accounting standards
September 10, 2014 T— “‘ ! 7 '
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ESGENOOPETITI PIRST NATION
CONSOLIDATED STATEMENT OF FINANCIAY. POSITION
AS AT MARCH 31,2014

FINANCIAL ASSETS 2014 2013
Cash % 3 88721
Restricted cash (nole ¢) 145,016 182,536
Accounts recetyable (nivte 7) 43471383 2,399,286
Inventory 44,736 -
Receivable ficnn Frovince of New Brunswick (note 20) 2,319,223 2,319,223
Invectments in government business enterprises (nate 21) ) 281,253 1,594,561

8.131.831 7,384,817
LIARILTTTIES
Bank indebtedness 120
Due (o PEcheries Baie Chaleurs Fisheries (2012) lue. 252,750 -
Loan payable to MAWIW (note 10) 198,030 -
Accounts payable and accrued liahilities (note 8) 11,886,758 10,194,251
Deterred revenue (note 9) 78,520 50,000
Long term debl (note 12) 6,216,371 6,989,735

18,6)2.589 17.231.986
NET DEBT 110.494,958) {2.849.16%)
NON-FINANCIAL ASSETS
Tangible capital assets (note | 1) 29,426,106 28,550,622
Prepaid expenses (note 6) 255,653 213,684

29.681.759 28,704,406
ACCUMULATED SURPLUS $19,186,801 §.18.915.137
Appraved by tha Conneil of the First Nation:
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ESGENOOPETITJ FIRST NATION

’

CONSOLIDATED STATEMENT OF OPERATIONS AND ACCUMULATED SURPLUS

FOR THE YEAR ENDED MARCH 31, 2014

Revenue
Aboriginal Affairs and Northern Development
Canada ("AANDC") (note 18)
Federal Government
Health Canada
Provincial Government
Other

Expenditures
Indian Registry Administration
Economic Development
Education
Social Assistance
Child, Family and Community Services
Headstart
Caputal - Infrastructure assets
Capital - Education assets
Capital - Housing
Band Financial Management
Medical Services
Fisheries
Day Camp
Tiny Treasures Day Care
Healing Foundation
Band Constable Program
ASETS
Other Band Activities

Other Income (Expenses)
Net loss from mvestment in government business
enterprises

Excess (Deficiency) Of Revenue Over Expenditures

Accumulated Surplus - Beginning Of Year

Accumulated Surplus - End Of Year

ELN

201
Budget

$11,224,822
1,052,501
1,531,730
1,278,533
2,124,424

17.212.010

13,725
102,006
3,138,368
5,066,616
1,018,987
248,186
315,226
189,929
1,332,927
853,275
1,380,141
275,247
25,000
163,137

145,687
552,497
2,518,732

17,339,686
(127,676)

(127,676)
18915,137

$.18.787.461

014

$ 12,963,495
1,425,346
1,600,939
1,391,164

_3.906.858

21.287.802

14,700
94,216
3,427,475
5,009,419
1,113,059
265,815
452,810
717,650
1,063,663
1,013,615
1,531,968
792,458
55,979
176,459
81,052
193,780
579,341
4.117.370

20,700.829
586,973

(315.309)
271,664

18.915.137
$19.186.801

013

$13,816,049
2,214,653
1,590,141
1,172,387
2,778,595

21.571.825

13,710
78,588
3,247,470
5,311,702
1,066,296
250,881
447,186
746,992
1,216,854
968,205
1,480,757
1,096,898
45,985
165,753
38,976
142,063
428,971

2,475,117
19,222,404

2,349,421

(163.439)
2,185,982
- 16,729,155

$18915.137
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! ESGENOOPETITJ FIRST NATION
CONSOLIDATED STATEMENT OF CHANGES IN NET DEBT

FOR THE YEAR ENDED MARCH 31, 2014

2014 2013
Excess Of Revenue Over Expenditures § 271,664 $ 2,185,982
Acquisition of tangible capital assets (2,094,993) (1,333,664)
Amortization of tangible capital assets 1,219,508 1,165,669
(Decrease) increase In prepaid expenses (41,968) 27,608
(917.453) (140,387)
(Increase) Decrease In Net Debt (645,789) 2,045,595
Net Debt - Beginning Of Year (9,849.169) (11,894,764)
Net Debt - End Of Year $(10.494958)  $_(9,849.169)
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ESGENOOPETITJ FIRST NATION

CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED MARCH 31,2014

Cash Provided By (Required For):

Operating Activities
Excess Of Revenue Over Expenditures

Items not affecting cash
- Amortization of tangible capital assets

Changes 1n non-cash operating working capital items (note 13)

Investing Activities
Acquisition of tangible capital assets
Investment in government business enterprises

Financing Activities
Advances from Pécheries Baie Chaleurs Fisheries (2012) Inc
Loan payable to MAWIW
Proceeds on long-term debt
Repayment of long-term debt

Increase (Decrease) In Cash During The Year
Cash Position At Beginning Of Year
Cash Position At End Of Year

Components Of Cash:

Cash (Bank indebtedness)
Restricted cash

(\*)
[y
N

$ 271,664

1,219,508
1,491,172
(313.775)
1.177.397

(2,094,993)
315,308

(1.779.685)

252,790
198,030

74,077
847.44]

(322.544)
(924,832)
1,069,747

$__144915

2014

$ (120)
145.036

§__144916

§$ 2,185,982

1,165 669
3,351,651

1,218,734
4,570,385

(1,333,664)
(1.596.561)

(2.930.225)

(790.836)

(790.836)
849,324

220,423

$_1.069.747

2013

$ 887,211
182,536

$_1.065.747
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ESGENOOPETITJ FIRST NATION ’
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31, 2014

1. Description of Entity

The Esgenodpetit) First Nation operates a First Nations Band in Burnt Church, New Brunswick for the benefit
of its members

2 Significant Accounting Policies

Basis of Accounting

These consolidated financial statements have been prepared 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

Reporting Entity

The Esgenodpetitj First Nation reporting entity includes the Esgenodpetitj First Nation government and all
related entities that are controlled by the First Nation

Principles of Consolidation

All controlled entities are fully consolidated on a line-by-hne basis except for the commercial enterprises
which meet the definition of government business enterprise, which are included in the consohdated financial
statements on a modified equity basis Inter-organizational balances and transactions are eliminated upon

consolidation

Under the modified equity method of accounting, only Esgenodpetitj First Nation's nvestment in the
government business enterprise and the enterprise's net income and other changes in equity are recorded No
adjustment 1s made for accounting policies of the enterprise that are different from those of Esgenodpetit)

First Nation

Organizations consolidated 1n Esgenodpetity First Nation's financial statements include EsgenoGpetit)
Development Corporation Ltd

Organizations accounted for on a modified equity basis include Pecheries Baie Chaleurs Fisheries (2012) Inc.

Asset Classification

Assets are classified as either financial or non-financial Financial assets are assets that could be used to
discharge existing habilities or finance future operations Non-financial assets are acquired, constructed or
developed assets that do not provide resources to discharge existing habilities 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

Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, balances with banks net of bank overdrafis

TEED
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ESGENOOPETITJ FIRST NATION !
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31,2014

2. Significant Accounting Policies (continued)
Accounts Receivable

Accounts receivable ncludes trade receivables, loans and advances, and federal and provincial government
receivables An allowance for bad debts has been recorded by management through an assessment of
circumstances influencing the collectability of amounts, and using historical loss experience ~Amounts
deemed uncollectable are written off and deducted from the carrying value of the receivable Amounts
subsequently recovered from accounts previously written off are credited to the allowance account in the

period of recovery
Tangible Capital Assets

Tangble capital assets include acquired, built, developed and improved tangible capital assets, whose useful
life extends beyond one year and which are intended to be used on an ongoing basis for producing goods or
dehvering services

Tangible capital assets are reported at net book value Contributions received to assist in the acquisiion of
tangible capital assets are reported as deferred revenue and amortized to income at the same rate as the related

asset

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

Amortization 1s provided annually, at rates and methods calculated to write-off the assets over their estimated
useful lives as follows

Commercial buildings 4%  declining balance
Residential buildings 4% dechining balance
Vehicles e 30%  declining balance
Computer equipment 30%  declining balance
Other equipment 20%  declining balance
Midshare vessel 3% declining balance
Shoreline erosion 40 year straight line

Amortization of Section 95 1 Housing 1s provided on buildings and equipment purchased on loans insured by
CMHC at a rate equal to the annual principal reduction of the mortgage

The Esgenodpetitj First Nation regularly reviews its property and equipment to eliminate obsolete items
Inventory

Inventories of supplies and goods available for resale are recorded at the lower of cost and net realizable
value

SAUNDERS
DOYLE & CO.

Chartered Accountants



+ ESGENOOPETITJ FIRST NATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31, 2014

2. Significant Accounting Policies (continued)

Revenue Recognition

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 b determined with
a reasonable degree of certainty or when their estimation 1s impracticable

Government transfers are recognized as revenues when the transfer 1s 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
hability Transfers are recognized as deferred revenue when transfer stipulations give rise to a liability
Transfer revenue 1s 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 1n advance of the fee being earned or the service 1s performed 1s
deferred and recognized when the fee is earned or service 1s performed.

Measurement Uncertainty

The preparation of consolidated financial statements in conformity with Canadian public sector accounting
standards requires management to make estimates and assumptions that affect the reported amount of assets
and lhabilities, disclosure of contingent assets and liabilities at the date of the consolidated financial
statements and the reported amounts of revenues and expenses during the period. Such estimates are
periodically reviewed and any adjustments necessary are reported in earnings in the pertod 1n which they
become known Actual results could differ from these estimates

Net Debt

The First Nation's consolidated financial statements are presented so as to highhght net debt as the
measurement of financial position The net debt of the First Nation is determined by its liabilities less its
financial assets Net debt 1s comprised of two components, non-financial assets and accurmnulated surplus

Income Taxes

The Esgenodpetity First Nation 1s an Indian Band and 1s not subject to income tax Accordingly, no provision
has been made for income taxes
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ESGENOOPETITJ FIRST NATION !
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31, 2014

2 Significant Accounting Policies (continued)
Financial Instruments

The Esgenodpetity First Nation 1s exposed to various risks through its financial instruments and has a
comprehensive nsk management framework to monitor, evaluate and manage these risks The following
analysis provides information about the organization's risk exposure and concentration as of March 31, 2014

Interest rate risk

Interest rate risk is the risk that the value of a financial instrument might be adversely affected by a change 1n
the interest rates In seeking to mimimize the risks from interest rate fluctuations, the company manages

~ exposure through its normal operating and financing activities The organization 1s exposed to interest rate
risk primarily through 1ts floating rate loan with Peace Hill Trust and other long-term debt

Liquidity risk

Liquidity nisk 1s the risk that an entity will encounter difficulty in meeting obligations associated with
financial liabilities. The organization 1s exposed to this risk mainly in respect of funds from funding partners,
long term debt and accounts payable

3. Economic Dependence

The Esgenodpetitj First Nation receives a major portion of its revenue from AANDC and Health Canada. The
nature and extent of this revenue 1s of such significance that the First Nation is economically dependent on
this source of revenue

4 Cash
2014 2013
Externally restricted
AANDC - Ottawa trust (note 5) 3 44,429 $ 90,036
AANDC - New school 3,944 4,004
CMHC - Replacement reserve (note 14) 60,956 60,895
CMHC - Operating reserve (note 15) 35.707 27,601
145,036 182,536
Unrestricted
Operating 120 887.211
Total Cash $__ 144916 $_1,069.747

11
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' ESGENOOPETITJ FIRST NATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31,2014

5 Trust Funds Held by Federal Government

Trust fund accounts arise from moneys derived from capital or revenue sources as outlined in Section 62 of

the Indian Act

These funds are held in trust in the Consohdated Revenue Fund of tlie Government of

Canada The management of these funds 1s piimarily governed by Sections 63 to 69 of the Indian Act

Opening Additions Withdrawals Closing

Balance Balance
Revenue F 70,297 ¢ 2,280 ¥ (47,887) § 24,690
Caputal 19,739 - - 19,739
Fund Total

6. Prepaid Expenses

Insurance
Other

Total Prepaid Expenses

7. Accounts Receivable

Due from members
Advances - Social Assistance
Advances - Employees and other

Due from others*
Aboriginal Affairs and Northern Development Canada
Health Canada
Fisheries and Oceans
Other

Lessallowance for doubtful accounts*

Total Accounts Receivable

2014 2013
Total Total
$ 24690 $ 70,297
19.739 19,739
5 44429 § 90.036
2014 2013
$ 158,814 $ 150,669
—_96.839 _63.015
$__255.653 $_213.684
14 2013
$ 67,738 $ 92,973
__ 256470 __179.168
324.208 272,141
3,531,790 418,198
10,000 -
423,888 906,260
734.474 1.074.829
4.700,152 2.399.287
676.977) 272.142
$ 4347383 $.2.399.286

* The allowance for doubtful accounts includes a provision of $352,769 (2013 - $nil) applicable to disputed

funding owing from MAWIW

SAUNDERS
DOYLE & CO.
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ESGENOOPETITJ FIRST NATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31, 2014

8. Accounts Payable And Accrued Liabilities

2014 013
Province of New Brunswick - Tuition $ 8,907,665 $ 7,619,564
Suppliers 1,690,663 1,633,326
Payroll deductions 246,574 116,584
Other accrued liabilities 1,041,856 824,771

$_11.886.758 $_10.104251

The tuition payable of $8,907,665 to the Province of New Brunswick has been reduced by $1,269,085 for
education deductions deemed to be eligible by the First Nation The Province of New Brunswick has not
formally approved this reduction and consequently, the tuition payable amount could be materially higher than
recorded Negotiations continue between Esgenodpetit) First Nation and the Province of New Brunswick to
resolve this matter The tuition payable balance of $8,907,665 does not include accrued interest and service
charges of $9,525,461 (2013 - $7,856,294) for which the First Nation is contingently liable as identified i
note 14

9. Deferred Revenue

2014 2013
Health Canada - Medical services ) $ 10,000 h -
Province of New Brunswick 15,000 -
MAWIW Council Inc 24,824 50,000
Aboriginal Healing Foundation 28,696 -

$___ 78520 $___ 50,000
10.Loan Payable to MAWIW

Loan payable 1s non-interest bearing and secured by future program funding by MAWIW otherwise payable
to Esgenodpetit) First Nation.

13
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12.Long-Term Debt

ESGENOOPETITJ FIRST NATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31, 2014

Loan secured by a first mortgage on buildings, repayable by
monthly installments of $904 including principal and interest at
the rate of 2 65%, renewable 1n February 2015

Loan secured by a first mortgage on buildings, repayable by
monthly installments of $820 including principal and interest at
the rate of 2 56%, renewable in December 2015

Loan secured by a first mortgage on buildings, repayable by
monthly nstallments of $661 including principal and interest at
the rate of 2 56%, renewable in December 2015

Loan secured by a first mortgage on buildings, repayable by
monthly installments of $2,113 including principal and interest
at the rate of 1 64%, renewable in December 2016.

Loan secured by a first mortgage on buildings, repayable by
monthly nstallments of $993 including principal and interest at
the rate of 1 64%, renewable in December 2016

Loan secured by a first mortgage on buildings, repayable by
monthly installments of $974 including principal and interest at
the rate of 1,53%, renewable in July 2017

Loan secured by a first mortgage on buildings, repayable by
monthly installments of $868 including principal and interest at
the rate of 1 62%, renewable in March 2018

Loan secured by a first mortgage on buildings, repayable by
monthly installments of $1,560 including principal and interest
at the rate of 1 64%, renewable in December 2016

Loan secured by a first mortgage on buildings, repayable by
monthly installments of $639 including principal and interest at
the rate of 1 67%, renewable 1n April 2017

[y
st
E-S

¥ 90,385

98,722

79,520

186,546

135,503

37,965

130,378

295,569

119,248

I
<<
—
(9]

98,735
106,473
84,822
208,399
145,124
48,983
138,611
309,807

124,884
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ESGENOOPETITJ FIRST NATION '
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31,2014

12.Long-Term Debt (Continued)

N
o
r-N
[
(=3
ok
(3]

Loan secured by a first mortgage on buildings, repayable by
monthly installments of $1,348 including principal and interest
at the rate of 1 65%, renewable 1n June 2017 253,912 265,809

Loan secured by a first mortgage on buildings, repayable by
monthly installments of $954 including principal and interest at
the rate of 1 62%, renewable 1n March 2018 166,454 175,137

Loan secured by a first mortgage on buildings, repayable by
monthly installments of $1,937 including principal and interest
at the rate of 1 62%, renewable in March 2018 338,015 355,649

Loan secured by a first mortgage on buildings, repayable by
monthly installments of $900 including principal and interest at
the rate of 2 35%, renewable in September 2018 168,323 174,718

Loan secured by a first mortgage on buildings, 1epayable by
monthly installments of $2,233 including principal and interest
at the rate of 2 35%, renewable in September 2018 419,182 435,307

Loan secured by a first mortgage on buildings, repayable by
monthly installments of $1,625 including principal and interest
at the rate of 2 04%, renewable in March 2019 318,182 330,905

Loan secured by a first mortgage on buildings, repayable by
monthly installments of $1,756 including principal and interest at
the rate of 1 92%, renewable in April 2019. 351,143 365,542

Loan secured by a first mortgage on buildings, repayable by
monthly installments of $2,277 including principal and interest at
the rate of 2 65%, renewable in April 2016 457,097 472,161

Loan secured by a first mortgage on buildings, repayable
by monthly installments of $1,152 including principal and interest
at the rate of 2,78%, renewable in August 2015 222,616 230,176
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*ESGENOOPETITJ FIRST NATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31, 2014

12.Long-Term Debt (Continued)

Loan secured by a first mortgage on buildings, repayable
by monthly installments of $1,143 including principal and interest
at the rate of 2 40%, renewable in October 2018

Loan from Peace Hill Trust, repayable by monthly installments
of $41,667 including principal and interest at prime plus 2%,
secured by a general security agreement with the Band

Loan from Peace Hill Trust, repayable by monthly installments
of $1,100 including principal and interest at 6 25%, secured by a
Chevrolet Tahoe, due 1n April 2015,

Loan from Bank of Montreal, repayable in monthly installments

of $23,298 including principal and interest at 6.25% per annum,
secured by a general security agreement, due April 2016

Less current portion

[ ]
—
FLN

253,293

483,484

13,954

1,596,880
6,216,371

896.369
$.5.320,002

[
pst
(93]

181,012

941,006

25,872

1,770,603
6,989,735

856,209
$.6,133.526

Assuming the loans are renewed on comparable terms, the principal portion of long term debt expected to

become due in each of the next five years 1s as follows

13.Changes In Non-Cash Operating Working Capital

Accounts receivable

Inventory

Prepaid expenses

Crab quota advance

Accounts payable and accrued habilities
Deferred revenue

2015
2016
2017
2018
2019

$ 896,369
417,697
433,514
443,681
458,573

$.2.649.834

2014

$(1,948,098)
(44,736)
(41,967)

1,692,506
28,520

$_(313.775)

-

2013
$ 2,072,262

27,609
(184,171)
(714,054)

17.088

$ 1218734
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ESGENOOPETITJ FIRST NATION ¢ .
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31, 2014

14.Contingencies

General

Esgenodpetity First Nation has entered into contribution agreements with various federal government
departments  Funding received under these contribution agieements 1s subject to repayment if the First
Nation fails to comply with the terms and conditions of the agreements

In addiuon, 1n the normal course of its operations, Esgenodpetitj First Nation may become involved in legal
actions Some other potential liabilities may become actual liabilities when one or more future events occur
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 lability 1s accrued and an expense recorded on Esgenodpetit) First Nation's
consolidated financial statements.

Contingent Liability for Accrued Interest on Tuition Fees

Esgenodpetity First Nation 1s contingently liable for accrued interest and service fees totalling 39,525,461
(2013 - $7,856,294) to the Province of New Brunswick applicable to the Twuition Arrears Repayment
Agreement Under the agreement and through on-going discussions with the Province, accrued interest and
service fees applicable to the current (and future) liability of delinquent tuttion would be waived upon full
principal repayment In the meantime, current year accrued interest and fees 1s tracked at $1,669,167 (2013 -
$1,453,288) which is included in the above mentioned totals. During the year, principal repayments on
delinquent tuition balances amounted to $mil (2012 - $972,050). 1t 1s the opinion of Chief and Council that
Esgenodpetity First Nation will continue to repay delinquent tuition balances over time along with
participating in additional settlement negotiations to ensure that the full amount of accrued interest and
service fees is waived. As such, there 1s no liability for this item recorded in the consolidated financial
statements

Loan Guarantee

The Esgenodpetity First Nation has guaranteed a Caisse Populaire loan 1n the amount of §1,000,000 for
Pécheries Baie Chaleurs (2012) Inc The loan bears interest at 6.379% per annum, 1s repayable in annual
blended payments of $105,829, and matures November, 2015, Additional security for this loan includes a
debenture of $3,600,000 and a guarantee from 618090 N B. Inc.

15.Replacement Reserve Bank Account

Under the terms of the agreement with Canada Mortgage and Housing Corporation, the Replacement Reserve
bank account s to be credited in the amount of $62,586 (2013 - $62,586) annually. These funds, along with
accumulated interest, must be heid in a separate bank account and/or invested only in accounts or instruments
insured by the Canada Deposit Insurance Corporation or as may otherwise be approved by Canada Mortgage
and Housing Corporation Withdrawals are credited to interest first and then principal.

As at March 31, 2014, the bank account is underfunded by $352,412 (2013 - $222,211)
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ESGENOOPET_ITJ FIRST NATION ’
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31, 2014

16.Operating Reserve Bank Account

Under the terms of the agreement with Canada Mortgage and Housing Corporation, excess federal assistance
payments received may be retained in an operating reserve fund The reserve 1s to be comprised of monies
deposited 1n a separate bank account and/or invested only in accounts or instruments nsured by the Canada
Deposit Insurance Corporation or as may otherwise be approved by Canada Mortgage and Housing
Corporation from time to time. The funds in this account may be used to meet future subsidy requirements of
income-tested occupants over and above the maximum federal assistance

As at March 31, 2014, the bank account is underfunded by $258,784 (2013 - $239,451).

17.Related Party Transactions

The following amounts have been paid to related parties during the year which ncludes Chief and
Councillors, management staff, Esgenodpetity Development Corporation Ltd and other companies owned by
Chief or Councillors

2014 2013
Heating o1l $__ 483952 $__386.779

18.Reconciliation of Aboriginal Affairs and Northern Development Canada (AANDC) Funding

2014
AANDC funding per consolidated financial statements $ 12,963,495
Less AANDC recoveries (41,600)
Funding per AANDC revenue confirmation $12.921.895

18
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' ESGENOOPETITJ FIRST NATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31, 2014

19.Expenses by Object

The following 1s a summary of expense by object which includes all expenditures contammed in the
consolidated statement of operations and accumulated surplus (page 5)

2014 2013
Amortization 1,219,508 1,165,669
Building repairs and renovations 592,607 633,969
Interest 270,604 285,387
Insurance 202,556 211,343
Professional and consultant fees 170,401 292,325
Repairs and maintenance 518,070 557,564
Salaries and wages 6,058,676 4,790,394
Travel 143,850 211,796
Materials and supplies 436,190 311,952
Telephone 80,483 69,407
Tuition 1,788,173 1,693,912
Utilities 108,535 124,947
Office supphes and equipment 98,846 100,255
Other 8,340,675 8,151,084
Health programs 671.655 _622.400

$20.700,829 $19,222.404

20,Receivable from Province of New Brunswick

The receivable from the Province of New Brunswick in the amount of $2,319,223 1s for road maintenance
costs incurred from 1963 to 2008 for which the First Nation claims the Province of New Brunswick is
responsitle The Province of New Brunswick has not yet formally acknowledged the validity of this
receivable and consequently, the collectable amount may be matenally lower than recorded.

The Esgenodpetitj First Nation advises that they are currently negotiating this amount with the Province of
New Brunswick

20

TEED
SAUNDERS
DOYLE & CO.
Chartered Accountants



ESGENOQOPETITJ FIRST NATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31, 2014

21.Investment in Government Business Enterprises

The commercial enterprises that are included in the First Nation reporting entity, as described in note 2 -

Principles of Consolidation to these consolidated financial statements includes
U Esgenodpetity Development Corporation Ltd (Dev Corp) - fully consolidated

. Pecheries Baie Chaleurs Fisheries (2012) Inc (Baie Chaleurs) - modified equity basis

Esgenodpetit) First Nation owns 66 67% of Pecheries Baie Chaleurs Fisheries (2012) Inc

Esgenodpetity First Nation's investment in government business enterprises consist of the following

2014 2013
Pecheries Baie Chaleurs Fisheries (2012) Inc $_1.281.253 $.1,596.561
The following table presents condensed financial information for these commercial enterprises
Dev. Baie 2014 2013
Corp. Chaleurs Total Taotal
Cash $ 111,130 $ 60,243 ¥ 171,373 $ 112,574
Accounts recervable 149,802 193,827 343,629 126,681
Inventory 44736 - 44736 -
Tangible capital assets 2,398,112 2,382,925 4,781,037 4,819,725
Other assets — 226.897 226.897 _236.452
Total assets 2,703,780 2.863.892 $. 5,567,672 $_5.295.432
Accounts payable 58,508 132,491 190,999 132,759
Advances - 438,691 438,691 133,333
Long term debt 1,596,880 795,949 2,392,829 2,437,270
Other habilities 15,000 213,333 228,333 213,333
Due to Esgenodpetity First Nation 3.068.716 - 3,068,716 3.027.042
Total liabilities 4,739,104 1,580,464 6,319,568 5,943,737
Equity (Deficit) (2,035,326) 1,283,428 (751.898) (2.244 867)
Total Liabilities and Equity £2703.778 $_2.863,892 $_5.567.670 $_3.698.870
Revenue $.4326913 $10,446.409 $14,773.322 $ 2,641,856
Expenses 3,985,270 10,419,003 14,404,273 2,508,240
Debt servicing 132,100 45.487 177,587 180,312
Total Expenses 4,117,370 10,464,490 14,581,860 2,688.552
Net Income (Loss) $__209.543 $__(18.08D $__191.462 $___(46.696)
2]
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ESGENOOPETITJ FIRST NATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31, 2014

22 Government Transfers

2014
Operating Capital Total
Federal government transfers:
Aboriginal Affairs and Northern Development Canada $11,831,981 § 1,131,514 §$12,963,495
Health Canada 1,600,939 - 1,600,939
Canada Mortgage and Housing Corporation 179,330 - 179,330
Department of Fishenes and Oceans 750,913 - 750,913
Aboriginal Skills and Employment Training Strategy 234,402 - 234,402
Public Safety Canada 181,902 - 181,902
Human Resources and Skills Development Canada 78,799 - 78.799
Total 14,858,266 1,131,514 15,989,780
Provincial government transfers 1,391,164 - 1,391,164
$16249430 $_1,131.514 $17.380.944
2013
Operating Capital Total
Federa) government transfers: )
Aboriginal Affairs and Northermn Development Canada $11,487,505 32,328,544 $13,316,049
Health Canada 1,590,141 - 1,590,141
Canada Mortgage and Housing Corporation 175,231 - 175,231
Department of Fisheries 990,277 300,000 1,290,277
Aboniginal Skills and Employment Training Strategy 592,874 - 592,874
Public Safety Canada 156,271 - 156,271
Total 14,992,299 2,628,544 17,620,843
Provincial government transfers 672,387 500.000 1,172,387
$15.664.686 §_3.128.544 $18.793.230

23,Comparative Figures
Certain prior year comparative figures have been reclassified to conform with current year presentation.
24.Budgeted Figures

Budgeted figures are unaudited and have been derived from the estimates approved by Esgenodpetitj First
Nation's Chief and Council
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