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NICHOLSON & BEAUMONT

CHARTERED DROFESSIONAL ACCOUNTANTS
INDEPENDENT AUDITOR'S REPORT

"T'o the Chief and Councillors of
Esgenodpetij First Nation

Qualified Opinion

We have audited the accompanying consolidated financial statements of Esgeno6petitj First Nation, which comprise the
consolidated statcment of financial position as at March 81, 2019 and the consolidated statements of operations, changes

in accumulated surplus, changes in net debt and cash flows for the year then ended, and a summary of significant

accounting policics and other explanatory information.

In our opinion, except for the matter described in the Basis for Qualificd Opinion section of our report, the
accompanying consolidated financial statements present [airly, in all material respects, the financial position of
Esgenoopetitj First Nation as at March 31, 2019, the results of its operations, for the year then ended in accordance with
Canadian public sector accounting standards.

Basis for Qualified Opinion

Esgenodpelif Development Corporation Ltd., a government business enterprise of the Esgenodpetitj First Nation that
is accounted for in these financial statements on a modified equity basis, derives revenue and expenses from mini-
casino operations, the completeness of which is not susceptible to satisfactory audit verification. Accordingly,
verification of these revenues aud expenscs was limited to the amounts recorded in the records of Esgenodpetiy
Development Corporation Lid. Therefore, we were not able to determine whether any adjustments night be necessary
1o revenue, expetises, excess of revenue over expenditures, cash flows from operations, net debt and accumulated

surplus.

We conducted our audit 1 accordance with Canadian generally accepted auditing stmdards. Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the Consolidated
Tinancial Stalcments section of our report. We are independent of (he Entity in accordance with the ethical
requirements that are relevant lo our audit of the consolidated financial statements in Canada, and we have fulfilled our
other ethical responsibilities in accordance with these requirements. We believe that the audit evidence we have
oblained is sufficient and appropriate to providc a basis lor our opinion.

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial Statements
Minagement is respounsible for the preparation and fair presentation of these consolidated financial statements in
accordance with Canadian public sector accounting standards, and for such mternal control as management determines
is necessary to enable the preparation of consolidated financial statements that are free from material misstatement,
whether due to frand or ervor.

In preparing the consolidated financial statements, management is responsible for assessing the Entity’s ability to
conlinue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern

basis of accounting unless management either intends to liquidate the Entity or to cease operations, or has no 1eahst\c

alternative but to do so.

Those charged with governance are responsible for oversecing the Entity’s financ
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Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole arc
free from material misstatement, whether duc to fraud or error, and to issue an auditor’s report that includes our
opinion, Reasonable assurance is a high level of assurance, but is not a gnavantee that an audit conducted in
accordance with Canadian generally accepted auditing standards will always detect a material misstaternent when it
cxisis.,

Misstalements can arise rom fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions ol users taken on the basis ol these consolidated financial
statements. As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise
professional judgment and maintam professional skeplicism throughout the audit, We also:

Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriale to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from crror, as fraud may involve collusion, forgery, intentional omissions,
mnisrepresentations, or the override of internal control.

Obtain an understanding of intcriral control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Entity’s
internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estitnates and relaled
disclosures made by mmanagement.

Condlude on the appropriateness ol management’s use of the going concern basis of accounting and based on the audit
evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt
on the Entity’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw altention in our auditor’s report to the related disclosures in the consolidated financial statements or, il such
disclosures are inadequate, to modify our opinion. Our conclusions arc based on the audit evidence obtained up to the
date of our auditor’s report. However, future events or condilions may cause the Fulily (o ceasc to continue as a going
concem.

Iivaluate the overall presentation, structure and content of the consolidated financial statements, including the
disclosures, 'Illd whether the consolidated fimancial statements represent the underlying transactions and eveuts in a
manner that achieves fair presentation. We commuuncate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit and significant audit findings, including any significant deficiencics in
internal control that we identify during our audit.
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Esgenodpetitj First Nation

Consolidated Statement of Financial Position

As at March 31, 2019

Financial assets
Restricted cash (Note 2)
Cash (Note 2)
Accounts receivable (Note 6)
Receivable from Esgenobpetitj Development Corporation Ltd. (Note 8)
investment in government business enterprises (Note 11)

Liabilities
Accounts payable and accrued liabilities (Note 9)
Deferred revenue (Note 10)
Payable to Pécheries Baie Chaleurs Fisheries (2012) Inc. (Note 7)
Long-term debt (Note 12)

Net debt

Non-financial assets
Tangible capital assets (Note 13)
Prepaid expenses (Note 14)

Accumulated surplus

Approved by the First Nation

CLos /J Q‘//@
W M-\,Qquncillor

See accompanying notes to the financial statements

Nicholson & Beaumont
Chartered Professional Accountants

2019 201
$ 215198 $ 471455
507,628 547,379
3,157,145 2,801,346
2,846,605 3,321,198
454,818 230,987
7,181,394 7,372,365
2,093,974 1,341,752
4,621,877 3,119,059
296,618 342,770
18,097,269 16,876,325
25,109,736 21,879,906
(17,928,342) (14,307,541)
47,896,538 43,097,924
114,150 122,308
48,010,688 44,120,230
$30,082,346  $29.812,689



Esgenodpetitj First Nation
Consolidated Statement of Operations
For the Year Ended March 31, 2019

2018
Budget 2019 2018
(Unaudited) Actual Actual
Revenue
Abariginal Affairs and Northern Development
Canada (AANDC) (Note 20) $ 14,133,508 $ 16,062,856 $ 15,896,402
Federal government 742,397 1,066,734 1,227,961
Health Canada 1,631,554 2,511,089 1,717,730
Provincial government - 582,817 720,266
Other 3,311,029 4,360,712 _ 6,733,054
19,818,488 24,574,208 26,295 413
Expenses
[ndian registry administration 14,789 17,265 16,131
Econamic development 121,688 128,663 121,430
Education 4,458,966 4,281,701 4,080,452
Social assistance 5,006,591 6,171,054 5,190,254
Child, family and community services 1,330,523 1,439,131 1,144,610
Headstart 300,280 269,425 245,599
Capital — infrastructure assets 357,797 1,478,166 1,242,716
Capital — education assets 369,398 698,771 724,608
Capital housing 934,677 1,908,755 1,786,652
Band financial management 1,222,957 1,355,750 1,113,806
Medical services 1,708,182 1,898,091 1,683,014
Fisheries ‘ 367,642 1,036,458 842,157
Day camp - 66,755 69,930
Tiny treasures day care 175,834 217,646 174,839
Healing foundation - 267 12,744
Community public safety - 47,190 1,279
ASETS 409,394 543,692 522,420
Other band activities 2454191 2,969,704 4,249 333
19,232,809 24,528,382 23,222 074
585,579 45,826 3.073,339
Other income (loss)
Net income {loss) investment in government
business enterprises - 223,831 (2,139,799)
Annual surplus $__ 585,579 $_ 269,657 $__ 933,540

See accompanying notes to the financial statements

Nicholson & Beaumont
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Esgenodpetitj First Nation
Consolidated Statement of Changes in Net Debt
For the Year Ended March 31, 2019

2019 2018

Actual Actual
Annual surplus $ 269,657 $ 933540
Net acquisition of tangible capital assets {5,932,593) (b,261,872)
Amortization of tangible capital assets 2,033,979 1,831,505
Decrease (increase) in prepaid expenses 8,156 (98.028)

(3,890,458) (3,528,195)

Decrease (increase) in net debt {3,620,801) (2,594,655)
Net debt, beginning of year (14,307.541) (11,712.886)
Net debt, end of year $(17,928,342) $(14,307,541)

See accompanying notes ta the financial statements

Nicholson & Beaumant
Chartered Professional Accountants



Esgenodpetitj First Nation
Consolidated Statement of Cash Flows
For the Year Ended March 31, 2019

201 201
Operating activities
Annual surplus $ 269,657 $ 833,540
Add non-cash items:
Amortization of tangible capital assets 2,033,979 1,831,505
2,303,636 2,765,045
Net changes in non-cash operating items
Accounis receivable (355,799) 223,138
Prepaid expenses 8,156 (98,028)
Accaunts payable and accrued liabilities 762,222 (774,415)
Deferred revenue 1,502,818 2,137,091
4,211,033 4,252,829
Financing activities
Increase of long-term debt 2,138,121 2,638,624
Repayment of long-term debt (917,177} (1,013,777)
Advances from (to) Pécheries Baie Chaleurs Fisheries (2012) Inc. (46,154) 684,509
Advances (tc) from Esgenodpetiij Development Corporation Ltd. 474,593 (1.039,301)
1,649,383 1,270,055
Investing activities
Net acquisition of tangible capital assets {5,932,593) (5,261,672)
Investment in government business enterprises (223,831) 905,575
{6.156.424) (4,356.097)
Increase {decrease) in cash and cash equivalents (296,008) 1,166,787
Cash and cash equivalents, beginning of year 1,018,834 (147,953)
Cash and cash equivalents, end of year $ _722,826 $ 1018
Cash and cash equivalents consist of the following:
Cash $ 507,628 $ 547,379
Restricted cash _ 215,198 471,455

$ 72238 $ 1.018.8

®

See accompanying notes fo the financial statements

Nicholson & Beaumont
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Esgenobpetitj First Nation
Notes to the Consolidated Financial Statements
For the Year Ended March 31, 2019

Significant accounting policies

Basis of accounting

These consolidated financial statements have been prepared by Band management in accordance with the First
Nation Reporting Handbook, which states that you follow the Canadian public sector accounting standards for
government entities, as recommended by the Public Sector Accounting Board of the Canadian Institute of
Chartered Professional Accountants, which encompasses the following principles:

(a)

(b)

(c)

(d)

{e)

Accrual accounting
Expenses are recorded for all goods and services received or consumed during this fiscal year.

Amounts received or recorded as receivable, but not earned by the end of the fiscal year are recorded as
deferred revenue.

Reporting entity ]
The Esgenodpetitj First Nation reporting entity includes the Esgenodpetit] First Nation government and all
related entities which are accountable to the First Nation and are either owned or controlled by it.

Principles of consolidation

All controlled entities are to be fully consolidated on a line-by-line basis except for commercial enterprises
which meet the definition of a government business enterprise, which are to be accounted for by the modified
equity method. Inter-organizational balances and transactions are to be eliminated upon consolidation.

Under the modified aquity methad of accounting, only Esgencépetitj First Nation's proportionate share of the
government business enterprise’s sarnings (loss) and other changes in eguity are recorded as an increase
(decrease) to its investment in the government business enterprise. No adjustment is made for accounting
policies of the enterprise that are different from those of Esgenodpetitj First Nation.

Organizations accounted for on a modified equity basis include Pecheries Baie Chaleurs Fisheries (2012)
Inc. and Esgenodpetitj Development Corporation Lid.

There are no organizations that are required to be fully consolidated in Esgenodpetitj First Nation's financial
statements.

Asset classification

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

Use of estimates -

The preparation of the consolidated financial statements requires management to make estimates and
assumptions that affect the reported amount of assets and liabilities and the reported amounts of revenues
and expenses for the periods covered, The main estimates relate to the useful life of tangible capital assets
subject to amortization and the allowance for doubtful accounts. Actual results could differ significantly from

these estimates.

Nichojson & Beaumont
Chartered Professional Accountants
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Esgenodpetitj First Nation
Notes to the Consolidated Financial Statements
For the Year Ended March 31, 2019

Significant accounting policies (continued)

(f)

(9)

(h)

1)

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.

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 consolidated statement of operations as the stipulation liabilities are
seltled.

Contributions from other sources are deferred when restrictions are placed on their use by the contributor,
and are recagnized as revenue when used for the specific purpose.

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

Income taxes
The Esgenodpetitj First Nation is an Indian Band and is not subject to income tax. Accordingly, no provision
has besn made for income taxes.

Cash and cash equivalents

The First Nation's policy is to disclose bank balances under cash and cash equivalents, including bank
overdrafts with balances that fluctuate frequently from being positive to overdrawn and term deposits with a
maturity period of three months or less from the date of acquisition. Cash and cash equivalents that the First
Nation cannot use for current transactions because they are pledged as security are also excluded from cash
and cash equivalents.

Financial instruments
The First Nation initially measures Its financial assets and liabilities at fair value, except for certain non-arm's

length transactions.

The First Nation subsequently measures all of its financial assets and financial liabilities at cost or amortized
cost, except for investments in equity instruments that are quoted in an active market, which are measured
at fair value. Changes in fair value are recognized in net income.

Financial assets measured at amortized cost include cash, accounts receivable, receivable from Pécheries
Baie Chaleurs Fisheries (2012) Inc., receivable from Esgenodpetiti Development Corporation Ltd. and
investments in government business enterprises.

Financial liabilities measured at amortized cost include bank indebtedness, accounts payable and accrued
liabilities, deferred revenue and long-term debt.

Accounts receivable

Accounts receivable include 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.

Nicholson & Beaumont
Chartered Professional Accountants
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Esgenodbpetitj First Nation
Notes to the Consolidated Financial Statements
For the Year Ended March 31, 2019

Significant accounting policies (continued)

{k) Tangible capital assets

n

Tangible 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
delivering services.

Tangible capital assets are recorded at cost, which includes amounts that are directly related to the
acquisition, design, construction, development, improvement or betterment of the assets. Cost includes
overhead directly attributable to construction and development, as well as interest costs that are directly
attributable to the acquisition or construction of the asset. Contributions received to assist in the acquisition
of tangible capital assets are reported as deferred revenue and amortized to income at the same rate as the
related asset.

Amortization is provided annually, at rate and methods calculated to write-off the assets over their estimated
useful lives as follows:

Residential buildings Declining balance 4%
Commercial buildings Declining balance 4%
Water and sewer infrastructure Declining balance 4%
Paving Declining balance 8%
Recreational structure Declining balance 4%
Vehicles Declining balance 0%
Computer equipment Declining balance 30%
Equipment Declining balance 20%
Midshore vessel Declining balance 8%
Shoreline erosion Straight line 40 years

Amortization of Section 85.1 Housing is provided on buildings and equipment purchased on loans insured by
CMHC at a rate equal to the annual principal reduction of the mortgage.

Tangible capital assets are written down when conditions indicate that they no longer contribute to
Esgenodpetitj First Nation's ability tc provide goods and services, or when the value of future economic
benefits associated with the tangible capital assets are less than their net boak value. The net write downs
are accounted for as expenses in the consolidated statement of operations.

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.
Deferred revenue
Deferred revenue represents unspent Government transfers for programs where the eligibility criteria has not

been met at year end. The unspent revenue is carried forward to be recognized as eligibility criteria is met or
until the funder deems the surpluses to be repayable at which time an amount payable is recognized.

{m) Net debt

The First Nation's consolidated financial statements are presented so as to highlight net debt as the
measurement of financial position. The net debt of the First Nation is determined by its liabilities less its

financial assets.

Nicholson & Beaumont
Chartered Professional Accountants



11

Esgenobpetitj First Nation
Notes to the Consolidated Financial Statements
For the Year Ended March 31, 2019

Significant accounting policies (continued)
{n) Segmented information

The First Nation discloses segmented results of operations for the year in Note 24 to the consolidated financial
statements. The First Nation has segregated its activities into the following segments based on
distinguishable groups of activities:

Education
Provides elementary, secondary and postsecondary tuition for qualifying members along with related
programs and support.

Health
Contains activities that provide medical services ta band members.

Economic Development
Contains activities of the economic development program.

Housing
Contains activities related to the maintenance of buildings and land of the First Nation houses. It also
includes the section 95 housing and related expenditures.

Community
Contains all activities related to the maintenance of buildings and land of the First Nation. It also includes

the expenses related to Day Care and Day Camp.

Social
Provides social assistance to qualifying members.

Band Government
Includes all other activities not described in another fund, mainly centralized and shared activities.

Other
Includes the band constable program and the fisheries activities.

Cash -
2019 2018
Externally restricted
AANDC - Ottawa trust (Note 3) $ 49,656 3 49,084
CMHC ~ Replacement reserve {Note 4) 165,198 383,455
CMHC - Operating reserve {Note 5) 344 38,916
215,198 471,455
Unrestricted
Capital projects 94,312 32,774
Operating 413,316 514,605
507,628 547,379

$ 722826 $ 1018834

Nicholson & Beaumont
Chartered Professlonal Accountants
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Esgenodpetitj First Nation
Notes to the Consolidated Financial Statements
For the Year Ended March 31, 2019

QOttawa trust money

The Ottawa Trust accounts arise from monies derived from capital or revenue sources as outlined in Section 62
of the Indian Act. Thase funds are held in trust in the Consolidated Revenue Fund of the Government of Canada
and are subject to audit by the Office of the Auditor General of Canada. The management of these funds is
primarily governed by Sections 63 to 69 of the Indian Act.

Opening 2019 2018

Balance Additions Withdrawal Balance Balance
Revenue $ 29,345 $ 572 $ - $ 29,917 $ 29,345
Capital 19,739 - - 19,739 19,739
Total $ 49,084 $__572 $ - $ 49,656 $ 49,084

Replacement reserve bank account

Under the terms of an agreement with Canada Mortgage and Housing Corporation, the Replacement Reserve
bank account is to be credited in the amount of $70,364 (2018 - $70,364) annually. These funds, along with
accumulated interest, must be held in a separate bank account and/or invested only in accounts or instruments
insured by the Canadian Deposit Insurance Corporation or otherwise approved by the Canada Mortgage and
Heusing Corporation,

As at March 31, 2019, the bank account is underfunded by $590,525 (2018 - $301,904).

Operating reserve bank account

Under the terms of an agreement with Canada Martgage and Housing Corporation, excess federa! assistance
payments received may be retained in an operating reserve fund. The reserve is to be comprised of monies
deposited in a separate bank account and/or invested only in accounts or instruments insured by the Canada
Deposit Insurance Corporation or otherwise approved by the Canada Mortgage and Housing Corporation. 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, 2019, the bank account is underfunded by $353,209 (2018 - $314,637).

Nicholson & Beaumont
Chartered Professlonal Accountants




10.

Esgenodpetitj First Nation
Notes to the Consolidated Financial Statements
For the Year Ended March 31, 2019

Accounts receivable

2019 2018

Due from members

Advances — employees and other $ 221,744 $ 223.072
Due from others

Aboriginal Affairs and Northern Development Canada 1,732,519 1,028,614

Health Canada 182,253 289,356

Fisheries and Oceans 480,392 430,392

Other 722,390 1,028,087

3,117,554 2,776,449

Subtotal 3,339,298 2,989,521
Allowance for doubtful accounts {182,153} {188,175)

$ 3157145 $ 2,801,346

Receivable from {payable to) Pécheries Baie Chaleurs Fisheries (2012} Inc.

2019 2018
Loan receivable from {payable to) Pécheries Baie Chaleurs
Fisheries (2012} Inc., a subsidiary company, non-interest bearing,
unsecured and no set terms of repayment.

$ (296,618) $ (342770)

Receivable from Esgenodpetitj Development Corporation Ltd.

13

The loan receivable from Esgenodpetitj Development Corporation Ltd., a subsidiary company, is non-interest

bearing, unsscured and has no set terms of repayment.

Accounts payable and accrued liabilities

2019 2018
Suppliers $ 1,128,889 $ 1,167,450
Sales tax (recovery) (43,044) 14,673
Accrued liahilities 785,018 62,886

__ 96,743

223,111

$ 2,093,974 $ 1341752

Accrued clawbacks

Deferred revenue

2019 2018
Health Canada $ 104,768 $ 507,405
AANDC 4,512,111 2,556,984
MAWIW Council Inc. - 49,670
Province of New Brunswick 5,000 5,000

$ 4621877 $ 3119059

Nicholson & Beaumont
Chartered Professional Accountants
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Esgenooépetitj First Nation
Notes to the Consolidated Financial Statements
For the Year Ended March 31, 2019

Investment in government business enterprises

14

The following is a list of government business enterprises, and their fiscal year ends, which are included in the
First Nation reporting entity, as described in note 1(c) — Principles of consalidation to these consolidated financial

statements:
Esgenodpetit] Development Corpaoration Ltd. (Dev. Corp.) 31-03-19
Pécheries Baie Chaleurs Fisheries (2012) Inc. (Baie Chaleurs) 31-12-18

Esgenodpetifj First Nation owns 100% of Esgenodpetifj Development Corporation Ltd.
Esgencdpetitj First Nation owns 100% of Pécheries Baie Chaleurs Fisheries (2012) Inc.

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

2019 2018
Esgenodpetitj Development Carporation Lid, $ (929,540) $ (925,942)
Pécheries Baie Chaleurs Fisheries (2012) inc. 1,384,358 1,156,829
¥ 454818 $2309

For the three months ended March 31, 2019, Pecheries Baie Chaleurs Fisheries (2012) Inc. incurred an
unaudited net loss of $368,715 which is not reflected in these financial statements.

The following table presents condensed financial information for these government business enterprises:

Dev. Corp. Baie Chaleurs
Assets B
Receivables $ 115,574 $ 94,551
Inventory 138,801 301,485
Prepaids 22,512 -
Loans and advances receivable 248,061 508,884
Long term investment 150,000 -
Property, plant and equipment 1,995,766 4,633,800
Future income taxes - _ 308,198
$_2.670.714 $_5.844.918
Liabllities
Bank indebtedness $ 36,741 $ 151,028
Payables 146,977 1,126,991
Short-term debt - 130,558
Deferred revenue - 642,000
Loans and advances payable 2,871,606 800,000
Current portion of long-term debt 252,675 161,350
Long-term debt 292,254 1,710,705
$_3.600,253 $_4,722,633

Nicholson & Beaumont
Chartered Professional Accountants
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12,

15
Esgenodpetitj First Nation

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

Investment in government business enterprises (continued)

Dev. Corp. Baie Chaleurs

Equity
Share capital $ 2 $ 2,640,000
Contributed surplus - 1,802,173
Retained earnings (deficit) ~(9298.541) _ (8,319,888)

$._(929,539) $__1.122.285
Net income
Revenue $ 2,374,431 $ 21,984,122
Other income - 186,771
Expenses 2,378,029 (21,958,837)
Income tax (expense) recovery - 15,373

$___(3,598) $__.227.429
Long-term debt

201 2018

|

Loan from Bank of Montreal, repayable by monthly instalments
of $15,8786 including principal and interest at the rate of 3.75%,
secured by a general security agreement, renewable February 2021, $ 2,375,157 $ 2,474,571

Loan from Bank of Montreal, repayable by monthly instalments
of $10,006 including principal and interest at the rate of 3.75%,
secured by a general security agreement, renewable February 2021, 730,483 821,315

Demand loan from Bank of Montreal, secured by a general security
agreement, interest payable by monthly instaiments at prime + 1.50%. - 3,688,255

Demand loan from Bank of Montreal, secured by a general secuyrity
agreement, interest payable by monthly instalments at prime + 1.50%. - 1,031,616

Demand loan from Bank of Montreal, repayable in monthly instalments
of $19,660 including principal and interest at the rate of prime + 1.50%,
secured by a general security agreement. 2,798,615 1,711,378

Demand loan from Bank of Montreal, repayable in monthly instalments
of $4,684 including principal and interest at the rate of prime + 1.50%,
secured by a general security agreement, 182,263 227,654

Demand loan from Bank of Montreal , repayable in monthly instaiments
of $27,252 including principal and interest at the rate of 4.40%,
secured by a general security agreement. 3,442,789 -

Demand loan from Bank of Monfreal , repayable in monthly instalments
of $17,303 including principal and interest at the rate of 4.40%,
secured by a general security agreement. 1,584,575 -

Nicholson & Beaumont
Chartered Professlonal Accountants
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Esgenodpetitj First Nation

Notes to the Consolidated Financial Statements

For the Year Ended March 31, 2019

Long-term debt {continued)

Demand loan from Bank of Montreal , repayable in monthly instalments
of $353 including principal and interest at the rate of prime + 1.50%,
secured by a general security agreement.

Loan secured by a first mortgage on buildings, repayable by monthly
instalments of $981 including principal and interest at the rate of
1.04%, renewable in October 2020.

Loan secured by a first mortgage on buildings, repayable by monthly
instalments of $772 including principal and interest at the rate of
1.30%, renewable in December 2020,

Loan secured by a first martgage on buildings, repayable by menthly
instaiments of $623 including principal and interest at the rate of
1.30%, renewable in December 2020.

Loan secured by a first mortgage on buildings, repayabie by monthly
instalments of $1,980 including principal and interest at the rate of
1.14%, renewable in June 2021.

Loan secured by a first mortgage on buildings, repayable by monthly
instalments of $2,095 including principal and interest at the rate of
1.31%, renewable in December 2021.

Loan secured by a first mortgage on buildings, repayable by monthly
instalments of $1,562 including principal and interest at the rate-of
1.31%, renewable in December 2021.

Loan secured by a first martgage on buildings, repayable by monthly
instalments of $978 including principal and interest at the rate of
1.31%, renewable in December 2021,

Loan secured by a first mortgage on buildings, repayable by monthly
instalments of $625 including principal and interest at the rate of
1.35%, renewable in May 2022,

Loan secured by a first mortgage on buildings, repayable by monthly
instalments of $1,315 including principal and interest at the rate of
1.30%, renewable in June 2022.

Loan secured by a first mortgage on buildings, repayable by monthly
instalments of $301 including principal and interest at the rate of
2.41%, renewable in April 2023.

Loan secured by a first mortgage on buildings, repayable by monthly
instalments of $1,000 including principal and interest at the rate of
2.41%, renewable in April 2023,

Nicholson & Beaumant
Chartered Professional Accountants

2019

350,699

176,865

59,149

46,557

368,786

69,894

220,029

84,670

89,378

190,868

87,450

121,268

N
ey
[}

188,750

67,588

53,378

388,235

93,852

235,787

95,223

95,628

204,077

96,083

130,284
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Esgenodpetitj First Nation
Notes to the Consolidated Financial Statements
For the Year Ended March 31, 2019

Long-term debt {continued)

019 2018
Loan secured by a first mortgage on buildings, repayable by monthly
instalments of $2,031 including principal and interest at the rate of
2.41%, renewable in April 2023. 246,257 264,568
Loan secured by a first mortgage on buildings, repayable by monthly
instalments of $800 including principal and interest at the rate of
2.35%, renewable in May 2019. 131,986 139,596
Loan secured by a first mortgage on buildings, repayable by monthly
instalments of $2,233 including principal and interest at the rate of
2.35%, renewable in September 2018. 329,172 348,025
Loan secured by a first mortgage on buildings, repayable by monthly
instalments of $1,637 including principal and interest at the rate of
2.14%, renewable in March 2024. 249,619 263,894
Loan secured by a first mortgage on buildings, repayable by maonthly
instaiments of $1,756 including principal and interest at the rate of
1.92%, renewable in April 2018. 275,878 291,509
Loan secured by a first mortgage on buildings, repayable by monthly
instalments of $1,172 including principal and interest at the rate of
2.68%, renswable in October 2023. 214,416 222,799
Loan securad by a first mortgage on buildings, repayable by monthly
instalments of $2,773 including principal and interest at the rate of
1.92%, renewable in July 2019, 560,289 582,621
Loan secured by a first mortgage on buildings, repayable by monthly
instalments of $847 including principal and interest at the rate of
1.05%, renewable in April 2020, 43,859 53,511
Loan from Province of New Brunswick for outstanding tuition arrears,
repayable by monthly principal instalments of $11,978, maturing
June 2040, Interest is accrued at 10.69% if in default, 0% otherwise. 3,066,298 3,210,030
18,097,269 16,876,325
Current portion of long-term debt {526,295) (531,848)
Current portion to be refinanced (1,297,324) (974,314)
Demand loans (8,358,942) (6,556,902)
$1.914,708  $8,813.461

Nicholson & Beaumont
Chartered Professional Accountants
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Esgenodpetitj First Nation

Notes to the Consolidated Financial Statements

For the Year Ended March 31, 2019

Long-term debt (continued)

Estimated long-term debt principal repayments to be made during the next five fiscal years are:

2020 $ 10,182,561

2021 536,831
2022 543,516
2023 533,591
2024 538,811

Thereafter 5,761,859

$ 18,097,269

Tangible capital assets

Accumulated

Rate Cost Amoattization
Land 0% $ 14,000 &
Residential buildings 4% 20,977,299 3,940,849
Commerciat buildings 4% 23,830,308 7,910,709
Water and sewer
Infrastructure 4% 10,356,612 1,979,180
Paving 8% 2,327,603 588,126
Recreational structure 4% 333,230 119,284
Vehicles 30% 526,756 345,337
Computer equipment 30% 340,564 323,575
Equipment 20% 851,278 636,934
Vessel 8% 1,060,000 730,281
Shoreline erosion  S.L. 40 years 3,825,911 731,140
Assets under consfruction 0% 758,384 -

$65,201,953 $ 17,305,415

Prepaid expenses

Insurance
Other

Nicholson & Beaumant
Chartered Professional Accountants

2019 2018
Net Book Net Book
Value Value
$ 14,000 $ 14,000
17,036,450 14,345,408
15,919,597 15,682,995
8,377,432 7,588,848
1,739,477 1,890,735
213,946 222,860
181,419 206,591
16,989 24,270
214,344 267,931
329,719 358,390
3,084,771 3,190,419
758,394 205477
$47,806,538 $43,997.924

2018 2018
$ 19,164 $ 17,775
94 986 104,531
$114,150  $122,306

18
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Esgenodpetitj First Nation
Notes to the Consolidated Financial Statements
For the Year Ended March 31, 2019

Expenses by object

The following is a summary of expense by object which includes all expenditures contained in the non-
consolidated statement of operations and accumulated surplus (page 4).

2019 2018
Amortization $ 2,033,979 $ 1,831,504
Interest 587,802 429,766
Insurance 169,870 180,596
Professional and consultant fees 456,901 506,225
Repairs and maintenance 1,020,845 1,018,045
Salaries and wages 6,872,548 7,128,963
Travel 333,036 333,503
Materials and supplies 728,260 565,012
Telephone 127,415 113,883
Tuition 1,946,507 1,886,236
Utilities 143,743 141,319
Office supplies and equipment 170,856 92,674
Other 9,378,216 8,505,613
Health programs 558,304 _ 487,845

$24,528,382 $23,222.074

Contingencies
General

Esgenobpetit] 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.

In addition, in the normal course of its operation, 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 fails to
occur. To the extent that the future events are likely to occur, and a reasanable estimate of the loss ¢an be made,
an estimated liability is accrued and an expense recorded in Esgenodpelitj First Nation's consalidated financial
statements.

Contingent liability for accrued interest on tuition fees

Esgenadpetit] First Nation is contingently liable for accrued interest and service fees totalling $1,416,272 (2018
- $1,043,915) to the Province of New Brunswick applicable to the Tuition Arrears Repayment Agreement. Under
the agreement and through on-going discussions with the Province, accrued interest applicable to the current
(and future) liability of delinquent tuition would be waived upon full principal repayment. In the meantime, current
year accrued interest totalled $372,357 (2018 - $376,460) which is included in the above mentioned totals. During
the yeat, principal repayments on delinquent tuition balances amounted to $143,733 (2018 - $143,733). It is the
opinion of Chief and Council that Esgenobpetitj First Nation will cantinue to repay delinguent tuition balances over
time along with participating in additional settiement negotiations to ensure that the full amount of accrued interest
and service fees is waived. As such, there is no liability for this item recorded in the consolidated financial

statements.

Nicholson & Beaumont
Chartered Professlonal Accountants
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Esgenobpetitj First Nation
Notes to the Consolidated Financial Statements
For the Year Ended March 31, 2019

Contingencies (continued)
Loan guarantees

The Esgenodpetitj First Nation has guaranteed a Bank of Montreal loan in the amount of $1,872,055 for Pacheries
Baie Chaleurs Fisheries (2012) Inc. The loan bears interest at prime + 1.5%, is repayable in monthly blended
payments of $21,164, and matures in February 2028, Additional security for this loan includes a debenture on all
of the company's assets and a marine mortgage over a vessel, the licenses and gear. The First Nation also
guarantees an operating line of credit of $500,000 which $369,442 (2018 - $500,000) was unused at December
31, 2018. Additional security for the line of credit is the same as the Bank of Montreal loan.

The Esgenodpetitj First Nation has guaranteed a Bank of Montreal loan in the amount of $544,829 for
Esgenodpetitj Development Corporation Lid. The loan bears interest at 6.25% per annum, is repayable in monthly
blended payments of $23,928, and matures April, 2021.

Economic dependence

The Esgenobdpetitj First Nation receives a major portion of its revenues from AANDC and Health Canada. The
nature and extent of this funding is of such significance that the First Nation is economically dependent upon it.

Related party transactions

The following amounts have been {paid to) cr received from related parties during the year which includes Chief
and Councillors, management staff, Esgenodpetit Development Corporation Ltd., Pécheries Baie Chaleurs
Fisheries (2012) Inc. and other companies owned by Chief or Counciliers.

2019 2018
Chief and councillors $ (988,101) $(776,331)
Rental income $ 272,000 $§ 240,000
Snow crab income $ 2,154,932 $5,110,961

Financial instruments

The First Nation is exposed to various risks through its financial instruments, without being exposed to
concentrations of risk. The following analysis provides a measure of the organization's risk exposure and
concentration as at March 31, 2019,

Credit risk

Credit risk is the risk that one party to a financial asset will cause a financial loss for the First Nation by failing to
discharge an obligation. The First Nation's credit risk is mainly related to accounts receivable and related party
receivable. The First Naticn provides credit to its clients in the normal course of its aperations.

Nicholson & Beaumont
Chartered Professional Accountants
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Esgenodpetitj First Nation
Notes to the Consalidated Financial Statements
For the Year Ended March 31, 2019

Financiat instruments (continued)

Market risk

Market rigk is the risk that the fair value or future cash flows of the First Nation's financial instruments will fluctuate
because of changes in market prices. Some of the Company’s financial instruments expose it to this risk, which
comprises currency risk, interest rate risk and other price risk. The First Nation is primarily exposed to interest
rate risk.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because
of changes in interest rates. The First Nation is exposed to interest rate risk on its fixed interest rate financial

instruments, Fixed interest rate instruments subject the First Nation to a fair value risk, since fair value fluctuates
inversely to changes in market interest rates.

Liquidity risk

Liquidity risk is the risk that the First Nation will encounter difficulty in meeting obligations associated with financial
liabilities. The First Nation is exposed to this risk mainly in respect of its bank indebtedness, accounts payable
and accrued liabilities and lang-term debt.

Government Transfers

2019
Operating Capital Total
Federal government transfers
Aboriginal Affairs and Northern Development Canada $ 16,062,856 $ - $ 16,062,856
Health Canada 2,511,089 - 2,511,089
Canada Mortgage and Housing Corporation 242,060 - 242,060
Department of Fisheries and Oceans 630,004 - 630,004
Government of Canada (Canada Child Benefit, etc.) 184,670 - 184,670
19,630,679 - 19,630,679
Provincial government transfers 582817 - 582,817
$ 20213496 $__ - $ 20,213,496
2018
Operating Capital Total
Federal government transfers
Aboriginal Affairs and Northern Development Canada § 15,886,402 $ - § 15,896,402
Health Canada 1,717,730 - 1,717,730
Canada Mortgage and Housing Corporation 174,776 - 174,776
Department of Fisheries and Oceans 906,572 - 906,572
Government of Canada (Canada Child Benefit) 146,613 - 146,613
18,842,093 - 18,842,093
Provincial government transfers 720,268 - 720,268
$ 19,562,359 § = $§ 19,562,358

Nicholson & Beaumont
Chartered Professional Accountants
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Esgenodpetitj First Nation

Notes fo the Consolidated Financial Statements

For the Year Ended March 31, 2019

AANDC funding per consolidated financial statements

Plus: Deferred revenue:

Post Secondary Student Support (NP5A)
Student Transportation Services (NP18)

Band Operated Schools Direct Service (NP34)
Scheols O&M (NTHL)

CFS8 Operations (NPD3)

Prevention/Least Disruptive Measures (NPD7)
Water > $1.5M (NTFX)

Current year clawbacks:

Basic Needs (NP85)
Tuition Agreements (NPOR) - accrual

Less: Accrued recaveries and (adjustments):

Prior year deferred revenue:
Renovations and additions (NTLC)
Water < $1.5M (NTF6)
A&C Wastewater > $1.5M (NTF9)
Water > $1.5M (NTFX)
CFS Operations (NPD3)
Prevention/Least Disruptive Measures (NPD7)
Waste Site Decommission/Closure (NTVH)
Post Secondary Student Support (NPSA)
Band Operated Schools Direct Service (NP34)

Schools Q&M (NTHL)

Funding per AANDC revenue confirmation

Budgeted figures

Unaudited budgeted figures have been provided for comparison purposes and have been derived from the

estimates approved by the Chief and Council.

1

Comparative figures

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

2019

[-LEN-4

$ 16,062,856

519,757
38,016
618,128
127,850
746,192
1,192,770
1,269,397

14,789
80,841

(50,100)
(65,000)
(35,000)
(577,048)
(229,749)
(118,771)
(690,600)
(359,478)
(352,981)

(78.257)
$ 18113613

22

Cettain comparative figures have been reclassified to conform with the financial statement presentation adopted

for the year ending March 31, 2018,

Nicholson & Beaumont

Chartered Professlonal Accountants



X4

SJUBJUNOIIY [BUOISSAI0IY PaLSHeYD
juowneag R uas|oYAN

w8v8/S) ¢ OLOBIT $ ¥v9c95T $ Z0VBO0T $ OIIve ¢ BBETIO § (65r 9% ¢ T0gz90¢) $
¢s998/.'| 95778061 c9c8l9YF 26L°19¢'E 710'€89'L 160'868'L 08 /2€'S CEIR 24K
S0S 9LS 652°csh 0LSv¥BC $€.°9907C 279'sg/ £01'858 aly'L69¢C LEV'€68'C
568'90% z18°c9s - - - - - .
168'219 LLZiLEL 1€£9'9 589'g S/g'se €LLZE 658°9¢H y8gizey
(ReleNelrd £58'6Z1 1ez'eos’L zle'962'1 Z296'L16 S12°200°)L 50Z°202'2 2’8022
891L'80C'} §28'920¢ 9006419 66L'9.¢'¢ 0EL LLL) 680°LEST .20 L06Y S¥6 LLT'S
£08°91G 1S6°0/G 196257 G 2s0'¢L9? - - 156 L8y 00£°¢69
- - 068'8zZy 09Lves - - 969'cY 6EL€T
19¢'169% v.8'55Y° 1S GoL'/6T $ 116°89C $ QSL'LL2'1 ¢ 680°LIST § ¥/£'9/EY $ 90§°1L09Y $
8L0¢ 6102 8L0¢ 6102 g810¢ 6L02 gioc 6102
Buisnoy Juswdolaasq yyeaH uoeanp3y
J1Wwouoo3]

pspus Jeak ay} 10} s)nsal JuswiBas ay [ [ 8joN uj seioljod Bununosoe Juesyubis jo flewwns ayy ul paquasep se ssjaiod
st Juswbas Ag uonejuessid 8y "siSeq 9|qEUOSES! B UO PS]Eo0]je JE Jey) SJUnowe pue jusuibes sy} 0} s|qemque AlRosuip 8
sasusdxe pue anusasi Juswlas sy ‘papodal Asjeiedes Juswbas yoes 1o "sisqusw )1 03 5921AJ9S o obuel e sap

6102 ‘LE Y2iely papug Jesp 8y} Jod
SjusSwL)elg [BloUBUl4 palepljosuo) ayj 01 SOJON
uonen jisii4 fiadoousbsy

(yoyaq)
snjding jenuuy

sasuadxe JBYjg
Buiainies 193g
uojeziuowy
Sjyousag pue sauefes
sosuadxg

SnNuSASS JBUID
JUSWILIBAOE [BlauInclg
Juswuianoh [elaps
SaNUIAIY

SMOi0) s2 328 6102 ‘L€ YDIel
Buizunoooe suwes sy} Uo paseq
JE 12y} SJunowe Yjoqg juasaidel
Aoid uonep 3sd14 edoouafisg

ainsojasip juswbag R 7A



SJUBUNOo3Y [BUOISSAJ0Id palaueys
juowiINeag g UCSIOYIN

BEEEL0C $ J28SF ¢ 9IS TIE $ZIE 890 $ (05 /67 ¢ @EvPve) ¢ §2060c s LBl ¢ 32506671 ¢ B0COCL § (noueqg)

snjding jenuuy

v.0ccCec 28e'8Tsve  9EvtP8  9¥9t80'L  9E00EL b 910°€eLe'L GO8'yEE’9 €8L0E9°L 6220051 veL29L')

L¥8LEBCL €S0'PE0SL BZBc%e 9L9'vZy L0L%¥S I X172 6EL'GLOG  B69'¢€PL9 656 LE9 195°9¢8 sasuadxa 18U

99/'62Y 208'18s - - 128'¢2 ogs‘eT - - - - Buiolaes 3999

¥0S'LE8'L  6.6°tE0T  SBL't9l 9Z1L'81T [AA AT 6lz'9z - - L£2'068 125°269 UoHEZIUoWY

€968'8ZL,  8pe'elge cLi'ogy Y06°0tY 9c0'¥ES 0c.°168 9z.'6L4 8998 6EG°'£ALE 99°'9Z¢ syisusq pue saleleg
sasuadxy

€lY'S6T9C 80TVPISVEC TSTGGI T 628Gl.  98vce0 L 82582y 0682009 0SC968°9 ¥S886Fc V6 L0SC

PS0'eel9  TLl'09g® - 05961 B8e8 Tl 06876V - - 00587791 6587252 anuesARl JBYI0

99z'02s 218'78S 089'svc 81§z JUBLLIBA0E [BIoUACId
€60Cr8'8L$ 6.9'089°6L$ TIG'006 § L9L0L9 $ L¥O'RLE  $ 9£9'8.6 $ 068T09'0 § 0SE968'0 $ YSELES'E $ +80'SYE'Z $  uawuisAofb jeiepaq

SONuUsAsyY
Loc 610¢ 8L0¢ 6lL0Z 810¢ 6102 8L0c 6102 210¢ 6102
jejol I=1Ti ) JUBLIUIBAOE) SaDIAeg Sa2IAIBg
pueg [eioog Ajjunwiwon
(penunuos) ainsojasip Juawbeg 5T

610T ‘L€ YoIe[y papul 1esA 8y} Jod
sjudwajelg |BIdUBUL{ PaJEPIoSU0y ay) O] S8JON
uonen jsi4 finadooushisy

ve



