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Management's Responsibility for Financial Reporting

The accompanying consolidated financial statements of Penticton Indian Band are the responsibility of
management and have been approved by the Chief and another Band Councilor on behalf of the Band

Council.

These consolidated financial statements have been prepared by management in accordance with
Canadian Public Sector Accounting Standards. Financial statements are not precise since they include
certain amounts based on estimates and judgments. When alternative accounting methods exist,
management has chosen those it deems most appropriate in the circumstances, in order to ensure that
the consolidated financial statements are presented fairly, in all material respects.

Penticton Indian Band maintains systems of internal accounting and administrative controls, consistent
with reasonable costs. Such systems are designed to provide reasonable assurance that the financial
information is relevant, reliable and accurate and the Band's assets are appropriately accounted for and

adequately safeguarded.

Penticton Indian Band is responsible for ensuring that management fulfills its responsibilities for financial
reporting and is ultimately responsible for reviewing and approving the consolidated financial statements.
Council carries out this responsibility principally through its Finance Committee.

The Finance Committee reviews the Band's consolidated financial statements and recommends their
approval to Council. The Committee 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
annual report, consolidated financial statements and external auditor's report. The Committee reports its
findings to the Council for consideration when approving the consolidated financial statements for
issuance to the members. The Committee also considers, for review by the Council, the engagement of

the external auditors.

The consolidated financial statements have been audited by BDO Canada LLP in accordance with
Canadian generally accepted auditing standards on behalf of the members. BDO Canada LLP has full and

free access to the Band Council.

Chief
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Band Councilor
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Independent Auditor’'s Report

To the Members
Penticton Indian Band

We have audited the accompanying consolidated financial statements of Penticton Indian Band, which
comprise the consolidated statement of financial position as at March 31, 2018, the consolidated
statements of operations, change in net financial assets, and cash flows for the year then ended, and a
summary of significant accounting policies and other explanatory information.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these 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.

Auditor's Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our
audit. We conducted our audit in accordance with Canadian generally accepted auditing standards.
Those standards require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether the consolidated financial statements are free 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 auditor's judgment,
including the assessment of the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity's preparation and fair presentation of the consolidated financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity's internal control. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by management, as well as evaluating the overall presentation of the
consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

BDO Canada LLP, a Canadian limited liability partnership, is a member of BDO International Limited, a UK company limited by guarantee, and forms part of the international BDO

network of independent member firms.
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Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the
financial position of Penticton Indian Band as at March 31, 2018, and the results of its operations,
change in net financial assets, and cash flows for the year then ended in accordance with Canadian
public sector accounting standards.

Other Matters

Penticton Indian Band has also prepared another set of consolidated financial statements for the year
ended March 31, 2018 in accordance with Canadian public sector accounting standards. However, those
consolidated financial statements include unaudited supplementary schedules which present detailed
program revenues and expenditures prepared to assist management of Penticton Indian Band to meet
the reporting requirements of various funding agencies. Our audit report on the other set of financial
statements was issued to Chief and Council of Penticton Indian Band and was dated August 21, 2018.

g/)ﬁ (Faspr €02

Chartered Professional Accountants

Penticton, British Columbia
August 21, 2018



Penticton Indian Band
Consolidated Statement of Financial Position

(Restated-
Note 22)
March 31 2018 2017
Financial assets
Cash and cash equivalents (Note 2) $ 2,108,774 $ 1,796,880
Short term investments (Note 2) 6,141,898 3,029,470
Accounts receivable (Note 4) 4,208,820 5,118,041
Debt Reserve Fund (Note 7) 574,171 434,812
Investment in Band owned entities (Note 20) 10,212,571 10,291,573
Funds held in trust (Note 3) 288,706 286,386
Loans receivable from band members (Note 5) 84,473 115,691
23,619,413 21,072,853
Liabilities
Accounts payable and accrued liabilities (Note 6) 2,895,178 5,497,093
Line of credit (Note 11) 971,840 868,655
Deferred revenue (Note 8) - 9,333
Long-term debt (Note 13) 15,306,773 13,287,386
19,173,791 19,662,467
Net financial assets 4,445,622 1,410,386
Non-financial assets
Prepaid expenses 558,702 109,385
Tangible capital assets (Note 12) 41,612,683 39,784,503
42,171,385 39,893,888
Accumulated surplus $ 46,617,007 $ 41,304,274

Contingencies (Note 17)

APProva Council

Chief
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Band Councilor
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Chief Financial Officer

Finance and Audit Committee
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The accompanying notes are an integral part of these consolidated financial statements.




Penticton Indian Band
Consolidated Statement of Operations

(Restated-
(Note 23) (Note 22)
For the year ended March 31 Budget 2018 2017
Revenues
Federal Government
Indigenous and Northern Affairs Canada $ 6,085567 $ 7,091,498 $ 6,727,777
Canada Mortgage and Housing Corporation 186,891 493,053 223,225
Government of Canada 883,330 - -
First Nations Health Authority 935,055 1,042,275 942,261
Provincial Government
First Nations Education Steering Committee 365,015 473,069 508,956
Okanagan Training & Development Council 75,661 156,156 97,351
Province of British Columbia 1,607,753 3,321,509 989,258
Other .
Housing charges and rental 353,820 398,298 454,440
Interest and investment income 9,500 143,099 62,056
Other contracts and miscellaneous 933,490 2,846,006 1,979,910
Property taxes 1,417,557 784,395 573,464
Royalties - 548,113 593,678
Total revenues for the year 12,853,639 17,297,471 13,152,376
Expenditures
Administration 2,694,171 3,180,810 3,164,726
Community health 1,580,076 1,549,180 1,463,666
Economic development 469,359 24,907 329,886
Education 4,167,000 3,811,193 3,765,807
Forestry - 79,263 -
Housing 746,570 525,133 609,485
Land, estate and membership 966,327 912,298 972,333
PIBDC 345,900 435,540 338,491
Public works 736,726 1,289,678 1,195,580
O.N.T.EH - 747,825 574,839
Social development 1,464,620 1,476,405 1,414,714
Total expenditures for the year 13,170,749 14,032,232 13,829,527
Excess of revenue (deficiency) for the year (317,110) 3,265,239 (677,151)
Net income from Band owned entities (Note 20) 2,047,494 705,881
Annual surplus 5,312,733 28,730
Accumulated surplus, beginning of year 41,304,274 41,275,544
Accumulated surplus, end of year $ 46,617,007 $ 41,304,274

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




Penticton Indian Band

Consolidated Statement of Change in Net Financial Assets

For the year ended March 31

Annual surplus
Acquisition of tangible capital assets

Amortization of tangible capital assets
Disposal of tangible capital assets

Use (acquisition) of prepaid expenses
Net change in net financial assets
Net financial assets, beginning of year

Net financial assets, end of year

(Note 23)

Budget 2018 2017

$  (317,110) $ 5,312,733 § 28,730

(4,777,256) (3,523,200) (1,275,046)

- 1,695,020 1,641,042

- - 23,463

(4,777,256) (1,828,180) 389,459

- (449,317) 175,766

(5,094,366) 3,035,236 593,955
1,410,386 816,431

$ 4,445622 $§ 1,410,386

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




For the year ended March 31

Penticton Indian Band
Consolidated Statement of Cash Flows
(Restated-

Note 22)
2018 2017

Cash flows from operating activities
Cash received during the year
Cash paid to suppliers and employees
Interest paid
Interest received

Cash flows from capital activities
Purchase of tangible capital assets

Cash flows from financing activities

$ 18,054,261 $ 10,625,733
(14,906,680)  (10,730,909)

(481,765) (467,091)
143,099 62,056
2,808,915 (510,211)

(3,523,200) (1,251,583)

Issuance of long-term debt 2,678,000 -
Increase (decrease) in line of credit 103,185 (38,000)
Repayment of long-term debt (5658,613) (515,236)
Increase in First Nation Finance Authority debt reserve (139,359) (5,937)
1,983,213 (559,173)

Cash flows from investing activities
Decrease in member loans receivable 31,218 8,188
Decrease in investment in Band owned Entities 2,126,496 1,197,005
2,157,714 1,205,193
Increase (decrease) in cash for the year 3,426,642 (1,115,774)
Cash and cash equivalents, beginning of year 5,112,736 6,228,510

Cash and cash equivalents, end of year

$ 8,539,378 $ 5112,736

Represented by:
Unrestricted (Note 2)
Restricted (Note 2)

Trust funds (Note 3)

$ 2,166,414 $ 1,880,380

6,084,258 2,945,970
8,250,672 4,826,350
288,706 286,386

$ 8539378 $ 5112,736

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




March 31, 2018

Penticton Indian Band
Notes to the Consolidated Financial Statements

1. Summary of Significant Accounting Policies

Nature of Business

Basis of Accounting

Reporting Entity

Principles of
Consolidation

Asset Classification

Penticton Indian Band provides services and support to its band members.

Penticton Indian Band is an Indian Band and, as such, is exempt from

income tax under section 87 of the Indian Act.

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.

The Penticton Indian Band reporting entity includes the Penticton Indian
Band government and alf related entities that are controlled by the First
Nation.

All governmental units are fully consolidated by the government reporting
entity. Other business enterprises and partnerships which meet the
definition of a government business enterpirse or partnership are accounted
for on the modified equity basis of accounting.

Entities that fall under the consolidated basis of accounting are fully
consolidated on a line-by-line basis with inter-organizational balances and
transactions eliminated. The following entities are accounted for on a
consolidation basis:

Okanagan Nations Family Intervention Services Society
Penticton Indian Band Development Corporation Ltd.
Penticton Indian Band Utilities Limited Partnership

Other entities that are accounted for on the modified equity basis of
accounting includes the cost of the Penticton Indian Band's investment in
the entities including the proportionate share of earnings. Under the
modified equity basis of accounting inter-organizational balances are not
eliminated. The following entities are accounted for on a modified equity
basis:

Coyote Cruises Limited Partnership

Westhills Aggregates Limited Partnership
snpinktn FORESTRY Limited Partnership
Skaha Hills Development Limited Partnership
West Riverside Construction Limited

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




March 31, 2018

Penticton Indian Band
Notes to the Consolidated Financial Statements

1. Summary of Significant Accounting Policies (continued)

Cash and Cash
Equivalents

Short-term Investments

Financial Instruments

Interest Income

Revenue Recognition

Cash and cash equivalents consist of cash on hand, bank balances and
investments in money market instruments with maturities of three months or
less. Cash and cash equivalents on the Consolidated Statement of Cash
Flows is represented by cash, short term investments as disclosed on the
Consolidated Statement of Financial Position.

Short-term investments include guaranteed investment certificates and
mutual funds maturing at various times during the next fiscal year. These
investments are recorded at cost.

The Band carries a number of financial instruments. Unless otherwise
noted, it is management’s opinion that the Band is not exposed to significant
interest, currency or credit risks arising from these financial instruments.

Interest income on loans receivable and on funds held in trust are recorded
as revenue when received by the Band.

Revenue is recognized as it becomes receivable under the terms of
applicable funding agreements. Revenue received under the funding
arrangements which relates to a subsequent fiscal period is reflected as
deferred revenue in the year of receipt and classified as such on the
Statement of Financial Position.

Taxes are recorded at estimated amounts when they meet the definition of
an asset, have been authorized and the taxable event occurs. For property
taxes, the taxable event is the period for which the tax is levied. As taxes
recorded are initially based on management's best estimate of the taxes that
will be received, it is possible that changes in future conditions, such as
reassessments due to audits, appeals and court decisions, could result in a
change in the amount of tax revenue recognized. Taxes are recognized net
of an allowance for anticipated uncollectable amounts.

Taxation arrears and interest revenue are recognized at the time of issuing
overdue property tax notices to the rate payers for the fiscal year based on
the time overdue.

Rental revenue is recognized when the services are provided to tenants,
and collection is reasonably assured. When rental payments are received
in advance of contracted services, the Band records this as deferred
revenue.

10




March 31, 2018

Penticton Indian Band
Notes to the Consolidated Financial Statements

1. Summary of Significant Accounting Policies (continued)

Revenue Recognition (continued)

Use of Estimates

Segmented Information

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 the transfer
stipulations give rise to a liability. Transfer revenue is recognized in the
statement of operations as the stipulation liabilities are settled.

The preparation of financial statements in accordance with Canadian public
sector accounting standards requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities at the
date of the financial statements, and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from
management's best estimates as additional information becomes available
in the future.

Penticton Indian Band is a First Nation organization that provides a wide
range of services to its members including social, education, health,
housing, public works and economic activities. For management reporting
purposes, the Band's operations and activities are organized and reported
by fund. Funds were created for the purpose of recording specific activities
to attain certain objectives with special regulations, restrictions or limitations.
Services are provided by programs and their activities are reported in these
funds. Certain programs have been separately disclosed in the segmented
information, along with the services they provide, and are detailed in the
Schedule of Segmented Operations.

Administration Services
The Administration Services program provides administration support to

other band operated programs and services.

Social Development
The Social Development program provides financial benefits and services to
individuals and families, resident on reserve, who are in need.

Education
The Education program provides services to eligible First Nations students

enrolled in elementary/secondary education programs and eligible post-
secondary education programs.

Forestry
The Forestry program is a management initiative that includes monitoring

and enhancement projects.

Community Health
The Band provides health programs and services under an agreement with
First Nations Health Authority, and the Province of British Columbia.

"



Penticton Indian Band
Notes to the Consolidated Financial Statements

March 31, 2018

1. Summary of Significant Accounting Policies (continued)

Segmented Information (continued)
Housing
The Housing program provides on-reserve housing to eligible members
under the CMHC housing programs for First Nations.

Land, Estates and Memberships Program
The Land, Estates and Memberships program negotiates and implements
land claim and self-government agreements on behalf of the Band.

Public Works

The Public Works program is responsible for the construction and
maintenance of public spaces within the community and includes the
Penticton Indian Band Utilities Limited Partnership (PIBULP).

Economic Development Program

The Economic Development program provides planning and capacity
development initiatives under agreements with the Province of British
Columbia.

Okanagan Nation Family Intervention and Services Society (ONTEH)
The ONTEH program is a Band-run organization that operates a transition
house.

Penticton Indian Band Development Corporation (PIBDC)
The PIBDC program is a Band-run organization that invests in development
opportunities.

12



March 31, 2018

Penticton Indian Band
Notes to the Consolidated Financial Statements

Tangible Capital Assets
and Amortization

Tangible capital assets are not available to discharge existing liabilities and
are held for use in the provision of goods and services. They have useful
lives extending beyond the current year and are not intended for sale in the
ordinary course of operations.

Tangible capital assets are valued at acquisition cost less accumulated
amortization. Cost includes all costs directly attributable to acquisition or
construction of the tangible capital assets including transportation costs,
installation costs, design and engineering fees, legal fees and site
preparation costs.

Amortization is charged against tangible capital assets based on the
estimated useful life of the asset as follows.

- Automotive equipment - 10-20% straight line

- Buildings - 5% straight line

- Equipment - 20% - 50% straight line
Infrastructure - 15-80 years straight line

- Land improvements - 5-20% straight line
l.easehold improvements - 5 years straight line

Tangible capital assets under construction, development or that have been
removed from service are not amortized until they are available to be put
into service.

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

Contributed tangible capital assets are recorded at their fair value on the
date of contribution, except in unusual circumstances where fair value
cannot be’ reasonably determined, in which case they are recognized at
nominal value.

13



Penticton Indian Band
Notes to the Consolidated Financial Statements

March 31, 2018

2. Cash and Short-term Investments

(Restated-
Note 22)
2018 2017
Consists of:
Cash $ 2,108,774 $ 1,796,880
Term deposits 106,273 106,171
Mutual funds 6,035,625 2,923,299
$ 8,250,672 $ 4,826,350
Restricted
Ottawa trust funds $ 48,632 $ 22,670
Social housing reserves (Note 14) 1,071,397 1,019,016
Band capital trust funds 2,710,699 687,384
Band revenue trust funds 1,170,460 552,158
Capital contingency fund 807,300 529,235
Stabilization fund 275,770 135,507
6,084,258 2,945,970
Unrestricted 2,166,414 1,880,380

$ 8,250,672 $ 4,826,350

Term deposits consist of three one-year cashable GICs at rates varying from 0.5-0.75% per annum,
maturing June 2018 (0.5-0.75% at March 31, 2017).

In 2004, the Band removed their funds from the Ottawa trust funds and have set up a separate trust
fund account administered by the Band Council. The amount remaining in this fund represents the
interest earned in the fiscal year that transfers to the Band on April 1 of each year.

Band capital trust funds are funds earned from sale of natural resources, and government transfers
that are internally restricted for use towards future capital projects.

Band revenue trust funds are funds received from government business enterprises in the form of
profit shares, and government transfers that are internally restricted for use as determined by the
Chief and Council.

The capital contingency fund is designed to be used as designated by Chief and Council from time
to time for extraordinary capital expenditures which benefit or service rate payers and requires an
annual contribution of up to ten percent (10%) of the annual gross taxes.

The stabilization fund is designed to hold any surplus monies remaining in the taxation fund at the
end of the fiscal year as specified in the Expenditure By-law Annual Budget Schedule, and may be
applied towards the operation and administration costs for the next fiscal year.

14



Penticton Indian Band
Notes to the Consolidated Financial Statements

March 31, 2018

3. Funds Held in Trust
As at March 31, funds were held for Penticton Indian Band as follows:
2018 2017
Lawyer's Trust $ 288,706 $ 286,386
A financial institution holds $77,433 (2017 - $77,433) on deposit for minor band members. This
amount is not included in these financial statements.
A law firm holds $4,800,000 (2017 - $-) in trust for the Band until such time as a specific Real Estate
Partnership Agreement has been renegotiated. This amount is not included in these financial
statements.
4, Accounts Receivable
2018 2017
First Nation Education and Steering Committee $ 111,842 $ 62,702
Indigenous and Northern Affairs Canada 60,697 508,615
Trade 1,578,437 752,140
Property taxes 422,849 314,112
Rent receivable 727,887 711,710
Canada Mortgage and Housing Corporation 283,803 27,802
Skaha Hills Limited Partnership 1,721,389 3,460,673
Allowance for Doubtful Accounts (698,084) (719,713)
Net accounts receivable $ 4,208820 $ 5,118,041
5. Loans Receivable from Band Members
2018 2017
Members' loans receivable $ 84,473 % 115,691
Loans receivable from Band Members are non interest bearing, unsecured, and due on demand.
6. Accounts Payable and Accrued Liabilities
2018 2017
Trade payables $ 2,391,902 $ 5,057,323
Accrued liabilities 154,048 115,566
INAC Funding Surplus 17,331 -
Accrued salaries and employee benefits payable 331,897 324,204

$ 2,895178 3 5,497,093

156



Penticton Indian Band
Notes to the Consolidated Financial Statements

March 31, 2018

7. Debt Reserve Fund - First Nation Finance Authority
The Penticton Indian Band has the option to issue its long-term debt through the First Nation
Finance Authority ("FNFA"). As a condition of borrowing, 5% of the gross debenture proceeds are
withheld by the FNFA as a debt reserve fund. The debt reserve fund is invested by the FNFA and
interest earned and expenses incurred are reported annually to the Band. If at any time the FNFA
does not have sufficient funds to meet payments or sinking fund contributions due on its obligations,
the payments will be made from the debt reserve fund. Details of cash deposits held in the debt
reserve fund are as follows:
Debt Reserve Fund - Cash Deposits 2018 2017
$ 574,171 § 434,812
8. Deferred Revenue
2018 2017
$ - $ 9,333
9. Property Tax Collected for Other Governments
The Band collects taxation revenue on behalf of other entities for government services as follows:
2018 2017
BC Assessment Authority $ 15,835 $ 19,622
Regional District Okanagan-Similkameen 62,998 50,391
Hospital 92,528 72,005
Sewer 30,986 32,536
Library 22,935 42,912
Fire protection 190,374 151,802
$ 415,656 $ 369,268
10. Property Taxes
2018 2017
Gross property taxation revenue $ 1,539,290 $ 1,242,905
Less: Home owner grants (325,055) (289,322)
Net property taxation revenue $ 1,214,235 $ 953,583

16



Penticton Indian Band
Notes to the Consolidated Financial Statements

March 31, 2018

11.

Line of Credit

Penticton Indian Band Development Corporation has a line of credit for up to $300,000 with a
variable interest rate of 3.2% per annum at March 31, 2018, which has been guaranteed by the
Band. Required monthly payments consist of interest only. At March 31, 2018, the balance owing
was $245,000.

The Bank has also provided a line of credit to a maximum of $400,000, bearing interest at the bank's
prime rate plus 0.8% per annum and secured by a general security agreement providing a floating
charge over band receivables.

The Bank has also provided Penticton Indian Band Development Corporation with a line of credit for
up to $1,000,000 with a variable interest rate of prime plus 0.5%, which has been guaranteed by the
Band. Required monthly payments consist of interest only. At March 31, 2018, the balance owing
was $683,657.

17
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Penticton Indian Band
Notes to the Consolidated Financial Statements

March 31, 2018

13. Long-term Debt

2018 2017
Operating Fund
Term loan - repayable at $4,238 monthly, including interest at
3.78% per annum, maturing March 2019. $ 350,408 3 387,298
Capital Fund
Demand loan - repaid during the year. - 5,690
Demand loan - repayable at $350 monthly, including interest at
prime plus 1% per annum, maturing December 2018, secured
by specific asset. 31,365 34,267
Demand loan - repayable at $3,894 monthly, including interest
at 3.84% per annum, due on demand, maturing March 2020. 89,722 132,089
Interim Financing - interest only payments at 3.35% per
annum. 2,578,000 -
Demand loan - repayable at $468 monthly, including interest at
3.16% per annum, maturing June 2019, secured by specific
asset. 6,856 12,207
Demand loan - repaid during the year. - 2,275
Demand loan - repaid during the year. - 10,850
Term loan - repayable at $10,275 monthly, including interest at
3.97% per annum, maturing October 2018, 1,496,150 1,558,687
Term loan - repayable at $39,113 monthly, including interest at
3.79% per annum, maturing June 2024. 7,826,558 7,993,849
Social Housing Fund
Mortgage - repayable at $2,767 monthly, including interest at
1.83% per annum, maturing November 2019. 54,465 86,360
Mortgage - repayable at $2,721 monthly, including interest at
1.11% per annum, maturing January 2021. 91,029 122,482
Balance carried forward $ 12,524,553 $ 10,346,054
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Penticton Indian Band
Notes to the Consolidated Financial Statements

March 31, 2018

13. Long-term Debt (continued)
Balance brought forward $ 12,524,553 $ 10,346,054

Social Housing Fund (continued)

Mortgage - repayable at $1,409 monthly, including interest at

1.82% per annum, maturing September 2019, 129,440 143,855
Mortgage - repayable at $2,390 monthly, including interest at
1.04% per annum, maturing October 2020. 209,023 235,382
Mortgage - repayable at $1,214 monthly, including mterest at
1.31% per annum, maturing June 2022.. 183,330 195,423
Mortgage - repayable at $2,504 monthly, including interest at
1.30% per annum, maturing December 2021, 286,133 312,163
Mortgage - repayable at $2,246 monthly, including interest at
0.94% per annum, maturing September 2020. 434,886 457 647
Mortgage - repayable at $7,914 monthly, including interest at
2.40% per annum, maturing October 2018. 1,539,408 1,596,862

$ 15,306,773 $ 13,287,386

All Social Housing mortgages are secured by a ministerial guarantee from INAC.

Principal repayments on long-term debt for the next five years and thereafter are estimated as

follows:

2019 $ 6,461,079
2020 441,483
2021 801,039
2022 371,378
2023 383,303
Thereafter 6,848,491

$ 15,306,773
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Penticton Indian Band
Notes to the Consolidated Financial Statements

March 31, 2018

14.

Housing Reserves

2018 2017
Replacement reserve $ 504,068 $ 479,328
Operating reserve 835,791 772,662

$ 1,339,859 $ 1,251,990

Under the terms of the agreement with CMHC, the Replacement Reserve account is to be credited
in the amount of $43,380 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 CDIC or as
may otherwise be approved by CMHC. Withdrawals are credited to interest first and then principal.

Under the terms of the agreement with Canada Mortgage and Housing Corporation, the Operating
Reserve account is to be credited with any surplus amount in phase 7 to 14, based on the minimum

rent calculation.

As at March 31, 2018 the housing reserves are underfunded by $269,462 (2017 - $232,974).

15.

Federal Assistance Payments

The Social Housing Fund receives federal assistance through CMHC to reduce mortgage interest
expense to 2% to enable the project to provide housing to low income individuals. The amount of the
assistance received for the year ended March 31, 2018 was $263,000 (2017 - $201,941), and this
amount is included in CMHC revenue on the statement of operations.

16.

Related Party Transactions

During the year, transactions with business entities which the Band owns and controls, and that are
not disclosed separately in these financial statements are as follows:

(@) Royalties revenue received of $548,113 (2017 -$371,449) from Westhills Aggregates
Limited Partnership

(b) Purchases for services of $1,770,206 (2017 - $459,927) from Westhills Aggregates
Limited Partnership.

These transactions are in the normal course of operations and are measured at the exchange value,
which is the amount of consideration established and agreed to by the related parties. The
transactions not in the normal course of operations are recorded at the carrying amount.
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Penticton Indian Band
Notes to the Consolidated Financial Statements

March 31, 2018

17. Contingencies

The Band has sued the Canadian Pacific Railway and Canada for the return of land to reserve
status that was taken from the Reserve for railway purposes and have now ceased to be used for
that purpose. The Band is actively negotiating a settlement that would see most of the lands
returned to the Band's Reserve.

Various lawsuits have been filed against the Band for incidents which arose in the ordinary course of
business. In the opinion of management and legal counsel, the outcome of the lawsuits, now
pending, is not determinable. Should any loss result from the resolution of these claims, such loss
will be charged to operations in the year of resolution.

18.

Economic Dependence

Penticton Indian Band receives approximately 40% (2017 - 50%) of its revenues pursuant to a
funding arrangement with Indigenous and Northern Affairs Canada (INAC).

1.

Loan Guarantees

The Penticton Indian Band has guaranteed a line of credit for a Limited Partnership in the Resources
business for up to $100,000 with an interest rate of prime + 1%. At March 31, 2018 the facility was
unused. The Band has guaranteed an additional revolving facility for the Limited Partnership for up
to a maximum of $500,000 which is available through a series of term loans with an interest rate of
prime +1% of which $500,000 was available at March 31, 2018. These loans are secured by a first
ranking interest in all personal property of the Limited Partnership, and Penticton Indian Band, in
addition to a general guarantee and postponement of claim in the amount of $1,000,000.

The Band has also guaranteed an operating line of credit on behalf of a Limited Partnership in the
Tourism business in the amount of $50,000 and has also provided a general security agreement and
postponement of debt for this amount.

A Limited Partnership in the Real Estate business has a credit facility in the amount of $8,750,000,
of which the Band has provided a guarantee in the amount of $1,750,000 at a rate of prime plus 1%
and has also provided a general security agreement and postponement of debt for this amount. The
loan is secured by a mortgage and assignment of rents on the property under development. At
March 31, 2018 $3,640,946 is available to be drawn on the credit agreement, the Band's portion of
which is $728,189.

INAC has provided ministerial loan guarantees to various financial institutions for certain loans to the
Band and individual band members. The Band is contingently liable for these loans and has
provided repayment agreements to INAC in the event of default.
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March 31, 2018

Penticton Indian Band
Notes to the Consolidated Financial Statements

20. Band Owned Entities (continued)

Nature of Business

Real Estate

This is a Partnership that is established under the laws of British Columbia
and is engaged in the business of land development. Penticton Indian Band
has a 20% interest in the Partnership.

Resources

This line of business consists of two Partnerships that are both established
under the laws of British Columbia. One of the partnerships is engaged
in the operation of gravel sales and the other one is engaged in the sale of
logs. .

Tourism

This line of business is a Partnership that is established under the laws of
British Columbia and is engaged in the business of recreational water sport
activities.

Other

Includes four corporations that are incorporated under the laws of British
Columbia. The individual operations of these companies are insignificant
and are therefore shown together.

21. Pension Plan

The Band and certain of its employees contribute to the Penticton Indian Band Pension Plan (the
“Plan”). The Plan is a defined contribution plan. Capri Insurance administers the Plan through Great
West Life, including the payment of pension benefits on behalf of the employer and employees in
accordance with the federal legislation.

During the year, the Band paid $198,591 (2017 - $153,614) to the Plan on behalf of its employees.

22. Comparative Figures

Certain comparative amounts presented in the financial statements have been restated to conform
to the current year's presentation.
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Penticton Indian Band
Notes to the Consolidated Financial Statements

March 31, 2018

23. Budget

The Band Council Budget Resolution adopted by Council was not prepared on a basis consistent
with that used to report actual results (Public Sector Accounting Standards). The budget was
prepared on a modified accrual basis while Public Sector Accounting Standards require a full accrual
basis. Further the budget was approved on a quarterly basis. The budget figures anticipated use of
surpluses accumulated in previous years to reduce current year expenditures in excess of current
year revenues to nil. In addition, the budget expensed all tangible capital expenditures rather than
including amortization expense. As a result, the budget figures presented in the statements of
operations and change in net financial assets represent the Budget adopted by Council with
adjustments as follows:

2018

Budget Bylaw deficit for the year $ -
Add:

Capital expenditures 4,777,256
Less:

Budgeted transfers from accumulated surplus (5,040,471)

Admin revenue (563,895)

Budget deficit per statement of operations $ (317,110)

26




March 31, 2018

" Penticton Indian Band

Notes to the Consolidated Financial Statements

24. Statement of Expenditures by Object

Advertising and promotion
Amortization

Bad debts (recovery)

Bank charges

Contract services

Community outreach

Direct social assistance
Honoraria

Insurance

Interest on long-term debt
Loan and lease payments
Materials, supplies and services
Office

Professional fees

Repairs and maintenance
Salaries and benefits

Student allowances and tuition
Telephone

Travel and meetings

Utilities

Vehicle

Workshops, seminars and training

Total expenditure for the year

2018 2017
2,710 3,310
1,695,021 1,641,042
(69,108) 121,962
79,985 58,556
977,812 743,056
66,300 50,272
931,954 817,603
176,795 227,938
164,264 154,725
481,765 467,091
44,411 54,798
402,665 563,463
109,685 130,746
925,184 1,244,298
259,339 219,234
5,538,806 4,896,786
1,471,482 1,574,922
71,297 73,014
217,854 220,054
218,388 254,422
50,133 60,519
215,490 251,716

$ 14,032,232 $ 13,829,527
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