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CHARTENED ACCOUNTANTS

389 Connell Street, Suite 200 Telephone (506) 325-2101
Woodstock, New Brunswick Fax (506) 325-9675
E7M 5G5S

Independent Auditor's Report

To the Members of
Eel Ground First Nation

We have audited the accompanying consolidated financial statements of Eel Ground First Nation, which
comprise the consofidated siatement of financial position as at March 31, 2014, and the
consolidated statements of operations, change in net debt and cash flows for the year then ended, and &
summary of significant accountmg policies and other explanatory information.

Management's Responsibility for the consolidated Financial Siatemnents

Management is responsible for ths preparation and fair presentation of these consolidated finameial statements
in accordance with Canadian pubhe sector accounting standards, and for such internal control as management
determmes is necessary to enable the preparution of consolidated financial staterments that are free from

material misstatement, whether due to fraud or ervor.

Auditor’s Responsibility
Our responsibility 1s 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 misstaternent.

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 materiai misstatement of the consolidated financial statements, whether due 1o fraud
or error. In making those nsk assessments, the auditor considers internal control relevant to the First Nation's
preparation and fair presentation of the consolidated financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressiog an opinion on the effectiveness
of the First Nation's internal control. An audit also includes evaluating the appropriateness of accounting
pohicies used and the reasonableness of accounting estimates made by management, as well as evaluating the
overall presentation of the consohidated financial statements.

We beheve that the audst evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opimon.

Opinion
In our opinion, the consofidated financial statements prescnt fairly, in all matetial respects, the financial

position of E¢l Ground First Nation as at March 31, 2014, and the results of its operations, the changes in its
net debt and its cash flows for the year then ended in accordance with Canadian public sector accounting

standards.

L;... L,_ N‘ (n..-. + Aﬂa{!c’tf
Chartered Accountan(s

Woodstock, New Brunswick
October &, 2014
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EEL GR FIRST NATION

CONSCLIDATED IENT OF MCLAL PO h
MARCH 31,2014
2014 2013
Financial Assets
Cash {Note 6) $ 1433600 $ -
Restricted cash (Note 2) 202,376 151,667
Accuunts receivable (Note 3) 1,893,364 1,585,285
Trust funds held by Federal Government (Note 4) 87,391 85,260
Investrment in Natuaganek Commercial Fishery Cooperative Lig,
{Nots 5) 236,187 _ 353,724
3852918 2,175,936
Liabilities
Bank indebtedness (Note 6) - 892.895
Accounts payable (Note 7) 1,123,128 1,445,858
Deferred revenue (Note 8) 3,262,578 . 128,723
Long-term debt (Note 9) 5,540,944 5,586,363
9,926,647 %,053,839
Net debt (6,073,729) (5,877,903)
Non-financial Assets
Tangible capital assets (Note 11) 17,129,195 15,849,275
Propaid expenses (Note 13) 36,517 18,556
17,168,712 15,867.831
Accumulated Sumlus : § 111091& § 0.989.928
Ground First Nation 7
» Chief MM Councillor
Councillor . Councillgr
, Councillor , Councilier
, Councillor, , Councillor
, Councillor. Councillor

The accompanying notes are an integral part of the financral statements
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2014 2014 " 2013
Budget Actual Actual

Surping $ (353070) $ 1,102,055 §  (9.669)
Acquisition of tangible capital assets - A3031,194) (1.357.955)
Amortization of tangible ::npml! assets 687,566 751,274 687,566

687,566 (1,279,920) (670,389)

Acquisition of prepaid asset

- (17,961) 5,597

Increase in net financial assets

Net debt at beginning of year

329496  (195826)  (674,46))

(5:877.903)  (5877,903)  (5,203,442)

Net debt at end of year

$ (5,548,407) $ (6,073,729) $(5.877,903)

The accompanying notes are an integral part of the financial statements
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EEL GROUND FIRST NATION
OF OPERATION:
FQ EN 4
2014 2014 2013
_Bodpet - Actual Acual
Revenue
Aboriginal Affairs and Northern Development § 5803463 § 10545156 $ 6,178474
Health Canada 905,118 B49,004 881,320
Rental 200,000 623,528 521,354
Fisherics operations 335,080 606,062 $17.021
Crown land forestry operations 180,000 863,218 484,707
Canada Mortgage and Housing Corporation 134,300 211,252 234,808
Other 1,736,501 2,157,616 2.123.627

Deferred revenue, closing school construction (2,342,010) -
Deferred revenue, closing water praject - (750.327) -

9304962 12763499  10.541.33)

Expenditures
Social Dev¢lopment 1,986,990 1,855,601 1,661,052
Child Maintenance 528,500 571419 703,392
Community Development 1,019,724 2,036,439 2,183,153
Commumity Infrastructure 405,705 458,439 440,426
Housing and Capital Projects 304,964 713,037 681,732
Band Administration 732478 876,718 949,023
Education 1,689,900 1844278 1,879,026
Child and Family Services 789,612 707,788 335,885
Public Safety $9,053 90,153 95,163
Community Health 954,255 1,082,197 759,611
Youth Home 390,425 381,541 394,110
Assisted Living 173,868 177,773 175,439
9,065,466 10,792,633 10.458.012
Surplus before other items 329,496 1,970,866 483,319
Other items
Amortizution (GB7,566) {751,214) (687,566)
Equity of Natvaganek Commercial Fishery Coop . _(117,537) 194,578
(687,566 11 492
Surplus (deficit) (358,070) 1,102,055 (9,669)
Accumulated sarplus at beginning of year 9,989,928 9,989,928 9.999.597
Accomulated sumus at end of year $ 9631858 3 llﬁl& § 99800928

The accompanying notes are an wntegral part of the financial stalements
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GROUND FIRST N
FORTHEY CH 31,2014
2014 2013
Actun) Actual
Cash flowy fram
Operating activities
Surplus (defice) $ 1,102,055 $ (9,669)
Tiems not affecting cash
Amortization expense 751,274 687,566
1,853,329 677,897
Change in noni-cash opersting working capital
Accounts receivable (308,079) 105417
Prepaid expenses (17,961) 5.597
Trust funds held by Federal Government (2,131) (26.598)
Accounts payable (322,733) 662,239
Deferred revenue 3,133,855 123,723
Investment in Natiaganek Commercial Fishery Cooperative Led. 117, (194,578)
4,453,817 1,353,697
Capital activities
Acquisition of tangible capital assets {2.034,194) (£,357,955)
Disposal of tangible capital assets 3,000 -
£31,194) (1,357.955)
Financing activities
Repayment of long-term debt . (388,513) (411,597
Proceeds of long-term debt 343,094 513.842
(45419) 102,245
Increase In cash and cash equivalents 2377204 97987
Cash and cash equivalen of year (741,228) (839.215)
Cash and cash end of - $ 1635976 $_(741,228)
Represented by
Cash $ 1,433,600 $ .
Bank indcbtedness - (892.895)
Restricted cash - 202,376 151,667

(] $ 41,228

The accompanying notes are an integral part of the financial stazements
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1. Basis of Presentation apd Significant Accounting Policies

These financial statements are prepared in accordance with Canadian public sector accounting standards
for governments as recommended by the Public Sector Accounting Board of the Canadian Instiute of

Chartered Accountants.

(2) Reporting entity

The consolidated financial statements of Ee! Ground First Nation reflect the assets, lisbilities,
revenues, expenditures, changes in net debt and accumulated surplus of the reporting entity. The
reporting entity is comprised of the organizations accountable for the administration of their affairs
and resources ta the Chuef and Council or controlled by band, Inter-fund and inter-corporate balances
and transactions have been ehiminated. The entities included in the consolidated {inancial statements

are as follows;

1. Eel Ground Education Committee Inc,
2. Eel Ground Youth Home Inc.
3. Natuaqanek Commercial Fishery Cooperatrve Ltd.

(b) Cash and cash equivalents

Cash and cash equivalents include cash on hand, balances with banks net of bank overdrafts and term
deposits having a matunty of one year or less at acquisition which are held for the purpose of
mecting short-term cash commitments,
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GR ATION
N NSOLIDATEL CIAL STATE S
MARCH 31, 2014

1. BRasis of Presentation and Significant Accounting Policies (continued)
(c¢) Principles of consolidation

All controllcd entities are fully consolidated on a ling-by-Ime basis except for Natuaganek
Commercial Fishery Cooperative Ltd. which meet the definition of government business enterprise.
This enterprise is included 1n the consolidated financ:al statements on 2 modified equity basis.

Consolidation Method

This method combines the accounts of distinct organizations. It requires uniform accounting policies
for the organizations. Inter-organizational balances and transactions are eliminated under this

method, This method reports the organizations as if they were one organization.

Modified Equity Method

This method is used for commercizl enterprises which meet the definition of government business
coterptises. Government business enterprises have the power to contract in their own name, have the
financial and operating authority to carry on a busmess, sell goods and services to customers oulside
the First Nation as their principle activity, and that can, in the pormal course of operations, maintain
operations and meet liabilities from revenues recerved from outside the First Narion government. The
modified equity method reports a commercial eaterprise’s net assets as an investment on the
Consolidated Statement of Financial Position. The net income of the commercial enterprises is
reported as equity earmnings (1oss) on the Consolidatad Statement of Operations, Inter-organizational
transactions and balances are not eliminated. All gains or losses arising from inter-organizational
transactions betwesen commercial enterprises or other First Nation organizations are eliminated, The
accounting policies of commercial organizations zre not adjusted to conform to those of the First

Nation.
v (d) Net debt

The First Nation's financial statcments are presented 50 as to highlight net debt as the measurement
of fmanciai position. The nct debt of the First Nation is determined by its Liabilities Jess us financial
assots. Net debt is comprised of (w9 components, non-financizl assets and accumulated surplus.
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T N, C
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Basis of Presentation and Significant Acconnting Palicies (continued)

(e) Tangible Capital Assets

0

Tangible capital asscts (TCAs) are jtzms that can be physically touched, are used to provide First
Nation services, are used for First Nation administration purposes or are used for the construction
and/or maintenance of other TCAs owned by the First Nation, will be useful for a perod greater than
one year and will be used by the First Nation on a regular basis,

Certain tangible capital assets, Including but not limited to housing as weft as roads and
infrastructure, have been recorded at a nominal amount of $1 as specific historical data was not
available, Whereas all such asscts are amortized over a period not longer than twenty five years, it is
management's opinion that all assets acquired prior 10 1988 would now be fully amortized.

Tangible Capital Assets are recorded at cost, which includes all amounts directly anributable 1o
acquisition, construction, development or betterment of the asset. and are amortized on the straight-
line (computers and water and sewer) or declining balance method over their estimated useful lives,
Amortization begins in the year acquired, Current descriptions and applicable rates are as follows::

Community buildings 4%
Vehicles 0%
Computers 2 years
Furniture and equipment 20%
Paving 8%
Water and sewer 25 years
Subdivision 4%
Vessels I5%
Pisheries licenses 7%
Housing 5%
Revenue Recognition .

Revenues are recognized in the pedod in which the transaclions or events occurred that gave rise to
the revenues. All revenues dre recorded on an accrual basig, except when the accruals cannot be
determined with 3 reasonable degree of certainty or when their estimation is impracticable,

Government Lransiers (both operating and capital) are recognized as revenues when the transfer 18
authorized and any ¢ligibility criteria are met, except (o the extent that transfer stipulations give rise
to un 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 cecognizad in the statement of
operations as the stipulation liabilities are settled.

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

Revenue related to fees or services received in advance of the fee being eamed or the service 18
performed is deferred and recogmized when the fee is eamed or service performed.

To:g16026816237 Pagel3/43
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EEL GROUND FIRST NATION
NOTES TQ CONSOLIDATED FINANCIAL STATEMENTS
MARCH 31,2014
1. Racis of Presentation and Significant Accounting Policies (continued)

(g) Expense recognition

Expenscs arc recorded on the accrual basis as they are incurred and measurable based on receipt of
goods or services and obligation to pay.

(h) Use of Estimates

The preparation of financial statemenis 1n accordance with Canadsan generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amount
of assets ang liabilities and disclosures of contingent assets and liabilties at the date of the financial
siatements and the reported amounts of revenue and expenses during the reporting period. These
estimates are reviewed periodically and are réported in samings in the period in which they become
known. Actual results could differ from those esttmates.

() Asset classification

Asscts are ¢lassified as either financial or non-financial. Financial asseta are assets that conld be used
to discharge existing liabilites or finance future operations. Non-financial assets are acquired,
constructed or developed assets that do not provide resources 1o discharge existing labifities but are
employed to deliver govemment services, may be consumed in normal operations and are not for
resale. Non-financial assets include tangible capmal assets, prepaid expenses and inventories of

supplies.
() Segment disclosure

The financial statements of Eel Ground First Nation pravide supporting schedules which are
establishcd by program based on government funding provided. The varipus programs have been
amalgamated for the purpase of presentation in the consolidated financial statements, Details of the
operations of ¢ach program are set out i the supplementary schedules for management information

PuUrposcs.
{k) Financia) Instruments

The First Natlon's financial instruments consist of cash, restricted cash, accounts reccivable, bank
indebtedness, accounts payable, deferred revenue and fong-term debt. Unless otherwise noted it is
management’s opinion that the First Nation js not exposed to significant interest, currency or credit

(1) Intangible assets

The First Nation owns fishing licenses which have been acquired without financial consideration and
are therefore aot recorded a5 assets in these financial statements.
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2. Restricted cash

The operating agreements with Canada Mortgage and Housing Corporation require the First Nation to
accumulate reserve funds. These funds are restrieted, and may only be used for purposes approved by

Canada Mortgage and Housing Corporation,

2014 2013
Balance, beginning of year $ 151,667 $ 126072
Deposits 50,709 25,595

2 Mé § 15 1,667

Accounts receivable

2014 2013
Aboriginal Affairs and Northem Developmeat Canada (AANDC) $§ 495815 $ 335363
Advances to Members 361,667 356,341
Other 621,511 392,494
HST Recoverable 43,322 47,964
Department of Fisheries and Oceans 81,508 146,432
Eel Ground Community Development 284,744 296,691
Heaith Canada 2,000 .

- 1 $ 1,385

Trust funds held by Federal Government

Additions
March 31, 2013 (interest) March 31, 2014
Revenue 5 58083 $ 2131 § 80,214
Capital 25177 - 27,1

3 85260 % 2,131 § 87,391

Page:15/43



0CT-08-2014 0842 From: To818026616237 Pegel6r43

§. Investment in Government Business Enterprises

* Nawaganck Commercal Fishery Cooperative Ltd,
2014 Total 2013 Total

Cash $ (10562) § 33215
Accounts teceivable - 32,542
Tangible capital assets 557,386 594,086
Other assets 8495 2500
— et sa 010 S 662343
Accounts payahle $ 249672 § 263,619
Long-term debi 36,728 45,508
Other liabilities 29432 -
Total liabilities 318832 308,619
Equity 236,187 353,724

Total liabilitles amd equity $ ﬂl& $ w

2014 Total 2013 Total

Revenue $§ 213302 § 694912
Expenses 68,369 173,238
Debt servicing 19,119 5,932
Wages and benefits 201,502 297,593
Amortization 41,849 33571
Tolal expenses 355,835 So0,354
Net income - $ (117 $ 194

10
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EEL GROUND FIRST NATION
LIDATEL JAL STA
ARCH 31

6. Bank indebtedness

A demand operating loan has been authorized by the Royal Bank of Canada to 2 maximam of $750,000
and bears interest at prune plus 1.5% per anmum and is secured by a general secunty agreement,

Cash includes funding which was obtained dusing the 13/14 fiscal year from AANDC to be wrilized to
finance construction of a rew school. Unexpended funds are expected to be utilized during the [14/15

fiscal year.

2014 2013
Cash $ 1450,199 $ 63,745
Bank indebtedness (16,599) (956,640)

$ 1433600 $ (892.895)

7. Accounts payable
Remintances for band employee benefits are current as of March 31, 2014.

2014 2013
Trade $ 799,718 $ 955316
Pension plan 33,864 37,003
Wages and payroll deductions 65,082 39,665
Mimister of Finance 211,732 377,265
Accrued interest 12,729 16,519
$ 1,123,125 $ 1.445i858
8. Deferred revenuve
2014 2013
Province of NB - Provincial partnering $ 59,719 $ 1,253
Health program - health services integration fund - 76,678
Playground contributions 18,600 -
FNEII Special education and ncw paths 85,800 50,792
North American [ndigenous Games 1,248 -
Church donations 850 -
NACEC . 4,032 .
Water project 750,327 "
School construction _ 2,342,010 -

$ 3262578 $ 128723

t
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EEL GROUND FIRST NATION

9. Long-term debt
2014 2013

Royal Bank of Canaca

Various mortgages at interest rates from 2.02% 1o 5.85%,

guaranteed by the Minister of Aboriginal Affairs and Northern

Development Canada, These Ioans are refated to CMHC housing

projects and have varying repayment terms and maturity dates. . $ 2,064,273 $ 2515848

Canada Mortgage and Housing Corporation

Vanous mortgzges at interest rates from 1.52% to 2.69%, payable
to CMHC guaranteed by the Minister of Aboriginal Affairs and
Northern Development Canada. These joans are related to CMHC
housing projects and kave varying repayment (erms and maturity
dates, 2391301 1,863,716

Royal Bank of Canada
5.50% demand loan, payable $1,435 monthly plus interest, due
March 2013, secured by school bus - 1,413

Royal Bank of Canada
4,75% demand loan, payable $7,324 monthly including interest, ,
maturity date July 2016, secured by lagoon 193,293 269,999

Chrysier Canada
5.74% loan, payable $443 monthly including interest, due June
2017, secured by vchicle 15,717 20,354

Roysl Bank of Canada
2.77% loan, payable $295 monthly including intcrest, duc February
2008 27,788 30,530

Royal Bank of Canada
5.25% toan, payable $3,051 monthly including interest, maturity
date December 2016, secured by apartment building 485,844 496.503

Royal Bank of Canada

Prime ratc plus 3% demand loan, payable $6,466 monthly plus
interest. due November 2014 362,133 388,000

$ 5540944 5 5,586,363

Each Section 95 housing loan has been guaranteed by Aboriginal Affarrs and Northem Development
Canada.

2
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9. Long-term debt, continned

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

2015 $ 4439
2016 414,375
2017 351,682
2018 312,095
2019 and thereafier 4,018,869

$ 5540944

10. Contingent Liablilities

Esl Ground First Nation hac entarad into contribuion agreemente with varione federal gnvemment
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. The likelihood of compliance
teviews and any potential findings are not determinable as at the date on the anditor's report.

13
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MARCH 31,2014

12. Financisl Instraments Risks and Uncertainties
The First Nation is exposed to the followmng risks m respect of certain of the financial instruments heid:

Credit risk

The financial instruments that potentally subject the First Nation to a significant concentration of credit
risk consist primarily of cash and accounts receivable.

The First Nation maintains cash balances with Canadian chartered banks which is msured by the Canada
Deposit Insurance Corporation up to CDN $§100,000. From time to time, Lthese balances exceed the
federally insured limits and ¢xpose the First Nation to credit risk from concentration of cash, The First

Nution limits this risk by ransacting with reputable financial institutions,

The First Nation does have credit risk in accounts receivable $1,893,364 (2013 - $1,585,285). Credit risk
is the risk that one party to a transaction will fail to discharge an obligation and cause the other party to
incur a financial loss, The First Nation reduces its exposure to credit risk by performing valuations on a
regular basis and creating an allowance for bad debts when applicable. The First Nation derives
substantially all of its revenues and therefore, accounts receivable, from goverament sources. In the
opinion of management, the credit nsk exposure to the First Nation 1s low and is not material,

Liquidity risk

The Finst Nation does have a liquidity risk in the accounts payable and accrued labilities of $1.123,125
(2013 - $1.445.858). Liquidity risk is the risk that the First Nation cannot repay its obligations when they
become due to its creditors, The First Nation reduces its exposure to liquidity risk by ensuring that it
documents when authorized payments become due; maintains an adequate Jine of credit to repay lrade
creditors and maintains a respongible cash position. In the opinion of management, the liquidity risk
exposure i the First Nation is low and is not marerial,

Interest rate risk

The First Nation is exposed to interest rate risk, This risk exists due to interest rate exposure on its bank
indebtedness and cormain term loang, which are varishle hased on the hank’s prime rates. This exposure
may have an efiect on its interest cxpenses in future periods. The First Nation reduces its exposure to
interest rate risk by regularly monitoring published bank prime interest rates which have been relatively
stable over the perivd presented. There arc some loans payable that are at fixed term rates and therefore,
do not affect interest rate risk. The First Nation dogs not use derivative instruments to redoce its exposure
1o interest rate risk, In the opinion ol management Lhe interest rate risk exposure to the First Nation 15 low
and is not material.

15
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EEL GROUND FIRST NATION

13. Prepaid expenses

2014 2013
Social rent $ 6,501 $ 5,230
Insurance 10426 11,293
Election costs 7,000 -
Software - 1,439
Other ‘ 12,590 594
Total 17 $ 18,556

14. Economic Dependence

Eal Ground First Nation received a maior nortion of itz revenues mursuant to a funding arrangement with

Aboriginal Affairs and Northem Development Canada. The continued operation of Lhe First Nation is
dependant on the continuation of this funding arrangement.

15, Expenses by object

2014 2013
Wages and henefits § 2327568 § 4,073,887
Foster care 559318 687.671
Social program payments 1,725,346 1,531,945
Teavel and training 61,517 83,063
Programs and activitics 3,768,614  1.606,855
Transfers w other programs - 147,067
Tuition costs 587,078 511,926
Repairs, supplies and services 778,682 567,762
Interest and bank charges 266,503 277287
Professional services 30,092 93,112
Other 470,918 787,436
Amortization 751,274 687,566

11 907 § 11,145,577
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CHARTERED ACCOUNTANTS

R AL REPORT

To the Chief, Council and Members of E¢l Ground First Nation

We have reviewed the schedules of salaries, honoraria and travel paid to Chief and Council,
salaries and travel paid to senlor management as well as the schedule of Federal Government
FundmgofEchroundFirst Nation for the year ended March 31, 2014. These schedules were

prepared in accordance with the instructions in the Aboriginal Affairs and Northem
Development Canads Year End Financial Reporting Handbook, 2013-2014. Qur review was
made in accordance with Canadian generally accepted standards for revicew engagements and,
_ﬁw_‘ﬂi&g!}f' c’.‘!‘.ﬁ!ﬁ!ﬁd p‘!i'l_!l_ﬂ_'l‘i!y t_\f ‘-.’!ﬁl“.!i!}’, a!'l!l'\l!!l:a! nmrpfl“me nru\' fl|¢nmg¢nn f\-n!m o

information supplied to us by the First Nation.

A review docs not constitute an audit and, consequently, we do not express an rudit opinion on
these schedules.

Based on our review, nothing has come to our atiention that causes us to believe that these
schedules bave not been prepared, in all material respects, in accordance with the instructions in
the handbook described above.

These schedules, which have not been, and were not intended to be, prepared in accordance with
Canadian generally accepted accounting principles, are solely for the information and use of the
members of Eel Ground First Nation and Aboriginal Alfairs and Northern Development Canada
for the purpose of complying with the Aboriginal Affairs and Northern Developrnent Canada
Year End Financial Reporting Handbook, 2013-2014, These schedules were not intended to be
and should not be used by anyone other than the specified users or for any other purpose.

October 6, 2014 L-—Ls. K« koo ies
Woodstock, NB Lenehan MCain & Associates

339 Connell Street | Suite 200 | Woodstock, NB | E7M 5G5 | P: 506.325.2101 | F: 506.325.9675
W: lenehanmecain.ca
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