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Management’s responsibility for financial reporting

The accompanying consolldated financial statements and schedules of the Fort Folly First
Nation and all the Information in this annual report are the responsibllity of management and
have been approved by the Chief and Councll. For a small entity such as Fort Folly First
Nation, there is not a clear line of distinction between manegement and Chief and Council as
Chief and Council act in the capacity of managing the First Nation. As a result, management
and Chief and Council can be considered the same.

The consolidated financial statements and schedules have been prapared by management in
accordance with Canadian public sector accounting standards. Consolidated financial
statements are not precise since they include certaln 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 consolldated financial
statements are presented fairly, In all material respects.

The Band maintains systems of intemal accounting and administrative controls of high quality,
consistent with reasonable cost. Such systems are deslgned to provide reasonable assurance
that the financial informatlon is relevant, reliable and accurate and the Band's assets are
8ppropnately accounted for and adequately safeguarded.

The Band Councll Is responsible for ensuring that management fulfills its responstblilitles for
financial reporting and is ultimately responsible for reviewing and approving the consolidated
financial statements.

The Council meets periodically with management, as well as the external auditors, to discuss
internal controls aver the financlal reporting process, auditing matters and financlal reporting
Issues, to satisfy themselves that each party Is properly discharging their responsibliities, and
to review the annual report, the consolidated financial statements and the external auditor's

report.
The consolidated financlal stalements and schedules have been audiled by Grant Thornton

LLP in accordance with Canadian generally accepted suditing standards on behalf of the
members. Grant Thomton LLP has full and free access to the Council.
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To the Cluef and Council of Fort Folly First Nation

We have audited the accompanying consolidated financial statements of Fort Folly First Nation,
which comprise the consclidated statement of financial position as at March 31, 2014, the
consolidated statements of operations, surplus, changes in net Anancial liabilides and changes in
financial position for the year then ended, and a summary of significant accounting policies and other
explanatory information.

Management's responasibliity for the consolidated financial statements
Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with Canadian public sector accounting standards, and for such internal
control as management determines is necessacy to enable the prepamtion of consolidated financial
statements that are free from material misstatement, whethet due to fraud or crror.

Auditor's responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our
sudit. We conducted our audit in accordance with Canadian generally accepted auditing standards.
Those standards require that we comply with ethical sequirements and plan and perform the audit to
obtain reasonable assurance about whether the consolidated financial statements are free from
matetial misstatement,

An audit involves performing procedures to obtnin 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 crror. In making those risk assessments, the auditor considers
internal control relevant to the Fust Nation’s preparation and fair presentation of the consolidated
financial statements in order to design sudit procedures that are appropriate in the ciccumstances, but
not for the purpose of expressing an opinion on the effectiveness of the First Nation’s intemal
control. An sudit also includes evaluating the appropriateness of accounting policies used and the
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reasonablencss of accounting estimates made by management, as well as cvaluating the overall
presentation of the consolidated financial statements.

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

Opinion

In our opinion, the consolidated financial statements present facly, in all material respects, the
consolidated financial position of Fort Folly First Nation as at March 31, 2014, and the results of its
consolidated operations and changes in consolidated financial position for the year then ended in
accordance with Canadian public sector accounting standards.

Other matter

Our audit was conducted far the purposc of forming an opinion on the consolidated financial
statements taken as a whole. The schedules included on Pages 18 to 2+ are presented for purposes of
additional information and are not a required part of the consalidated financial statements. Such
supplementary information has been subjected to the auditing procedures applied, only to the extent
necessary to express an opinion, in the audit of the consolidated financial statements taken s 2

whole.
g;,.f/ﬂm 7
Truro, Canada
July 30, 2014 Chartered Accountants
Aodi + Tax» Advisary
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Fort Folly First Nation
Consolidated statement of operations and surplus

(Unaudited)
Budget Actual Actual
Year ended March 31 2014 2014 2013
Revenues
Government transfers (Note 2) $ 1,333,630 § 1,079,182 $ 1,180,735
Other revenues (Note 2) 540,000 671,688 538,220
Total revenues 1,873630 1.660.870 1.718.955
Expenditures
Bad debts 3,112 10,037
Bait and other 10,000 8,174 12,263
Basic needs 30,000 21,410 32,985
Brighter futures 7,000 4,501 6,934
Community health program 21,000 4,319 10,765
Cultural education 4,630 11,803 8,640
Depreciation 155,000 125,482 182,248
Diesel fuel - vessels 30,000 34,474 26,922
Economic grants and other 10,000 28,338 11,909
Equipment lease 10,000 11,105 8,858
Fishing supplies 15,000 52,218 18,498
Forestry contracts 30,000 26,244 65,460
Honorarlums 36,000 36,000 36,000
In-home care 6,000 6,570 9,267
Insurance 60,000 66,910 59,059
Interest and bank charges 5,000 6,319 5,358
Interest on long term debt 10,000 9,187 12,628
Office supplies 8,000 10,544 7.266
Professional fees 60,000 65,231 53,261
Repairs and maintenance
Buildings and other 70,000 81,859 94,408
Vessels 40,000 105,687 72,708
Salmon recovery — supplies
and training 76,000 43,765 20,773
Speclal needs 5,000 13,813 16,281
Sundry 20,000 16,678 12,780
Travel and vehicle operating 136,000 90,404 133,190
Tuition 65,000 68,818 40,561
Tutoring and allowances 15,000 6,876 6,796
Utilitles 60,000 62,681 57,067
Wages and benefits 875,000 817,841 800,552
Water testing 7.000 10,169 6865
Total expenditures 1873630 ____1.821613 ____ 1968429
Net expenditures $ - (170,743) (239,474)
Accumulated surplus, beginning of year - 842173 ____ 1,081.647
Accumulated surplus, end of year $ 671430 $ 842,173

See accompanyling notes to the consolidated financial statements




Fort Folly First Nation

Consolidated statement of financial position

March 31 2014 2013
Financlal assets
Cash and cash equivalenis 2403 7,286
Restricted cash
Trust fund 8,107 7.807
Replacement reserve fund (Note 11) 8,000 8,000
Recelvables (Note 3) 295,181 231,854
— 313601 265,047
Financlal liabllities
Payables and accruals (Note 4) 331,107 153,512
Demand loan (Note 5) 14,789 -
Deferred revenue {Note 6) 48,179 48,179
Long term debt — capital (Note 7) 388389 _ 377,282
—_—l82434 578973
Net financlal liabllitles (Page 6) (468743} _____ (323,926)
Non-financlal assets
Tanglble capital assets (Note 8) 1,130,264 1,142,489
Prepalds (Note 8) —_— 9800 _ 23610
— 1140173 ____ 1,166,000
Surplus (Note 10) 671,430 842,173
Contingencles (Note 12)
On behalf of the Band ") /'
(b dgodond . Councllor

Councilor

/

See accompanying notes to the cansolidated financial statements




Fort Folly First Nation

Consolidated statement of changes in

net financial liabilities

(Unaudited)
Budget Actual Aclual
Year ended March 31 2014 2014 2013
Net expenditures % = $___(170,743) $__(239.474)

Acquisition of tangible capltal assets
Depreclation of tangible capital assets
Use of prepald expenses, net

Change in net financial liabllities

Net financial liabliitles, beginning of year
Net financlal Habllities, end of year

$

(20,000) (113,257) (17.674)
155,000 125,482 182,248
135,000 12,226 164,574
— 10000 ____ 13701 ____ 10501
145,000 (144,817) (64,309)
(323,926) (323.926) ___ (259,527)
(178,926) §  (468,743) $  (323,026)

See accompanying notes to the consolidated financial statements




Fort Folly First Nation

Consolidated statement of changes in financial position

Year ended March 31 2014 2013
Operating activities
Net expenditures $ (170,743} $ {230.474)
Depreciation 1
(46,261) (57.226)
Change In non-cash working capital
Receivables (63,327) 47,973
Payables and accruals 177,595 46,124
Deferred revenue - 27,804
Prepalds —13701 10601
— 82708 __ 76176
Capital
Acquisition of tangible capital assets (113.267) (17.674)
Financing
Proceeds from:
Demand loan 14,789 -
Long term debt - capital 36,200 -
Repayment of:
Long term debt - capital (25,123) (23,862)
Long term debt - other - _(33.581)
28866 ___ (57.543)
Investing
Restricted cash and deposils (200) (5,180)
Change In net cash and cash equivalents {4,883) (5,231)
Opening, net cash and cash equivalents __7,288 12,517
Closing, net cash and cash equivalents $ 2403 § 7,266

See accompanying notss to the consolidated financial statements




Fort Folly First Nation

Notes to the consolidated financial statements
March 31, 2014

1. Summary of significant accounting policies

Principles and basis of consolldation

The consolidated financial statements of Fort Folly First Nation (the “First Nation") are the
representations of management prepared In accordance with Canadian accounting standards
for local governments as established by the Public Sector Accounting Board ("PSAB") of the
Chartered Professional Accountants of Canada. Signlficant aspecls of the accounting policles
adopted by the First Natlon are as follows:

Consolldation
These consolidated financlal statements consolidate the assets, abllities and results of
operations of the First Nation's reporting entity.

The varlous funds have been amalgamated for the purpose of presentation In the consolidated
financlal statements. Fort Folly First Nation maintains the following funds and unincorporated
entities:

- The Operating Fund which reporis the general activities of the First Nation administration
including Band support, social services, education, operations capital, operating and
maintenance, economic development, community health and welfare, employment training,
and miscellaneous.

= The Band housing projects which report the soclal housing assets of the First Nation,
together with related activities.

= The Trust Fund which reporis on trust funds owned and controlied by Fort Folly First Nation
and held by third parties.

- Fort Folly Fisheries which reports the First Nalion's commercial fishing operation.

Revenue recognition

Uncondttional and conditional transfers from other governments for operating and capital
purposes are recognized as revenue in the period In which all eligibifity criteria and/or
stipulations have been met and the amounts are authorized. Any funding received prior to
satisfying these conditions Is deferred untii the conditions have been met. When revenus is
received without eligibiiity criteria or stiputations, It ts recognized when the transfer is
authorized

All non-govemnment contributions or grant revenues that are extemally restricted for a specified
purpose are recognized as revenue In the period in which the resources are used for the
purpose or purposes specified. Any extemally restricted revenues not yet used for the purpose
or purposes specified are reported es deferred revenues.

Fishing and forestry revenues are recognized as revenues when product Is sold and when
services are provided if the amounts can be reasonably estimated and collection Is reasonably
assured.

Use of estimates

The preparation of the consolidated financial statements in conformity with Canadian public
sector accounting standards requires the First Nation's management to make estimates and
assumptions that affect the amounts of assets and liabilities and the disclosure of contingent
llabliities at the dats of the consolidated financlal statements and reported amounts of revenue
and expenses during the year. Actual results could differ from those reported. Estimates
include depreciation of tanglble capital assets and allowances on recsivables




Fort Folly First Nation

Notes to the consolidated financial statements
March 31, 2014

1. Summary of significant accounting policles (continued)

Cash and cash equivalents and restricted cash balances
Cash and cash equivalents include cash on hand, balances with banks and term deposits, net
of any bank overdraft. Bank borrowings are considered to be financing activities.

Restricted cash balances include separats restricted cash balances for the Trust Fund and the
Replacement Reserve Fund (See Note 11).

Non financlal assets

Non-financial assets are not avallable to discharge existing llabliities and are held for use in the
provision of services. They have useful lives extending beyond the current year and are not
intended for sale In the normal course of operations. The change in non-financlal assels during
the year, together with the excess of revenues over expenses, provides the consolidated
change in net financlal iiablilties for the year.

Tanglble capital assets

Tangible caplial assets are recorded at cost which Includes ali amounts that are directly
attributable to acquisition, construction, development or betterment of the assets. The cost,
less residual value, of the tangibia capltal assets is amortized on a straight-line basls over the

estimated useful ife as follows:

Housing 4%, stralght-line

Water system 4%, streight-ine
Housing - CMHC Sectlon 95 Debt reduction

Bullding 4%, straight-line

Office equipment 30% & 55%, straight-line
Vehicles 30%, straight-line
Fishing boats 15%, stralght-ine

A half year of depreciation Is charged in the year of acquisition. Assets under construction are
not amortized untll the asset is available for productive use.

Contributions of tanglble capitai assets
Tangible capital assets received as contributions are recorded at falr value at the date of recelpt

and are also recorded as revenue.




Fort Folly First Nation

Notes to the consolidated financial statements
March 31, 2014

2, Revenues 2014 2013
Govemment transfers
Aboriginal Affairs and Northem Development Canada $ 436,680 $ 518,931
Atiantic Salmon Recovery Foundation 20,000 -
Canada Morlgage and Housing Corporation 19,496 40,059
Canada Wildiife 20,000 18,000
Environment Canada 105,000 105,000
Fisheries and Oceans Canada 180,180 213,051
Health Canada 247,774 236,846
Human Resources Canada 3,429 16,305
Parks Canada 24,747 6,050
Province of New Brunswick —_— 29878 25393
1,078.182 1,180,735
Other revenue

AMEC 65,153 48,920
First Nation Education Initiative 17,000 16,305
Fishing 326,679 302,249
Foresiry 30,3687 23,747
North Shore Micmac District Council 62,842 62,842
Rent 14,766 17,508
Sundry 84,871 49,974
Transalta = 17,675

e 571,688 2
$ 1,850,870 $ 1,718,855

3. Recelvables 2014 2013
AMEC $ -8 5434
Canada Mortgage and Housing Corporation 4,000 -
Environment Canada 21,210 12,500
Fisheries and Oceans Canada 129,210 103,382
HST 107,884 67,985
JD Irving 1,600 1,600
Parks Canada - 1,150
Petitcodlac Riverkeeper - 4,450
Other

377 35453
$ 295,181 § 231,854

10




Fort Folly First Nation
Notes to the consolidated financial statements

March 31, 2014

4. Payabies and accruals 2014 2013
Trade payables $ 218,740 $ 80,568
Accruals 16,003 15,507
Penslon payable

— 868364 ___ _ 57.037
$ 331,107 § 153,512

5. Demand ican

The demand loan of $14,789 (2013 — nil) is payable in monthly instaiments of $834 including
principal and interest at 8.49%, amortized to April 2016. As security, the Band Councll has
pledged a vehicle with a net book vaiue of $8,103

8. Deferrad revenue 2014 2013
AANDC
Beginning of year $ 4627 $ 4,627
Funding recelyed - 518,931
Revenue recognized - (519,931)
4,627 4827
Fisheries and Oceans Canada
Baginning of year 43,652 8,400
Funding received - 248,203
Revenus recognized - _{(213.051)
43,552 43,652
Service Canada
Beginning of year - 7,348
Funding recelved - -
Revenue recognized - (7.348)
Total deferred revenue $ 48179 § 48,179

11




Fort Folly First Nation

Notes to the consolidated financial statements

March 31, 2014

7. Long term debt - capital

C.M.H.C. loan, payable in monthiy instalments of $301
including principal and interest at 2.65%, secured by a
Band Council resolution and guarantee from Aboriginal
Affairs and Northern Development Canada, matures
April 2016 and amortized to January 2026.

C.M.H.C. loan, payabie in monthly Instaiments of $347
including princlpal and interest at 1.67%, secured by a
Band Council resolution and guarantee from Aboriginal
Affairs and Northem Development Canada, matures
Aprll 2017 and amortized to April 2027,

C.M.H.C. loan, payabie In monthly instaiments of $304
Including principal and interest at 1.92%, secured by a
Band Council resolution and guarantee from Aboriginal
Affairs and Northern Development Cenada, matures
April 2014 and amortized to March 2029.

C.M.H.C. ioan, payable in monthly instalments of $391
including principal and interest at 2.35%, secured by a
Band Councll resolution and a guarantee from Aboriginal
Affalrs and Northern Development Canada, matures
September 2018 and amortized to September 2033,

C.M.H.C. ioan, payable in monthly instalments of $331
Including principal and interest at 2.87%, secured by a
Band Council resoiution and a guarantee from Aboriginai
Affaire and Northemn Development Canada, matures
December 2014 and amortized to November 2034,

C.M.H.C. loan, payable In monthly Instalments of $360
Including principal and interest at 1.62%, secured by a
Band Council resolution and guarantee from Aboriginal
Affalrs and Northem Development Canada, matures
March 2018 and amortized to February 2033,

Prime pius 2.5% term loan, payable In monthiy principal
instalments of $692 plus interest, maturing October 2015,
As security, the Band Council has pledged specific
equipment having a net book value of $nil.

Ulnooweg unsecured ioan, payable In monthly
instaiments of $1,683 Including principal and Interest
at 10.75% starting July 2014, amortized to May 2016 R

2014

36,716

48,915

47,583

73,412

61,857

70,449

13,128

388,359 $

39,325

62,234

50,322

76,234

64,128

73,607

21,432

377,282

12




Fort Folly First Nation

Notes to the consolidated financial statements
March 31, 2014

7. Long term debt - capital (continued) 2014 2013
Principal repayments In each of the next five years are due as foliows:

2016 $ 37,429
2016 $ 40,273
2017 $ 22,290
2018 $ 17,720
2019 $ 18,264
8. Tangible capital assets 2014 2013
Accumulated Net Net
Cost  Depreciation BookValue  BookValue
Infrastructure and social
Water system $ 247,738 $ 152441 § 95,206 $ 105,205
Land Improvements 7,269 3,636 3,633 3,924
CMHC houses section 85 §67,178 107,387 449,788 466,807
Houses 126,858 31,423 95,536 100,813
Bullding salmon recovery
program 134,547 62,566 74,981 77,363
Main office 291,539 124,748 166,790 178,451
Operational equipment 263,842 241,606 12,036 21,910
Office equipment 142,281 140,273 2,008 2,869
Fence 9,700 9,700 - -
Vehicles 53411 53,471 - 5786
1824318 ___ 927252 ___ 897066 ____ ©62.728
Fisherles
Land 41,439 - 41,439 41,439
Building 181,540 18,233 163,307 81,675
Boats and gear 1,464,170 1,443,820 20,350 56,647
Vehicles 177.850 _169848 ___ 8102 -
__1.865.089 1,631,801 233,188 179,761
$ 36880417 $ 2,559,153 $ 1,130,264 § 1,142,489
9. Prepalds 2014 2013
Prepald insurance $ 1873 $ 12,632
Prepaid employee compensation 3

—— 8036 10978
$ 9,909 $ 23,610

Prepaid employee compensation relates to the last payroil period in March deducted from the
First Nation's bank account. The prepald represents the dollar amount of payroli for this payrol
period that relates to the salarles and wages beyond the year end dats of March 31.

13




Fort Folly First Nation

Notes to the consolidated financial statements
March 31, 2014

10. Surpius
The surplus balance Is comprised of the following: 2014 2013
Operating (Pages 18 and 19) $ (125,793) § 14,059
Replacement Reserve Fund (Page 20) 62,000 55,000
Equity In Trust Fund (Page 21) 8107 _7.907
(55,688) 76,866
Investment in tangible capital assets (Page 22) —_— 27418 765207
$ 671430 $ 842,173
11. Replacement reserve fund 2014 2013

Under the terms of the agreement with the C.M.H.C., the replacement reserve account Is to be
credited in the amount of $7,000 annually. These funds along with accumulated interest must
be held in a separate interest bearing bank account and/or invested only In accounts or
instruments Insured by the Canada Deposlt Insurance Corporation or as may otherwise be
approved by the C.M.H.C from time'to time. No Interest was earmed on the reserve balance
during the year. The funds in the account may only be used as approved by the C.M.H.C
Withdrawals are credited to principal first and then interest. At year end, the funds in reserve
consisted of the following:

Cash $ 8,000 § 8,000

As at March 31, 2014, there was a deficlt of $54,000 in this account.

12. Contingencles

(a) The Band has entered into contribution agreements with various funding agencies, which
are subject to repayment if the Band falls to comply with the terms and conditions of
these agreements,

(b) AsatMarch 31, 2014, the Fort Folly First Nation Is contingentiy liable to Canada
Mortgage and Housing Corporation In the amount of $17,667 (2013 - $28,887) for six
loans to Band members, under the Reslidential Rehabilltation Assistance Program
(RRAP).

(c) The housing projects do not calculate thelr rental income in accordance with sub-
paragraph 2(5) of the operating agreement with C.M.H.C. In eddition, C.M.H.C. may
determine certain expanditures to be not eligible In determining the accumulated
surplus/deficit of the housing projects, if such expenditures are not in accordance with the
agreement. Fallure to comply with the terms and conditions of the agreement could
result In repayment of excess subsidies as well as discontinuance of ali Federal
assistance.

14




Fort Folly First Nation

Notes to the consolidated financial statements
March 31, 2014

13.

Economic dependence

The Fort Folly First Nation receives a major portion of its revenues pursuant to funding
agreements with various government departments.

14.
(a)

(b)

Employee bensfits

The First Nation contributes to a defined contribution plan on behalf of its employees.
The assets of the plan are held separately from those of the First Nation In Independently
administered funds.

Contributions paid and expensed by the First Nation in the current year amounted to
$19,663 (2013 - $21,223).

The First Nation remits Band Employee Benefits on behalf of employees and as of March
31, 2014, the First Nation s up to date on all remittances except for pension cantributions
of which $86,364 (2013 - $67,037) Is outstanding as at March 31, 2014. Management
intends to make all required payments in the upcoming yesr.

13.

Comparative figures

Certaln of the 2013 comparative figures have been reclassified to conform to the financial
statement presentation adopted for 2014.

16
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