VUNTUT GWITCHIN FIRST NATION
NOTES TO THE NON-CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED MARCH 31, 2017

GENERAL

The Vuntut Gwitchin First Nation (the “First Nation”) is a First Nation government located in Old Crow
Yukon Territory in Canada. The First Nation is one of the “first four” First Nations to sign their Finai
Agreement and Self Government Agreement in 1993. The Final Agreement scts out the rights, titles and
interests of the First Nation. The Self Government Agreement sets out the rights of the First Nation to govern
itself. The First Nation provides various government programs and services to its citizens.

BASIS OF PRESENTATION

These non-consolidated financial statements have been prepared by Vuntut Gwitchin First Nation’s (“First
Nation”) management in accordance with Canadian generally accepted accounting principles for public sector
as prescribed by the Public Sector Accounting Board (“PSAB”) of the Chartered Professional Accountants of
Canada.

These financial statements have been prepared on a non-consolidated basis and include financial information
of the First Nation only. The non-consolidated financial statements do not include the First Nation’s equity
investments in businesscs and trusts directly and indirectly owned by the First Nation. 40925 Yukon Inc. has
been carried in the books of the First Nation at cost (see Note 7).

SIGNIFICANT ACCOUNTING POLICIES

a) Cash and restricted cash
Cash and restricted cash are comprised of deposits held with financial institutions and cash cquivalents.
Cash cquivalents are short-term highly liquid investments that are readily convertible to known amounts
of cash and that are subject to an insignificant risk of changes in value.

b) Financial instruments
The First Nation's financial instruments consist of cash and restricted cash, accounts receivable, grants
receivable, loans receivable, portfolio investments, accounts payable and accrued liabilitics and long-term
debts. Unless otherwise noted, it is management's opinion that the First Nation is not exposed to
significant interest, currency, credit or liquidity risks arising {rom these financial instruments. Unless
otherwise noted, the fair value of these financial instruments approximates their carrying value.

c) Inventories
These are inventories held for consumption or use by the First Nation and are carried at cost.

d) Designated assets
These are assets that have been formally designated by the First Nation to indicate the First Nation’s
attention to usc those assets for a specific purpose.
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VUNTUT GWITCHIN FIRST NATION
NOTES TO THE NON-CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED MARCH 31, 2017

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

e)

g

h)

i

J)

Tangible capital assets

Tangible capital asscts are initially recorded at cost and subsequently carried at cost less accumulated
amortization. Costs include the purchase price, direct construction costs and other costs directly
attributable to the acquisition, construction, development and betterment of the assets.

Tangible capital assets arec amortized using the straight-line method over the uscful life of the assets as
follows:

VGFN/CMHC Houses 25 years

Other buildings 25 years

Infrastructure 40 years

Recreation facilities 20 years

Tank farm 20 years

Equipment and furniturc 3-5 years

Vehicles 5-10 years

Construction in progress No amortization until completion
Impairment
Impairment testing is performed whenever events or changes in circumstances indicate that the asset’s
carrying value may not be recoverable. Impairment losses are recognized when undiscounted future cash

flows from its usc and disposal are less than the assct’s carrying amount. Impairment losscs arc charged
against the statement of operations.

Surplus and deferred revenue
All unexpended items of revenue are treated as surplus until such time as the related project is completed.
Unexpended balances of various contribution agrecments with restrictions are treated as deferred revenue.,

Portfolio investments
Thesc are investments by the First Nation in equity instruments that do not form part of the government
reporting entity. These are recorded at cost.

Investment in subsidiaries
Investment in subsidiaries is reported using the cost method whereby the investments are initially
recorded at cost.

Revenue recognition
Funding received under the Financial Transfer Agreement with the Government of Canada is recognized
as revenuc in the year the funding pertains to, as specified in the Agrecment.

Contributions received under the terms of other agreements are recognized as revenue at the time
applications arc approved by the relevant funding agency.

Expenses

The First Nation’s expenses are presented using the segmented format. A scgment is defined as a
distinguishable activity or group of activitics of a government for which it is appropriate to scparately
report financial information to achicve the objectives of the standard.
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VUNTUT GWITCHIN FIRST NATION
NOTES TO THE NON-CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED MARCH 31, 2017

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
k) Retirement benefits
Retirement benefits are charged as an expense in the statement of operations. Defined contribution plans
arc post-employment benefit plans under which the First Nation pays fixed contributions on a voluntary
basis. The First Nation has no obligation to make any further payment once the contributions have been
paid.

[)  Estimates
The preparation of the financial statements in conformity with Canadian generally accepled accounting
principles require management to make estimates and assumptions that affect the reported amounts of
asscts and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements, and the reported amounts of revenue and expenditures during the reporting period. Significant
areas requiring the use of management estimates relate to amortization rates and allowance for doubtful
accounts. Actual results could differ from those reported.

4. RESTRICTED AND DESIGNATED CASH

This account consists of the following:

2017 2016

Restricted cash

Canada Mortgage and Housing Corporation reserves $ 192,070 $ 191,687
Designated cash

Tax Buy-out Fund 88,677 82,992

Oil and Gas 628,894 588,585

Distributions from Vuntut Gwitchin Trust and Business 1,021,227 300,055

Trust

Old Crow Retail Coop Ltd. Loan Subsidy reserve 270,099 300,000

Contingency fund 105,040

$ 2,306,007 $ 1,463,319

Restricted cash
Restricted cash represents resources restricted by agreements with external parties that specify the purposes for
which the resources are to be used.

Canada Mortgage and Housing Corporation (“CMHC”) Reserves

Pursuant to its agreement, the First Nation is required to segregate funds for replacement and subsidy reserves.
The expenditures from these funds are restricted by the terms of the agrecement. Annual allocation of the
replacement and subsidy reserves are charged against CMHC reserves in the statement of financial position

Designated cash
Designated assets represent resources restricted internally by the First Nation. These assets are designated for a
specific purpose as a result of the First Nation’s legislation or resolutions.

Tax Buy-out Fund
These are amounts received from the Government of Canada as compensation for changing certain income tax
cxemptions to taxable status.
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VUNTUT GWITCHIN FIRST NATION
NOTES TO THE NON-CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED MARCH 31, 2017

RESTRICTED AND DESIGNATED CASH (CONTINUED)

Distributions from Vuntut Gwitchin Trust (“VGT”) and Business Trust (“VGBT”)
These are distributions received from VGT and VGBT.

Old Crow Retail Coop Ltd. Loan Subsidy reserve

These are funds allocated by the First Nation to provide for future contributions to Old Crow Retajl
Cooperative Ltd. for funding of monthly loan payment shortfalls in respect of the Old Crow Retail Cooperative
BMO loans.

Contingency Fund

These arc funds allocated by the First Nation against any future possible losses.

ACCOUNTS RECEIVABLE

This account consists of the following:

2017 2016
Duec from Vuntut Gwitchin Trust $ 3,335,089 $ 3,737,981
Due {from Vuntut Gwitchin Business Trust 184,689 184,689
Due from other related partics 21,676 21,676
Due from Old Crow Retail Coop. Ltd. -
Other accounts receivable 638,015 347,589
$ 4,179,469 $ 4,291,935
LOANS RECEIVABLE
This account consists of the following:
2017 2016
40782 Yukon Inc. $ 11,321,355 $ 11,321,355
40925 Yukon Inc. 2,262,059 2,262,059
Yukon Indian Development Corporation 137,628 137,628
$ 13,721,042 $13,721,042
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VUNTUT GWITCHIN FIRST NATION
NOTES TO THE NON-CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED MARCH 31, 2017

LOANS RECEIVABLE (CONTINUED)

40782 Yukon Inc.

40782 Yukon Inc. issued a promissory note in favour of the First Nation amounting to $3,200,000 to fund its
investment in Rivers Edge Partnership. The note is non-interest bearing and has no stated terms of repayment.
40782 Yukon Inc. issued a promissory note in favour of the First Nation amounting to $ 8,121,355 (o fund the
transfer of the tank farm. The note is due on demand, bears no interest and has no specific terms of repayment.

40925 Yukon Inc.

40925 Yukon Inc. issued a promissory note in favour of the First Nation whereby the First Nation replaced its
cquity interest in the residual assets of Vuntut Development Corporation, which were transferred to VGLP,
with the note. The note is non-interest bearing and has no stated terms of repayment.

Yukon Indian Development Corporation (“YIDC”)

The First Nation owns approximately 6% of the outstanding shares of YIDC. The loans receivable consists of
dividends declared by YIDC and subsequently reinvested in YIDC. There arc no stated terms of repayment
existing for this receivable.

PORTFOLIO INVESTMENTS AND INVESTMENT IN SUBSIDIARIES

The portfolio investments consist of the following:

2017 2016
First Nations Bank of Canada, at cost $ 500,002 $ 500,002
$ 500,002 $ 500,002

The First Nation owns approximately 1.7% of the outstanding shares of the First Nations Bank of Canada.
This investment has been recorded at cost.

The investment in subsidiaries consist of the following:
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40925 Yukon Inc., at cost
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This represents the investment in equity of 40925 Yukon Inc. The investment which is100% owned by the
First Nation is recorded at cost.
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VUNTUT GWITCHIN FIRST NATION
NOTES TO THE NON-CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED MARCH 31, 2017

INVENTORIES OF SUPPLIES

Inventories of supplies consist of the following:

2017 2016
Materials $ 955,735 $§ 822954
Gravel 252,054 320,227
Sundries 2,130 2,230
$ 1,209,919 § 1,145.411
DEFERRED REVENUE
Deferred revenue consists of the following:
201 2016
Government of the Yukon $ 930,000 $ 900,345
Parks Canada 380,321 424,138
Government of Canada 5,811 5,811
Other 61,180 16,713
Council of Yukon First Nations 21,923 14,491

$ 1,399,735 $ 1,361,498

RELATED PARTY TRANSACTIONS

Financial information as at March 31, 2017 of related parties were not available at the issuance of the non-
consolidated financial statements.

Porcupine Enterprises Ltd.

The First Nation has entered into contracts with Porcupine Enterprises Ltd. (“PEL”), 51% owned by Vuntut
Gwilchin Limited Partnership (a 100%-indirectly owned entity by the First Nation). For the year ended March
31, 2017, the First Nation had recorded transactions for these contracts for $260,316 (March 31, 2016:
$653,549).

Air North Partnership (“ANP”)
ANP, 49%-owned by Vuntut Gwitchin Limited Partnership II (100% indirectly owned entity by the First
Nation), provides transportation services to the First Nation at prevailing market ratcs. For the year ended
March 31, 2017, the First Nation had recorded transactions for transportation services provided by Air North
for $612,162 (2016: $752,467).

40782 Yukon Inc.

40782 Yukon Inc., 100% owned by 40925 Yukon Inc. owns a fuel depot in Old Crow and purchases and sclls
fuel. The First Nation operates the fuel depot and carries associated payroll costs. The First Nation is
responsible for fuel pricing and bears any subsidy offered to customers. For the year ended March 31, 2017,
the First Nation had recorded transactions for fuel purchases from 40782 Yukon Inc. for $1,479,686 (2016:
$136,443).
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VUNTUT GWITCHIN FIRST NATION
NOTES TO THE NON-CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED MARCH 31, 2017

11. LONG-TERM DEBTS
Mortgages payable
Amounts shown as mortgages payable represent monics borrowed to finance construction of residential
houses. The loans are secured by a mortgage to the lender on the land and buildings as well as a ministerial

guarantec by the Government of Canada.

Other loans
Other loans represent monies borrowed to finance the construction of a winter road, tank farm and buildings.

The balances and terms of the mortgages and other loans are as follows:

|

Mortgage payable to Canada Housing and Mortgage Corporation

at $1,469 blended monthly including interest at 1.67%

due June 1, 2018 $ 248,582 $ 261,961
Mortgage payablc to Canada Housing and Mortgage Corporation

at $1,470 blended monthly including interest at 1.65%

due June 1, 2017 235,546 249,204
Mortgage payable to Canada Housing and Mortgage Corporation

at $1,720 blended monthly including interest at 2.18%

due June 1, 2019 358,646 371,371

Mortgage payable to Canada Housing and Mortgage Corporation
at $1,651 blended monthly including interest at 1.48%

due January 1, 2022 411,684 -
Mortgage payable to First Nations Bank of Canada at $1,879
monthly including interest at 3.59% due December 1, 2018 38,127 58,906

Mortgage payable to First Nations Bank of Canada at $1,300
monthly including interest at 3.25% due Deccmber 1, 2018 25,816 39,929

Mortgage payable to First Nations Bank of Canada at $781
monthly including interest at 3.95% due December 1, 2020 32,032 39,936

Mortgage payable to Bank of Montreal at $652 monthly
including interest at 3.99% fully paid in 2017 - 1,947

$ 1,350,433 $ 1,023,254

Loan payable to First Nations Bank of Canada at $17,118
blended monthly including interest at published rate plus 0.50%
due December 15, 2018 1,227,543 1,390,920
Loan payable to First Nations Bank of Canada at $8,323
blended monthly including interest at published rate plus 0.50%
due May 6, 2019 216,678 316,674
Loan payable to First Nations Bank of Canada at $20,413
blended monthly including interest at 4.17% due May 20, 2019
1,515,263 1,692,965
$ 4,309,917 $ 4,423813
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12.

VUNTUT GWITCHIN FIRST NATION
NOTES TO THE NON-CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED MARCH 31, 2017

LONG-TERM DEBTS (CONTINUED)
Estimated principal and interest repayments are as follows. These long-term debts are expected (o be renewed
by the First Nation at maturity date with the same comparable rates and payment terms.

Current Year $ 552,854
FY 2018-2019 558,400
FY 2019-2020 462,838
FY 2020-2021 1,184,351
Thereafter 1,551,474
_$ 4300017
ACCUMULATED SURPLUS
Movement and breakdown of the accumulated surplus are as follows:
2016 Net change Inter-fund  Transfer {rom 201
Transfer CMHC
reserve
Unrestricted surplus $ 4,520,191 $§ 1,396,105 § 264,584 $ 23,594 $6,204,474

Appropriated surplus:
0Old Crow Coop Loan

Subsidy reserve 300,000 - (29,901) - 270,099
Contingency fund - - 105,040 = 105,040
VGT distributions 4,044,690 - 318,280 - 4,362,970
VGBT distributions 178,035 - - = 178,035
Tax buy-out fund 82,992 - 5,684 — 88,076
Oil and gas 588,585 - 40,309 - 628,894
Other investments 6,121,366 - - = 6,121,366
Tangible capital assets 23,699,814 - (703,9906) - 22,995,818
$39,535,673  $ 1,396,105 = $ 23,594 $ 40,955372
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VUNTUT GWITCHIN FIRST NATION
NOTES TO THE NON-CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED MARCH 31, 2017

CONTINGENCIES

Old Crow Coop Loan guarantee and payment portion agreement

On March 31, 2015, the First Nation sold the new community store building located on lot 665 1o the Old
Crow Retail Cooperative Ltd. The First Nation has agreed to provide a guarantee of the loan contracted by the
Old Crow Retail Cooperative Ltd. The loan guarantee authorized by the First Nation is in the amount of
$2,437,704.

On March 31, 2015, the First Nation has also agreed to make payment of the balance of the BMO monthly
payment not covered by the Old Crow Retail Cooperative Ltd. for approximately $2,492 per month for the first
3 years of the loan and for such increased amount as it will result from any increase in the interest rate after
such initial 3 year term. As at March 31, 2015, a loan subsidy reserve has been established by the First Nation
in the amount of $300,000 to cover the payments. During the year, payments have been made for $29,901
(2016 — Nil) and the balance of the reserve is $270,099 (2016 - $300,000).

Yukon First Nation Implementation Fund Trust (“YENIFT”)

Income distributions receivable by the First Nation amounting to $426,576 as at March 31, 2017 and $396,367
in March 31, 2016 were declared by the Trustees of YFNIFT. One of its objectives is to support Yukon First
Nations to establish the entities required for a Yukon First Nation to carry out its responsibilities in
implementing the Umbrella Final Agreement and a Yukon First Nation Final Agreement. This income
distribution has not been recorded in the books as the likelihood of collecting these distributions is remote.

Old Crow oil spill

The First Nation is currently evaluating the cost of a remediation plan after an oil spill happened on the First
Nation land during the year ended March 31, 2015. A related party, Air North Partnership (“ANP”), was
responsible for the oil spill and assumed the costs of the emergency clean-up. The likelihood or amount of any
potential liability arising from a remediation plan cannot be rcasonably determined and as such no asset or
liability has been accrued in these financial statements.

SUBSEQUENT EVENTS

Subsequently to the yecar-end, the First Nation received distributions from Vuntut Gwitchin Trust {or
$3,120,741. The amount is included in Accounts Receivable as at March 31, 2017.

CONTRACTUAL OBLIGATIONS

The First Nation has entered into lease agreement with VGLP, an indirectly owned partnership. This

contractual obligation will become liabilities in the future when the terms of the contract is met. Disclosure
relates to the unperformed portion of the contracts follows.

Current Year 3 22,000
FY 2018-2019 22,000
FY 2019-2020 22,000
FY 2020-2021 22,000
Thereafter 40,333

$ 128333
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VUNTUT GWITCHIN FIRST NATION
NOTES TO THE NON-CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED MARCH 31, 2017

EXPENSES BY OBJECT

Expenses of the First Nation categorized as to their object are as follows:

Wages and benefits (see Note 17)
Amortization

Rent and utilities

Professional fees and consultants
Materials and supplies

Repairs and maintenance
Training

Honoraria

Elders’ pension

Social assistance

Travel

Interest and loan payments
Telephone, internet and office supplies
Insurance

Vehicle

Property taxes

Equipment

Advertising and donations
Administration

Contracts

Equipment rental

Others

EMPLOYEES PENSION PLAN

2017

$ 5,331,984

2016

$ 4,938,456

2,222,989 2,097,299
669,604 1,274,582
1,376,028 1,261,936
487,468 457,641
450,479 524,891
545,362 555,502
255,055 196,738
295,400 286,200
528,526 253,032
351,476 210,635
142,041 166,585
201,017 150,089
176,809 160,111
204,431 176,814
56,440 56,583
92,139 58,957
112,521 111,587
62,806 48,286
42,082 110,604
146,136 66,121
73,673 141,725

$ 13,824,466

$ 13,304,374

The First Nation matches contributions made by employees, to a maximum of 5.5% of wages and salarics, (0 a
defined contribution plan. During the year ended March 31, 2017, the First Nation contributed $193,706

(2016: $151,730) in the plan.

BUDGET INFORMATION

The budget figures have not been audited, reviewed or otherwise verified and consequently the auditors do not

express an opinion on them.
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VUNTUT GWITCHIN FIRST NATION
NOTES TO THE NON-CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED MARCH 31, 2017

19. COMPARATIVE INFORMATION

Certain comparative figures have been reclassified to conform to current year presentation.

20. SEGMENTED INFORMATION

A segment is defined as a distinguishable activity or group of activities of a government for which it is
appropriate to separately report financial information to achicve the objectives of the standard. The First
Nation has presented its non-consolidated statement of operations in segmented format. For reporting
purposes, the First Nation’s opcrations and activities are organized and reported by service area. Certain
allocation methodologics are employed in the preparation of segmented financial information.

Departments and activities for which they are responsible are reported in these services areas. The departments
listed in the non-consolidated statement of operations and the services that each department provides are listed
below:

Administration
This department includes internal support and central services such as Finance, Administration and
Information Technology.

Natural and Cultural Resources
The department is responsible for protecting and enhancing the cultural identity, traditional values and lifestyle
of the First Nation’s citizens.

Health and Social

The department renders health and social programs to its citizens. This includes, home and community carc,
community counselling, social assistance, elders’ programs, justice programs and other services and programs
that promotes the well-being of the First Nation’s citizens.

Education
To support the First Nation’s citizens access (o education and reintroduce them into the workforce by obtaining
training with the qualifications and skills needed to pursue individual carcers. This also includes recreation

programs.

Capital and Maintenance
This department implements capital projects undertaken by the First Nation. This includes providing adequate
and affordable housing to the First Nation’s citizens.

Government and Implementation

Services related to governance function of the First Nation. This includes development of laws and regulations,
approval of agreements and contracts, and other duties and responsibilities rendered by the different
government branches of the First Nation.

18
M. MCKay & Associates Ltd.

Chartered Professional Accountants



21.

VUNTUT GWITCHIN FIRST NATION
NOTES TO THE NON-CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED MARCH 31, 2017

FUTURE CHANGES IN ACCOUNTING POLICIES

PS 3450 - Financial Instruments is cffective for fiscal years beginning on or after April 1, 2019. Under PS
3450, all financial instruments, including derivatives, are included on the statement of financial position and
are measured either at fair value or amortized cost based on the characteristics of the instrument and the First
Nation’s accounting policy choices. The First Nation is currently assessing the impact of this change i
accounting policy.

n
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TANGIBLE CAPITAL ASSETS

March 31, 2017

Cost:

Houses

Other buildings
Recreation facilities
Infrastructure

Tank farm

Equipment and furniture
Vehicles

Construction in progress

Accumulated depreciation:

Houses

Other buildings
Recreation facilities
Infrastructure

Tank farm

Equipment and furniture
Vehicles

Net book value

March 31, 2016

Cost:

Houses

Other buildings
Recreation facilities
Infrastructure

Tank farm

Equipment and furniture
Vehicles

Construction in progress

Accumulated depreciation:
Houses

Other buildings

Recreation facilities
Infrastructure

Tank farm

Equipment and furniture
Vehicles

Net book value

VUNTUT GWITCHIN FIRST NATION
NOTES TO THE NON-CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31, 2017

Beginning

of vear Additions Disposals Amortization End of vear
$ 25,631,041 % 1,045315 $ : $ - $ 26,676,356
11,895,850 - - - 11,895,850
1,188,229 83,951 - - 1,272,180
3,867,391 246,832 - - 4,114,223
322,461 - - - 322,461
1,828,112 24,633 - - 1,852,745
1,441,194 38,862 - - 1,480,056
180,570 79,400 - - 259,970
46,354,848 1,518,993 - - 47,873,841
(12,524,843) - - (1,376,575)  (13,901,418)
(5,963,856) - - (393,675) (6,357,531)
(770,873) - - (50,287) (821,160)
(932,201) - - (99,770) (1,031,971)
(253,032) - - (16,123) (269,155)
(1,263,809) - - (169,304) (1,433,113)
(946,420) - - (117,255) (1,063,675)
(22,655,034) - - (2,222,989) (24,878.023)
$ 23,699,814 $ 1,518,993 §$ - $  (2,222.989) § 22995818
23,647,346  $ 1,983,695 % - $ = $ 25,631,041
11,895,850 - - - 11,895,850
1,119,592 68,637 - - 1,188,229
3,867,391 ~ - - 3,867,391
322,461 - - = 322,461
1,734,676 93,436 - - 1,828,112
1,390,404 50,790 - - 1,441,194
4,799,678 3,502,247 (8,121,355) - 180,570
48,777,398 5,698,805 (8,121,355) = 46,354,848
(11,209,525) . = (1,315,318) (12,524,843)
(5.641,480) - - (322,376) (5.963,856)
(723,557) - s (47,316) (770,873)
(835,516) - - (96,685) (932,201)
(236,909) . (16,123) (253,032)
(1,080,919) - - (182,890) (1,263,809)
(829,829) - - (116,591) (946,420)
(20,557,735) - - (2,097,299) 22,655,034)
$ 28,219,663 $ 5,698,805 & (8,121,355) § 2,097,299 §  23,699.814
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