First Nations CONSEIL
FINANCIAL DE GESTION
MANAGEMENT FINANCIERE des
BOARD Premiéres Nations

March 27, 2020

Adams Lake Indian Band

Attn: Chief and Council

P.O. BOX 588, Chase, British Columbia
VOE TMO

Dear Chief and Council:
Re: Financial Performance Certification

The First Nations Financial Management Board (“the Board”) has completed its review of the Financial
Performance of Adams Lake Indian Band.

We are pleased to enclose the Certificate, issued by the Board under subsection 50(3) of the First
Nations Fiscal Management Act (“the Act”), certifying that the Financial Performance of Adams Lake
Indian Band is in compliance with the Financial Performance Standards, as well as the Board’s Report
and attached Schedule.

Subject to any additional requirements of the First Nations Finance Authority (“the FNFA”), the
attached Certificate can be relied upon by Adams Lake Indian Band for purposes of seeking to become
a borrowing member of the FNFA under section 76(2) of the Act and of obtaining First Nations Tax
Commission approval of a borrowing law under section 32 of the Act for your first financing with the
FNFA.

We recommend that you contact the Board as soon as possible of any material change in the
information upon which the Certificate was issued in order to obtain the assistance of the Board to
avoid potential revocation of the Certificate. Please advise the Board as soon as possible of any
changes in Council membership and senior officers.

As always, if you have any questions or concerns, please do not hesitate to contact us.
Best regards,

FIRST NATIONS FINANCIAL MANAGEMENT BOARD

P =

Per: Brian Titus, CAFM
Chief Operating Officer

Enclosures (2)



First Nations CONSEIL
FINANCIAL DE GESTION
MANAGEMENT FINANCIERE des
BOARD Premiéres Nations

FINANCIAL PERFORMANCE CERTIFICATE ISSUED TO ADAMS LAKE INDIAN BAND

The First Nations Financial Management Board (“the Board”) has completed its review of Adams Lake Indian Band’s
Financial Performance for compliance with the Financial Performance Standards established under section 55 of the
First Nations Fiscal Management Act (“the Act”) and effective April 1, 2019. The Board has not audited or otherwise
attempted to verify the underlying financial information upon which the review is based.

On the basis of its review and after consideration of its findings, the Board is of the opinion and certifies that, as at
March 31,2019, Adams Lake Indian Band was in compliance with the Financial Performance Standards.

The Board has provided Adams Lake Indian Band with a Report and attached Schedule dated March 27, 2020 as
required under subsection 50(2) of the Act and upon which the Board’s opinion and certification is based.

This Certificate has been issued to Adams Lake Indian Band under subsection 50(3) of the Act solely for the purpose
of enabling Adams Lake Indian Band to satisfy the requirements of the Act. It must not be used or relied upon by
Adams Lake Indian Band or by any other person for any other purpose and the Board accepts no responsibility for
any loss or damages resulting from any unauthorized use of or reliance on this Certificate.

This Certificate is issued on the 27" day of March, 2020.

First Nations Financial Management Board



First Nations CONSEIL
FINANCIAL DE GESTION
MANAGEMENT FINANCIERE des
BOARD Premiéres Nations

REPORT RESPECTING THE REVIEW OF
THE FINANCIAL PERFORMANCE OF
ADAMS LAKE INDIAN BAND

To the Chief and Council of Adams Lake Indian Band

On request of Council, the First Nations Financial Management Board (“the Board”) has completed its review, in
accordance with section 50 of the First Nations Fiscal Management Act (“the Act”), of the Financial Performance
(defined below) of Adams Lake Indian Band to determine if Adams Lake Indian Band was, in the opinion of the Board,
in compliance with the Financial Performance Standards (“the Standards”) established under section 55 of the Act.

In the context of this report, “Financial Performancée’ is the first nation’s demonstration of certain quantitative and
qualitative elements as provided for by the Standards. Adams Lake Indian Band management is responsible for all
elements of Financial Performance whereas the Board's responsibility under the Act is to express an opinion, based
upon its review of those elements, as to the extent to which Adams Lake Indian Band is in compliance with the
Standards as at March 31, 2019. This opinion cannot be relied upon for any assurance that Adams Lake Indian Band'’s
Financial Performance will continue to comply with the Standards.

The Board conducted its review in accordance with its Financial Performance Certification Procedures. These
Procedures require that the review be planned and performed to obtain reasonable assurance whether Adams Lake
Indian Band was in compliance with the Standards as at March 31, 2019. The review included obtaining an understanding
of the first nation’s business and risk, referencing information derived from the first nation’s audited annual financial
statements, and performing such other procedures considered necessary in the circumstances. The Board has not
audited or otherwise attempted to verify the underlying financial information upon which the review is based.
Attached to this report is a schedule describing matters arising from the Board’s review. The Board believes that its
review provides a reasonable basis for its opinion.

On the basis of its review and after consideration of its findings, the Board as at March 31, 2019 is of the opinion that
the Financial Performance of Adams Lake Indian Band was in compliance with the Standards and has issued a
Certificate to that effect in accordance with subsection 50(3) of the Act. Under subsection 50(4) of the Act, the Board
may revoke its Certificate if, on the basis of financial or other information available to the Board, it is of the opinion
that the basis upon which this Certificate was issued has materially changed.

Head Office:
100 Park Royal, Suite 300 125 Garry Street, Suite 850 170 Laurier Ave W, Suite 608 1410 rue Stanley, Suite 1015
West Vancouver, BC Winnipeg, MB Ottawa, ON Montreal, QC
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This report and attached schedule are provided to Adams Lake Indian Band under subsection 50(2) of the Act solely
for the purpose of enabling Adams Lake Indian Band to satisfy the requirements of the Act. It must not be used or
relied upon by Adams Lake Indian Band or by any other person for any other purpose and the Board accepts no
responsibility for any loss or damages resulting from any unauthorized use of or reliance on this report.

Dated in the District Municipality of West Vancouver, British Columbia this 27" day of March, 2020.

FIRST NATIONS FINANCIAL MANAGEMENT BOARD

=

Per: Chief Operating Officer
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First Nations CONSEIL
FINANCIAL DE GESTION
MANAGEMENT FINANCIERE des
BOARD Premiéres Nations

SCHEDULE TO THE REPORT RESPECTING THE REVIEW OF
THE FINANCIAL PERFORMANCE OF
ADAMS LAKE INDIAN BAND
For the five years ended March 31, 2019

A2 PROFILE
Certification Type:
* Located within the community of Chase, British Columbia
Financial Performance = Registered Population: 807 (approximately 359 on reserve)
. = No. of Reserves: 7
Compliance Date: = Reserve Size: 2,908 Hectares
March 31 2019 = Election System: Custom Electoral

* Next scheduled Election: March 2021
= Taxation Authority: First Nations Fiscal Management Act

FINANCIAL PERFORMANCE OBSERVATIONS

Table 1- Summary of Key Financial Measures

For the financial year ending March 31

{in millions)

201 2018 2017 2016 20015
Met financial assets 4 12705 nz s 44 5 215 23
Annual surplus deficit) 14 6.6 15 (1A 15
Accumulated operating surplus 15 12 42 2.4 4.5
Accumulated surplus 2 258 12.2 78 Be

(sounce: consolidated annual financial statement s

1) As presented on the 2015 to 2019 consolidated statement of financial position, Adams Lake Indian Band was in a
net asset position for each of the five years under review. The net asset position has increased by $10.4 million
over the period under review.

2) As presented on the annual consolidated statement of financial position, Adams Lake Indian Band had $15.2 million
in cash and marketable securities as at March 31, 2019 which represents 67.2 percent of total financial assets (2018
- $12.2 million and represents 56.3 percent of total financial assets). As further disclosed in the 2019 annual
consolidated statement of financial position, there was an additional $5.2 million of restricted cash as at March 3],
2019 that represents 22.8 percent of total financial asset (2018 - $4.6 million and represents 21.1 percent of total
financial assets). As described in Note Aé. the restricted cash balance as at March 31, 2019 relates to replacement
reserves, operating reserves, Ottawa Trust Funds, Silviculture liability, Forest and Range Consultation and Revenue
Sharing Agreement and Gaming.

Head Office:
100 Park Royal, Suite 300 125 Garry Street, Suite 850 170 Laurier Ave W, Suite 608 1410 rue Stanley, Suite 1015
West Vancouver, BC Winnipeg, MB Ottawa, ON Montreal, QC

VITI1AZ R3C 3P2 KIP 5V5 H3A 1P8



First Nations CONSEIL
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BOARD Premiéres Nations

FINANCIAL PERFORMANCE OBSERVATIONS (CONT'D)

3) Deferred lease costs make up $11 million of total financial assets (2018 - S1.1 million). As per discussion with
management, these costs are comprised of expenditures related to land surveying and are amortized into income
proportionately over the term of the lease.

4) As presented in Note Al (b) of the 2019 annual consolidated financial statements, Adams Lake Development
Corporation is wholly owned and dependent on Adams Lake Indian Band for continuing operations. The assets
and liabilities as well as operations of Adams Lake Development Corporation are accounted for using the
consolidation method. Adams Lake Indian Band also has investments in non-controlled entities, and government
partnerships which are accounted for using the modified equity method, and proportionate consolidation
method, respectively.

5) As presented on the annual consolidated statement of financial position, Adams Lake Indian Band had $4.0 million
in deferred revenue as at March 31, 2019 which represents 40.5 percent of total liabilities (2018 - $4.1 million and
represents 39.5 percent of total liabilities). As further disclosed in Note AI0 of the 2019 annual consolidated
financial statements, $3.9 million of this balance as at March 31, 2019 is related to prepaid lease payments/deferred
lease revenue (2018 - $4.0 million).

6) As presented in Note Al (k) of the 2019 annual consolidated financial statements, the silviculture liability is charged
to earnings on the basis of the volume of timber cut. Actual silviculture expenditures are recorded as a reductions
of silviculture liability in the year they are paid. The silviculture liability has increased by $1.4 million over the five
year period under review to $2.7 million as at March 31, 2019 (2018 — $2.2 million).

7) The average annual revenue reported in the consolidated annual financial statements for Adams Lake Indian Band
during five year period under review was $18.7 million. During the year-ending March 31, 2018 total revenue of $22.7
million was reported. We have been informed by management that the reason for the increase in revenue during
the year ending March 31, 2018 was a result of additional funding from Indigenous Services Canada for the
construction of a new high school that has since been completed.

8) Over the five-year period ended March 31, 2019, Adams Lake Indian Band reported average annual local revenue
of $1.0 million.

FINANCIAL RISK OBSERVATIONS

9) As disclosed in Note A8 of the 2019 annual consolidated financial statements, subsequent to the year end,
Sexgeltkemc Limited Partnership defaulted on their bank loan. As Adams Lake Indian Band was a partial guarantor,
the Band was required to pay 33.0 percent of the loan. The Band repaid this obligation using its cash on hand.

10) As disclosed in Note A17 of the 2019 annual consolidated financial statements, Adams Lake Indian Band is exposed
to a variety of commitments and contingencies.

1) As described in Note A24 of the 2017 annual consolidated financial statements, certain 2016 comparative figures
have been reclassified to conform to the presentation adopted in the current year. Our evaluation of financial
performance is based on the reclassified amounts.
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First Nations CONSEIL
FINANCIAL DE GESTION
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FINANCIAL PERFORMANCE RESULTS

ADAMS LAKE INDIAN BAND

For the five years ended March 31, 2019

Performance Standard Threshold Ratio Calculations Result
Fiscal Growth Ratio Average ratio not lower than -5.0% 04% PASS
Operating Margin Ratio Average ratio not lower than -5.0% 10.6% PASS
Asset Maintenance Ratio Average ratio not lower than 100.0% 123.0% PASS
. Weighted average ratio does not exceed 50.0% Or
Net Debt Ratio . -43.8% -72.0% PASS
Ratio for most recent year does not exceed 50.0%
Interest Expense Ratio Average ratio does not exceed 5.0% <1% PASS
Local Revenue Collection Ratio Ratio for most recent year not lower than 95.0% 100% PASS
Reclassified
Fiscal Growth Ratio 2019 2018 2017 2016 2015
Revenues 17,679,770 22,672,532 18,021,198 16,796,698 18,538,703
Annual Fiscal Growth Ratio -22.0% 25.8% 73% -94%
Fiscal Growth Ratio 04%
Operating Margin Ratio 2019 2018 2017 2016 2015
Revenues 17,679,770 22,672,532 18,021,198 16,796,698 18,538,703
Expenses 16,244,736 16,067,090 16,568,485 17,928,976 17,001,193
Annual surplus (deficit) 1,435,034 6,605,442 1,452,713 (1132,278) 1,537,510
Operating Margin Ratio 10.6%
Asset Maintenance Ratio 2019 2018 2017 2016 2015
Capital Asset Expenditures 1,637,515 1140,468 429,037 1,061,624 1,435,410
Amortization 931,595 912,824 912,602 944,577 935,024
Asset Maintenance Ratio 123.0%

Continued on following page
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First Nations CONSEIL

FINANCIAL DE GESTION
MANAGEMENT FINANCIERE des
BOARD Premiéres Nations

FINANCIAL PERFORMANCE RESULTS (CONT’D)
ADAMS LAKE INDIAN BAND
For the five years ended March 31, 2019

Reclassified
Net Debt Ratio 2019 2018 2017 2016 2015
Total Liabilities 9,923,693 10,382,487 1,874,651 10,622,563 7,413,581
Financial Assets 22,648,333 21,613,788 16,252,148 12,772,182 9,733,284
Revenues 17,679,770 22,672,532 18,021,198 16,796,698 18,538,703
Annual Net Debt Ratio -72.0% -49.5% -24.3% -12.8% -12.5%
Weighting 03 03 0.2 0.1 01
Weighted Average Net Debt Ratio -44%
Most Recent Year Net Debt Ratio -72.0%
Interest Expense Ratio 2019 2018 2017 2016 2015
Interest Expense 100,134 56,753 60,351 85,785 88,832
Revenues 17,679,770 22,672,532 18,021,198 16,796,698 18,538,703
Interest Expense Ratio 0.4%
Local Revenue Collection Ratio 2019
Local Revenue Collected 972,563
Local Revenue Levied 972,563
Local Revenue Collection Ratio 100%

* Information in this Schedule is derived from audited annual financial statements or from sources believed to be
reliable. The First Nations Financial Management Board cannot guarantee the accuracy or completeness of such data.
It is recommended users refer to the C2 — Financial Performance Standards (www.fnfmb.com) when analyzing these
results. Calculations may include normalization or comparability adjustments as required to give effect to the

purposes of these ratios. Property tax information is based on the taxation year ending December 31 rather than the
financial year ending March 31
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