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MESSAGE FROM THE CHAIR

As Chair of the board of directors of Newfoundland Ocean Enterprises Limited, | am pleased to
present the board’s annual report for the fiscal year ending March 31, 2012.

Newfoundland Ocean Enterprises Limited is classified as a category three entity under the
Transparency and Accountability Act. The board must prepare an annual report that clearly
outlines the activities it has undertaken within its mandate and current budget for the preceding
fiscal year. In accordance with the Transparency and Accountability Act, this report was prepared
under the direction of the board, which is accountable for the results reported herein.

Sincerely,

Brent Meade
Chair

newfoundland oceans enterprises limited

annual report




OVERVIEW

In October 2011, the Department of Innovation, Trade
and Rural Development was part of the Provincial
Government’s restructuring of departments. A new
department was created that included elements of the
former Department of Business and the Department of
Innovation, Trade and Rural Development and was re-
named the Department of Innovation, Business and Rural
Development (IBRD).

Marystown Shipyard Limited (MSL) was established

in 1966 to secure the needs of the province’s fishing
industry for new vessel construction and repair.
Newfoundland Ocean Enterprises Limited (NOEL) was
established in 1988 under the Corporations Act as the
parent corporation of MSL. All reporting activity is through
this corporate entity.

In 1998, the MSL assets were sold to Friede Goldman
Newfoundland Limited (FGNL) and, in 2002, were sold
by FGNL to Peter Kiewit Sons Co. Limited (PKS). The
Environmental Indemnification Agreement, which was
originally entered into between Government and FGNL,
was transferred from FGNL to PKS.

NOEL is a shell corporation, which operates as an arms-
length Crown Corporation with a board of directors
reporting to the Minister of Innovation, Business and Rural
Development. NOEL does not carry on active business;
but, is maintained to provide closure to issues such as
environmental remediation and any legal claims which
may arise subsequent to the divestiture.
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NOEL has a board of directors consisting of five senior
public sector representatives, as follows:

e Deputy Minister of Innovation, Business and
Rural Development, Chairperson

e Assistant Deputy Minister, Innovation, Business
and Rural Development

e Director, Business Analysis, Innovation, Business
and Rural Development

* Manager, Enterprise Services, Business Analysis,
Innovation, Business and Rural Development

e Assistant Deputy Minister, Royalties and Benefits,
Natural Resources

The corporation does not have its own staff. The
Department of Innovation, Business and Rural
Development provides administrative support to the
board.

Mandate

The board of directors of Newfoundland Ocean Enterprises
Limited does not have a formally defined mandate. It
exists only to deal with any outstanding issues that may
arise subsequent to the divestiture of MSL's assets.

Primary Clients
The board’s primary responsibility is to the Provincial

Government by handling outstanding issues that may
arise subsequent to the divestiture of MSL's assets.




Vision

The vision of the Department of Innovation, Business
and Rural Development is of a vibrant, diverse, and
sustainable economy with productive and prosperous
regions throughout the province.

The work of the board supports the vision of the
Department of Innovation, Business and Rural
Development by handling expeditiously, issues arising
subsequent to the divestiture of MSL's assets.

Mission

The mission statement of the department identifies the
priority focus area of the Minister of Innovation, Business
and Rural Development. The mission spans over two
planning cycles (2011-14 and 2014-17).

The mission of IBRD is as follows:

annual report

“By March 31, 2017, the Department of Innovation,
Business and Rural Development will have stimulated
economic and business development to foster
regional and provincial prosperity.”

The work of the board supports the strategic directions
of the Provincial Government and the mission of

the Department of Innovation, Business and Rural
Development by handling expeditiously, issues arising
subsequent to the divestiture of MSL's assets.

newfoundland oceans enterprises limited




BOARD’S OBJECTIVES AND ACTIVITIES

In consideration of its mandate, the board’s primary activity is an annual meeting to discuss any issues that

may require the board’s attention, as well as consider and approve the annual audited financial statements. In
consideration of the Provincial Government’s strategic directions as well as mandate, the following area has been
identified as the board’s key priority. The board reports on its activities on an annual basis.

Objective The board will have met to consider and approve annual audited
financial statements.

Measure Audited financial statements
Indicators Approved audited financial statements

Activities The board did not meet during the 2011-12 fiscal year due to various
changes in management. While no formal meetings were held in
2011-12, financial statements for the 2010-11 were reviewed and
approved by board members. The corporation’s audited financial
statements for the year ending March 31, 2011, will be reviewed

and approved at the next board meeting in 2012-13.

department of innovation, business and rural development
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Statement of responsibility

The accompanying consolidated financial statements are the responsibility of the
management of the Newfoundland Ocean Enterprises Limited {the "Corporation™ and
have been prepared in compliance with legislation, and in accordance with generally
accepted accounting principles established by the Public Sector Accounting Board of The
Canadian Insdrate of Chartered Accountants.

In carrying cut its responsibilides, management maintains appropriate systems of
interngl and admirsstrative controls desigmed to provide reasonable assurance that
transactions are executed in sccordance with proper authonzanon, that assets are
properly accounted for and safeguarded, and that financial informaten produced is
relevant and reliable.

Management has met with it extecnal auditors to review a draft of the consolidated
finanicial statements and 1o discuss any significant finaneial reporting or internal control
matters price to their approval of the finalized Consolidated Financial Statements.

Grant Thornton LLP as the Corporation's appointed external audicors, have audited the
conscolidated financial starements. The auditor's reportis addressed o the Digectors of

the Corporation and appears on the following page. Their opinton is based upon

an examinaton conducted in accordance with Canadian genecally accepred auditing
standards, performang such tests and other procedures as they consider necessary ta
obrain reasunable assurance that the Consolidated Financial Statements are free of material
misstaternent and present fauly the financial position and results of the Corporation in
aceordance with Canadian public sector accounting standards.

M Director 8!"9"‘{'“"*‘ QDW Dhirector




Grant Thornton

Independent auditors’ report

Lrant |heanlcn LLP
1BT Keround Fuad
H. John's, WL

AlE 2P

T {704} Toe-5960
. . F {7080 723 Y542
T'o the Directors of wwew. GrantThomian.ca

Mewirundland Ocean Enterprises Limited

We have andited the secompanying financial statements of Newfoundland Ocean Entecprises
Lirnited, which compeise the statement of inancial posidon as at March 31, 2012, March 31, 2011
and April 1, 2010 and the statements of operations and changes in accumulated sarplus, staterment of
net financial assets and chanpes in cash flows for the years ended March 37, 2012 and Mareh 31, 2011
and 4 summary of significant accounting policies and other explanatory information.

Management’s responsibility for the financial statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with Canadian public sector accounting standards, aad for such internal conuol as
management deterrnines is necessary to enuble the prepararion of financial statements that are free
from maceral misstatement, whether due to frand ot error.

Aunditor’s responsibility

Chur responsibility is (o express an opinion on these financial statements based on our audit. We
conducted our audit in accerdance with Canadian generally accepted auditing standards. Those
standards require that we comply with ethical requirements and plan and perform the audit to obrain
reasonable assarance about whether the financial statements are free from materal misstatement.

An audit involves performing procedures to obrain audit evidence abour the amounts and disclosures
n the financial statements. ‘The procedures sclected depend on the auditor’s judgment, including the
asstssment of the risks of materal missnement of the financial seatements, whether due to frand or
ertor. In making those nsk assessments, the auditor considers internal conteol relevant to the
Corporation’s preparation and fair presentadon of the financial statements in order to design audit
pracedures that are appropriate in the circumstances, but nat for the purpose of expressing an
opinion on the cffectiveness of the Corporation’s intemal control. An audir also includes evaluating
the appropriateness of aceounting policies used and the reasonableness of accounting estimates made
by management, a5 well as ¢valuanng the overall presentation of the financial statements.

We believe that the audit evidence we have obrained is sufficient and approprate to provide a basis

tor cur andiv opinion.

Rk Tl + Fudvinty
il Fhamion LLP. 4 Canadian Wdmbe of Grand Thamion Inbemalssgd L3



o GrantThornton :

Upinion

In our opinion, the financial staternents present fairly, in all material respects, the financial posidon of
Newioundland Ccean Enterprises Limited as at March 31, 2012, March 31, 2011 and April 1, 2010
and its financial performance, net finandial assets aad its cash flows for the years ended March 31,
2012 and March 31, 2011 in accordance with Canadian public sector aceounting standards.

gw%m L7
st John's, Newfoundland and Labmador

June 15, 2012 Chactered Accouncanes

Al = Taed = Awemory
Camm Tl LLP. & Caroeiee Mamba: o Qe Traomben elomisonsl L



Newfoundland Ocean Entetptises Limited

Consolidated Statement of Financial Position (Note 3)
Aprl 1

March 31 2012 2011 20010
Financial agsets
Cash and cash equivalents % 41975 % 43 401 | 475818
Liabitities
Payables and accpuals 15004 127345 12616
M=t financial assets 26,871 31,258 4 309
Accumulated surplos s 26,811 ¥ 31,258 % 34 899
On behalf of the Board

%‘A’A Director E&fﬂﬁv\ leat g)r‘u-a-"'r Dyirecror

See accompanying notes o the consolidated financial sturements.




Newfoundland Ocean Enterprises Limited
Consolidated Statement of Opezations

Actual Budget Actual
Year Ended March 31 212 2012 2011
Bevenue
Interest income i 254 i - 3 167
Expenses
Banlk charges 200 . ¥
Professional feos 4,443 . N 7 |
4,641 - 3,808
Annual deficit 5 (#.387) % - 3 {3,641}

Sec accompanying notes to the consolidated fnancial statements.




Newfoundland Ocean Enterprises Limited
Consolidated Stazement of Changes in Accumulated Surplus

iMote 3)

Actual Budget Actual

Year Ended March 31 2012 201z 2011
Accumulated surplus, beginning of year L 3258 % - % 34 800
Annual deficie {4,387 - [3.641%
Accumulared surplus, end of year $ 811 % - % 31,258

See accompanying notes to the consolidated financial statements.




Newfoundland Ocean Entetptises Limited

Consolidated Statement of Ner Financial Assets (Note 3)
Actual Budget Actal
Year Ended March 31 2012 2012 2011
Annual deficie ] 4381 % - % £3.641%
[Iegrease in ner Gnancial assets (4387} - {3,6471)
Met financial assets, beginning of year 31.258 - 34,899
Met Ginancial assers, end of Tear 5 26,81 5 - % 31,2538

Yo accompanying notes to the consolidated financial staternents.




Newfoundland Ocean Enterprises Limited

Consolidated Statement of Cash Flows
Year Ended March 31 2612 2011

Increase {decrease) in cash and cash equivalents

Operating

Annual deficit 5 {4387) § 3,041}

Change in non-cash items

TPayables and accnials 2961 (473}

Cash used for operating transactions (1,426) (4114}
Decrease in cash and cash equivalents {1,426} (4,114)
Cash and cash equivalents, beginning of year 43.401 47,513
Cash apd cash eguivalents, end of year § 41,975 % 43,401

See accompanying notes to the consolidared financial statements.




Newfoundland Ocean Enterprises Limited

Notes to the Consolidated Financial Statements
March 31, 2012

1. Operations

Newfoundland Ocean Eaterprises Limited ceased active operations on January 1, 1998,

2, Summary of significant accounting policies
Basis of presentation

The consolidated Binancial statements have been prepared in accordance with Canadian generally
accepted accounting principles as recommended by the Public Sector Accounting Board (PSAB)
of the Canadian Instituie of Chartered Accountants and reflect the following significant
accounting policies,

Principles of consolidation

The consolidated financial statements include the accounts of Newfoundland Ciesan Enrerprises
Limited, its wholly owned subsidiadics Marystown Shipyard Limited and Vinland Industries
Limited, and Vinland Industries, a Limited Partnership

Use of estimates

In preparing the Corporation’s consolidated financial statements in conforminy with Canadian
public secter accounting standards, management is required to make eshmates and ASSUMpUOns
that affect the reported amounts of assets and liabilitics, and disclosure of contingent assets and
liabilities, at the date of the consolidated financial statements and the reported amounts of
revenucs and expenses dunng the period.

Estimates are based on the hest information available at the time of preparation of the
consolidated financial statements and are reviewed annually o reflece new information as i
hecomes available, Acmal results could ditfer from these estimates.

Cach and cash equivalents

Cash and cash equivalents inciude cash on hand, balances with banks, and short term deposits with
orginal marurties of three months or less. Bank borrowings arc considered 1o be financing
artivities.

Financial instrumenes

The Corperation considers any contract creating a financial asset, liability or equity instrument as

% financial instrument, except in certain limited circumstances. The Curporation aceounts for the
following as financial instruments:

*  ¢ash and cash cquivalents; and
*  payables and aceruals.
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Newfoundland Ocean Enterprises Limited

Notes to the Consolidated Financial Statements
Macch 31,2012

2. Summary of significant accoumting policies (cont'd )

4 financial asset or liability is recognized when the Corporation becomes party to contracrual
provisions of the insbuiment.

The Corporation initially measures its financial assets and financial kabilities at fair value adjusted
by, in the case of 4 financial instrument that will not be measuced subsequently at fair value, the
amount of transacton costs clireety attzibutable to the instument

The Corporation subsequently mneasures its financial assets and financial Labilides at cost of
amortized cost, except for derivatives and equity securities quoted in an active market, which aze
subsequently measured at fair value. Changes in fair value are recognized in annual surplus.

Financial assets measured ar fair value include cash and cash equivalents.
Financial liabilives measured at costinclude payables and acensals,

The Corporation remaoves financial liabilides, ot 2 poetion of, when the obligaton is discharged,
cancelled or expires.

Financial assers measured at cost are tested for inparment when thete are indicators of
impairment. Previously recopnized impairment losses are reversed 1o the extent of the
improvemnent provided the asset is not cactied a1 an amount, at the dare of the reversal, greater
than the amount that would have been the carrying amount had no impaistent loss beea
recognized previously, The amounts of any write-dewns or reversals aze recognized in net annual
sureplis.

Adoption of new accounting policies

During the year, the Corporation transitioned to PSAB standards, as pare of this transidon, the
Corporation has alse early adopted the new siandards included in PS 3410 Government
Transters and PS 3450 Financial lustruments. The Public Standards Accountng Board
encouraged early adoption of these standards in the year of teansition 1o PSAB.

3 linpact of the change in the basis of accounting

These consolidated financial staternents arc the first consolidated financial statements For which
rhe Corporation has applied Canadian public sector accounting standards (“FSAB™. The
consolidated financial statements for the year ended March 31, 2012 wieze prepared in
accardance with PSAR. Comparative petiod information presented for the year ended March 31,
2011 was prepared in accordance with PSAB and the provisions sct out in Section DS 2725 Eipry.
feet adoplian by governntent srpanizations.




11

Newfoundland Ocean Enterprises Limited

Notes to the Consolidated Financial Statements
March 31, 2012

3 Empact of the change in the basis of accounting (conrd.)

The date of transinon to PSAB is April 1, 2010, The Corporation’s transition from generally
accepted accounting principles {previously "GAAP) to PSAB resulted in a restatement of
opening accumulated surplus as at Aptil 1, 2010, This change is as follaws:

fa) Adjustrent to the consolidated statement of financial position as at April 1, 2018

As previously Eflcer of

— reported  __mangiion  _Ag restaced
Shareholders’ Equity
Capital stock 5 3o % (30000 § -
Contributed surplus 90,800,000 (90,500,000 -
Lreficit 90768101 _90T6RG1 -
Accumudated surplus by - § fqp00m % 34 899

Upon transition, Canadian public sector accounting standards perrnits certain exemptions from
full revrospective application. The Corporation has applied the mandatory exceptions and has not
clected to apply any of the available oponal cxemptions.

4, Financial instromernts

‘The Corporation’s financial instruments consist of ¢ash and cash equivalents and payables and
accraals, The book value of cash and cash equivalents and payables and accrmals approximate fair
value due to their shoa erm matuney date.

Rislks and concentraticns

The Corporadon is exposed to various risks through its financial instremencs, The following
analysis provides a measure of the Corporation’s risk expusure and concentrations a1 March 31,
2012

Ligui;ﬁ{y wrk

Liquidity risk is the risk that an entity will encouater difficulty in meeting abhgations associated
with financial Labilities. The Corporation is exposed to this nsk mainly in respecr of its payables
and acervals. The Corporation reduces its exposure to liquidiry risk by monitonng its cash flows
and ensuring that it has sufficient cash available to meet its obligations and Liabilities. In the
opinion of management the iquidiry risk exposure to the Corporation is low and not material,
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