Newfoundland Ocean Enterprises Limited

Annual Report 2016-17




MESSAGE FROM THE CHAIR

As Chair of the Board of Directors of Newfoundland Ocean Enterprises Limited (NOEL), |
am pleased to present the Board’s annual report for the fiscal year ending March 31,
2017.

Newfoundland Ocean Enterprises Limited is classified as a category three entity under
the Transparency and Accountability Act. Therefore, the Board must prepare an annual
report that clearly outlines the activities it has undertaken within its mandate 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,

i e

Ted Lomond
Chair




OVERVIEW

Background

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

NOEL operates as an arms-length crown corporation with a Board of Directors reporting
to the Minister of Tourism, Culture, Industry and Innovation (TCII). NOEL does not carry
on active business. It is maintained to provide closure to issues such as environmental
remediation and any legal claims which may arise subsequent to the divestiture. The
corporation does not have dedicated staff; TCIl provides administrative support to it.

Mandate

The Board of Directors of NOEL 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.

Vision

The work of the Board supports the vision of TCIl by handling expeditiously issues arising
subsequent to the divestiture of MSL’s assets. The vision of TCll is of a vibrant, diverse,
and sustainable economy, with productive, prosperous and culturally-rich communities
and regions, making Newfoundland and Labrador a business and tourism “destination of
choice.”

Board of Directors
As of March 31, 2017, NOEL's Board of Directors consisted of five senior public sector
representatives, as follows:

Chairperson Deputy Minister, TCII
Members Assistant Deputy Minister, TCII (Business)
Director, Business Analysis, TCII
Manager, Enterprise Services, TCII (vacant)
Assistant Deputy Minister, Royalties and Benefits, Department of Natural
Resources

OBJECTIVE 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. The Board reports on the objective
and indicator below, through its annual reports, for each fiscal year of its three-year
activity plan (2014-15, 2015-16 and 2016-17).




Objective
By March 31, 2017 the Board will have met to discuss any issues and to approve annual
audited financial statements.

Indicator
Audited financial statements reviewed and approved.

Activities

The Board met once in 2016-17 to consider and approve NOEL's audited financial
statements. In addition, given that NOEL has been largely inactive for a number of years,
direction was provided by the Board of Directors in June, 2015, to initiate the dissolution
of NOEL and its subsidiary corporation, Marystown Shipyard Limited (MSL). During
2016-17, in finalizing the dissolution, the Department of TCll worked with Grant
Thornton to address an outstanding HST receivable due to NOEL. The Department
anticipates that both entities will be fully dissolved during the 2017-18 fiscal year.

FINANCIAL STATEMENTS

The audited financial statements for the corporation are appended to this report.




Grant Thornton

Independent auditors’ report

Grant Thomnton LLP
Suite 300

15 Inlernational Place
St John's, NL
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Newfoundland Ocean Enterprises Limited

We have audited the accompanying financial statements of Newfoundland Ocean Enterprises
Limited, which comprise the statement of financial positon as at March 31, 2017 and the statements
of operations and changes in accumulated surplus, statement of net financial assets and changes in
cash flows for the years then ended and a summary of significant accounting policies and other
explanatory information.

Management’s responsibility for the financial statements

Management is responsible for the preparaton and fair presentation of these financial stacements 1n
accordance with Canadian public sector accounting standards, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free
from matenial misstatement, whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on these 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 financial statements are free from material misstatement.

An audir involves petforming procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of matenal misstatement of the financial statements, whether due to fraud or
cerror, In making those risk assessments, the anditor considers internal control relevant to the
Corporation’s preparation and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Corporation’s internal control. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of accounting estimates made
by management, as well as evaluating the overall presentaton of the financial statements.

We believe that the audit evidence we have obtained 1s sufficient and appropriate to provide a basis
for our audit opinion.
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Basis for qualified opinion
The Corporation has not prepared an annual budget as required in accordance with public sector
accounting standards.

Qualified opinion

In our opinion, except for the matter described in the Basis of Qualified opinion paragraph, the
financial statements present fairly, in all matedal respects, the financial position of Newfoundland
Ocean Enterprises Limited as at March 31, 2017 and its financial performance, net financial assets
and its cash flows for the years then ended in accordance with Canadian public scctor accounting
standards.

g‘:...g—’/zu:tz. 774

St. John's, Canada

June 7, 2017 Chartered Professional Accountants
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Newfoundland Ocean Enterprises Limited
Consolidated Statement of Financial Position

March 31 2017 2016

Financial assets

Cash and cash equivalents $ 6,162 3 18,002

HST receivable 8.318 6,902
14,480 24,904

Liabilities

Payables and accruals 5,987 8,635

Net financial assets 8.493 16,269

Accumulated surplus $ 8,493 8 16,269

On behalf of the Board

- Rios A28

Director Director

— N

See accompanying notes to the consolidated financial statements.




Newfoundland Ocean Enterprises Limited
Consolidated Statement of Operations

Actual Budget Actual

Year Ended March 31 2017 2017 2016
Revenue

Interest ncome $ 42 5 82
Expenses

Bank charges 494 - 481

Professional fees 7.324 7,203

7.818 7,684

Annual defieit $ (7,776) § {7,602)

See accompanying notes to the consolidated financial statements.




Newfoundland Ocean Enterprises Limited
Consolidated Statement of Changes in Accumulated Surplus

Actual Budget Actual
Year Ended March 31 2017 2017 2016
Accumulated surplus, beginning of year $ 16,269 § - $ 23,871
Annual deficit (1.776) - {7,602
Accumulated surplus, end of year $ 8,493 s - S 16,269

See accompanying notes to the consolidated finaneial statements.




Newfoundland Ocean Enterprises Limited
Consolidated Statement of Net Financial Assets

Actual Budget Actual
Year Ended March 31 2017 2017 2016
Annual surplus 5 16269 § - 8 23,871
Decrease in net financial assets (7,776) - {7.602)
Net financial assets, beginning of year 16,269 : 23,871
Net financial assets, end of year $ 8,493 § «  $ 16,269

See accompanying notes to the consolidated financial statements.




Newfoundland Ocean Enterprises Limited

Consolidated Statement of Cash Flows
Year Ended March 31 2017 2016

Decrease in cash and cash equivalents

Operating
Annual deficit $ (7,776) § (7,602)
Change in non-cash items
HST receivable (1,416) (522
Payables and accruals (2,648) 3192
Cash used for operating transactions (11,840) (4,932)
Decrease in cash and cash equivalents (11,480) (4,932)
Cash and cash equivalents, beginning of year —18.002 229
Cash and cash equivalents, end of year $ 6,162 § 18,002

See accompanying notes to the consolidated financial statements.




Newfoundland Ocean Enterprises Limited

Notes to the Consolidated Financial Statements
March 31, 2017

1 Operations

Newfoundland Ocean Enterpnises Limited ceased active operatons on January 1, 1998,
Subsequent to March 31, 2017, this Company and its wholly owned subsidiary, Marystown
Shipyard Limited will be dissolved.

2. Summary of significant accounting policies
Basis of presentation

The consolidated financial statements have been prepared in accordance with Canadian generally
accepted accounting prnciples as recommended by the Public Sector Accounting Board (PSAB)
of the Canadian Insttute of The Chartered Professtonal Accountants of Canada and reflect the
following significant accounting policies.

Principles of cansolidation

The consolidated financial statements include the accounts of Newfoundland Ocean Enterprises
Limited and its wholly owned subsidiary Marystown Shipyard Limited.

Use of estimates

In preparing the Corporation’s consolidated financial statements in conformity with Canadian
public sector accounting standards, management is required to make cstimates and assumptions
that affect the reported amounts of assets and liabilities, and disclosure of contingent assets and
liabilities, a¢ the date of the consolidated financial statements and the reported amounts of
revenues and expenses during the period.

Estimates are based on the best information available at the time of preparation of the
consolidated financial statements and are reviewed annually to reflect new information as it
becomes available. Actual results could differ from these estimates.

Cash and cash equivalents

Cash and cash equivalents include cash on hand, balances with banks, and short term deposits with
otiginal matunities of three months or less. Bank borrowings are considered to be financing
activities.

Financial instruments

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

a financial instrument, except in certain limited circumstances. The Corporation accounts for the
following as financial instruments:

®  cash and cash equivalents; and
® payables and accruals.
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Newfoundland Ocean Enterprises Limited

Notes to the Consolidated Financial Statements
March 31, 2017

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

A financial asset or liability is recognized when the Corporation becomes party to contractual
provisions of the instrument.

The Corporation initially measures its financial assets and financial linbilities at fair value adjusted
by, in the case of a financial instrument that wall not be measured subsequently at fair value, the
amount of transactdon costs directly attributable to the nstrument,

The Corporation subsequently measures its financtal assets and financial liabiliges at cost or
amortized cost, except for derivatives and equity secunties quoted in an active market, which are
subsequently measured at fair value. Changes in fair value are recognized in anmual surplus.

Financial assets measured at amortized cost include cash and eash equivalents.
Financial liabilities measured at cost include payables and accruals.

The Corporation removes financial liabilities, or a portion of, when the obligaton is discharged,
cancelled or expires.

Financial assets measured at cost are tested for impairment when there are indicatorts of
impairment. Previously recognized impairment losses are reversed to the extent of the
improvement provided the asset 1s not carried at an amount, at the date of the reversal, greater
than the amount that would have been the carrying amount had no impairment loss been
recognized previously. The amounts of any write-downs or reversals are recognized in net annual

surplus.

3. Financial instruments

The Corporation’s financial instruments consist of cash and cash equivalents and payables and
accruals. The book value of cash and cash equivalents and payables and accruals approximate fair
value due to their short term maturity date.

Risks and concentrations

The Corporation is exposed to various risks through its financial instruments. The following
analysis provides a measure of the Corporation’s risk exposure and concentrations at March 31,
2017,

Liguidity risk

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated
with financial liabilities. The Corporation is exposed to this risk mainly in respect of its payables
and accruals. The Corporation reduces its exposure to liquidity nsk by monitoring its cash flows
and ensurng that it has sufficient cash available to meet its obligadons and liabilities. In the
opinion of management the liquidity risk exposure to the Corporation is low and not material.
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