Financial Statements of

NORTH SHORE POWER GROUP INC.
And Independent Auditors’ Report thereon
Year ended December 31, 2020

KPMG LLP
Claridge Executive Centre
144 Pine Street
Sudbury ON P3C 1X3
Canada
Tel 705-675-8500
Fax 705-675-7586

INDEPENDENT AUDITORS’ REPORT
To the Shareholder and Board of Directors of North Shore Power Group Inc.

Opinion
We have audited the financial statements of North Shore Power Group Inc. (the “Company”),
which comprise:

•

the statement of financial position as at December 31, 2020

•

the statement of income and comprehensive income for the year then ended

•

the statement of changes in shareholder deficit for the year then ended

•

the statement of cash flows for the year then ended

•

and notes and schedules to the financial statements, including a summary of significant
accounting policies

(Hereinafter referred to as the “financial statements”).
In our opinion, the accompanying financial statements present fairly, in all material respects,
the financial position of the Company as at December 31, 2020, and its financial
performance and its cash flows for the year then ended in accordance with International
Financial Reporting Standards (IFRS).

Basis for Opinion
We conducted our audit in accordance with Canadian generally accepted auditing
standards. Our responsibilities under those standards are further described in the
“Auditors’ Responsibilities for the Audit of the Financial Statements” section of our
auditors’ report.
We are independent of the Company in accordance with the ethical requirements that are
relevant to our audit of the financial statements in Canada and we have fulfilled our other
ethical responsibilities in accordance with these requirements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our opinion.

KPMG LLP, an Ontario limited liability partnership and member firm of the KPMG global organization of independent
member firms affiliated with KPMG International Limited, a private English company limited by guarantee.
KPMG Canada provides services to KPMG LLP.
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Material Uncertainty Related to Going Concern
We draw attention to Note 2 in the financial statements, which indicates that the Company
was affected by significant events occurring in 2015 as well as ongoing uncertainty with
respect to the receipt of annual interest payments casting doubt on the Company’s ability to
satisfy current interest payments and long-term debt repayments. These events or
conditions, indicate that a material uncertainty exists that may cast significant doubt on the
Company’s ability to continue as a going concern.
Our opinion is not modified in respect of this matter.

Responsibilities of Management and Those Charged with Governance
for the Financial Statements
Management is responsible for the preparation and fair presentation of the financial
statements in accordance with International Financial Reporting Standards (IFRS), and for
such internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.
In preparing the financial statements, management is responsible for assessing the
Company’s ability to continue as a going concern, disclosing as applicable, matters related
to going concern and using the going concern basis of accounting unless management
either intends to liquidate the Company or to cease operations, or has no realistic alternative
but to do so.
Those charged with governance are responsible for overseeing the Company’s financial
reporting process.

Auditors’ Responsibilities for the Audit of the Financial Statements
Our objectives are to obtain reasonable assurance about whether the financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue
an auditors’ report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with Canadian generally accepted auditing standards will always
detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in
the aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of the financial statements.
As part of an audit in accordance with Canadian generally accepted auditing standards, we
exercise professional judgment and maintain professional skepticism throughout the audit.
We also:

•

Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for
our opinion.
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The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

•

Obtain an understanding of internal control relevant to the audit 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 Company’s internal control.

•

Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

•

Conclude on the appropriateness of management's use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Company’s
ability to continue as a going concern. If we conclude that a material uncertainty exists,
we are required to draw attention in our auditors’ report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditors’
report. However, future events or conditions may cause the Company to cease to
continue as a going concern.

•

Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

•

Communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.

Chartered Professional Accountants, Licensed Public Accountants
Sudbury, Canada
July 14, 2021

NORTH SHORE POWER GROUP INC.
Statement of Financial Position
December 31, 2020, with comparative information for 2019
2020

2019

Assets
Current assets:
Cash
Accounts receivable
Prepaid expenses and deposits
Current portion of mortgages receivable (note 6)

$

Solar power generation equipment held for future projects (note 4)

3,050,184
1,265,920
46,879
48,012
4,410,995

$

3,095,826
521,396
59,180
46,134
3,722,536

35,967

30,067

1

1

Mortgages receivable (note 6)

1,005,765

1,053,777

Investment in limited partnership (note 7)

1,321,688

1,265,332

732,646

697,899

25,799

44,415

Solar power generation equipment held for leasing purposes (note 8)

5,295,684

5,755,517

Property and equipment (note 9)

2,971,614

3,246,391

Promissory note receivable (note 5)

Deferred tax asset (note 16)
Rights of use assets (note 13)

$

15,800,159

$

15,815,935
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NORTH SHORE POWER GROUP INC.
Statement of Financial Position (continued)
December 31, 2020, with comparative information for 2019
2020

2019

Liabilities and Shareholder Deficiency
Current liabilities:
Accounts payable and accrued liabilities (note 10)
Deferred revenue
Current portion of long-term debt (note 11)
Current portion of finance lease obligations (note 13)

$

Long-term debt (note 11)
Asset retirement obligation (note 12)
Finance lease obligations (note 13)

Shareholder deficiency:
Share capital (note 14)
Deficit

638,590
16,809
626,628
16,436

$

642,654
29,833
601,204
17,580

1,298,463

1,291,271

25,641,256
284,000
8,636

25,789,070
284,000
25,072

27,232,355

27,389,413

144,501
(11,576,697)
(11,432,196)

144,501
(11,717,979)
(11,573,478)

Going concern (note 2)
Commitments and contingencies (note 15)
$

15,800,159

$

15,815,935

See accompanying notes to financial statements.

Approved by the Board of Directors:

____________________________________ Director
____________________________________ Director
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NORTH SHORE POWER GROUP INC.
Statement of Income (Loss) and Comprehensive Income
Year ended December 31, 2020, with comparative information for 2019
2020

Operating revenue (Schedule 1)
Direct operating expenses (Schedule 1)
Gross profit

$

Expenses:
Interest on long-term debt (note 11)
Power project planning and development (Schedule 2)
General and administrative (Schedule 2)
Depreciation

Loss before undernoted items and income taxes
Other income (expenses):
Gain on disposal of property and equipment
Recovery (impairment) on notes receivable
Interest income
Share of comprehensive income of limited partnership

1,936,236
1,572,984
363,252

2019

$

1,052,805
485,000
6,737

1,056,700
208,550
251,738
7,449

1,544,542

1,524,437

(1,181,290)

(1,207,169)

366,949
864,520
56,356

11,093
(366,949)
873,794
23,068

1,287,825
Income (loss) before income taxes
Deferred income tax recovery (note 16)
Income and comprehensive income for the year

$

1,876,613
1,559,345
317,268

541,006

106,535

(666,163)

34,747

838,535

141,282

$

172,372

See accompanying notes to financial statements.
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NORTH SHORE POWER GROUP INC.
Statement of Changes in Shareholder Deficit
Year ended December 31, 2020, with comparative information for 2019
Number of
Shares
Balance, January 1, 2019
Income and comprehensive income for the year
Balance, December 31, 2019
Income and comprehensive loss for the year
Balance, December 31, 2020

87,142

Share
Capital
$

87,142

87,142

144,501 $

(11,890,351) $

-

172,372

144,501

$

Deficit

(11,717,979)

-

141,282

144,501 $

(11,576,697) $

Total
(11,745,850)
172,372
(11,573,478)
141,282
(11,432,196)

See accompanying notes to financial statements.
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NORTH SHORE POWER GROUP INC.
Statement of Cash Flows
Year ended December 31, 2020, with comparative information for 2019
2020

2019

Cash provided by (used in):
Operating activities:
Income and comprehensive income for the year
Items not involving cash:
Amortization of property and equipment
Share of comprehensive income of limited partnership
Deferred income taxes
Gain on disposal of property and equipment

$

Changes in non-cash working capital:
Increase in accounts receivable
Decrease in prepaid expenses and deposits
Increase (decrease) in accounts payable and accrued liabilities
Decrease in deferred revenue

Investing activities:
Solar power generation equipment held for future projects
Payments received on mortgages receivable
Dividends received on limited partnership
Purchase of property and equipment
Proceeds on disposal of property and equipment

Financing activities:
Repayment of long-term debt
Repayment of lease liabilities
Interest accrued on long-term debt

Decrease in cash during the year
Cash, beginning of year

141,282

$

784,003
(56,356)
(34,747)
834,182

780,383
(23,068)
(838,535)
(11,093)
80,059

(744,524)
12,301
(4,064)
(13,024)
84,871

(394,331)
4,562
31,337
(1,813)
(280,186)

(5,900)
46,134
(30,777)
-

(347)
44,329
127,500
(55,684)
11,093

9,457

126,891

(582,714)
(17,580)
460,324
(139,970)

(576,888)
(11,708)
460,324
(128,272)

(45,642)

(281,567)

3,095,826

Cash, end of year

$

Other information:
Interest paid
Interest received

$

172,372

3,050,184

(573,930)
14,556

3,377,393
$

$

3,095,826

(596,377)
46,309

See accompanying notes to financial statements.
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NORTH SHORE POWER GROUP INC.
Notes to Financial Statements
Year ended December 31, 2020

1. Nature of operations:
North Shore Power Group Inc. (the "Company" or "NSPGI") was incorporated on July 18, 2007
under the Ontario Business Corporations Act pursuant to section 142(1) of the Electricity Act,
1998 (Ontario). The Company undertakes economic development processes and projects to
enhance the availability and financing of alternative energy sources in the province of Ontario.
The Company's head office is located at 80 Development Drive, Blind River, Ontario, Canada.
The Company is wholly owned by its parent organization, The Corporation of the Town of Blind
River (the "Town" or the "shareholder").
2. Going concern:
These financial statements have been prepared on a going concern basis, which assumes,
among other things, that the company will be able to make the required payments under the
terms of its long-term debt as they become due.
In early 2015, one of the Company's customers encountered financial difficulties resulting in
the impairment of a significant asset of the Company and, as a result, management anticipates
that the Company's liabilities may continue to significantly exceed its assets in future years.
The portion of the Company's long-term debt held by its shareholder, The Corporation of the
Town of Blind River, has been renegotiated to defer a significant portion of the required
payments, on an interest-free basis, until the maturity date of the loan in 2037 (note 11). The
Company’s customer has continued to experience financial difficulties and as a result there is
uncertainty with respect to the ongoing annual interest payments to be received and the ability
for the Company to satisfy their long-term debt repayments to the Town of Blind River.
Management expects the Company will have adequate financial resources to service the
repayable portion of the long-term debt on an annual basis, however, there remains uncertainty
regarding the Company's ability to discharge the deferred portion of the long-term debt upon
its maturity in 2037 if the promissory note receivable from Plasco Energy Group Inc. is not
collected in accordance with its stated terms and conditions (note 5).
The accompanying financial statements do not include any adjustments relating to the
recoverability of assets and to the reclassification of asset and liability amounts that might be
necessary should the company be unable to continue its operations.
3. Significant accounting policies:
The accounting policies set out below have been applied consistently in all years presented in
these financial statements.
(a) Statement of compliance:
These financial statements have been prepared in accordance with International Financial
Reporting Standards (IFRS) as issued by the International Accounting Standards Board
(the IASB).
(b) Basis of measurement:
These financial statements were prepared using the historical cost basis of measurement.
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NORTH SHORE POWER GROUP INC.
Notes to Financial Statements
Year ended December 31, 2020

3. Significant accounting policies (continued):
(c) Functional and presentation currency:
The Company’s functional and presentation currency is the Canadian dollar.
(d) Use of estimates and judgments:
(i) Assumptions and estimation uncertainty
The preparation of financial statements in conformity with IFRS requires management
to make judgments, estimates and assumptions that affect the application of accounting
policies and the reported amounts of assets, liabilities, income and expenses and
disclosure of contingent assets and liabilities. Actual results may differ from those
estimates.
Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the year in which the estimates are revised and
in any future periods affected. Information about assumptions and estimation
uncertainties that have a significant risk of resulting in material adjustment is included
in the following notes:
Note 13 – Measurement of leases: discount rate
Note 9 – Property and equipment
Note 12 – Asset retirement obligations
Note 15 – Commitments and contingencies
(ii) Judgments
Information about judgments made in applying accounting policies that have the most
significant effects on the amounts recognized in the financial statements is included in
the following note:
Notes 13 – leases: whether an arrangement contains a lease
Notes 13 – leases: lease term, underlying leased asset value
(e) Cash:
Cash is defined as cash on hand, deposits with banks and other highly liquid investments
with terms to maturity of ninety days or less at the date of purchase.
(f) Revenue recognition:
Solar power generation revenue is recognized on an accrual basis based on the amount
of electricity generated during the period at rates stipulated in the power purchase contract
with the Ontario Power Authority (OPA). Solar power generation equipment leasing
revenue is recognized on an accrual basis at the appropriate percentage, stipulated in the
lease agreement, of electricity revenue generated by the leased equipment during the
period at rates stipulated in the power purchase contract between the lessee and the
Ontario Power Authority (OPA).
Finance lease revenue is recognized on accrual basis using the amortized cost method
using the interest rate implicit in the lease agreement signed by the lessee.
Photovoltaic systems design and build revenue is recognized on an accrual basis as
allowed for under the terms of the construction contracts.
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NORTH SHORE POWER GROUP INC.
Notes to Financial Statements
Year ended December 31, 2020

3. Significant accounting policies (continued):
(f) Revenue recognition (continued):
Other revenue including land lease and operations and maintenance contract revenue is
recognized in the period that these services are provided.
(g) Leased assets:
At inception of a contract, the Company assess whether the contract is or contains a lease.
A contract is determined to contain a lease if it provides the Company with the right to
control the use of an identified asset for a period of time in exchange for consideration.
Contracts determined to contain a lease are accounted for as leases. For leases and
contracts that contain a lease, the Company recognizes a right-of-use asset and a lease
liability at the lease commencement date. The right-of-use asset is initially measured at
cost which comprises the initial amount of the lease liability adjusted for any lease
payments made at or before the commencement date, plus any initial direct costs incurred
and an estimate of costs to dismantle and remove the underlying asset or to restore the
underlying asset or the site on which it is located, less any lease incentives received.
The right-of-use asset is subsequently depreciated using the straight-line method from the
commencement date to the earlier of the end of the useful life of the right-of-use asset or
the end of the lease term. The estimated useful lives of right-of-use assets are determined
on the same basis as those of property, plant and equipment. Subsequent to initial
recognition, the right-of-use asset is recognized at cost less any accumulated depreciation
and any accumulated impairment losses, adjusted for certain remeasurements of the
corresponding lease liability.
The lease liability is initially measured at the present value of lease payments plus the
present value of lease payments that are not paid at the commencement date, discounted
using the interest rate implicit in the lease, or if that rate cannot be readily determined, the
Company’s incremental borrowing rate.
The lease liability is subsequently measured at amortized cost using the effective interest
method. It is remeasured when there is a change in future lease payments arising from a
change in an index or rate, if there is a change in the Company’s estimate of the amount
expected to be payable under a residual value guarantee, or if the Company changes its
assessment of whether it will exercise a purchase, extension or termination option. When
the lease liability is remeasured in this way, a corresponding adjustment is made to the
carrying amount of the right-of-use asset, or is recorded in profit or loss if the carrying
amount of the right-of-use asset has been reduced to zero.
The Company has elected not to recognize right-of-use assets and lease liabilities for
leases that have a lease term of 12 months or less or for leases of low value assets. The
Company recognizes the lease payments associated with these leases as an expense on
a straight-line basis over the lease term.
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NORTH SHORE POWER GROUP INC.
Notes to Financial Statements
Year ended December 31, 2020

3. Significant accounting policies (continued):
(h) Solar power generation equipment held for leasing purposes:
Solar power generation equipment held for leasing purposes are recorded at cost less
accumulated depreciation and impairment charges.
The Company provides for
depreciation using the straight line method over 20 years, being their estimated useful lives,
from the day the asset is put into revenue generating production.
(i) Property and equipment:
Property and equipment are stated at cost less accumulated amortization and impairment
losses. Cost includes expenditures that are directly attributable to the acquisition or
construction of the asset when those costs are necessarily incurred for the asset to function
in the manner intended by management and the net costs of dismantling and removing the
leased items and restoring the site on which they are located. When parts of an item of
property and equipment have different useful lives, they are accounted for as separate
items of property and equipment.
All assets having limited useful lives are depreciated using the straight-line or declining
balance method over their estimated useful lives. In the year of acquisition, assets
depreciated on a straight line basis are depreciated from the day the asset is put into
revenue generating production and assets depreciated using the declining balance basis
are depreciated at one half of the annual rate. Assets under development are not
amortized until they are put in use.
The methods of amortization and amortization rates applicable for each class of asset are
as follows:
Vehicles and moveable equipment
Furniture and equipment
Leasehold improvements
Computer hardware
Installation and maintenance equipment
Monitoring system
Industrial park
Dam and wind turbine
Solar power generation equipment

30% declining balance
20% declining balance
3 years straight-line
30% declining balance
5 years straight-line balance
20% declining balance
20 years straight-line
20 years straight-line
20 years straight-line

The golf course pilot project is in construction and has not yet been put in use. Amortization
will commence when the assets are put in use.
The cost of replacing a component of property and equipment is capitalized if it is probable
that future economic benefits embodied within the component will flow to the Company.
The carrying amount of the replaced component is derecognized.
Costs of routine maintenance and repair are expensed in the period they are incurred.
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NORTH SHORE POWER GROUP INC.
Notes to Financial Statements
Year ended December 31, 2020

3. Significant accounting policies (continued):
(j) Impairment:
(i)

Financial assets measured at amortized cost:
A loss allowance for expected credit losses on financial assets measured at amortized
cost is recognized at the reporting date. The loss allowance is measured at an amount
equal to the lifetime expected credit losses for that asset.

(ii) Non-financial assets:
Non-financial assets are subject to impairment tests whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. Where the
carrying value of an asset exceeds its recoverable amount, which is the higher of value
in use and fair value less cost to sell, the asset is written down accordingly.
For the purpose of determining value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the risks specific to the asset.
When it is not possible to estimate the recoverable amount of an individual asset, the
impairment test is carried out on the asset's cash-generating unit, which is the lowest
group of assets in which the asset belongs for which there are separately identifiable
cash flows. Impairment charges are included in operations.
(k) Financial instruments:
All financial assets and all financial liabilities are recognized initially at fair value plus any
directly attributable transaction costs. Subsequently, they are measured at amortized cost
using the effective interest method less any impairment for the financial assets as
described in note 3 (j).
Hedge accounting has not been used in the preparation of these financial statements.
(l) Provision for asset retirement obligations:
A legal or constructive obligation to incur restoration and asset retirement costs arises
when disturbance is caused by the construction of solar panels on a homeowner’s property
or other lands ongoing. A provision for management’s best estimate of the future costs
required for the retirement of these solar panels is recognized and capitalized to the
carrying amount of the corresponding asset, as soon as the obligation to incur such costs
arises. The provision is discounted to its present value using a risk-free rate of return. The
unwinding of the discount is recognized each period as a finance cost. These costs are
charged within income or loss over the economic life of the related assets through
amortization over the assets useful life. The provision is adjusted each period for changes
in the amount or timing of the estimated future cash flows and changes in the discount rate.
These changes are recognized as an additional to or reduction from the corresponding
asset.
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NORTH SHORE POWER GROUP INC.
Notes to Financial Statements
Year ended December 31, 2020

3. Significant accounting policies (continued):
(m) Foreign currency transactions:
At the transaction date, each asset, liability, revenue and expense denominated in a foreign
currency is translated into Canadian dollars by the using the exchange rate in effect at that
date.
At the year-end date, unsettled monetary assets and liabilities are translated into Canadian
dollars by using the exchange rate in effect at the year-end date and the related translation
differences are recognized in operations. Exchange rate gains and losses arising on the
retranslation of monetary financial assets are treated as a separate component of the
change in fair value and recognized in operations. Exchange gains and losses on nonmonetary financial assets form part of the overall gain or loss recognized in respect of that
financial asset.
Non-monetary assets and liabilities that are measured at historical cost are translated into
Canadian dollars by using the exchange rate in effect at the date of the initial transaction
and are not subsequently restated.
(n) Income taxes
Income tax expense comprises current and deferred tax. Current tax and deferred tax are
recognized in profit or loss except to the extent that it relates to a business combination, or
items recognized directly in equity or in OCI.
Current tax expense is the expected tax payable on the taxable income for the year, using
tax rates enacted or substantively enacted at period end, adjusted for amendments to tax
payable with regards to previous years.
Deferred tax is recognized in respect of temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for
taxation purposes. Deferred tax is not recognized for the following temporary differences:
the initial recognition of assets or liabilities in a transaction that is not a business
combination and that affects neither accounting nor taxable profit; and differences relating
to investments in subsidiaries to the extent that they will probably not reverse in the
foreseeable future. Deferred tax is measured at the tax rates expected to be applied to
temporary differences when they reverse, based on the laws that have been enacted or
substantively enacted by the reporting date.
A deferred tax asset is recognized for unused tax losses, tax credits and deductible
temporary differences, to the extent that it is probable that future taxable profits will be
available against which they can be utilized. Deferred tax assets are reviewed at each
reporting date and are reduced to the extent that it is no longer probable that the related
tax benefit will be realized.
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NORTH SHORE POWER GROUP INC.
Notes to Financial Statements
Year ended December 31, 2020

3. Significant accounting policies (continued):
(o) Investment in limited partnership:
Limited partnerships are those entities in which the Company has significant influence, but
not control, over the financial and operating policies. Significant influence is presumed to
exist when the Company holds between 20 and 50 percent of the voting power of another
entity.
Limited partnerships are accounted for using the equity method and are recognized initially
at cost. The financial statements includes the Corporation’s share of the income and
expenses and equity movements of the limited partnership, after adjustments to align the
accounting policies with those of the Company and other adjustments arising from the
elimination of intercompany transactions, from the date that significant influence
commences until the date that significant influence ceases. When the Company’s share of
losses exceed its interest in a limited partnership, the carrying amount of that interest
(including any long-term investments) is reduced to nil and the recognition of further losses
is discontinued except to the extent that the Company has an obligation or has made
payments on behalf of the investee.
4. Solar power generation equipment held for future projects:
Solar power generation equipment held for future projects are recorded at cost and consisting
of spare parts and solar power generation equipment held for the construction of future, longterm solar power generation project assets and accordingly has been classified as a noncurrent assets in these financial statements.
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NORTH SHORE POWER GROUP INC.
Notes to Financial Statements
Year ended December 31, 2020

5. Promissory note receivable:

Promissory note receivable from Plasco Energy Group Inc.,
bearing interest at 4.0% per annum, repayable interest only
beginning December 31, 2016 and each December thereafter,
maturing December 31, 2026 at which time all principal and
accrued interest is due, secured by a general security agreement

2020

2019

$ 19,545,373

$ 19,545,373

Allowance for impairment

(19,545,372)
$

1

(19,545,372)
$

1

This principal amount of the promissory note has been recognized in the statement of financial
position at its estimated recoverable amount.
During the current year, interest in the amount of $1,173,849 was accrued in accounts
receivable from Plasco Energy Group Inc. on the promissory note receivable as payment was
received in partial payments in March, 2020 and April 2020.
The terms of the note receivable agreement, amended on February 22, 2017, includes a
provision requiring payment of a principal bonus of 1% per month for each month the
promissory note receivable is outstanding which is due as of the date of payout of the
promissory note receivable. As of December 31, 2020, the amount of the principal bonus is
$12,313,585 which is not reflected in these financial statements as a result of the uncertainty
in the collectability of the note receivable.
On January 1, 2021 Plasco Energy Group Inc. changed their name to OMNI Conversion
Technologies Inc. There were no changes in the terms of the promissory note agreement at
this time.
6. Mortgages receivable:
2020
Vigor Clean Tech Inc. mortgages receivable in blended semiannual payments of $45,000, calculated with interest at 4.03%
per annum using the effective interest rate method, maturing
September 2036. The undiscounted balance receivable on these
mortgages is $1,440,000 (2019 - $1,530,000)
Less current portion

2019

$ 1,053,777

$ 1,099,911

48,012

46,134

$ 1,005,765

$ 1,053,777
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NORTH SHORE POWER GROUP INC.
Notes to Financial Statements
Year ended December 31, 2020

6. Mortgages receivable (continued):
Estimated principal amounts to be received are as follows:
2021
2022
2023
2024
2025
Thereafter

$

48,012
49,966
52,000
54,117
56,320
793,362

$ 1,053,777

7. Investment in Limited Partnership:
The Company contributed cash and assets totaling $1,326,000 to the Saturn Solar 5 Limited
Partnership (SS5LP), a limited partnership formed under the Limited Partnerships Act (Ontario)
on April 19, 2016. The limited partnership is managed by Saturn Power Inc. (a 49% limited
partner) pursuant to an administrative services agreement. The operations and its solar power
generation facilities are maintained by North Shore Power Group Inc. (a 51% limited partner)
pursuant to an operations and maintenance agreement. The limited partnership's primary
business activity is the development, operation and leasing of solar power generation facilities
located in the Town of Blind River.
Investment in SS5LP
Balance, beginning of year

$

Share of earnings
Less 51% of cash distributions received
Balance, end of year

2020

2019

1,265,332

$ 1,369,764

56,356

23,068

–
$

(127,500)

1,321,688

$ 1,265,332

2020

2019

Condensed supplementary financial information on SS5LP is as follows:

Current assets
Capital assets
Current liabilities
Long-term debt

$

807,882
9,173,220
(491,545)
(6,898,013)

Partner’s capital

$ 2,591,544

$ 2,481,043

Revenue
Expenses

$ 1,109,368
(998,866)

$ 1,073,387
(1,028,155)

Net income

$

$

110,502

$

597,460
9,553,967
(459,332)
(7,211,052)

45,232
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7. Investment in Limited Partnership (continued):
The Company has entered into a lease agreement with SS5LP to lease solar power generation
equipment from SS5LP which is installed on sites for which the Company has solar power
contracts with Hydro One Networks Inc. The lease fees paid by the Company are equal to
100% of the solar power generation revenue received by the Company from these solar power
contracts. The lease fees over the next 5 years cannot be estimated as they are calculated
based on the solar power generation revenue from the site which is variable.

8. Solar power generation equipment held for leasing purposes:
Beginning in 2010, the Company entered into contracts to install ground and roof mounted
solar panels at various sites within the province of Ontario. The Company leases the
equipment to the property owner (the lessee) in exchange for a lease fee equal to 90% of the
solar power generation revenue that is earned by the lessee. Each lease is for a 20 year term.
The total solar power generation equipment under lease is as follows:

Cost
January 1, 2019
Depreciation expense
Balance, at December 31, 2019
Depreciation expense
Balance, at December 31, 2020

$ 9,180,615
–
9,180,615
–
$ 9,180,615

Accumulated
Depreciation

Net Book
Value

$ (2,965,264) $ 6,215,351
(459,834)
(459,834)
(3,425,098)
(459,833)

5,755,517
(459,833)

$ (3,884,931) $ 5,295,684

The Company is responsible for the repair, maintenance and monitoring of the leased
equipment as well as the cost of one temporary removal of the equipment for the repair or
replacement of the lessees' roof or premises. At the end of the lease, the lessees have the
option to purchase the equipment for one dollar. The present value of the estimated cost to
remove and dispose of the equipment for those lessees who do not wish to purchase the
equipment at the end of the lease of $186,000 is included in the cost of the equipment. The
estimated cost to remove has been determined based on the cost of the replacements
completed.
Since the lease payments received by the Company are contingent upon the generation
revenue earned by the lessees, it is not possible to determine what the minimum lease
payments will be over the next 20 year lease periods.
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9.

Property and equipment:

Cost:

Balance, beginning of year $
Additions
Balance, end of year

$

Dam and Wind
Turbine

Golf Course
Pilot Project

26,498 $

58,613

-

17,327

26,498 $

75,940

Dam and Wind
Turbine

Golf Course
Pilot Project

Industrial
Park
$

17,850

Monitoring
System
$

$

17,850

292,194

Furniture,
Equipment and
Leasehold
Improvements
$

$

292,194

27,328

Vehicles and
Moveable
Equipment
$

$

27,328

182,199

$

$

182,199

Installation and
Maintenance
Equipment

Computer
Hardware
26,321

$

1,797
$

28,118

119,649

Solar Power
Generation
Equipment
$

11,653
$

131,302

5,097,498

Total
2020
$

5,848,150

$

5,878,927

$

5,097,498

30,777

Accumulated amortization:

Balance, beginning of year $
Depreciation
Balance, end of year

$

12,817 $

-

1,325

-

14,142 $

-

Industrial
Park
$

2,589

Monitoring
System
$

893
$

3,482

234,938

Furniture,
Equipment and
Leasehold
Improvements
$

11,451
$

246,389

20,463

Vehicles and
Moveable
Equipment
$

1,373
$

21,836

125,314

$

17,066
$

142,380

Installation and
Maintenance
Equipment

Computer
Hardware
21,684

$

1,661
$

23,345

40,917

Solar Power
Generation
Equipment
$

16,911
$

57,828

2,143,037

Total
2020
$

2,601,759

$

2,907,313

254,874
$

2,397,911

305,554

Net book value:

At December 31, 2020

$

Dam and Wind
Turbine

Golf Course
Pilot Project

12,356 $

75,940

Industrial
Park
$

14,368

Monitoring
System
$

45,805

Furniture,
Equipment and
Leasehold
Improvements
$

5,492

Vehicles and
Moveable
Equipment
$

39,819

Installation and
Maintenance
Equipment

Computer
Hardware
$

4,773

$

73,474

Solar Power
Generation
Equipment
$

2,699,587

Total
2020
$

2,971,614
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9.

Property and equipment (continued):

Cost:

Dam and Wind
Turbine
Balance, beginning of year $
Additions

26,498

Golf Course
Pilot Project
$

26,498

48,551

Industrial
Park
$

10,062
$

58,613

17,850

Monitoring
System
$

$

17,850

292,194

Furniture,
Equipment and
Leasehold
Improvements
$

$

292,194

27,328

Vehicles and
Moveable
Equipment
$

$

27,328

150,115

$

32,084
$

182,199

Installation and
Maintenance
Equipment

Computer
Hardware
26,321

$

$

26,321

106,111
13,538

$

119,649

Solar Power
Generation
Equipment
$ 5,097,498

Total
2019
$

5,792,466

$

5,848,150

$ 5,097,498

55,684

Accumulated amortization:

Dam and Wind
Turbine
Balance, beginning of year $

$

1,325

Depreciation
Balance, end of year

11,492

Golf Course
Pilot Project

$

12,817

-

Industrial
Park
$

$

-

1,697

Monitoring
System
$

892
$

2,589

220,624

Furniture,
Equipment and
Leasehold
Improvements
$

14,314
$

234,938

18,747

Vehicles and
Moveable
Equipment
$

1,716
$

20,463

107,810

$

17,504
$

125,314

Installation and
Maintenance
Equipment

Computer
Hardware
19,696

$

1,988
$

21,684

$

Solar Power
Generation
Equipment

22,927

$ 1,888,162

17,990

254,875

40,917

$ 2,143,037

Total
2019
$

2,291,155

$

2,601,759

310,604

Net book value:

Dam and Wind
Turbine
At December 31, 2019

$

13,681

Golf Course
Pilot Project
$

58,613

Industrial
Park
$

15,261

Monitoring
System
$

57,256

Furniture,
Equipment and
Leasehold
Improvements
$

6,865

Vehicles and
Moveable
Equipment
$

56,885

Installation and
Maintenance
Equipment

Computer
Hardware
$

4,637

$

78,732

Solar Power
Generation
Equipment
$ 2,954,461

Total
2019
$

3,246,391
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9. Property, plant and equipment (continued):
The dam was purchased from the Town at an amount equal to the Town’s carrying value of the
assets. All revenues from these assets are to be paid to the Town and all expenses from these
assets are to be paid by Town. The Town assumes all liabilities that may arise from these
assets.
The golf course pilot project is a net metering project set up at the Huron Pines Golf Course in
the Town. All revenues from this asset are to be paid to the Huron Pines Golf Course, however,
when the equipment is dismantled, the equipment will return to the inventory of the Company.
As the project has not yet become operational, the equipment is not being depreciated.
10. Accounts payable and accrued liabilities:
2020
Trade accounts payable and accrued liabilities
Government remittance payable
Accrued interest payable to the Town of Blind River (note 11)

2019

$

168,854
12,374
457,362

$

157,804
10,283
474,567

$

638,590

$

642,654

11. Long-term debt:
2020
CWB Maximum, non-revolving term loan
repayable in blended quarterly payments of $16,851,
including interest at 6.32% per annum, due March 9, 2025
and secured by specific solar power generation equipment
with a net book value of $518,408 (2019 - $554,741)
Corporation of the Town of Blind River unsecured, non-interest
bearing loan repayable in blended semi-annual payments of
$4,500, calculated with interest at 4.03% per annum using
the effective interest rate method, maturity September 2036.
The undiscounted balance payable on this loan is $144,000
2019 - $153,000)

$

262,213

2019

$

311,099

106,919

111,595

Corporation of the Town of Blind River term loan, repayable in
blended annual payments of $1,115,324 with interest at
4.03% per annum, due April 1, 2037 (accrued interest of
$457,362 (2019 - $474,567) included in accounts payable
and accrued liabilities)

13,537,148

14,084,852

Corporation of the Town of Blind River interest-free loan,
calculated with interest at 4.03% per annum using the effective
interest rate method, with the principal due in one balloon payment
of $23,406,750 at maturity on April 1, 2037. Accreted interest
of $2,547,489 (2019 - $2,068,614) has been recorded.

12,361,604

11,882,728

26,267,884

26,390,274

626,628

601,204

$ 25,641,256

$ 25,789,070

Less: current portion
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11. Long-term debt (continued):
The Corporation of the Town of Blind River loans are secured by a general security agreement
over all assets of the Company.
The classification of the loan balance between current and non-current in the statement of
financial position, as well as the disclosure of principal payments required over the next five
years and thereafter are as follows:

2021
2022
2023
2024
2025
Thereafter

$ 626,628
653,154
680,831
709,711
705,879
22,891,681

Interest on long-term debt is inclusive of interest and accreted interest on long-term debt as
follows:

Interest on long-term debt
Accreted interest on long-term debt

2020

2019

573,930
478,875

$ 596,377
460,323

$ 1,052,805

$1,056,700

$

The agreement with the Town includes an interest rate of 0% for the balloon payment portion
of the loan. An imputed interest rate of 4.03% was applied to the balloon payment portion of
the loan, consistent with the annual payments portion of the loan from the Town. The resulting
imputed interest is accrued on the balloon payment annually until the maturity date in 2037.
12. Asset retirement obligations:
Estimated asset retirement obligations have been provided for the eventual disassembly,
removal and disposal costs of the solar power generation equipment. The present value of the
estimated cost of disassembling, removing and disposing of the equipment when the solar
power generation contracts have ended has been included in the cost of the asset and is
depreciated over the life of the solar power generation contract which the equipment is used
for.
The asset retirement obligation may change materially based on future changes in operations,
and regulatory requirements.
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13. Finance lease obligations:
Monitoring
System
Right-of-use assets
Cost
Balance at December 31, 2019
Balance at December 31, 2020
Accumulated depreciation
Balance at December 31, 2019
Depreciation
Balance at December 31, 2020
Carrying amounts
At December 31, 2019
At December 31, 2020
Finance lease liability
Balance at January 1, 2020
Interest
Repayments
Balance at December 31, 2020
Made up of
Current portion
Long-term finance lease liability

Vehicles and
moveable equipment

Total

$

5,647
5,647

$

48,713
48,713

$

54,360
54,360

$

2,420
2,378
4,798

$

7,525
16,238
23,763

$

9,945
18,616
28,561

$
$

3,227
849

$
$

41,188
24,950

$
$

44,415
25,799

$

3,200
74
(2,621)
653

$

39,452
1,463
(16,496)
24,419

$

42,652
1,537
(19,117)
25,072

$

15,783
8,636
24,419

$

16,436
8,636
$25,072

$
$

653
–
653

$

$

Certain leases held by the Company provide the Company with extension options and
termination options that may impact the term of the Lease which can impact the finance lease
liability recognized in the statement of financial position. The Corporation has determined the
lease term for all contracts based on all available information as at the reporting date.
14. Share capital:
2020

2019

$ 109,501
35,000

$ 109,501
35,000

$ 144,501

$ 144,501

Authorized:
Unlimited common shares
Unlimited number of non-cumulative, discretionary
dividend paying, redeemable at an amount equal to the
consideration received on their issuance, non-voting
special shares
Issued:
52,142 common shares
35,000 special shares
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15. Commitments and contingencies:
a) The Company has entered into a lease agreement for office and warehouse space with
the Blind River Development Corporation, a corporation wholly owned by the Company's
shareholder. The annual lease payment is $81,910 expired in March 2019 and continues
month to month. The lease payments include all regular maintenance, utilities and property
taxes on the premises.
(b) The Company has entered into land leases whereby solar power generation equipment
owned by the Company is installed on land owned by third parties. The land leases are
for the life of the solar power generation contracts with Hydro One Networks Inc. which are
for 20 years beginning in 2011. The lease fees will be $74,400 per year.
c) The Company has also entered into a roof lease contract whereby solar power generation
equipment owned by the Company is installed on the roof of a property owned by a third
party. The roof lease is for the life of the solar power generation contract with Hydro One
Networks Inc. which are for 20 years. The lease fees over the next 5 years cannot be
estimated as they are calculated as 7.5% of the solar power generation income from the
site.
16. Deferred income taxes:
The provision for income taxes recorded in the statement of income and comprehensive
income differs from the amount which would be obtained by applying the statutory income tax
rate of 26.5% (2019 - 26.5%) to the earnings for the years as follows:
2020

2019

Income (loss) for the year before income taxes

$

106,535

$ (666,163)

Anticipated income tax expense (recovery)

$

28,232

$ (176,533)

Tax effect of the following:
Non-deductible items
Adjustment to prior years
Change in unrecognized temporary differences
Non-taxable portion of capital gain
Other

Income tax recovery

$

123
(206,039)
142,937
–
–

125
–
(624,389)
(31,983)
(5,755)

(34,747)

$ (838,535)
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16. Deferred income taxes (continued):
The Significant components of Company’s deferred income tax balances are as follows:
2020
Deferred tax assets:
Non-capital loss carry-forwards
Fixed assets
Mortgages receivable
Other

$

Deferred tax liability:
Long-term debt
Investment in limited partnerships
Right of use assets

Net deferred tax asset

$

2,173,002
1,743,912
102,349
613
4,019,876

2019

$ 2,646,158
1,541,085
(100,616)
451
4,087,078

(2,936,790)
(350,247)
(193)

(3,053,866)
(335,313)
–

(3,287,230)

(3,389,179)

732,646

$

697,899

The Company has certain temporary differences that have not been recognized as a deferred
tax asset as at December 31, 2020. It was determined, that in the opinion of management, it
is not probable that tax benefit will be realized in the foreseeable future.
Unrecognized deferred tax assets

Non-capital tax loss carry-forwards

$

2020

2019

2,359,638

$ 2,216,700

The company has non‐capital tax losses of $17,104,211 carried forward from prior years which
can be applied to reduce future years' taxable income. These non-capital losses will expire in
2035. The portion of non-capital tax losses included in the table above have not been
recognized as deferred tax assets within these financial statements. The unrecognized portion
of the tax losses will be reviewed on an annual basis and the tax benefit recognized when it is
determined to be probable that they will be realized.
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17. Critical accounting estimates and judgments:
The Company makes estimates and assumptions about the future that affect the reported
amounts of its assets and liabilities. Estimates and judgments are continually evaluated based
on historical experience and other factors, including expectations of future events that are
believed to be reasonable under the circumstances. In the future, actual experience may differ
from these estimates and assumptions.
The effect of a change in accounting estimate is recognized prospectively by including it in
operations in the period of the change, if the change affects that period only or in the period of
change and future periods, if the change affects both.
The estimates and assumptions that have significant risk of causing material adjustment to the
carrying amounts of assets and liabilities within the next financial year are as follows:
(a) Income and sales taxes:
The Company periodically assesses its liabilities and contingencies related to current and
deferred income taxes as well as sales taxes for all years open to audit based on the latest
information available. For matters where it is probable that an adjustment will be made,
the Company records its best estimate of the tax liability including the related interest and
penalties. Management believes that they have adequately provided for the probable
outcome of these matters, however, the final outcome may result in a materially different
outcome than the amount included in the tax liabilities.
(b) Amortization expense:
In the determination of amortization rates, the Company makes judgments about the useful
lives of its property and equipment, in particular solar panels. Management has based
these judgments on information provided by the manufacturer of the panels, historical
experience and the duration of the power generation contracts with the Hydro One
Networks Inc.
(c) Impairment of property and equipment:
The Company determines that its property and equipment and its investments are impaired
when there has been a significant or prolonged decline in fair value below its carrying
amount. The determination of what is significant or prolonged requires judgment. In
making these judgments, the Company considers, among other factors, the financial health
of the investee, future power generation potential and forecasted maintenance costs.
(d) Impairment of financial assets:
The Company determines that its financial assets are impaired when there is objective
evidence of a decline in fair value below the carrying amount. The interpretation of the
objective evidence requires judgment. In making these judgments, the Company
considers, among other factors, the financial health of the investee and default or
delinquency in interest or principal payments.
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18. Related party transactions:
The Company is wholly owned by the Corporation of the Town of Blind River (the shareholder).
The Company entered into the following transactions with its sole shareholder and key
management personnel, which are defined by IAS 24 - Related Party Disclosures, as those
persons having the authority and responsibility for planning, directing and controlling the
activities of the Company, including directors and management.
Effective March 1, 2010, the shareholder entered into a $49,500,000 loan agreement with the
Company. This loan agreement was amended in early 2015 whereby the remaining loan
balance was split into two components. The first component of the loan is repayable on an
annual basis. The balance of the repayable portion of the loan at December 31, 2020 is
$13,537,148 (2019 - $14,084,852). Accrued interest of $457,362 (2019 - $474,567) relating to
this loan is included within accounts payable and accrued liabilities. The second component
of the loan is without interest and requires only a single balloon payment at maturity. The
balance of the interest free portion of the loan is $12,361,604 (2019 - $11,882,728) including
accrued interest using the amortized cost method of $2,547,489 (2019 - $2,068,614).
During the year, the Company paid a management fee of $180,000 (2019 - $180,000) plus
HST to a corporation related to a director of the Company for project management services
provided by the corporation in the ordinary course of business. This expense is included in
solar project planning and development expense shown in Schedule 2. There is no payable at
year end related to these fees.
During the year, the Company rented office and warehouse space from the Blind River
Development Corporation (“BRDC”), a corporation under common control. The total rent for
2020 was $81,910 (2019 - $81,910). A portion, $6,727 (2019 - $6,727), of this expense has
been included in rent expense on Schedule 2: Planning and Administrative expenses. The
remainder of the expense has been included in operating expenses allocated based on usage.
There was no payable at year-end for rent for the year ended December 31, 2020.
At December 31, 2020, the company has accrued a payable to the shareholder of $35,107 for
insurance coverage under a cost sharing arrangement since May 23, 2018. During the year
$43,314 (2019 - $31,393) was expensed for insurance coverage under a cost sharing
arrangement. This expense is included in insurance expense in Schedule 1.
Key management personnel:
The key management personnel of the Company have been defined as members of its board
of directors and executive management team members, and their compensation is summarized
below.

Directors’ fees

2020

2019

$ 6,000

$ 6,000
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18. Related party transactions (continued):
In 2010, the Company entered into a 20 year contract to install and lease solar power
generation equipment to its shareholder. The lease agreement is identical to the lease
agreements the Company has with substantially all of its other solar power generation
equipment leases which stipulate a lease rate of 90% of the solar power generation revenue.
The lease fees charged to its shareholder in 2020 were $297,451 (2019 - $297,451) and are
included within equipment lease revenue.
A dam and wind turbine were purchased from the shareholder in a prior year at an amount
equal to the shareholder's carrying value of the assets. All revenues from these assets are to
be paid to the shareholder and all expenses from these assets are to be paid by the
shareholder. The Corporation of the Town of Blind River assumes all liabilities that may arise
from these assets. The company amortizes these assets on a straight line basis over 20 years.
The wind turbine was dismantled in 2018 as the operational costs exceeded the revenue it was
expected to generate. The net book value of the wind turbine of $14,828 was written off in 2018
and is included in the loss on disposal of property and equipment within the Statement of
income (loss) and comprehensive income (loss). The shareholder has entered into a contract
with the Company for the operations and maintenance of the dam beginning in May 2018 for
$3,000 per month. The $36,666 charged to the Town in 2020 is included in operation and
maintenance contracts revenue within Schedule 1.
In 2013, the Company entered into a 20 year lease agreement with the shareholder for
approximately 24.15 acres of land at the Blind River Industrial Park. The lease grants the
Company the right to prepare the site for a solar generation project, the right to build or
sublease the land for the building of a solar lease project, to connect the solar generation
equipment installed on the land to electrical infrastructure and generate electricity from the
solar generation equipment on the land. The Company has connected solar generation
equipment located on the leased land to the Ontario power grid and has commenced
transmitting electricity and generating revenue therefrom. The Company pays annual lease
payments of $4,058 to the shareholder and the Company is also responsible for all municipal
taxes on the leased land. The term of the lease is 20 years from the date the first lease payment
is due plus one year thereafter to decommission the site. In 2020, $4,058 (2019 - $4,058) of
lease fees were paid to the Town. These lease fees are included as an operating expense on
Schedule 1.

25

NORTH SHORE POWER GROUP INC.
Notes to Financial Statements
Year ended December 31, 2020

18. Related party transactions (continued):
In 2013, the Company acquired 62 acres of land (consisting of 5 lots) at the Blind River
Industrial Park from the Town in exchange for 10% of the annual gross revenue derived from
any energy project developed on the property. In 2016, the Company completed all conditions
necessary for the sale of 3 of those lots to Vigor Clean Tech Inc. for a total of $1,800,000. The
Company will pay the Town semi-annual payments of $4,500 over 20 years for a total of
$180,000 representing 10% of the sale proceeds. On the 2 remaining lots, the Company has
obtained 20 year FIT contracts, and as a result solar power generation installations owned by
Saturn Solar 5 Limited Partnership (SSSLP) have been built on each lot, and the sites began
generating revenue in July 2018. The Company has 20 year contracts with SS5LP for the
lease of solar generation equipment equal to 100% of the power generation revenue earned
from the sites. SS5LP will lease the 2 lots from the Company for $1,000 per year. The
Company will pay 10% of the lease fee to the Town. In addition, the Company will pay 10% of
its 51% share of the net income of SS5LP directly related to those 2 solar power contracts to
the Town for the purchase of 2 lots. In 2020, the Company paid $3,540 to the Town for those
2 lots based on the information in the audited financial statements of SS5LP. As the payments
are based on SS5LP’s net income generated from the sites, it is not possible to estimate at this
time the amount of the payments to be made over the next 5 years and the total amount to be
paid to the Town for those 2 lots.
On March 1, 2016, the Company entered into three 20 year lease agreements with the Town
to lease 3 lots of land at the Blind River Industrial Park for 10% of the gross power sales
revenue from all power generation projects built on the site. The leases grant the Company
the right to prepare the site for a solar generation project, the right to build, or sublease the
land for the building of, a solar lease project, to connect the solar generation equipment
installed on the land to electrical infrastructure and generate electricity from the solar
generation equipment on the land. As the Company connected the solar generation equipment
on the leased lands to the Ontario power grid in 2017 and has commenced transmitting
electricity and generating revenue therefrom, the Company began paying annual lease
payments to the Town in 2017. The Company is responsible for all municipal taxes on the
leased land. The term of the lease is 20 years from the date the first lease payment is due and
may be extended on a monthly basis after that time. In 2020, $63,409 (2019 - $60,467) of lease
fees were paid to the Town. These lease fees are included as an operating expense on
Schedule 1. These lease fees have been offset against the solar power revenue earned on
the sites.
In 2016 the Company formed the limited partnership, Saturn Solar 5 LP along with Saturn
Power Inc. The partnership was formed to build and lease solar power generation facilities to
the Company. The Company has a 51 % equity interest in the limited partnership. During the
year, the Company earned $31,273 (2019 - $30,705) in operation and maintenance fees from
SS5LP and paid $1,144,438 (2019 - $1,144,438) in solar power equipment lease fees to SS5LP
which have been offset against the solar power revenue earned from the sites where the leased
equipment is being used.
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19. Financial instruments and risk management:
(a) Fair value disclosure:
Cash is measured at fair value. The carrying values of accounts receivables and accounts
payable and accrued liabilities approximate fair value because of the short maturity of these
instruments.
(b) Financial risks:
The Company understands the risks inherent in its business and defines them broadly as
anything that could impact its ability to achieve its strategic objectives. The Company’s
exposure to a variety of risks such as credit risk, interest rate risk, and liquidity risk, as well
as related mitigation strategies are discussed below.
i)

Credit risk:
Financial assets carry credit risk that a counterparty will fail to discharge an obligation
which could result in a financial loss. Financial assets held by the Company such as
accounts receivable, mortgage receivable and the promissory note receivable, expose
it to credit risk. The Company earns its revenue from customers located in the Town
of Blind River. No single customer accounts for a balance in excess of 10% of total
accounts receivable.
The carrying amount of accounts receivable is reduced through the use of an
allowance for estimated credit losses and the amount of the related impairment loss is
recognized in net income. Subsequent recoveries of receivables previously
provisioned are credited to net income. There are no amounts included within the
allowance for impairment at December 31, 2020 for accounts receivable. Within the
promissory note receivable an impairment for the allowance for uncollectible accounts
of $19,545,372 (2019 - $19,545,372) has been recorded.
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19. Financial instruments and risk management (continued):
(b) Financial risks (continued):
i)

Credit risk(continued):
The Corporation's credit risk associated with accounts receivable is primarily related
to payments from customers. At December 31, 2020, within customer trade accounts
receivable there are no amounts considered to be past due.

ii)

Market risk:
Market risk primarily refers to the risk of loss resulting from changes in commodity
prices, foreign exchange rates, and interest rates. The Company currently does not
have any material commodity, foreign exchange risk or interest rate risk.

iii) Liquidity risk:
The Company monitors its liquidity risk to ensure access to sufficient funds to meet
operational and investing requirements. The Company’s objective is to ensure that
sufficient liquidity is on hand to meet obligations as they fall due while minimizing
interest exposure. The Company monitors cash balances daily to ensure that a
sufficient level of liquidity is on hand to meet financial commitments as they come due.
The majority of accounts payable, as reported on the statement of financial position,
are due within 30 days.
iv) Capital disclosures:
The Company's objectives with respect to capital management are to maintain a
sufficient capital base to meet its obligations under its long-term debt and to maintain
or increase current operating levels. A secondary objective is to accumulate additional
capital to allow the Company to pursue new alternative energy development projects
in its operating region. Capital, for this purpose, consists of the sum of shareholder's
deficit and subordinated loans from the Company's shareholder, the Corporation of the
Town of Blind River. The Company is not subject to any externally-imposed capital
requirements and has not changed its objectives, policies or processes for managing
capital during the current year.
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19. Financial instruments and risk management (continued):
(b) Financial risks (continued):
iv) Capital disclosures (continued):
The Company’s definition of capital includes shareholder's deficiency and long-term
debt. As at December 31, 2020, shareholder's deficiency amounts to ($11,432,196)
(2019 - ($11,717,979)) and long-term debt amounts to $26,576,956 (2019 $26,432,926).
(c) Other risks:
On March 11, 2020, the COVID-19 outbreak was declared a pandemic by the World Health
Organization and has had a significant global impact with respect to financial markets. This
has resulted in Governments worldwide enacting emergency measures to combat the
spread of the virus. Several measures were put in place which include the implementation
of travel bans, self-imposed quarantine periods and social distancing. These measures
have caused material disruption to individuals, businesses, and organizations globally
which has resulted in an economic slowdown. Governments and central banks have
reacted with significant monetary and fiscal interventions designed to stabilize economic
conditions. However, the success of these interventions is not currently determinable.
At the time of approval of these financial statements, the Company, which conducts
business in communities impacted by COVID-19, has experienced the following indicators
of financial implications and undertaken the following activities in relation to the COVID-19
pandemic:
–– Purchase and use of personal protective equipment in all public spaces
–– Compliance with all Ontario government emergency orders
These factors present uncertainty over future cash flows, may cause changes to the assets
or liabilities and may have an impact on future operations. An estimate of the financial
effect is not practical at this time.
20. Comparative information:
Certain comparative figures have been reclassified, where applicable, to conform to the
financial statement presentation adopted in the current year. The changes do not affect prior
year earnings.
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Solar power
generation

Revenue:
Solar power generation revenue
Equipment lease revenue
Design and build revenue
Other revenue

$

Expenses:
Amortization
Cost of photovoltaic system design and build
Operations and maintenance
Land, roof and equipment lease
Insurance
Internet fees
Utility delivery charges
IESO Contract Administration

Gross profit (loss)

$

Solar power
generation
equipment
leasing

669,417 $
669,417

$
861,612
861,612

254,875
38,201
74,400
12,665
13,676
3,162
396,979

504,847
205,782
30,649
11,498
13,596
1,565
767,937

272,438 $

93,675 $

Land
lease

$
12,774
12,774

Operation and
maintenance
contracts

392,433
392,433

892
4,059
4,951

16,652
386,465
403,117

7,823 $

(10,684)

Total
2020

$

$

Total
2019

669,417 $
861,612
405,207
1,936,236

614,365
875,522
52,638
334,088
1,876,613

777,266
630,448
78,459
43,314
25,174
16,758
1,565
1,572,984

772,934
3,015
619,890
78,459
31,393
24,592
14,997
14,065
1,559,345

363,252 $

317,268
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Schedule of Solar Project Planning and Development Expenses
Year ended December 31, 2020, with comparative information for 2019
2020
Power project planning and development expenses:
Planning, design and supervision
Professional fees
Supplies
Travel and meetings
Customer relations

General and administrative expenses:
Payroll
Management fees
Office supplies
Professional fees
Rent
Director fees
Telephone, internet and fax
Bank service charges
Office maintenance
Memberships
Property taxes

2019

$

-

$

180,000
26,739
940
669
202

$

-

$

208,550

$

156,607
180,000
39,430
79,104
6,727
6,000
5,950
3,508
2,633
4,343
698

$

160,068
28,621
37,185
6,727
6,000
5,161
2,837
2,559
1,952
628

$

485,000

$

251,738
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