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Our Legislated Objectives 
 
Pursuant to section 6 of the Energy Corporation Act, the legislated objectives of the 
Prince Edward Island Energy Corporation are ..... “to develop and promote the 
development of energy systems and the generation, production, transmission and 
distribution of energy in all its forms on an economic and efficient basis, to provide 
financial assistance for the development, installation and use of energy systems, 
and to coordinate all government programs in the establishment and application of 
energy systems in the province.”  
 
 
Our Core Activities 

 
Consistent with our legislated objectives, the Corporation:  
 
$ Owns and operates wind farm operations at Elmira (30 megawatts), 

Hermanville/Clearspring (30 megawatts) and North Cape (13.56 megawatts); 
 
$ Owns electrical transmission facilities in Prince County that connect its North 

Cape operations and other renewable energy generators to the Maritime 
Electric grid; 
 

$        Finances energy projects and energy systems, particularly those initiatives 
that involve renewable development in PEI (e.g., Wind Energy Institute of 
Canada); 

 
$ Develops and implements the elements of the Provincial Energy Strategy; 

 
$       Seeks to increase electrical energy reliability and capacity through the Cable 

Interconnection Upgrade Project between the PEI grid and the mainland; and 
 

$        Provides guidance to Government for the formulation of provincial policy, 
programs, legislation and agreements that pertain to energy matters. 
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Message from the Minister 
 
 
The Honourable Frank Lewis 
Lieutenant Governor of Prince Edward Island 
PO Box 2000 
Charlottetown, PE C1A 7N8 
 
Dear Lieutenant Governor: 
 
Prince Edward Island continues as a world leader in developing wind power to meet 
its growing electricity requirements. This year, the four wind farms owned by the 
Prince Edward Island Energy Corporation generated more than 224,000 MWh of 
renewable electricity for the use of Islanders.  
 
A significant project nearing completion is the Cable Interconnection Upgrade 
Project.  Upon project completion in July 2017, the electrical capacity between PEI 
and NB will increase from 200 MW to 560 MW through the installation of two 
180-MW submarine cables. During the year, the Prince Edward Island Energy 
Corporation completed the laying and burying of the new cables. 
  
Also this year, the Corporation completed work on a new Provincial Energy 
Strategy.  In March 2017, the Strategy was released, providing a guide to energy 
development on PEI over the next five to ten years.  Key recommendations include: 
expansion of energy efficiency programs, development of additional renewable 
energy generation, and a new focus on reducing fossil fuel use in transportation.   

 
In accordance with subsection 10.(1) of the Energy Corporation Act, it is my 
pleasure to submit to the Legislative Assembly the 34th Annual Report of the Prince 
Edward Island Energy Corporation which covers activities and finances for the 
2016-17 fiscal year. 
 
Respectfully submitted, 
 
 
 
Paula Bigger 
Minister of Transportation, Infrastructure and Energy 
Minister Responsible for the Prince Edward Island Energy Corporation   
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Message from the Chief Executive Officer 
 

The Honourable Paula Bigger 
Minister of Transportation, Infrastructure and Energy 
PO Box 2000 
Charlottetown, PE    C1A 7N8 
 
Dear Honourable Minister: 
 
This year, the Prince Edward Island Energy Corporation’s combined wind farm 
facilities at East Point, North Cape and Hermanville/Clearspring continued to 
produce clean energy for Islanders.  In the 2016-17 fiscal year, production exceeded 
224,000 MWh.  Including private and municipal wind farms, approximately 25% of 
Prince Edward Island’s electrical energy for 2016-17 was attributed to wind power. 
 
In 2016-17, the Corporation undertook two important projects.  The first was the 
Cable Interconnection Upgrade Project.  Upon expected project completion in July 
2017, the commissioning of two new 180-MW submarine cables will increase 
electrical capacity between PEI and NB from 200 MW to 560 MW.  This year, the 
Corporation completed the laying and burying of the new cables.  Additionally, 
after extensive public consultations, the Corporation released a new Provincial 
Energy Strategy in March 2017.  The Strategy makes recommendations for 
provincial initiatives including expanded energy efficiency programs, additional 
renewable energy generation, and increased focus on energy used in transport. 
 
 In addition, the Corporation maintained its ongoing responsibility to finance the 
debt incurred to refurbish Point Lepreau and exit from the Dalhousie Thermal 
Generating Station Participation Agreement.  Through its provision of low cost 
financing, the Corporation continued to reduce costs for Island ratepayers. 
 
On behalf of the Board of Directors of the Prince Edward Island Energy 
Corporation, it is my pleasure to provide you with the Annual Report that provides 
a description of the activities and financial accounting for the 2016-17 fiscal year.  
It is my opinion that this Annual Report accurately describes the activities and 
finances of the Corporation during this reporting period. 
 
Yours sincerely, 
 
 
Kim Horrelt 
Chief Executive Officer  
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Executive Summary 
 

The Prince Edward Island Energy Corporation is a provincial Crown corporation 
whose form and function is dictated by the Energy Corporation Act.  Reporting to 
the Minister responsible for energy matters, the Prince Edward Island Energy 
Corporation is governed by a Board of Directors that consists of between five and 
seven members.  The day-to-day operations of the Corporation rest with the Chief 
Executive Officer who is also an ex officio board member. 
 
Through ownership of wind farms at North Cape (10.56 MW), East Point (30 MW), 
Hermanville/Clearspring (30 MW) and the V-90 prototype (3 MW), the 
Corporation supplied approximately 224,000 MWh of renewable electricity to 
Islanders in the 2016/17 fiscal year.   
 
The Corporation reported revenue of $20.2 million this past fiscal year which was a 
7% decrease from the previous year.  Closer to average historical wind power 
production resulted in revenues being down across all the wind farms.  The 
Prototype showed the lowest revenue reduction at 4%.  Lower overall availability at 
the Hermanville/ Clearspring wind farm resulted in a 12% decrease in revenue.   
Total expenses increased to $12.6 million, a 3% increase over the previous year, 
which can be primarily attributed to increased service and warranty fees. 
 
The Corporation also continued to administer debt financing related to the 
refurbishment of Point Lepreau and the decommissioning of the Dalhousie Thermal 
Generating facility.  As a Government entity, the Corporation has been able to 
access borrowing rates lower than those available to private industry and then pass 
the associated savings onto Island ratepayers.  In 2016-17, further cost savings were 
achieved when the Corporation refinanced a portion of the debt at a lower interest 
rate. 
 
During this reporting period, the Corporation was responsible for two important 
projects: the Cable Interconnection Upgrade Project and development of a new 
Provincial Energy Strategy.  The Cable Interconnection Upgrade Project has an 
expected project completion in July 2017, when the commissioning of two new 
180-MW submarine cables will increase electrical capacity between PEI and NB 
from 200 MW to 560 MW.  This year, the Corporation completed the laying and 
partial burial of the new cables.  Additionally, after extensive public and 
stakeholder consultations, the Corporation released a new Provincial Energy 
Strategy in March 2017.  The Strategy makes recommendations for provincial 
initiatives including expanded energy efficiency programs, additional renewable 
energy generation, and increased focus on energy used in transport. 
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Board of Directors 

The affairs of the Prince Edward Island Energy Corporation are under the direction 
of a Board of Directors that consists of between five and seven members. Directors 
are appointed, at pleasure, for a three-year term.   

As of March 31, 2017, the board members are as follows:  

NAME POSITION 
HELD 

TERM OF APPOINTMENT 

Deputy Minister of Transportation, 
Infrastructure & Energy  
(John MacQuarrie) 

Chairperson June 9, 2015 – June 9, 2018 

Deputy Minister of Finance 
(David Arsenault) 

Director June 9, 2015 – June 9, 2018 

Deputy Minister of Economic 
Development & Tourism  
(David Keedwell) 

Director June 9, 2015 – June 9, 2018 

Clerk of the Executive Council 
(Paul Ledwell) 

Director June 9, 2015 – June 9, 2018 

Secretary to Treasury Board 
(Dan Campbell) 

Director June 9, 2015 – June 9, 2018 

Director of Intergovernmental 
Affairs  
(Rochelle Gallant) 

Director June 9, 2015 – June 9, 2018 

Minister of Transportation, 
Infrastructure & Energy 
(Paula Biggar) 

Director By Virtue of her Office 
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Staff of the Prince Edward Island Energy Corporation 
 

Kim Horrelt, P.Eng., oversaw the day-to-day operations of the Prince Edward 
Island Energy Corporation in her duties as the Chief Executive Officer.  Kim 
supervised the Wind Farms, Cable Project, Energy Strategy and other Energy 
Corporation projects as required. 
 
The Corporation’s Senior Engineer is Mark Victor, P. Eng..  Mark’s primary 
responsibilities during the reporting period were planning activities and monitoring 
progress for the Cable Interconnection Upgrade Project. 
 
Douglas Costello, CPA, CA, performed the role of Chief Financial Officer for the 
majority of 2016-17 while Crystal Burrows, CPA, CA, was on maternity leave.  
Douglas split his financial management time between the Energy Corporation and 
the Department of Finance. 
 
The Energy Corporation’s Wind Farms were managed by Heather MacLeod, P.Eng. 
in her role as Manager of Energy Assets.  She was also a strong contributor to the 
Energy Strategy.  
 
The Corporation’s Administrative Assistant is Dawn Larter.  She also provides 
clerical support to the Energy and Minerals Division of the Department of 
Transportation, Infrastructure and Energy. 
 
Blair Arsenault, P.Eng. was hired in 2015-16 to help maintain the balance of plant 
for the Energy Corporation’s four wind farms in his role as the Energy Operations 
Technician. 
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Annual Objectives 
 

The Prince Edward Island Energy Corporation had set the following objectives for 
the 2016 - 2017 Fiscal Year: 
 
 Operate and maintain its wind facilities at a high level of availability; 

 
 Develop a new Provincial Energy Strategy; 

 
 Undertake the Cable Interconnection Upgrade Project to secure more 

electrical intertie capacity between Prince Edward Island and New 
Brunswick; and 
 

 Provide advice to Government on various energy issues. 
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Operational Review for 2016 - 2017 
 

 Revenue 
 
The total revenue earned by the Prince Edward Island Energy Corporation in Fiscal 
Year 2016-17 (FY 16/17) was $20.2 million.  The main component of this revenue 
accrued from the operation of its wind farms and related infrastructure.  This 
included electricity sales to Maritime Electric Company Limited (MECL), 
marketing & transmission fees from private wind facilities, federal production 
incentives and land & building rentals. Other sources of revenue during this 
reporting period included interest and environmental attribute sales, the net 
proceeds of which were paid to the Department of Communities, Land and 
Environment. The following graph illustrates the sources of revenue during FY 
16/17.  
 

 
 
Lower wind speeds, leading to closer to historical power production versus the prior 
year resulted in revenues being down across all wind farms and ranged from a 4% 
reduction at the V-90 Prototype to a 12% drop in performance at the 
Hermanville/Clearspring Wind Farm. 
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Expenses 
 
Expenses for the Corporation totaled $12.6 million in FY 16/17 which was a $0.3 
million increase over the previous year.  The most significant increase was in 
service and warranty fees at $0.3 million.  
 

 
 

North Cape Wind Farm 
 
The North Cape Wind Farm was Atlantic Canada’s first commercial deployment of 
wind power.  Commissioned in two phases – Phase I in November 2001 and Phase 
II in November 2003 – the project consisted of sixteen (16) Vestas V-47 turbines. 
With a generating capacity of 660 kilowatts per turbine, the combined generation 
capacity of this wind facility is 10.56 megawatts. The fleet of Vestas V-47 turbines 
continues to operate with a high level of reliability and is providing rate payers with 
some of the grid’s cheapest power. 
 
During the reporting period, the North Cape Wind Farm recorded revenues of $2.3 
million which was down 6% compared to the previous year. The wind farm 
incurred expenditures of $1.5 million which resulted in a net income of $0.8 
million.  Included in the expenses was approximately $18,000 that was provided to 
landowners in the vicinity of the wind farm.  
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The V-47 turbines continued to perform well and earned a Vestas award for high 
availability within their MW-size category.  Significant events at the site included 
installation of a SCADA system, a yaw gear replacement and an ice storm. 
 

North Cape 

  REVENUE EXPENSES 
PROFIT/ 
SURPLUS 

 Fiscal 
Year Annual $ 

Cents/ 
kWh Annual $ 

Cents/ 
kWh Annual $ 

2009/10 $3,245,544 10.1 $2,501,550 7.8 $743,994 

2010/11 $2,967,829 9.1 $2,024,390 6.2 $943,439 

2011/12 $2,477,458 7.9 $1,985,124 6.3 $492,334 

2012/13 $2,416,913 8.0 $1,840,290 6.1 $576,623 

2013/14 $2,435,174 7.5 $1,738,513 5.3 $696,661 

2014/15 $2,399,879 7.7 $1,931,019 6.2 $468,860 

2015/16 $2,480,954 7.5 $1,731,429 5.3 $749,525 

2016/17 $2,336,480 7.7 $1,521,668 5.0 $814,812 
 
 

East Point Wind Farm 
 
Located in Elmira, along Highway 16A, the East Point Wind Farm consists of ten 
Vestas V-90 turbines (30 MW), a transformer pad, an overhead collection system 
and 2.5 kilometers of service roads.   All electricity generated from the turbines is 
sold to MECL under a long-term power purchase agreement. As prescribed in the 
Renewable Energy Act Minimum Price Regulations, the price was originally set at 
7.75 cents per kilowatt-hour.  After April 1, 2008, and for each year thereafter, a 
portion of the price, 2.0 cents/kilowatt-hour, is adjusted based on increases in the 
Consumer Price Index (CPI).   
 
During the most recent seven years of operation the facility has performed as 
expected, with high availability and production near or above 90 million kilowatt-
hours per year.  Significant events in FY 16/17 included two generator 
replacements and leading edge protection applied to the blades of five turbines. 
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East Point Performance 

 
Fiscal Year 

Availability 
(%) 

Electricity Production 
(megawatt-hours) 

2007/08  89.2 85,497 

2008/09  81.0 78,738 

2009/10  89.4 86,779 

2010/11  97.1 94,811 

2011/12  97.2 98,162 

2012/13  94.9 91,176 

2013/14 96.6 86,427 

2014/15 94.4 87,060 

2015/16 97.8 96,043 

2016/17 96.4 90,972 

Average  93.4 89,567 
*As per the Operation and Service Agreement with Vestas, the machine availability is guaranteed to be 95%.  
Liquidated damages are assessed for availability below 95%. 
 
All the turbines at the East Point Wind Farm are located on private lands.  Under a 
three-tier compensation system, 2.5% of the gross revenue from the wind farm is 
allocated to landowners who have turbines on their property as well as those who 
have property in proximity to a turbine. Approximately $193,000 was paid to 
landowners during FY 16/17.   
 
The wind farm recorded $0.7 million less in surplus in the FY 16/17 compared to 
the previous year.  This is primarily due to decreased wind energy production, as 
FY 15/16 was an unusually good year for production. The following chart 
illustrates the annual revenues and expenditures of the East Point Wind Farm since 
the commissioning of the facility. 
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East Point 

 Revenue Expenses Profit/Surplus 

Fiscal 
Year 

 
Annual $ 

Cents/ 
kWh 

 
Annual $ 

Cents/ 
kWh 

 
Annual $ 

2007/08  $7,984,949 9.3 $7,854,749 9.2  $130,200 

2008/09  $8,212,907 10.4 $7,454,882 9.5  $758,025 

2009/10  $8,097,498 9.3 $5,687,116 6.6  $2,410,382 

2010/11 $8,361,280 8.8 $6,459,536 6.8  $1,901,744 

2011/12 $8,738,992 8.9 $6,361,183 6.5  $2,377,809 

2012/13 $8,239,977 9.0 $5,757,199 6.3  $2,482,778 

2013/14 $7,736,910 9.0 $5,648,017 6.5  $2,088,893 

2014/15 $7,823,478 8.9 $4,821,451 5.5  $3,002,027 

2015/16 $8,750,605 9.1 $3,488,453 3.6  $5,262,152* 

2016/17 $8,214,694 9.0 $3,665,606 4.0  $4,549,088 
* Corrected from previous year’s report. 
 

V-90 Prototype Turbine 
 
The Corporation took ownership of the 3-MW Vestas V-90 wind turbine at Norway  
on April 30, 2013 from Aeolus Wind PEI Ltd., a subsidiary of Vestas-Canadian 
Wind Technologies.  The Prototype was originally installed in 2003 and served as a 
demonstration prototype for Aeolus Wind PEI Ltd.  The Vestas V-90 may be seen 
at a number of wind projects in PEI and Atlantic Canada, with the Corporation 
deploying this technology at its East Point Wind Farm.  
 

V-90 Prototype 

 Revenue Expenses Profit/Surplus 

Fiscal 
Year 

 
Annual $ 

Cents/ 
kWh 

 
Annual $ 

Cents/ 
kWh 

 
Annual $ 

2014/15  $752,863 7.6 $453,733 4.6 $299,130 

2015/16 $802,603 7.9 $438,187 4.3 $364,416 

2016/17 $770,660 8.0 $435,771 4.5 $334,889 

 
During the FY 16/17, the V-90 prototype performed slightly worse than the 
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previous year.  However, it still continued to be one of the best performing wind 
turbines within the PEI Energy Corporation fleet with the highest capacity factor. 
 

Hermanville/Clearspring Wind Farm 
 
The Hermanville/Clearspring Wind Farm was operational for its third full year after 
being commissioned in January of 2014. This wind farm marks the first commercial 
installation of Acciona’s AC 3.0-116 turbine (3.0 MW with a 116 meter rotor 
diameter) in the North American market.   
 
In addition to emission-free electricity at a competitive price for rate payers, the 
operational phase of the wind farm is providing highly technical jobs for wind 
technicians to maintain the ten turbines at a high level of availability. The 
Corporation and Acciona signed a fifteen-year service and warranty agreement that 
guarantees a machine availability of 97% through to FY 2028/29.  
 
Three of the turbines at the Hermanville/Clearspring Wind Farm are located on 
private lands with the remaining being situated on crown land.  Compensation is 
provided to these land owners as well as neighboring properties in proximity to the 
turbines.  The compensation provided is relative to how close the turbine is to the 
respective property.  The communities of Hermanville and Clearspring also receive 
compensation through the Northside Windmill Enhancement Fund where 
community projects are partially funded after an application process.  In total, 
$299,000 was distributed in FY 16-17 to landowners and the community.  
   

Hermanville/Clearspring Performance 

 
Fiscal Year 

Average Wind Speed 
(m/sec) 

Availability 
(%) 

Electricity Production 
(megawatt-hours) 

2014/15  7.94 97.2 110,153 

2015/16 8.06 96.6 110,223 

2016/17 8.00 93.6 91,423 
 
While expenditures stayed relatively the same, the revenue dropped approximately 
$1 million dollars due to lower turbine availability.  Approximately 10 blade 
bearings were upgraded with more planned for the following fiscal years until all 
are completed.  Programming at these turbines is under review with the 
manufacturer to maximize production while ensuring the safety and stability of the 
turbines under certain wind conditions.  Additionally, a site measurement campaign 
began in FY 16-17 and will be completed in FY 17-18.  This campaign will better 
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measure the actual wind conditions at the Hermanville turbine locations.  
 

Hermanville/Clearspring 

 Revenue Expenditures Profit/Surplus 

Fiscal 
Year 

 
Annual $ 

Cents/ 
kWh 

 
Annual $ 

Cents/ 
kWh 

 
Annual $ 

2014/15  $8,775,104 8.0 $5,708,867 5.2 $3,066,237 

2015/16 $8,760,174 7.9 $5,697,449 5.2 $3,062,725 

2016/17 $7,727,229 8.5 $5,703,074 6.2 $2,024,155 

 
Other Energy Initiatives 

Cable Interconnection Upgrade Project 
 
To secure an adequately sized and reliable cable interconnection with mainland 
Canada, the Cable Interconnection Upgrade Project continued as a priority for the 
Corporation through FY 16/17. MECL is the construction agent for the Corporation 
on this project and as such has primary responsibility for project management and 
construction oversight.  
 
In May 2016, project construction began with the pre-trenching of the near shore 
approaches on both the PEI (Borden-Carleton) and NB (Cape Tormentine) sides of 
the Northumberland Strait. This work was completed over an approximately ten 
week period and served to reduce the marine work scheduled for the fall prior to the 
arrival of the cable laying vessel.    
 
In June 2016, work on the construction of the Borden-Carleton substation 
expansion and the Cape Tormentine riser station was initiated and, in August 2016, 
construction of new transmission lines in NB from Cape Tormentine to Melrose 
began. All of these Interconnection Upgrade infrastructure components spanned the 
duration of FY 16/17. In October 2016, marine work in the Northumberland Strait 
resumed with the arrival of the cable laying vessel Isaac Newton. Over a period of 
approximately twelve weeks, the Isaac Newton was engaged in a variety of 
activities including shoreline cable pull-in and pre-trench placement operations, 
laying of cable on the seabed, cable burial and installation inspection works. The 
work of the Isaac Newton was originally scheduled to be completed in 2016; 
however, some delays were experienced and cable burial was suspended in early 
January 2017 due to ice in the Northumberland Strait.    
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Work to complete cable burial will continue in FY 17/18 with the objective of 
completing all components and energizing the new Interconnection Upgrade in July 
2017.  

Legislation Updates 
 
In FY 16/17, there were no legislative updates related to the PEI Energy 
Corporation.  

Provincial Energy Strategy 
 
In early 2016, the PEI Energy Corporation awarded the development of a new 
Provincial Energy Strategy (PES) to Dunsky Consulting.  Following extensive 
public and stakeholder consultations, the final report was released in March 2017.  
The PES follows three guiding principles: lowering greenhouse gas emissions, 
providing cost effective direction, and generating local economic opportunities. 
 
The 10-year plan aims to develop a stronger, more sustainable, and resilient 
province. It focuses on energy efficiency, conservation, and generating more 
renewable energy. Based on input gathered from Islanders and Island businesses 
during public and partner consultations, the strategy was developed by PEIEC with 
support from the Atlantic Canada Opportunities Agency. 
 
Among the measures in the strategy are: 

• New and expanded programs for energy efficiency and conservation; 

• Expanding the mandate and structure of efficiencyPEI to create a one-stop 
shop for Islanders looking to reduce their energy consumption and costs; 

• Adoption of the National Building Code and National Energy Code for 
Buildings province-wide to ensure more energy-efficient buildings; 

• Adding another 30 megawatts of wind power by 2019-2020 and another 40 
megawatts by 2025-2026; 

• Having the newly established transportation committee encourage the 
reduction of fossil fuel consumption in vehicles; and 

• Monitoring developments in solar power and energy storage to test and 
demonstrate innovative energy systems. 
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Debt Refinancing 
 
In April 2016, the PEI Energy Corporation refinanced debt which it had originally 
assumed from MECL in 2011 as part of the PEI Energy Accord.  This debt is 
associated with the exit from the Dalhousie Thermal Generating Station 
Participation Agreement and the refurbishment of Point Lepreau.  Through the 
refinancing, a portion of the debt which had been financed through Government 
loans was transferred to the Toronto Dominion Bank.  This refinancing was 
undertaken to achieve a lower interest rate for the benefit of Island ratepayers. 
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 FITZPATRICK & CO.
127 St. Peters Road, Suite 201, Charlottetown, PE  C1A 5P3  |  P  902.628.9000  |  F  902.628.8808  |  fitzandco.ca

Independent Auditor's Report 

 

 

To the Board of Directors: 

We have audited the accompanying consolidated financial statements of Prince Edward Island Energy Corporation 
which comprise the consolidated statement of financial position as at March 31, 2017, the consolidated statements 
of comprehensive income, surplus, and cash flows for the year then ended, and a summary of significant 
accounting policies and other explanatory information.  

Management is responsible for the preparation and fair presentation of these consolidated financial statements in 
accordance with Canadian Accounting Standards for Publicly Accountable Enterprises, and for such internal control 
as management determines is necessary to enable the preparation of consolidated financial statements that are 
free from material misstatement, whether due to fraud or error. 

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
consolidated financial statements. The procedures selected depend on the auditor's judgment, including the 
assessment of risks of material misstatement of the consolidated financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity's preparation 
and fair presentation of the consolidated 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 accounting policies used 
and the reasonableness of accounting estimates made by management, as well as evaluating the overall 
presentation of the consolidated financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinion. 

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of 
the Corporation as at March 31, 2017 and the results of its operations and its cash flows for the year then ended in 
accordance with Canadian Accounting Standards for Publicly Accountable Enterprises. 

 

 
Chartered Professional Accountants 

 
Charlottetown, PE 
June 27, 2017 



Prince Edward Island Energy Corporation 
Consolidated Statement of Financial Position 
As at  

1 

March 31 March 31 
2017 2016 

Assets 
Current assets: 

Unrestricted cash (note 4)   37,571,599  78,366,051 

Trade receivables, net (note 5)  16,563,551  2,856,808 

Current portion of financial assets (note 6)  4,079,922  3,880,631 

Prepaid expenses  1,134,229  788,765 

 59,349,301  85,892,255 

Noncurrent assets: 

Restricted cash (note 4)  391,981  - 

Other financial assets (note 6)  106,125,401  104,220,556 

Property, plant and equipment (note 7)  133,932,253  96,527,927 

Total Assets $  299,798,936  $  286,640,738 

Liabilities and Surplus 

Current liabilities: 

Trade payables and accrued liabilities (note 8)  15,325,516  1,761,239 

Current indebtedness (note 10)  8,076,267  8,194,530 

 23,401,783  9,955,769 

Noncurrent liabilities: 

Deferred service warranty (note 9)  1,606,377  1,447,774 

Long-term indebtedness (note 10)  227,889,865  235,871,889 

Surplus  46,900,911  39,365,306 

Total Liabilities and Surplus $  299,798,936  $  286,640,738 

The accompanying notes are an integral part of these financial statements. 

These financial statements were approved by the Corporation’s Board of Directors on June 27, 2017. 



Prince Edward Island Energy Corporation 
Consolidated Statement of Comprehensive Income 
For the years ended March 31,  
 

2 
 

  2017 2016 
 
 
Total Wind Revenue    19,769,012     21,358,461  

   

Other Revenue   

 Grants (note 12)    115,000     115,000  

 Gain on disposal of assets    56,782   -  

 Finance revenue, net    211,690     185,697  

Total Revenue    20,152,484     21,659,158  

   

Wind Expenses   

 Consultants    85,998     87,790  

 Depreciation (note 7)    5,378,159     5,212,684  

 Electricity    44,875     190,384  

 Insurance    313,366     314,773  

 Finance costs, net    1,638,413     1,885,818  

 Land owner fees and community support    510,003     558,444  

 Repairs and maintenance    302,709     161,188  

 Service and warranty fees    3,507,611     3,226,130  

 Service and warranty recovery (note 9)    (239,714)    (253,802) 

 Other wind expenses    533,470     377,786  

Total Wind Expenses    12,074,890    11,761,195 

   

General and Administrative Expenses   

 Consulting and professional services    79,918     122,746  

 Wages and employee benefits    390,796     314,444  

 Grants    5,000     37,396  

 Other general expenses    66,275     39,823  

Total General and Administrative Expenses    541,989     514,409  

   

Total Expenses    12,616,879     12,275,604  

   

Total Comprehensive Income  $  7,535,605  $  9,383,554  
 
 
 
 
The accompanying notes are an integral part of these financial statements. 
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  2017 2016 
 
 
Surplus, beginning of year    39,365,306    29,981,752  

   

Total comprehensive income   7,535,605    9,383,544  

   

Surplus, end of year  $  46,900,911 $  39,365,306  
 
 
 
 
The accompanying notes are an integral part of these financial statements. 
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  2017 2016 
 
 
Cash flows from operating activities:      

 Cash receipts from customers and other    24,576,660     27,736,694  

 Cash paid to suppliers and employees    (12,014,870)    (11,234,949) 

 Financing income    3,533,351     3,137,766  

 Financing costs    (5,165,455)    (4,726,224) 

    10,929,686     14,913,287  

   

Cash flows from investing activities:     

 Increase in other financial assets    (11,450,662)    -    

 Decrease in other financial assets    4,301,610     4,552,763  

 Increase in property, plant and equipment    (65,674,583)    (11,040,717) 

 Receipt of government grants    29,421,188     -    

    (43,402,447)   (6,487,954) 

   

Cash flows from financing activities:   

 Proceeds from debt    31,339,399     80,000,000  

 Repayment of debt    (39,269,109)    (16,852,263) 

    (7,929,710)    63,147,737  

   

Net (decrease) increase in cash    (40,402,471)    71,573,070  

   

Cash, beginning of year    78,366,051     6,792,981  

   

Cash, end of year (note 4)  $  37,963,580  $  78,366,051  
 
 
 
 
The accompanying notes are an integral part of these financial statements. 
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1.  Corporate Information and Basis of Presentation 

 
The Prince Edward Island Energy Corporation is a Crown corporation established by the Energy Corporation Act, 
and therefore is exempt from income taxes under Section 149(1)(d) of the Canadian Income Tax Act. The 
Corporation's principal business activities include the development and promotion of energy systems in Prince 
Edward Island.   

The Corporation’s registered office is located at 16 Fitzroy Street in Charlottetown, Prince Edward Island, C1A 7N8. 

In these Consolidated Financial Statements, all dollars are expressed in Canadian dollars. 

These Consolidated Financial Statements were prepared on a going concern basis, under the historical cost 
convention except for assets required to be measured at fair value in accordance with IFRS. 

The preparation of Consolidated Financial Statements in accordance with IFRS requires the use of certain critical 
accounting estimates.  It also requires management to exercise judgment in applying the Corporation’s accounting 
policies.  The areas involving a higher degree of judgment or complexity, or areas where assumptions and 
estimates are significant to the financial statements are disclosed in Note 3. 

2.  Significant Accounting Policies 

Consolidation 

These Financial Statements are the Consolidated Financial Statements of Prince Edward Island Energy 
Corporation and its wholly owned subsidiary, Prince Edward Island Renewable Energy Corporation.  All 
intercompany balances and transactions are eliminated upon consolidation. 

Cash 

Unrestricted cash in the Consolidated Statement of Financial Position consists of unrestricted bank balances held 
in Canadian currency. 

Restricted cash in the Consolidated Statement of Financial Position consists of bank balances held in Canadian 
currency which, per the terms of a loan agreement, is restricted for settlement of long-term indebtedness that is 
expected to occur more than twelve months after the financial year end. 

For the purpose of the Consolidated Statement of Cash Flows, cash consists of unrestricted and restricted cash, as 
defined above. 

Trade Receivables 

Trade receivables are amounts due from customers for the rendering of services or sale of goods in the ordinary 
course of business.    
 
Financial Assets 
 
Financial assets within the scope of IFRS 9 Financial Instruments are classified as either financial assets at fair 
value through profit and loss or amortized cost, as appropriate.  When financial assets are initially recognized, they 
are measured at fair value, plus, in the case of financial assets measured at amortized cost, directly attributable 
financing costs.  The Corporation determines the classification of the financial assets at initial recognition, and, 
where appropriate, evaluates this designation at each financial year end. 
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2.  Significant Accounting Policies (continued) 
 
Loans and receivables for which the objective of the Corporation’s business model is to hold the financial asset to 
collect the contractual cash flows (rather than to sell the instrument prior to its contractual maturity to realize its fair 
value changes) and for which the contractual terms of the financial asset give rise on specified dates to cash flows 
that are solely payments of principal and interest on the principal outstanding are recognized at amortized cost. 
 
All other financial assets are measured at fair value through profit or loss.    

Impairment of Financial Assets 

A financial asset is considered to be impaired if objective evidence indicates that events have had a negative effect 
on the estimated future cash flows of that asset.  An impairment loss in respect of a financial asset measured at 
amortized cost is calculated as the difference between its carrying amount and the present value of the estimated 
future cash flows discounted at the original effective interest rate. 
 
The Corporation measures the loss allowance for trade receivables at an amount equal to lifetime expected credit 
losses.  The expected credit losses on trade receivables are estimated using a provision matrix by reference to past 
default experience of the debtor and an analysis of the debtor’s current financial position, adjusted for factors that 
are specific to the debtors, general economic conditions of the industry in which the debtors operate and an 
assessment of both the current as well as the forecasted direction of conditions at the reporting date.   
 
The Corporation writes off a trade receivable when there is information indicating that the debtor is in severe 
financial difficulty and there is no realistic prospect of recovery.  Trade receivables that have been written off are 
not subject to enforcement activities. 

Property, Plant and Equipment 

Property, plant and equipment is stated at cost, less accumulated depreciation and impairment losses.  Cost 
includes the cost of restoring part of the relevant plant and equipment when the recognition criteria are met.  
Depreciation is calculated on a straight-line basis over the estimated useful life of the assets.  The useful lives are 
estimated as follows:  
 
   

Asset  Rate 

Wind turbines and towers   5-40 years  

Distribution   30 years  

Transmission   40 years  

Building           20 years 

Roads  40 years 

 
Replacements of major components covered under third party service warranty agreements are recorded in 
property, plant and equipment at fair market value based on the cost the Corporation would have incurred had a 
service warranty agreement not been in place and are amortized in line with the Corporation’s policy above. 
 
Office furniture, equipment and computer equipment are fully expensed in the year of acquisition.  
 
Depreciation is only recognized for assets available for use in their current state.   
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2.  Significant Accounting Policies (continued) 
 
Assets under Development 

Development costs and assets under construction are recorded at cost.  Capitalized costs related to an asset under 
development include all eligible expenditures incurred in connection with the development and construction of the 
asset until it is available for its intended use.  The Corporation capitalizes all directly attributable costs.  Upon a 
project becoming commercially operational, the accumulated costs, including capitalized borrowing costs, if any, 
are transferred to property, plant and equipment and are amortized on a straight line basis over the estimated 
useful lives of the various components.  
 
Impairment of Property, Plant and Equipment 

 
The Corporation assesses, at each reporting date, whether there is an indication that an asset may be                                  
impaired.  If any such indication exists, the Corporation makes an estimate of the asset’s recoverable amount.      
An asset’s recoverable amount is the higher of an asset’s fair value less costs to sell and its value in use.  The 
recoverable amount is determined for each asset group for which cash flows are generated independently from 
other assets in the group.  When the carrying amount of an asset exceeds its recoverable amount, the asset is 
considered impaired and is written down to its recoverable amount.  In assessing value in use, the estimated future 
cash flows are discounted to their present value using a discount rate that reflects current market assessments of 
the time value of money and the risks specific to the asset. Impairment losses from continuing operations are 
recognized in the Consolidated Statement of Comprehensive Income in the line item “Depreciation”. 
 
Deferred Service Warranty 
 
Deferred service warranty represents replacements of major components covered under a third party service 
warranty, for which no costs are incurred by the Corporation over and above the annual premiums. Replacements 
of such components, for which no costs are incurred, are recorded as deferred warranty liability based on the 
difference between the fair value of the new asset and the net book value of the replaced asset and amortized to 
income on the same basis as the related depreciation expense charged against the assets reported in property, 
plant and equipment.  Any loss on disposal incurred due to a replacement of a component under the service 
warranty agreement is shown net against service and warranty recovery. 
 
Debt Instruments  
 
Debt instruments are initially recognized at fair value, which is the proceeds received, less attributable                   
financing costs.  Subsequent to initial recognition, debt instruments are stated at amortized cost with any           
difference net of transaction costs incurred.  Any discount between the net proceeds received and the principal 
value due on redemption is amortized over the duration of the debt instrument and is recognized as part of 
financing costs using the effective interest method. 
 
Interest on indebtedness is expensed as incurred unless capitalized for qualifying assets in accordance                  
with IAS 23 Borrowing Costs. 
 
Debt is classified as a current liability unless the Corporation has an unconditional right to defer settlement for at 
least 12 months after the reporting period. 
 
Revenue Recognition 
 
Revenues are recorded in the period in which the transaction or events that give rise to the revenues               
occur.  Service revenue is recorded in the period where the amount of revenue can be measured reliably, the 
receipt of economic benefit is probable and the benefit to the end user is realized. Amounts that have been 
received in advance of services being rendered are recorded as deferred revenue until the Corporation discharges 
the obligations that led to the collection of funds. Interest revenue is calculated and recognized as specified within 
the lending agreements.  
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2.  Significant Accounting Policies (continued) 
 
Government Grants 
 
Government grants are recognized when there is reasonable assurance that the grant will be received and all 
attached conditions will be complied with.  When the grant relates to an expense item, it is deducted from the 
expense for which it is intended to compensate.  When the grant relates to an asset, it is deducted from the asset’s 
carrying amount.  When the grant does not directly relate to either an expense or an asset, it is recognized as 
income. 
 
Service and Warranty Recovery 

 
Service and warranty recovery represents the amortization of deferred service warranty and is recognized to 
income on the same basis as the related depreciation expense charged for assets replaced under service warranty 
for which no cost is incurred by the Corporation.   

 
Pension Liabilities 
 
Employees of the Corporation are members of the Province of Prince Edward Island pension plan.  The pension 
plan obligation is a liability of the Province and not the Corporation; therefore, no liability for these costs has been 
recorded. 
 
Standards and Interpretations - Early Adoption 
 
IFRS 9 Financial Instruments, 2016 Edition as issued by the IASB in July 2014, to replace IAS 39, IFRIC 9 and 
earlier versions of IFRS 9 is mandatory for all entities beginning on or after January 1, 2018 with early adoption 
permitted.  The objective of this IFRS is to establish principles for the financial reporting of financial assets and 
financial liabilities that will present relevant and useful information to users of financial statements for their 
assessment of the amounts, timing and uncertainty of an entity’s future cash flows.  Upon transition to IFRS, the 
Corporation had early adopted IFRS 9 and as a result all financial instruments are measured and classified in 
accordance with this standard.   
 
Standards and Interpretations - not yet Adopted 
 
A number of new standards, amendments and interpretations to existing standards are effective for annual periods 
beginning after April 1, 2016, and have not been adopted in preparing these consolidated financial statements. 
Most of the new standards and interpretations are not relevant and are not expected to have a material impact on 
the Corporation’s financial statements, with the exception of the following: 
 
IFRS 15 Revenue from contracts with customers, 2016 Edition as issued by IASB in May 2014, to replace IAS 11, 
IAS 18, IFRIC 13, IFRIC 15, IFRIC 18 and SIC-31 is mandatory for all entities beginning on or after January 1, 
2018. The objective of this IFRS is to establish the principles that an entity shall apply to report useful information to 
users of financial statements about the nature, amount, timing and uncertainty of revenue and cash flows arising 
from a contract with a customer. Revenue is expected to be impacted by this implementation. 
 
IFRS 16 Leases, 2016 Edition as issued by IASB in January 2016, to replace IAS 17, IFRIC 4, SIC-15 and SIC-27 
is mandatory for all entities beginning on or after January 1, 2019. The objective of this IFRS is to ensure that 
lessees and lessors provide relevant information in a manner that faithfully represents those transactions. This 
information gives a basis for users of financial statements to assess the effect that leases have on the financial 
position, financial performance and cash flows of an entity. Land owner fees and community support is expected to 
be impacted by this implementation.  
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3.  Critical Accounting Estimates and Judgments  
 
The preparation of financial statements requires management to make estimates and judgments about the future.  
Estimates and judgments are continually evaluated and are based on historical experience and other factors, 
including expectations of future events that are believed to be reasonable under the circumstances.  Accounting 
estimates will, by definition, seldom equal the actual results.  The following discussion sets forth management’s 
most critical estimates and assumptions in determining the value of assets and liabilities, and the most critical 
judgments in applying accounting policies. 
 
PEI Energy Accord 
 
In November 2011, the Province of Prince Edward Island entered into the Prince Edward Island Energy Accord 
which requires the Corporation to assume certain financing responsibilities and recover these costs from customers 
of a local utility provider. The Prince Edward Island Energy Accord expired February 29, 2016 and a new collection 
agreement was signed between the Province of PEI, Maritime Electric Company Limited and the Corporation. The 
costs of electricity are the costs associated with the refurbishment of Point Lepreau Nuclear Generating Station 
Facility and the exit of the utility provider from the Dalhousie Unit Participation agreement.  The Corporation has 
obtained financing from the Toronto Dominion Bank to cover these costs.  Terms and conditions for repayment of 
the Point Lepreau and Dalhousie debt and the terms and conditions for the receivable from the customers of the 
utility provider differ because the payments from customers are based on kilowatt hour sales and repayment of debt 
is a fixed monthly payment.  Although there are timing differences in payments received from customers and 
repayments of debt obligations, all financing costs associated with Point Lepreau and Dalhousie incurred by the 
Corporation are receivable from customers of the utility provider.  Due to the variable monthly payments based on 
kilowatt hour sales and variable interest payments, the current portion recognized and estimated maturities 
disclosed may be different from the actual amounts recognized. 
 
PEI-NB Cable Interconnection Project 
 
In May 2014, the Corporation entered into a Construction Agency Agreement with Maritime Electric Company 
Limited for the upgrade of the interconnection between the electrical systems of Prince Edward Island and 
mainland Canada.  Under this agreement, the Corporation assumes financing responsibility for the upgrade.  
Financing has been obtained from Toronto Dominion Bank and all financing costs will be recovered from customers 
of a local utility provider.  The PEI-NB Cable Interconnection Project, with the exception of the NB Interconnection 
Transmission as described below, has been accounted for as assets under development.  
 
A key component of the PEI-NB Cable Interconnection Project is the construction of transmission facilities in New 
Brunswick (“NB Interconnection Transmission”). Ownership of this transmission must remain with NB Power in 
accordance with the provisions of the New Brunswick Electricity Act.  A receivable from the customers of the local 
utility provider has been recorded for the NB Interconnection Transmission costs.  Given that the financing obtained 
from Toronto Dominion Bank is in respect of the entire PEI-NB Cable Interconnection Project, a portion of the 
payments received from customers must be allocated to the NB Interconnection Transmission.  The PEI-NB Cable 
Interconnection Project is not yet complete and consequently, the proportionate share of financing related to the NB 
Interconnection Transmission has been estimated based on costs incurred to the end of the reporting period.  As a 
result, the current portion recognized in relation to the receivable from customers of the local utility provider may 
differ from the actual amounts recognized. 
 
Asset Retirement Obligation 
 
In accordance with IAS 16, the cost of an item of property, plant and equipment includes the initial estimate of the 
costs of dismantling and removing the item and restoring the site to its original state.   Such costs are not expected 
to be material and thus have not been recorded in the Corporation’s financial statements.  A change in 
circumstances or events could result in the recognition of such a cost which could be material to the Corporation’s 
financial statements. 
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3.  Critical Accounting Estimates and Judgments (continued) 
 
Asset Lives 
 
Given the relatively new and constantly evolving wind energy industry, it is difficult to predict the useful lives of 
major components of property, plant and equipment.  Useful lives of wind turbines and related infrastructure are 
determined based on suppliers’ estimated design lives of the turbines with reference to the length of the power 
purchase agreements the Corporation has in place.  The estimated useful lives, residual value and depreciation 
methods will be adjusted as new information becomes available and such changes could have a significant impact 
on these financial statements. 
 
4.  Cash 
 
For the purpose of the Consolidated Statement of Cash Flows, cash consists of the following: 
    2017 2016 
 
 
Unrestricted cash   37,571,599   78,366,051 

Restricted cash   391,981   - 

   37,963,580   78,366,051 
 
5.  Trade Receivables   
    
  2017 2016 
 
 
Trade Receivables    16,394,651     2,856,808  

HST    168,900     -     

    16,563,551     2,856,808  
 
Trade receivables are non-interest bearing and are generally on 30-day payment terms. All amounts are current, 
with the exception of an individual receivable totaling $41,504 which is in excess of 120 days past due. No loss 
allowance has been recognized for the year ended March 31, 2017 as historical experience and factors specific to 
the debtor have indicated that this receivable is recoverable. 
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6.  Other Financial Assets   
    
  2017 2016 
 

Customers of a local utility provider (Point Lepreau financing), 3.41%, 
receivable in monthly installments of $346,861 including principal and interest, 
due March 2038. 

   61,620,637     64,126,195  

   

Customers of a local utility provider (Point Lepreau financing), 2.45%, 
receivable in monthly interest only payments up to April 2021, then monthly 
payments of principal and interest of $260,928, due April 2030. 

   25,766,564    - 

   

Customers of a local utility provider (Dalhousie financing), 1.87%, receivable in 
monthly payments of principal and interest of $97,363, due April 2021. 

   4,589,737    - 

   

Customers of a local utility provider (NB Interconnection Transmission prorated 
share of PEI-NB Cable Interconnection financing), 2.51%, receivable in 
monthly installments of $21,173 including principal and interest, due February 
2046. 

   6,370,942    - 

   

Wind Energy Institute of Canada, 4.02%, receivable in quarterly installments of 
$214,860 including principal and interest, due June 2035, secured by first 
charge on materials, buildings and equipment and site specific general 
security. 

   11,076,757     11,480,711  

   

West Cape Wind Energy, Inc., non-interest bearing, receivable in equal annual 
principal installments of $400,000, amortized to 2018, secured by a guarantee 
of its parent, Suez Energy North America Inc. 

   780,686     1,145,882  

   

Customers of a local utility provider (Point Lepreau financing), refinanced 
during the year. 

  -    25,775,564  

   

Customers of a local utility provider (Dalhousie financing), refinanced during 
the year. 

-    5,572,835  

    110,205,323     108,101,187  

Less:  current portion    (4,079,922)    (3,880,631) 

    106,125,401     104,220,556  
 
The financing costs for Point Lepreau and Dalhousie along with the receivable from Wind Energy Institute of 
Canada were initially recorded in the financial statements at fair value with subsequent measurement at amortized 
cost.   
 
The West Cape Wind Energy, Inc. loan receivable was initially recorded at fair value less a discount representing 
the concessionary term of the loan. The discount is the difference between the face value of the loan and its 
present value. To determine present value, the Corporation used the Province's 10-year borrowing rate as at 
December 31, 2008. The loan discount is amortized to revenue using the effective interest rate method.  The face 
value of the loan is $800,000 (2016 - $1,200,000) and the accumulated concessionary discount is $19,314 (2016 - 
$54,118). 
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7.  Property, Plant and Equipment, Net 
 

 Wind Turbines 
and Towers 

Transmission 
and 

Distribution 
Land and 
Buildings Roads 

Assets under 
Development Total 

Gross Amount       

At March 31, 2015 102,463,760 18,915,552 1,034,333 2,010,298 1,407,557 125,831,500 

Acquisitions 557,595 - - 108,701 10,888,858 11,555,154 

Disposals (831,100) - - - - (831,100) 

At March 31, 2016 102,190,255 18,915,552 1,034,333 2,118,999 12,296,415 136,555,554 

Acquisitions 550,025 - - - 42,384,168 42,934,193 

Disposals (887,380) - - - - (887,380) 

At March 31, 2017 101,852,900 18,915,552 1,034,333 2,118,999 54,680,583 178,602,367 

       

Accumulated Depreciation      

At March 31, 2015 32,888,033 2,351,579 156,220 197,013 - 35,592,845 

Depreciation 4,617,222 443,489 31,249 53,068 - 5,145,028 

Impairment - 62,500 - -  62,500 

Disposals (772,746) - - - - (772,746) 

At March 31, 2016 36,732,509 2,857,568 187,469 250,081 - 40,027,627 

Depreciation 4,600,353 443,489 31,249 53,068 - 5,128,159 

Impairment - 250,000 - -  250,000 

Disposals (735,672) - - - - (735,672) 

At March 31, 2017 40,597,190 3,551,057 218,718 303,149 - 44,670,114 

       

Carrying Amount       

At March 31, 2016 65,457,746 16,057,984 846,864 1,868,918 12,296,415 96,527,927 

At March 31, 2017 61,255,710 15,364,495 815,615 1,815,850 54,680,583 133,932,253 

   
Included in Transmission and Distribution is a 100MW transmission line which is not available for use in its current 
state.  In accordance with the October 2008 agreement between the Corporation and Maritime Electric Company 
Limited governing the construction of the transmission line, the amount for which the asset can be sold to a third 
party equals cost less depreciation at a rate of 0% for the first seven years after construction and 5% per annum 
thereafter. The seven-year period expired December 31, 2015.  During the year, an impairment loss of $250,000 
(2016 - $62,500) was recognized in depreciation in the Consolidated Statement of Comprehensive Income to write 
down the asset to its recoverable amount.  At March 31, 2017, the recoverable amount, based on fair value less 
costs of disposal, was $4,687,500 (2016 - $4,937,500).  Since the estimate of fair value based on the terms of the 
October 2008 agreement is a significant unobservable input, the fair value of the transmission line is classified as a 
level 3 fair value. 
 
Included in property, plant and equipment are capitalized borrowing costs totaling $1,783,868 (2016 – $195,232).  
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8.  Trade Payables and Accrued Liabilities   
    
  2017 2016 
 
 
Trade Payables    1,665,428     1,669,500  

HST    -       63,688   

Accrued Liabilities    13,660,088     28,051  

    15,325,516     1,761,239  
 
Trade payables are non-interest bearing and normally settled within 30 days.  Included in trade payables is 
$233,787 (2016 - $444,243) due to various Provincial Government controlled departments and agencies. 

 
9.  Deferred Service and Warranty, Net 

   Wind Turbines 
        and Towers 

Gross Amount     

At March 31, 2015    4,128,587 

Additions    461,239 

Disposals    (153,499) 

At March 31, 2016    4,436,327 

Additions    398,317 

Disposals    - 

At March 31, 2017    4,834,644 

   

Accumulated Amortization   

At March 31, 2015    2,888,250 

Amortization    217,986 

Disposals    (117,683) 

At March 31, 2016    2,988,553 

Amortization    239,714 

Disposals    - 

At March 31, 2017    3,228,267 

   

Carrying Amount   

At March 31, 2016    1,447,774 

At March 31, 2017    1,606,377 
 
Additions pertain to increases in asset values due to replacement under service and warranty.  Disposals pertain to 
removal of service warranty upon subsequent replacement. 
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10.  Long-term indebtedness   
    
  2017 2016 
 

Toronto Dominion, 2.51%, payable in monthly payments of principal and 
interest of $264,353, due February 2046. 

  78,724,542   80,000,000 

   

Toronto Dominion, 3.41%, payable in monthly payments of principal and 
interest of $346,861, due March 2038. 

  62,378,732   64,379,346 

   

Toronto Dominion, 2.99%, payable in monthly payments of principal and 
interest of $332,458, due July 2033. 

  51,503,148   53,913,487 

   

Toronto Dominion, 2.45%, payable in monthly interest only payments until April 
2021, then monthly payments of principal and interest of $260,928, due April 
2030.  

  25,766,564   - 

   

Province of PEI, 3.86%, payable in monthly payments of principal and interest 
of $70,560, due June 2035. 

  11,078,931   11,489,376 

   

Toronto Dominion, 1.87%, payable in monthly payments of principal and 
interest of $97,363, due April 2021.  

  4,589,737   - 

   

Toronto Dominion, 2.40%, payable in monthly payments of principal and 
interest of $28,145, due May 2023. 

  1,923,202   2,211,031 

   

Bonds Payable, 5% compounded with dates ranging from December 31, 2006 
to April 30, 2008 maturing five years from the date of issuance, guaranteed by 
the Province of Prince Edward Island. 

  1,000   1,000 

   

Province of PEI, refinanced during the year   -   25,766,564 

   

Province of PEI, refinanced during the year   -   5,572,835 

   

Bank of Montreal, repaid during the year   -   561,927 

   

Accrued interest payable   276   170,853 

   235,966,132   244,066,419 

Less:  current portion   (8,076,267)   (8,194,530) 

   227,889,865   235,871,889 
 
The aggregate maturities of long-term indebtedness including accrued interest subsequent to March 31, 2017 are 
as follows:  2018 - $8,076,267; 2019 - $7,797,098; 2020 - $8,025,966; 2021 - $8,261,805; 2022 - $9,751,872; 
thereafter - $194,053,124.  
 
The current portion of long-term indebtedness includes $500,000 relating to a payment made subsequent to year 
end that was based on conditions existing at the end of the reporting period.  Per the terms of the loan, this 
payment was at the discretion of the Corporation. 

In accordance with a loan agreement, the Corporation must deposit $30,000 per month into a sinking fund for future 
settlement of long-term indebtedness.  The balance of the sinking fund is presented on the Consolidated Statement 
of Financial Position as restricted cash.  
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10.  Long-term indebtedness (continued)   

All of the Toronto Dominion long-term indebtedness is exchanged monthly.  However, the related maturities are 
presented in accordance with the fixed schedule specified in each loan's repayment terms.  In addition, four of the 
Toronto Dominion loans have optional early termination and cash settlement provisions of which three are available 
to be exercised every five years starting on the fifth anniversary of the loan issue date and one is available to be 
exercised on March 27, 2033. 
 
11.  Financial Instruments 

 

 Fair Value  
 through 
 Earnings 

 Amortized 
 Cost  Total 

March 31, 2016    
Cash, including restricted cash 78,366,051 - 78,366,051 
Trade receivables, net 2,856,808 - 2,856,808 
Other financial assets, including current - 108,101,187 108,101,187 
Trade payables and accrued liabilities (1,761,239) - (1,761,239) 
Long-term indebtedness, including current - (244,066,419) (244,066,419) 
 79,461,620 (135,965,232) (56,503,612) 
March 31, 2017    
Cash, including restricted cash 37,963,580 - 37,963,580 
Trade receivables, net 16,563,551 - 16,563,551 
Other financial assets, including current - 110,205,323 110,205,323 
Trade payables and accrued liabilities (15,325,516) - (15,325,516) 
Long-term indebtedness, including current - (235,966,132) (235,966,132) 
 39,201,615 (125,760,809) (86,559,194) 
    
Net gains or losses by category by period were as 
follows: 

   

  2017 2016 
Financial assets at fair value  157,680 115,374 
Financial assets measured at amortized cost  490,290 522,120 
Financial liabilities measured at amortized cost  (2,074,692) (2,337,614) 
 
The carrying values of financial instruments included in current assets and current liabilities approximate their fair 
value, reflecting the short-term maturity, normal trade credit terms and/or the nature of these instruments. The fair 
value of other financial assets and long-term debt is calculated by discounting the future cash flow of each 
instrument at the estimated yield to maturity for the same or similar issues at the balance sheet date, or by using 
quoted market prices when available.  
 
The fair value of the Corporation's other financial assets and long-term debt is determined using the provincial 
Crown borrowing rate for similar terms.  The estimated fair value of other financial assets is $106,480,793 (2016 – 
$107,023,244).  The estimated fair value of long-term indebtedness is $216,480,002 (2016 - $240,046,151).  Since 
the Corporation does not intend to settle other financial assets or long-term debt prior to maturity, the fair value 
estimates do not represent an actual asset or liability and, therefore, have not been recorded in the statements.   
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12.  Government Grants 
 
Government grants have been recorded in the Corporation’s financial statements as follows: 
  2017 2016 
Government grants deducted from related expense 165,055 - 
Government grants deducted from carrying amount of related asset 42,209,323 - 
Government grants recognized as income 115,000 115,000 

 42,489,378 115,000 

Government grants have been received for the development of a Provincial Energy Strategy, construction related to 
the PEI-NB Cable Interconnection Project which will upgrade the interconnection between the electrical systems of 
Prince Edward Island and mainland Canada, and to compensate the Corporation for selling renewable energy 
certificate’s on behalf of the Provincial Government. 
 
Under the conditions of the grant related to the PEI-NB Cable Interconnection Project, the Corporation must ensure 
the ongoing operation, maintenance and repair of the assets for a period of five years after the end of the project.  
As of March 31, 2017, the project was still ongoing. 
 
There are no unfilled conditions or contingencies attached to the other grants. 
 
13.  Risk Management 
 
The Corporation’s activities expose it to a variety of financial risks, including market risk, credit risk and liquidity risk.  
The Corporation uses various strategies to manage these risks. 
 
Market Risk Risk that the fair value of future cash flows of a financial instrument held by the Corporation 

will fluctuate because of changes in market prices (i.e. commodity price risk, interest rate 
risk and currency risk). 

 
Credit Risk Risk of loss due to the failure of the borrower or counterparty to fulfill its contractual 

obligations. 
 
Liquidity Risk Risk that the Corporation cannot meet a demand for cash or fund an obligation when it is 

due. 
   
Market Risk 
 
Commodity price risk is defined as the risk that the fair value of future cash flows will fluctuate because of changes 
in the price of electricity.  The company manages this risk by entering into long-term PPA’s.  These PPA’s provide 
price assurance.  Currently 100% of the Corporation’s electricity production is contracted under long-term PPA’s 
which expire between 2022 and 2033. 

 
Interest rate risk is defined as the risk that the fair value or future cash flows of a financial instrument held by the 
Corporation will fluctuate because of changes in interest rates. Long-term indebtedness consists of medium to long-
term fixed rate debt which does not fluctuate with changes in interest rates.   
 
Currency risk is defined as the risk that the fair value of future cash flows will fluctuate because of changes in 
foreign exchange rates.  The Corporation currently incurs almost all of its revenues and expenditures in Canadian 
dollars but does have some expenses related to its turbine supply and maintenance agreements that are 
denominated in US dollars.  To mitigate these risks, the Corporation monitors the risks associated with foreign 
exchange rate fluctuations and, from time to time, may enter into forward foreign exchange contracts.  As at March 
31, 2017, the Corporation did not hold any foreign exchange contacts. 
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13.  Risk Management (continued) 
 
Credit Risk 
 
The Corporation’s credit risk is limited to cash, trade receivables and other financial assets.  The Corporation’s 
maximum exposure to credit risk in relation to each class of recognized financial assets is limited to the carrying 
amount of those assets as indicated in the statement of financial position.  The maximum credit exposure does not 
take into account the value of any collateral or other security held, in the event the counterparty fails to perform its 
obligations under the financial instrument in question. 
 
The Corporation has minimal credit risk with respect to cash as it is held at high-credit quality financial institutions.  
Trade receivable risk is managed through the PPA process whereby the counterparty to the PPA is a utility subject 
to government regulation and legislation and is a subsidiary of a highly rated public company.  Of the trade 
receivables balance at the end of the year, $2,775,620 (2016 - $2,539,590) is due from the utility, the Corporation’s 
largest customer, and $12,788,136 (2016 – nil) is due from the Federal Government in respect of grants.  Apart 
from this, the Corporation does not have significant credit risk exposure to any single counterparty or any group of 
counterparties having similar characteristics.  All other financial assets are categorized as performing as 
counterparties have a low risk of default and all contractual cash flows have been met.  No expected credit loss 
provisions have been recognized. 
 
The Corporation actively manages its exposure to credit risk by assessing the ability of counterparties to fulfill their 
obligations under the related contracts prior to entering into such contracts.  The Corporation makes detailed 
assessments of credit quality of all counterparties and, where appropriate, obtains corporate guarantees, collateral 
or other security to support the ultimate collection of these financial assets. 
 
Liquidity Risk 
 
The Corporation actively manages its liquidity through cash and debt management strategies. Such strategies 
include continually monitoring forecasted and actual cash flows to assess and further reduce liquidity risk.  The 
Corporation’s cash resources, trade receivables, other financial asset receivables and cash generated from 
operations significantly exceed the current cash outflow requirements.   
 
At March 31, 2017, the Corporation had access to $50,000,000 (2016 - $50,000,000) in undrawn borrowing 
facilities. 

 
14. Capital Management 
 
The Corporation's debt management plan is built on the goal of ensuring the capacity to meet long-term obligations 
and ensuring financial health, while achieving the growth plans of the Corporation.  In order to facilitate the 
management of its capital requirements, the Corporation prepares annual operating budgets and actual to budget 
forecasts on a quarterly basis.  The Corporation's capital consists of short-term debt having a term to maturity of 
one year or less, long-term debt having a term to maturity greater than one year and equity, primarily in the form of 
surplus.  There has been no change with respect to the overall capital risk management strategy during the year. 
 
The Corporation is subject to an externally imposed requirement to contribute to a sinking fund for the future 
settlement of long-term indebtedness and has complied with this requirement during the year.   
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15.  Commitments and Financial Guarantees 
 
Commitments 
 
Turbine service and warranty agreements: 
 
The Corporation enters into service and warranty agreements in the ordinary course of business.  Certain 
agreements are denominated in US dollars and have been converted to Canadian dollars using the exchange rate 
in effect at March 31, 2017.  The contracts provide for scheduled and unscheduled maintenance and require annual 
minimum payments, subject to inflationary increases, as applicable, The committed amounts over the next five 
years and beyond are as follows:  2018 - $3,252,468; 2019 - $2,619,694; 2020 - $2,619,694; 2021 - $2,619,694; 
2022 - $2,619,694; thereafter - $8,465,385. 
 
An amendment to the service and warranty agreement at the North Cape location became effective December 12, 
2015. In addition to the fixed costs discussed above, the Corporation is required to pay an additional $3.50 per 
megawatt hour produced by each wind turbine at the North Cape location during the period of December 12, 2015 
to February 12, 2018. 
 
Power Purchase Agreements: 
 
The Corporation is contractually obligated, through PPA’s totaling 19 megawatts with private wind developers, to 
purchase all wind power produced, and then sell all wind power purchased to Maritime Electric Company Limited.  
These PPA’s expire in 2026 (9 megawatts) and 2036 (10 megawatts).  The Corporation is contractually obligated, 
through PPA’s totaling 73.56 megawatts, to sell all wind power produced at its wind farm facilities to Maritime 
Electric Company Limited.  These PPA’s expire in 2022 (5.28 megawatts), 2023 (3 megawatts), 2024 (5.28 
megawatts), 2026 (30 megawatts) and 2033 (30 megawatts). 
 
Land lease payments: 
 
In the normal course of business, the Corporation has entered into agreements for the use of, or option to use, land 
in perpetuity in connection with the operation of its wind farms.  Payment under these agreements is dependent on 
the amount of power generated by the wind farm assets; therefore, future minimum payments are indeterminable.   
 
Development: 
 
At March 31, 2017, the Corporation had outstanding contractual construction commitments amounting to 
approximately $41,100,000 (2016 – $130,200,000) related to PEI-NB Cable Interconnection Project which will 
upgrade the interconnection between the electrical systems of Prince Edward Island and mainland Canada.  During 
the year, a contract was signed with Infrastructure Canada for project funding of up to $68,985,000.  At March 31, 
2017, $39,563,814 of this funding had not yet been received.  
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16.  Related Party Transactions 
 
These financial statements include the results of financing and normal operating transactions with various 
Provincial Government controlled departments, agencies and Crown Corporations, with which the Corporation may 
be considered related.  These transactions have been measured at fair value as determined by management. 
 
The following table provides information regarding the sale of renewable energy credits by the Corporation on 
behalf of the Provincial Government: 
  2017 2016 
Gross sales 440,887 288,796 
Selling expenses (96,540) (54,255) 
Net proceeds paid or payable to the Provincial Government 344,347 234,541 

   
Other renewable energy certificate expenses reimbursed                                     
by the Provincial Government 

 
52,819 

 
48,567 

 
Key Management Compensation 
 
Key management includes the CEO.  Salary and short-term benefits paid to the CEO totaled $144,735 (2016 – 
$128,919).   
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