
 
 

 
 

Public Accounts 
 

of the Province of 

Prince Edward Island 
 
 

 
Volume III – Part B 

Financial Statements of Agencies, Boards and Crown 
Corporations 

 

Government Business Enterprises  
and Other Reporting Entities 

 

For the Year Ended March 31st 

2021 

 



 
 



 
 

 
 

Public Accounts 
 

of the Province of 

Prince Edward Island 
 
 

 
Volume III – Part B 

Financial Statements of Agencies, Boards and Crown 
Corporations 

 

Government Business Enterprises  
and Other Reporting Entities 

 

For the Year Ended March 31st 

2021 



 
 



 
 

 
 

 
 
 

Introduction 
 

The Public Accounts of the Province of Prince Edward Island are presented through the 
publication of Volume 1, the audited consolidated financial statements, Volume II, the financial 
statements of the Operating Fund and the details of revenues and expenses of the Operating 
Fund, and Volume III (Part A and B) which presents a reproduction of the available audited 
financial statements of the Province’s Agencies, Boards and Crown Corporations. 

 

Internet Address – Volumes I, II, and III (Part A and B) of the Public Accounts are available in 
PDF format on the Province’s Website: 

https://www.princeedwardisland.ca/en/topic/public-accounts 
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June 29, 2021

Independent Auditor's Report

To the Board of Directors of The Charlottetown Area Development Corporation

Opinion
We have audited the accompanying consolidated financial statements of The Charlottetown Area Development
Corporation, which comprise the consolidated statement of financial position as at March 31, 2021, and the
consolidated statements of comprehensive income, changes in equity and cash flows for the year then ended, and
notes to the consolidated financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position
of The Charlottetown Area Development Corporation as at March 31, 2021, and the results of its operations and
its cash flows for the year then ended in accordance with International Financial Reporting Standards.

Basis for Opinion
We conducted our audit in accordance with International Financial Reporting Standards. Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the Consolidated
Financial Statements section of our report. We are independent of The Charlottetown Area Development
Corporation in accordance with the ethical requirements that are relevant to our audit of the consolidated 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.

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial
Statements
Management is responsible for the preparation and fair presentation of the consolidated financial statements in
accordance with International Financial Reporting Standards, 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.

In preparing the consolidated financial statements, management is responsible for assessing The Charlottetown
Area Development Corporation’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 Charlottetown Area Development Corporation or to cease operations, or has no realistic alternative but to do
so.

Those charged with governance are responsible for overseeing The Charlottetown Area Development
Corporation’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements
Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s 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
these consolidated 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:

(1)
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! Identify and assess the risks of material misstatement of the consolidated 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. 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
Charlottetown Area Development Corporation’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 Charlottetown Area Development Corporation's ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the consolidated 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
auditor’s report. However, future events or conditions may cause The Charlottetown Area Development
Corporation to cease to continue as a going concern.

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

We 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

(2)
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The Charlottetown Area Development Corporation
Consolidated Statement of Changes in Equity 
For the year ended March 31, 2021

2021 2020
$ $

Retained earnings - Beginning of year 4,873,898 3,836,279

Net earnings for the year 1,159,472 1,037,619

Retained earnings - End of year 6,033,370 4,873,898

(4)
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The Charlottetown Area Development Corporation
Consolidated Statement of Comprehensive Income 
For the year ended March 31, 2021

2021 2020
$ $

Revenue
Management fee (note 17) 147,017 152,400
Interest 137,683 156,796
Interest on investment in leases - 14,563
Miscellaneous 25,951 35,715

310,651 359,474

Expenses
Concept planning 20,286 74,947
Directors' fees (note 18) 34,791 -
Doubtful accounts 36,446 100,000
Insurance 15,257 14,168
Interest and bank charges 2,625 2,414
Interest on long-term debt (note 17) 98,609 125,568
Office operations and sundry 56,935 42,030
Professional fees 126,553 71,807
Telephone 25,078 21,895
Travel - 2,294
Wages and benefits (notes 16 and 18) 591,455 527,705
Depreciation 7,320 6,174

1,015,355 989,002

Operating loss (704,704) (629,528)

Other income (expense)
Harbourside Complex (Schedule 1) 946,710 925,364
Invesco Building (Schedule 2) 401,355 135,051
Peake's Wharf (Schedule 3) (29,718) 128,167
CGI Building (Schedule 4) 247,196 248,814
Biocommons (Schedule 5) 395,257 294,600
Venue Site and Parking Lot (Schedule 6) (79,599) (64,276)
Convention Centre (Schedule 7) (579) (573)
Loss on sale of investment property (16,446) -

1,864,176 1,667,147

Net earnings for the year 1,159,472 1,037,619

(5)
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The Charlottetown Area Development Corporation
Consolidated Statement of Cash Flows 
For the year ended March 31, 2021

2021 2020
$ $

Cash provided by (used in)
Operating activities
Net earnings for the year 1,159,472 1,037,619
Items not affecting cash

Depreciation of property and equipment 11,470 10,040
Depreciation of investment properties 1,117,646 1,093,349
Loss on sale of property inventory 16,446 -
Depreciation of deferred credits (629,391) (628,882)

1,675,643 1,512,126
Net change in non-cash working capital items

Decrease (increase) in accounts receivable 602,041 (590,378)
Decrease (increase) in prepaid deposits and expenses 41,878 (31,334)
Increase (decrease) in accounts payable and accrued liabilities 348,685 (106,984)

2,668,247 783,430

Financing activities
Increase in long-term debt - 7,429,000
Repayment of demand loan (2,929,000) (105,000)
Repayment of long-term debt (572,811) (1,128,401)
Increase in deferred credits- net 1,219,449 104,306
Decrease in deferred revenue (96,696) (96,696)

(2,379,058) 6,203,209

Investing activities
Increase in property inventory (83,098) (109,666)
Proceeds on sale of property inventory 255,950 -
Decrease in investment in leases - 562,914
Purchase of property and equipment (13,235) (17,454)
Decrease (increase) in investment properties (643,064) 12,538
Decrease (increase) in mortgages receivable 2,976,731 (7,939,309)
Increase in properties held for development (4,136,070) -

(1,642,786) (7,490,977)

Decrease in cash (1,353,597) (504,338)

Cash - Beginning of year 6,385,472 6,889,810

Cash - End of year 5,031,875 6,385,472

(6)
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The Charlottetown Area Development Corporation
Notes to Consolidated Financial Statements
March 31, 2021

1 General information

The Charlottetown Area Development Corporation was established to provide innovation, investment, and
expertise for individual projects of economic and social benefit that government or the private sector are not
prepared to execute alone.

The corporation is owned by the Province of Prince Edward Island, the City of Charlottetown and the Town of
Stratford and is, therefore, a non-taxable entity under the provisions of the Income Tax Act.

The Charlottetown Area Development Corporation's head office is located in Charlottetown, Prince Edward
Island.

These consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”).

These financial statements have been approved for issue by the Board of Directors on June 29, 2021.

2 Summary of significant accounting policies

(a) Basis of measurement

These consolidated financial statements have been presented on the historical cost basis except for
certain financial instruments as indicated in note 2(e).

(b) Basis of consolidation

These consolidated financial statements include the accounts of The Charlottetown Area Development
Corporation and its wholly-owned subsidiary, Harbourside Management Services Inc.

(c) Functional and presentation currency

These consolidated financial statements are presented in Canadian dollars, which is The Charlottetown
Area Development Corporation's functional currency.

(d) Foreign currency translation

Transactions in foreign currencies are translated to the functional currency of The Charlottetown Area
Development Corporation at the exchange rates at the dates of the transactions.  Monetary assets and
liabilities denominated in foreign currencies at the reporting date are translated to the functional
currency at the exchange rate at that date.  Foreign currency gain or loss on monetary items is the
difference between cost in the functional currency at the beginning of the period or at the reporting
date if a current year transaction, and the cost in foreign currency translated at the exchange rate at the
end of the reporting period.  Foreign currency differences arising on the translation are recognized in
the statement of comprehensive income.  

(7)
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The Charlottetown Area Development Corporation
Notes to Consolidated Financial Statements
March 31, 2021

(e) Financial instruments

i) Classification and measurement of financial assets

A financial asset is classified as the following measurement categories: 

Amortized cost;
Fair value through profit or loss (FVTPL); or
Fair value through other comprehensive income (FVOCI).

The classification of financial assets is generally based on the business model in which a
financial asset is managed and its contractual cash flow characteristics. The corporation's
financial assets consist of cash measured at FVTPL and accounts receivable, investment in
leases and mortgages receivable measured at amortized cost. The corporation's financial
liabilities consist of accounts payable and accrued liabilities, demand loans and long-term debt
measured at amortized cost.

ii) Fair value

Fair value of a financial asset or liability is the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between market participants in the
principal,or in its absence, the most advantageous market to which the corporation has access
at the measurement date.

The corporation measures instruments carried at fair value under the following fair value
hierarchy. The different levels have been defined as follows:

Level 1 - quoted prices (unadjusted) in active markets for identical assets or liabilities;
Level 2 - inputs other than quoted prices included within Level 1that are observable for the

asset or liability, either directly (ie. as prices) or indirectly (ie. derived from prices);
and

Level 3 - inputs for the asset or liability that are not based on observable market data
(unobservable inputs).

iii) Impairment

An expected credit loss ("ECL") model applies to financial assets measured at amortized cost.
The corporation's financial assets measured at amortized cost and subject to the ECL model
consist of accounts receivable, mortgages receivable and investment in leases which has a
significant low credit risk due to the nature of the counterparties involved and historical
default experienced. The corporation applied the simplified approach in calculating ECL for
these amounts. The impact was negligible on the carrying amounts of the corporation's
financial assets on the transition date.

(f) Cash

Cash includes cash on hand and deposits held with banks.

(8)
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The Charlottetown Area Development Corporation
Notes to Consolidated Financial Statements
March 31, 2021

(g) Investment properties

Investment properties includes buildings held to earn rental income and properties that are under
construction or development for future use as investment properties.

(i) Property inventory

Properties being developed for resale are accounted for in accordance with IAS 2 – Inventories
and are carried at the lower of cost and net realizable value.  The cost of property inventory is
comprised of the original purchase, costs of conversion to prepare the property for resale and
borrowing costs incurred during that period.  Net realizable value is the estimated selling price in
the ordinary course of business less selling costs and costs to complete development.  To the
extent there have been write-downs to net realizable value, the reversal of these write-downs is
recognized in the subsequent period should net realizable value recover.  Property inventory
expected to be sold within a year is reported as a current asset.

(ii) Investment properties

Initially, investment properties are recorded at cost, including transaction costs which include
transfer taxes and various professional fees.  Subsequent to initial recognition, investment
properties are recorded at cost less accumulated depreciation and accumulated impairment losses.
The corporation allocates the amount recognized in respect of each item in investment properties
to its significant components and depreciates each component separately.

Depreciation is recognized so as to write-off the cost less the residual values over the useful lives
of the assets using the straight-line method.  The estimated useful lives, residual values and
depreciation method are reviewed at each year-end with the effect of any changes in estimates
accounted for on a prospective basis.  Depreciation rates are as follows:

Land improvements 40 years
Buildings 1.33% - 4%

Investment property is derecognized when it has been disposed of or permanently withdrawn
from use and no future economic benefit is expected from its disposal.  Any gains or losses on
retirement or disposal of investment properties are recognized in the income statement in the year
of retirement or disposal.

(iii) Investment properties under development

The cost of development properties includes direct development costs, realty taxes and borrowing
costs directly attributable to the development.  Investment properties under development are
recorded at cost less accumulated impairment losses.

Once development has been completed, the properties are transferred to investment properties and
depreciated accordingly.

(9)
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The Charlottetown Area Development Corporation
Notes to Consolidated Financial Statements
March 31, 2021

(h) Property and equipment

Property and equipment is stated at cost less accumulated depreciation.   Cost includes expenditures
that are directly attributable to the acquisition of the asset.  Subsequent expenditures are included in
the asset’s carrying amount or are recognized as a separate asset, as appropriate, only when it is
probable that future economic benefits associated with the item will flow to The Charlottetown Area
Development Corporation and the cost can be measured reliably.  Repairs and maintenance costs are
charged to expenses during the financial period in which they are incurred.

Depreciation is calculated using the declining balance method as follows:

Equipment 20% and 33.3%
Computer 30%
Automotive 30%

The useful lives of property and equipment are reviewed, and adjusted if appropriate, at each statement
of financial position date.  Assets are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s
carrying amount is greater than its estimated recoverable amount.  The recoverable amount is the
higher of the asset’s fair value less costs to sell and value in use.  No property and equipment were
identified as impaired as at March 31, 2021.

Gains and losses on disposals of property and equipment are determined by comparing the proceeds to
the net book value of the asset and are presented as a gain or loss on disposal in the statement of
comprehensive income.

(i) Retiring allowance

The Corporation provides a retiring allowance to its employees.  The amount paid to eligible
employees at retirement is one week of pay for each year of service and the rate of pay in effect at the
retirement date.  The retirement pay benefits are accrued on an annual basis, starting retroactively in
2017, and are reflected in accounts payable and accrued liabilities.

(j) Government assistance and capital donations

Grants relating to general operations are recorded as revenue in the period in which they are received
or receivable.  Grants relating to the delivery of specific programs are recorded as revenue in the
period in which the related expenditures are made.  

Government assistance received relating to property and equipment, investment properties and
investment properties under development are recorded as deferred credits and are depreciated on the
same basis as the related assets are being depreciated.

(10)
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The Charlottetown Area Development Corporation
Notes to Consolidated Financial Statements
March 31, 2021

(k) Revenue recognition

Revenue from rental operations is recognized over the terms of the leases when collection is
reasonably assured.

Management fees - leasing is based on market rates for financing and administering rental operations
and the City's three parkades.

Interest income and interest on investment in leases is recorded in the period earned.

(l) Impairment of assets

At the end of each reporting period, non-financial assets, such as investment properties, are assessed
for any indication of impairment.  Should the indication of impairment exist, the recoverable amount
of the asset is estimated in order to determine the extent of the impairment loss, if any.  When it is not
possible to estimate the recoverable amount of an individual asset, the corporation estimates the
recoverable amount of  the cash-generating unit to which the asset belongs. 

Recoverable amount is defined as the higher of an asset’s “fair value less cost to sell” and  its “value in
use”.  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 risk
specific to the asset for which the estimate of future cash flows have not been adjusted.

When the carrying amount of an asset exceeds the recoverable amount determined, an impairment loss
is recognized in the statement of comprehensive income.  After the recognition of an impairment loss,
the depreciation charge related to that asset is also revised for the adjusted carrying amount on a
systematic basis over the remaining useful life of an asset.  Should this impairment loss be determined
to be reversed in a future period, a reversal of the impairment loss is recorded in the statement of
earnings.  However, the reversal of an impairment loss will not increase the carrying amount that
would have been determined (net of depreciation) had no impairment loss been recognized.

(m) Related parties

A related party is a person or an entity that is related to The Charlottetown Area Development
Corporation.

A person or a close member of that person’s family is related to The Charlottetown Area Development
Corporation if that person:

i) Has control or joint control over The Charlottetown Area Development Corporation, with the
power to govern The Charlottetown Area Development Corporation’s financial and operating
policies;

(11)
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The Charlottetown Area Development Corporation
Notes to Consolidated Financial Statements
March 31, 2021

ii) Has significant influence over The Charlottetown Area Development Corporation, participating in
financial and operating policy decisions, but not control over these policies; or

iii) Is a member of the key management personnel of The Charlottetown Area Development
Corporation.  Key management personnel, consistent with the definition under IAS 24, Related
Party Disclosures, are persons having authority and responsibility for planning, directing and
controlling the activities of The Charlottetown Area Development Corporation, directly or
indirectly, including any director of The Charlottetown Area Development Corporation.

(n) Use of estimates and judgments

The preparation of the financial statements requires management to make judgments, estimates and
assumptions that affect the application of policies and report amounts of assets, liabilities, revenue and
expenses during the period.  The estimates and associated assumptions are based on historical
experience and various other factors that are believed to be reasonable under the circumstances, the
results of which form the basis of making judgments about carrying values of assets and liabilities that
are not readily apparent from other sources.  Actual results could differ from those estimates.
Estimates and underlying assumptions are reviewed on an ongoing basis.  Revisions to accounting
estimates are recognized in the period in which the estimates are revised and in any future periods
affected.

The judgments that have the most significant effect on the amounts recognized in the financial
statements are detailed in note 3.

3 Critical accounting estimates and judgments

The Charlottetown Area Development Corporation makes estimates and assumptions concerning the future
that will, by definition, seldom equal actual results.  These estimates and judgments have a significant risk of
causing a material adjustment to the carrying amounts of assets and liabilities in the period the assumptions
changed.  The principal areas involving a higher degree of judgment or complexity and/or area which require
significant estimates are described below:

(a) Provision for losses

The expected credit loss model requires the recognition of credit losses based on up to 12 months of
expected losses for performing loans and the recognition of lifetime losses on performing loans that
have experienced a significant credit risk since origination.

The determination of a significant increase in credit risk takes into account many different factors
since origination, and certain other criteria, such as delinquencies.  The assessment of a significant
increase in credit risk requires experienced credit judgment.

In determining whether there has been a significant increase in credit risk and in calculating the
amount of expected credit losses, we must rely on estimates and exercise judgment regarding matters
for which the ultimate outcome is unknown. These judgments include changes in circumstances that
may cause future assessments of credit risk to be materially different from current assessments, which
could require an increase or decrease in the allowance for credit losses.

(12)
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The Charlottetown Area Development Corporation
Notes to Consolidated Financial Statements
March 31, 2021

(b) Estimated useful lives of property and equipment and investment properties

Management estimates the useful lives of property and equipment and investment properties based on
the period during which assets are expected to be available for use.  The amounts and timing of
recorded depreciation expense of property and equipment and investment properties for any period are
affected by these estimated useful lives.  The estimates are reviewed at least annually and are updated
if expectations change as a result of physical wear and tear and legal and other limits to use.  It is
possible that changes in these factors may cause changes in the estimated useful lives of The
Charlottetown Area Development Corporation’s property and equipment and investment properties in
the future.

(c) COVID-19

Since January 31, 2020, the outbreak of COVID-19 (coronavirus) has resulted in governments
worldwide enacting emergency measures to combat the spread of the virus. These measures have
caused material disruption to businesses globally resulting in an economic slowdown, and global
equity markets have experienced significant volatility. The duration and impact of the COVID-19
outbreak is unknown at this time, as is the outcome of government and central bank interventions.

The company has concluded that these events have not had a material impact on the carrying value of
assets and liabilities reported in these consolidated financial statements as at March 31, 2021.  The
duration and impact of the COVID-19 pandemic remains unclear at this time.  Therefore, it is not
possible to reliably estimate the duration and severity of these consequences, as well as their impact on
the financial position and results of the company for future periods.

(13)
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The Charlottetown Area Development Corporation
Notes to Consolidated Financial Statements
March 31, 2021

4 Financial instruments

Fair values versus carrying amounts

The fair values of financial assets and liabilities, together with the carrying amounts shown in the statement of
financial position, are as follows:

2021 2020

Carrying Fair Carrying Fair
amount value amount value

$ $ $ $
Financial assets
Cash Level 1 5,031,875 5,031,875 6,385,472 6,385,472
Accounts receivables Level 2 839,621 839,621 1,441,662 1,441,662
Mortgages receivable Level 1 4,962,578 4,962,578 7,939,309 7,939,309

10,834,074 10,834,074 15,766,443 15,766,443

Financial liabilities
Demand loans Level 1 10,326,067 10,326,067 13,255,067 13,255,067
Accounts payable and

accrued liabilities Level 2 2,015,884 2,015,884 1,667,199 1,667,199
Long-term debt Level 1 9,549,330 9,549,330 10,122,140 10,122,140

21,891,281 21,891,281 25,044,406 25,044,406

5 Accounts receivable
2021 2020

$ $

Trade receivable 663,282 432,838
Funding receivables 268,348 1,144,935
Other receivables 63,536 13,889
Less:  Allowance for doubtful accounts (155,545) (150,000)

839,621 1,441,662

Continuity of allowance for doubtful accounts
2021 2020

$ $

Balance - beginning of year 150,000 50,000
Provision for doubtful accounts 5,545 100,000

Balance - end of year 155,545 150,000

(14)
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The Charlottetown Area Development Corporation
Notes to Consolidated Financial Statements
March 31, 2021

6 Mortgages receivable
2021 2020

$ $

Bankers' acceptance rate plus 1.25% mortgage, due March 2022 4,500,000 4,500,000

6% mortgage, due October 2029, repayable in monthly
installments of $5,256, including principal and interest 462,578 460,305

Bankers' acceptance rate plus 1.25% mortgage, received during
the year - 2,979,004

4,962,578 7,939,309

Less: Current portion 4,536,780 3,015,784

425,798 4,923,525

The Bankers' acceptance rates at March 31, 2021 was 0.4125% and are subject to change based on the changes
in the related borrowing.

7 Property inventory
2021 2020

$ $

Balance - beginning of year 3,424,515 3,314,849
Add: Capitalized expenditures 20,931 9,853
Add: Capitalized interest 62,167 99,813
Less: Disposals (272,396) -

Balance - end of year 3,235,217 3,424,515

The corporation expects these properties to be completed within their normal operating cycle for such
properties, which may extend beyond one year.

(15)
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The Charlottetown Area Development Corporation
Notes to Consolidated Financial Statements
March 31, 2021

8 Property and equipment

Equipment Computer Automotive Total
$ $ $ $

Cost
Balance - March 31, 2020 749,796 147,779 35,921 933,496
Additions 5,000 8,235 - 13,235

Balance - March 31, 2021 754,796 156,014 35,921 946,731

Accumulated depreciation
Balance - March 31, 2020 731,313 130,544 32,874 894,731
Current year depreciation 4,150 6,406 914 11,470

Balance - March 31, 2021 735,463 136,950 33,788 906,201

Carrying value
March 31, 2020 18,483 17,235 3,047 38,765
March 31, 2021 19,333 19,064 2,133 40,530

9 Investment properties
Land

Land Improvements Buildings Total
$ $ $ $

Cost
Balance - March 31, 2020 4,902,781 3,759,202 56,350,981 65,012,964
Capitalized expenditures 8,088 568,188 66,788 643,064

Balance - March 31, 2021 4,910,869 4,327,390 56,417,769 65,656,028

Accumulated depreciation
Balance - March 31, 2020 - 1,581,414 13,317,960 14,899,374
Depreciation - 153,229 964,417 1,117,646

Balance - March 31, 2021 - 1,734,643 14,282,377 16,017,020

Carrying value
March 31, 2020 4,902,781 2,177,788 43,033,021 50,113,590
March 31, 2021 4,910,869 2,592,747 42,135,392 49,639,008

The fair value of the investment properties is estimated to be $34,510,000 (2020 - $31,200,000).

The carrying value of the investment properties is reduced by the $35,383,196 (2020 - $34,793,138) balance in
deferred credits to get a net book value of the investment properties of $14,255,973 (2020 - $16,244,044) for
purposes of evaluating that fair value exceeds carrying value.

(16)
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The Charlottetown Area Development Corporation
Notes to Consolidated Financial Statements
March 31, 2021

Independent valuations were completed by accredited appraisal firms for six of the seven investment
properties in 2017 and 2018 which represented 93% of the 2019 portfolio. In 2020 three of the six investment
properties appraised in 2017 and 2018 were revalued internally by management along with the property
previously valued internally reducing the percentage of properties valued by accredited appraisal firms to 12%.
Management's internal valuation model is based on the capitalization rate of normalized income by property
using specific capitalization rates.  Management determined the normalized income for each property based on
current rents and assumptions about occupancy.

Investment property valuations are most sensitive to changes in the capitalization rates.  The weighted average
of the capitalization rate used is 6.0% with a range of 5.0% to 7.0%.

The impact of a 10% change in the capitalization rate used to value the investment properties would affect the
fair value calculation as follows:

! a 10% increase in the capitalization rate would result in a fair value amount of $37,927,000.
! a 10% decrease in the capitalization rate would result in a fair value amount of $31,086,000.

10 Investment properties under development

Land 2021 2020
Land improvements Buildings Total $

$ $ $ $ $
Balance - March 31,

2020 290,425 - - 290,425 290,425
Additions -

acquisitions 289,306 - 3,846,764 4,136,070 -

Balance - March 31,
2021 579,731 - 3,846,764 4,426,495 290,425

(17)
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The Charlottetown Area Development Corporation
Notes to Consolidated Financial Statements
March 31, 2021

11 Demand loans

2021 2020
$ $

Prime minus .1% demand loan, due on demand, interest paid
monthly 2,631,601 2,631,601

Bankers' acceptance rate plus .75% stamping fee demand
loan, due on demand,  interest paid monthly 4,500,000 4,500,000

Bankers' acceptance rate plus .75% stamping fee demand
loan, due on demand,  interest paid monthly 3,194,466 2,929,000

Prime minus .1% demand loan, due on demand, repaid during
the year - 3,194,466

10,326,067 13,255,067

The Prime rate was 2.45% at March 31, 2021.  The Bankers' acceptance borrowing rate for the March 31, 2021
loans was 0.4125% plus the stamping fee.

12 Accounts payable and accrued liabilities
2021 2020

$ $

Trade payables 959,378 371,053
Property taxes payable 288,324 283,253
HST payable (receivable) (185,311) 115,533
Other 953,493 897,360

2,015,884 1,667,199

(18)
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The Charlottetown Area Development Corporation
Notes to Consolidated Financial Statements
March 31, 2021

13 Long-term debt
2021 2020

$ $

Debentures

Mortgages payable
2.95% mortgage, due February 2022, repayable in monthly

instalments of $21,578, including principal and interest 2,689,849 2,866,439
2.92% mortgage, due April 2023, repayable in monthly instalments

of $16,518 including principal and interest 2,028,107 2,164,608
3.11% mortgage, due April 2023, repayable in monthly instalments

of $9,410, including principal and interest 1,142,625 1,218,722
4.18% mortgage, due November 2021, repayable in monthly

instalments of $6,092, including principal and interest 425,265 479,520
2.48% mortgage, due June 2030, repayable in monthly instalments of

$18,568, including principal and interest 3,263,484 3,392,852

9,549,330 10,122,141

Less:  Current portion 568,376 3,836,604

8,980,954 6,285,537

Based on the refinancing of long-term debt indicated below, the aggregate amount of principal repayments
required in each of the next five years to meet retirement provisions are as follows:

$

Year ending March 31, 2022 568,376
2023 613,908
2024 1,531,075
2025 563,346
2026 579,214

Security on long-term debt and demand loans

The 2.95%, 2.92%, 3.11%, 4.18% and 2.48% mortgages and the demand loans are secured by a general
security agreement representing a first charge on all assets, continuing collateral mortgages representing a first
charge on all real property known as Harbourside Complex and an undertaking not to encumber or mortgage
the property at 119 Euston Street, assignment of mortgage receivable and fire insurance for Harbourside
Complex and general assignment of rents representing a first charge on rents on the Harbourside Complex.

Refinancing of long-term debt

On June 8, 2021, the Corporation renewed $2,689,849 and $2,028,107 of its maturing mortgages payable.  The
amounts have been renewed at interest rates of 2.60% and 2.73%, respectively, and with new respective
maturity dates of June 1, 2031 and June 22, 2026.
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The Charlottetown Area Development Corporation
Notes to Consolidated Financial Statements
March 31, 2021

14 Deferred credits
2021 2020

Accumulated
Cost depreciation Net Net

$ $ $ $

Harbourside Complex 117,500 9,720 107,780 99,882
Peakes Wharf 619,428 374,561 244,867 259,756
CGI Building 4,124,499 1,634,199 2,490,300 2,583,708
Invesco Building 4,625,000 1,445,887 3,179,113 3,281,977
Biocommons 2,000,000 216,837 1,783,163 1,808,675
Venue Site - Event Space 1,484,582 732,945 751,637 780,281
Convention Centre 27,119,979 2,456,607 24,663,372 24,991,252
Venue Site - Parking lot 1,068,638 255,674 812,964 847,056
BioScience Incubator project 1,350,000 - 1,350,000 140,551

42,509,626 7,126,430 35,383,196 34,793,138

During the year, $1,219,450 (2020 -$140,551) in deferred credit additions was the result of receiving a
government grant to fund ongoing projects by The Charlottetown Area Development Corporation, and nil
(2020 - $36,248) in deferred credit disposals.

15 Capital stock

Authorized
5,000 common shares of the par value of $1 each

2021 2020
$ $

Issued
2,500 common shares 2,500 2,500

16 Pension

Employees, who are members, contribute a minimum of 5% of earnings to a defined contribution pension plan.
The corporation matches 100% of the minimum contribution. Pension expense for the year was $42,919 (2020
- $41,938). 

17 Related party transactions

Related parties

The Province of Prince Edward Island is the majority shareholder of The Charlottetown Area Development
Corporation and the City of Charlottetown and the Town of Stratford are minority shareholders.

(20)
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The Charlottetown Area Development Corporation
Notes to Consolidated Financial Statements
March 31, 2021

Balances

Included in accounts receivable and accounts payable and accrued liabilities are the following amounts due to
and from related parties:

2021 2020
$ $

Accounts receivable
Due from the City of Charlottetown 15,119 567,455
Due from the Province of Prince Edward Island 15,000 381,909

Accounts payable and accrued liabilities
Due to the City of Charlottetown (10,743) 12,688
Due to Province of Prince Edward Island 92,017 77,640
Due to Stratford Utility Corporation - 1,292

Deferred revenue
Province of Prince Edward Island 346,568 443,264

Transactions

During the year, the Corporation received $740,489 (2020 - $756,990) from the Province of Prince Edward
Island for commercial rental revenue recorded in Harbourside Complex and $122,407 (2020 - $128,108) from
a provincial Crown corporation recorded as rental revenue in Biocommons.  The Corporation reported $96,696
(2020 - $96,696) in commercial rental revenue in Harbourside Complex for deferred revenue from the
Province of Prince Edward Island being recognized in the fiscal period.  In addition, the corporation received
$97,017 (2020 - $152,400) in management fee revenue from the City of Charlottetown for managing the
parkades.

During the year, the Corporation expensed interest on long-term debt of nil (2020 - $4,817) paid to the
Province of Prince Edward Island.

18 Composition of key management

Key management includes the general manager, assistant general manager and controller.  Compensation
awarded to key management included:

(21)
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The Charlottetown Area Development Corporation
Notes to Consolidated Financial Statements
March 31, 2021

(a) Key management, excluding directors
2021 2020

$ $

Salaries and short-term employee benefits 302,286 300,782

(b) Directors' remuneration

2021 2020
$ $

Honorariums 34,791 -

19 Commitments

Property Development Commitments

During the year, the corporation entered into various construction contracts in relation to two investment
property development projects. At March 31, 2021, committed construction contracts totaled $14,000,000 with
$9,863,931 yet to be disbursed. Funding commitments for the related projects totals $14,000,000, which
includes $12,000,000 in repayable loans.  Funding of $1,350,000 was received by March 31, 2021, with
$12,650,000 expected to be received subsequent to March 31, 2021.

Subsequent to March 31, 2021, the corporation entered into additional construction contracts totaling $615,844
in relation to two investment property development projects. Funding commitments for the related future
projects total $175,844.

20 Subsequent event

Subsequent to March 31, 2021, the Province of Prince Edward Island sold 50 of their existing shares in the
corporation to the Town of Cornwall.

21 Risk management

The Charlottetown Area Development Corporation’s principal business activities result in a Statement of
Financial Position that exposes it to a variety of financial risks.  The principal financial risks that arise from
transacting financial instruments include credit, liquidity, market and operational risk.  Authority for all risk-
taking activities rests with the Board of Directors (Board), which approves risk management policies,
delegates limits and regularly reviews management’s risk assessments and compliance with approved policies.
Qualified professionals throughout The Charlottetown Area Development Corporation manage these risks
through comprehensive and integrated control processes, including regular review and assessment of risk
measurement and reporting processes.

(22)
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The Charlottetown Area Development Corporation
Notes to Consolidated Financial Statements
March 31, 2021

(a) Credit risk

Credit risk is the risk of financial loss to The Charlottetown Area Development Corporation if a
member or counterparty of a financial instrument fails to meet its contractual obligations.  Credit risk
arises primarily from The Charlottetown Area Development Corporation’s mortgages receivable.

Credit risk also arises from the possibility that tenants may experience financial difficulty and be
unable to fulfil their lease term commitments.  The corporation mitigates this risk of credit loss
through diversification of it existing portfolio and limiting its exposure to any one tenant.  Credit
assessments are conducted with respect to all new leasing and the corporation also obtains a security
deposit to assist in potential recovery requirements.  The receivable balances are monitored on an
ongoing basis and the corporation establishes an appropriate provision for doubtful accounts.

Credit risk is the single largest risk for The Charlottetown Area Development Corporation’s business;
management therefore carefully manages its exposure to credit risk.  Oversight for the credit risk
management and control is done by management who reports to the Board.

The Charlottetown Area Development Corporation’s maximum exposure to credit risk at the statement
of financial position date in relation to each class of recognized financial assets is the carrying amount
of those assets 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 other entities or parties
fail to perform their obligations under the financial instruments in question.  The principal collateral
and other credit enhancements The Charlottetown Area Development Corporation holds as security for
loans include insurance and mortgages over residential lots and properties, and recourse to liquid
assets, guarantees and rents.  The value of collateral held against individual exposures is generally
only assessed at the time of borrowing or when a specific review of that exposure is undertaken in
accordance with policy.

The Charlottetown Area Development Corporation’s maximum exposure to credit risk at the reporting
date was:

2021 2020
$ $

Cash 5,031,875 6,385,472
Accounts receivable 839,621 1,441,662
Mortgages receivable 4,962,578 7,939,309

10,834,074 15,766,443

Cash has low credit risk exposure as this asset is cash at chartered banks. The Charlottetown Area
Development Corporation reviews the member’s capacity to repay the receivables rather than relying
exclusively on collateral, although it is an important component in establishing risk.  See note 2(e) (iii)
for further disclosure of impairment of financial instruments.
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The Charlottetown Area Development Corporation
Notes to Consolidated Financial Statements
March 31, 2021

(b) Liquidity risk

Liquidity risk is the risk that The Charlottetown Area Development Corporation will encounter
difficulty in meeting obligations associated with financial liabilities as they come due. 

The Charlottetown Area Development Corporation’s approach to managing liquidity is to ensure that
it will always have sufficient liquidity to meet its liabilities when due, under both normal and stressed
conditions, without incurring unacceptable losses or risking damage to The Charlottetown Area
Development Corporation’s reputation.

Exposure to liquidity risk:

For this purpose, liquid assets are financial assets that are readily saleable or expected to generate cash
inflows to meet cash outflows on financial liabilities.  Consequently, cash inflows by remaining
maturities are as follows:

Under 1 Over 1 to Over 2021
year 5 years 5 years Total

$ $ $ $

Cash 5,031,875 - - 5,031,875
Accounts receivable 839,621 - - 839,621
Mortgages receivable 4,536,780 170,926 254,872 4,962,578

10,408,276 170,926 254,872 10,834,074

Under 1 Over 1 to Over 2020
year 5 years 5 years Total

$ $ $ $

Cash 6,385,472 - - 6,385,472
Accounts receivable 1,441,662 - - 1,441,662
Mortgage receivable 3,015,784 4,670,926 252,599 7,939,309

10,842,918 4,670,926 252,599 15,766,443

(24)
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Cash flows payable under financial liabilities by remaining contractual maturities are as follows:

March 31,
Under 1 Over 1 to Over 2021

year 5 years 5 years Total
$ $ $ $

Demand loans 10,326,067 - - 10,326,067
Accounts payable and

accrued liabilities 2,015,884 - - 2,015,884
Long-term debt 568,376 3,287,543 5,693,411 9,549,330

12,910,327 3,287,543 5,693,411 21,891,281

March 31,
Under 1 Over 1 to Over 2020

year 5 years 5 years Total
$ $ $ $

Demand loans 13,255,067 - - 13,255,067
Accounts payable and

accrued liabilities 1,667,199 - - 1,667,199
Long-term debt 3,836,604 6,101,101 184,436 10,122,141

18,758,870 6,101,101 184,436 25,044,407

(c) Market risk

Market risk is the risk of exposure to changes to financial prices affecting the value of positions held by
The Charlottetown Area Development Corporation as part of its normal trading activities.  As The
Charlottetown Area Development Corporation does not deal in foreign exchange contracts or
commodities, market risk consists solely of interest rate risk.  The objective of market rate risk
management is to manage and control market risk exposures within acceptable parameters, while
optimizing the return on risk.

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates.  The borrowings of the corporation have fixed and floating
rate interest components resulting in an exposure to interest rate movements.  The corporation’s debt
consists of $9,549,330 (2020 - $10,122,14) in fixed rate debt and $10,326,067 (2020 - $13,255,067) in
floating rate debt which is all in demand loans.  The corporation has entered into interest rate swaps in
order to manage the fluctuating interest rates on $9,549,330 (2020 - $9,642,621) of its debt.  The swap
contracts have an effective interest rate range of 2.92% to 3.11% and have maturity dates ranging from
February 2022 until February 2030.
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The following table provides the potential impact of an immediate and sustained 1% increase or decrease
in interest rates on net interest expense, assuming no further hedging is undertaken.  These measures are
based on assumptions made by management.  All interest rate risk measures are based upon interest rate
exposures at a specific time and continuously change as a result of business activities and The
Charlottetown Area Development Corporation’s management initiatives.

Net interest Net interest
expense expense

2021 2020
$ $

1% increase or decrease in interest rates 103,260 132,551

(d) Operational risk

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with
The Charlottetown Area Development Corporation’s processes, personnel, technology and infrastructure,
and from external factors other than credit, market and liquidity risks such as those arising from legal and
regulatory requirements and generally accepted standards of corporate behaviour.

The Charlottetown Area Development Corporation’s objective is to manage operational risk so as to
balance the avoidance of financial losses and damage to The Charlottetown Area Development
Corporation’s reputation with overall cost effectiveness and to avoid control procedures that restrict
initiative and creativity.  The primary responsibility for the development and implementation of controls
to address operational risk is assigned to senior management.

(e) Capital management

The primary objective of  The Charlottetown Area Development Corporation's capital management is to
ensure that it maintains a healthy financial position in order to support its business.  The Charlottetown
Area Development Corporation manages its capital structure and makes changes to it in light of changes
in economic conditions.

(26)
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The Charlottetown Area Development Corporation
Consolidated Schedule of Harbourside Complex Revenue and Expenses 
For the year ended  March 31, 2021                     Schedule 1

2021 2020
$ $

Revenue
Rental - commercial (note 17) 1,712,291 1,657,559

- residential 939,770 935,722

2,652,061 2,593,281

Expenses
Cleaning 113,274 79,306
Common area 72,853 111,889
Electricity 155,671 158,449
Fuel 231,355 301,876
Heating system 57,723 67,423
Insurance 33,319 29,059
Property taxes 445,069 421,831
Repairs and maintenance 336,712 250,058
Snow removal 2,076 6,839
Supplies and miscellaneous 1,988 3,001
Water 29,460 31,542
Deblois property expenses 1,247 5,037
Depreciation 224,604 201,607

1,705,351 1,667,917

Net revenue 946,710 925,364
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The Charlottetown Area Development Corporation
Consolidated Schedule of Invesco Building Revenue and Expenses
For the year ended March 31, 2021 Schedule 2

2021 2020
$ $

Revenue
Rent - commercial 1,303,028 1,239,543
Monthly parking 58,300 63,883

1,361,328 1,303,426

Expenses
Cleaning 88,724 148,838
Electricity 170,881 209,912
Heating system 56,541 70,373
Insurance 7,226 6,000
Interest on long-term debt 168,674 187,106
Property taxes 289,504 264,502
Repairs and maintenance 15,892 119,135
Snow removal 10,205 11,108
Telephone 4,422 2,536
Water 2,547 3,664
Depreciation 248,221 248,066
Depreciation of deferred credits (102,864) (102,865)

959,973 1,168,375

Net revenue 401,355 135,051
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The Charlottetown Area Development Corporation
Consolidated Schedule of Peake's Wharf Revenue and Expenses
For the year ended March 31, 2021 Schedule 3

2021 2020
$ $

Revenue
Base rent 45,038 60,048
Percentage rent 52,203 90,144
Parking lot 30,028 169,396

127,269 319,588

Expenses
Insurance 2,292 2,412
Operating, repairs and maintenance 41,668 60,339
Parking lot 16,931 36,854
Promotion 652 2,500
Property tax 31,853 25,581
Interest on long-term debt 356 -
Depreciation 80,223 80,223
Depreciation of deferred credits (16,988) (16,488)

156,987 191,421

Net rental revenue (expense) (29,718) 128,167
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The Charlottetown Area Development Corporation
Consolidated Schedule of CGI Building Revenue and Expenses
For the year ended March 31, 2021 Schedule 4

2021 2020
$ $

Revenue
Rent - commercial 513,268 530,708

Expenses
Cleaning 57,504 57,941
Electricity 87,331 97,402
Insurance 3,296 2,736
Interest on long-term debt 18,841 20,976
Property taxes 49,742 47,679
Repairs and maintenance 26,221 23,405
Snow removal 6,220 11,905
Water 2,521 5,449
Depreciation 107,804 107,804
Depreciation of deferred credits (93,408) (93,403)

266,072 281,894

Net revenue 247,196 248,814
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The Charlottetown Area Development Corporation
Consolidated Schedule of Biocommons Revenue and Expenses
For the year ended March 31, 2021 Schedule 5

2021 2020
$ $

Revenue
Rent - commercial (note 17) 748,682 654,378

Expenses
Common area 420 730
Electricity 19,084 15,804
Fuel 80,216 79,059
Insurance 5,875 5,052
Interest on long-term debt 61,716 65,101
Property taxes 78,167 76,711
Repairs and maintenance 7,226 4,746
Snow removal 9,933 11,403
Water 53,869 64,284
Depreciation 62,431 62,398
Depreciation of deferred credits (25,512) (25,510)

353,425 359,778

Net revenue 395,257 294,600
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The Charlottetown Area Development Corporation
Consolidated Schedule of Venue Site and Parking Lot Revenue and Expenses
For the year ended March 31, 2021 Schedule 6

2021 2020
$ $

Revenue
Rent - commercial 6,941 35,779

Expenses
Advertising - 99
Electricity 9,459 6,342
Fuel 1,246 1,553
Insurance 1,841 4,596
Interest on long-term debt 36,862 38,412
Interest and bank charges 577 369
Property taxes 11,824 12,701
Repairs and maintenance 9,560 16,868
Snow removal 690 4,883
Supplies - 37
Telephone 3,052 3,237
Water 4,115 4,284
Depreciation of deferred credits (62,738) (62,735)
Depreciation 70,052 69,409

86,540 100,055

Net expense (79,599) (64,276)
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The Charlottetown Area Development Corporation
Consolidated Schedule of Convention Centre Revenue and Expenses
For the year ended March 31, 2021 Schedule 7

2021 2020
$ $

Revenue
Recovery of expenses 221,936 137,876

Expenses
Property tax 221,936 137,876
Depreciation of deferred credits (327,881) (327,881)
Depreciation 328,460 328,454

222,515 138,449

Net expense (579) (573)
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June 22, 2021

Independent Auditor's Report

To the Board of Directors of Island Investment Development Inc.

Opinion
We have audited the accompanying consolidated financial statements of Island Investment Development Inc.,
which comprise the consolidated statement of financial position as at March 31, 2021, and the consolidated
statements of comprehensive income, changes in equity and cash flows for the year then ended, and notes to
the financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of Island Investment Development Inc. as at March 31, 2021, and the results of its operations and its
cash flows for the year then ended in accordance with International Financial Reporting Standards.

Basis for Opinion
We conducted our audit in accordance with International Financial Reporting Standards. Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial
Statements section of our report. We are independent of Island Investment Development Inc. 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.

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial
Statements
Management is responsible for the preparation and fair presentation of the financial statements in accordance
with International Financial Reporting Standards, 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 Island Investment Development
Inc.’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 Island Investment
Development Inc. or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing Island Investment Development Inc.’s financial
reporting process.

Auditor’s Responsibilities for the Audit of the Consolidated 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 auditor’s 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 these 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:
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! 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. 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 Island Investment Development Inc.’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 Island Investment Development Inc.'s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
auditor’s 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
auditor’s report. However, future events or conditions may cause Island Investment Development Inc. 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.

We 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
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Island Investment Development Inc.
Consolidated Statement of Financial Position
As at March 31, 2021

2021 2020
$ $

Assets
Cash 19,518,800 18,704,173
Marketable securities 13,331,443 5,562,756
Accounts receivable (notes 7 and 17) 7,310,285 6,985,131
Prepaid expense 377,947 44,104
Inventory (note 15) 119,466 121,272
Demand loan receivable (note 9) 6,998,482 7,007,465
Notes receivable (note 10) 145,522,391 144,580,842
Advances to related company (note 17) 7,152,986 2,119,298
Investment in private companies (note 11) 4,155,397 4,148,387
Deferred financing costs (note 12) 60,844 77,100
Investment properties (notes 8 and 15) 13,951,366 12,916,348
Property and equipment (Schedule and note 15) 3,569,864 3,049,115
Restricted funds (note 13)
  Cash and marketable securities  72,729,781 121,489,012

294,799,052 326,805,003

Liabilities
Accounts payable and accrued liabilities (notes 14 and 17) 3,214,712 2,895,037
Long-term debt (note 15) 5,825,439 7,920,859
Restricted funds (note 13) 72,729,781 121,489,012

81,769,932 132,304,908

Commitments (note 18)

Retained earnings 213,029,120 194,500,095

294,799,052 326,805,003

Approved by the Board of Directors

_____________________________ Director _____________________________ Director

(3)
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Island Investment Development Inc.
Consolidated Statement of Changes in Equity
For the year ended March 31, 2021

2021 2020
$ $

Retained earnings - Beginning of year 194,500,095 170,360,268

Net earnings for the year 18,529,025 24,139,827

Retained earnings - End of year 213,029,120 194,500,095

(4)
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Island Investment Development Inc.
Consolidated Statement of Comprehensive Income 
For the year ended March 31, 2021

2021 2020
$ $

Revenue 
Interest on notes and loan receivable (note 17) 7,155,058 6,474,181
Investment income  2,398,013 3,812,088
Provincial Nominee Program fees 1,923,401 1,767,112
Provincial Nominee Program defaults 10,553,179 16,600,000
Property operations (notes 16 and 17) 10,092,513 11,305,989

32,122,164 39,959,370

Expenses
Doubtful accounts 84,314 135,334
Education contribution 457,156 498,708
Equipment 1,109 29,755
Grants - private companies 461,558 501,338
Interest and bank charges 1,320 1,699
Interest on notes payable (note 17) 140,146 135,516
Management fees (note 17) 537,500 535,326
Meetings and conferences 1,620 59,857
Office 61,551 105,401
Professional fees 193,788 133,200
Promotion and advertising 803 9,124
Property operations (note 17) 7,818,766 8,465,253
Provision for possible losses 629,765 2,447,626
Rent (note 17) 113,260 64,582
Salaries (note 17) 2,004,905 1,678,678
Travel 17,055 31,926
Amortization 1,061,508 903,391
Amortization of deferred financing costs 16,256 63,165

13,602,380 15,799,879

Operating earnings 18,519,784 24,159,491

Other income (expense)
Gain on sale of property and equipment 9,241 5,336
Loss from hurricane damages (1,142,704) (513,051)
Insurance recovery from hurricane damages 1,142,704 488,051

9,241 (19,664)

Net earnings for the year 18,529,025 24,139,827

(5)
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Island Investment Development Inc.
Consolidated Statement of Cash Flows 
For the year ended March 31, 2021

2021 2020
$ $

Cash provided by (used in)
Operating activities
Net earnings for the year 18,529,025 24,139,827
Items not affecting cash

Amortization 1,061,508 903,391
Amortization of deferred financing costs 16,256 63,165
Gain on sale of property and equipment (9,241) (5,336)
Provision for possible losses 629,765 2,447,626

20,227,313 27,548,673

Net change in non-cash working capital items
Increase in accounts receivable (325,154) (4,563,059)
Decrease (increase) in prepaid expense (333,843) 27,619
Decrease in inventory 1,806 27,618
Increase (decrease) in accounts payable and accrued liabilities 319,675 (222,787)

19,889,797 22,818,064

Financing activities
Decrease in long-term debt - net (2,095,420) (14,944,219)
Decrease (increase) in advances to related company (5,033,688) 400,986

(7,129,108) (14,543,233)

Investing activities
Increase in investment in private companies (7,010) (861,293)
Decrease (increase) in marketable securities - net (7,768,687) 2,691,951
Decrease in restricted funds - cash and marketable securities (48,759,231) (51,917,524)
Decrease in restricted funds - liability 48,759,231 51,917,524
Increase in notes receivable - net (1,571,314) (7,999,677)
Decrease in demand loan receivable 8,983 2,084
Additions to property and equipment (911,747) (640,762)
Additions to investment properties (1,959,491) (2,036,909)
Capital grants received 253,963 156,057
Proceeds on disposal of property and equipment 9,241 5,336
Increase in deferred financing costs - (2,996)

(11,946,062) (8,686,209)

Increase (decrease) in cash 814,627 (411,378)

Cash - Beginning of year 18,704,173 19,115,551

Cash - End of year 19,518,800 18,704,173

(6)
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Island Investment Development Inc.
Notes to Consolidated Financial Statements
March 31, 2021

1 Reporting entity

The company is a provincial Crown corporation established under the provisions of the Island Investment
Development Inc. Act and is therefore a non-taxable entity under the provisions of the Income Tax Act.

The company is the corporate administrator of government-administered venture capital funds in the Province
of Prince Edward Island with its purpose to invest in active business operations. The investments are made in
typically new or expanding companies.  The company also develops and commercializes the real property
assets of the former Canadian Forces Base Summerside.  It rents real property to commercial and residential
tenants and operates airport, accomodations, food and beverage and retail divisions.

The company administers the Prince Edward Island Provincial Nominee Program on behalf of the Province of
Prince Edward Island, and charges applicants under the program various fees to process the applications
received.

Island Investment Development Inc.'s head office is located in Charlottetown, Prince Edward Island.

Island Investment Development Inc. prepares its financial statements in compliance with Canadian
International Financial Reporting Standards (“IFRS”) as issued by the International Accounting Standards
Board (“IASB”).

These financial statements have been approved for issue by the Board of Directors on June 22, 2021.

2 Basis of presentation

(a) Basis of consolidation

These financial statements include the operations of Island Investment Development Inc. and its wholly-
owned subsidiaries, Prince Edward Island Century 2000 Fund Inc. (Century 2000 Fund) and Slemon Park
Corporation. 

(b) Basis of measurement

These financial statements have been presented on the historical cost basis except for certain financial
instruments as indicated in note 3(a).

(c) Functional and presentation currency

These financial statements are presented in Canadian dollars, which is the company’s functional currency.

(7)
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Island Investment Development Inc.
Notes to Consolidated Financial Statements
March 31, 2021

(d) Use of estimates and judgments

The preparation of the financial statements requires management to make judgments, estimates and
assumptions that affect the application of policies and reported amounts of assets, liabilities, revenue and
expenses during the period.  The estimates and associated assumptions are based on historical experience
and various other factors that are believed to be reasonable under the circumstances, the results of which
form the basis of making judgments about carrying values of assets and liabilities that are not readily
apparent from other sources.  Actual results could differ from those estimates.  Estimates and underlying
assumptions are reviewed on an ongoing basis.  Revisions to accounting estimates are recognized in the
period in which the estimates are revised and in any future periods affected.

The judgments that have the most significant effect on the amounts recognized in the financial statements
are detailed in note 5.

3 Summary of significant accounting policies

(a) Financial instruments

i) Classification and measurement of financial assets

The company applies IFRS 9 and classifies its financial assets into one of the following measurement
categories:

! Amortized cost;
! Fair value through profit or loss (FVTPL); or
! Fair value through other comprehensive income (FVOCI).

Financial assets include both debt and equity instruments.

Debt instruments

Classification  and subsequent measurement of debt instruments depend on:

i) the company's business model for managing the asset; and
ii) the cash flow characteristics of the asset.

Business model assessment involves determining how financial assets are managed in order to
generate cash flows.  The company's business model assessment is based on the following
categories:

! Held to collect: The objective of the business model is to hold assets and collect contractual
cash flows.  Any sales of the asset are incidental to the objective of the model.

! Held to collect and for sale:  Both collecting contractual cash flows and sales are integral to
achieving the objectives of the business model.

! Other business model:  The business model is neither held-to-collect nor held-to-collect and for
sale.

(8)
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Island Investment Development Inc.
Notes to Consolidated Financial Statements
March 31, 2021

The company assesses the business model at a portfolio level reflective of how groups of assets are
managed together to achieve a particular business objective.  For the assessment of a business model,
the company takes into consideration the following factors:

! Whether the assets are held for trading purposes (ie. assets that the company acquires or incurs
principally for the purpose of selling or repurchasing in the near term, or holds as part of a
portfolio that is managed together for short-term profit or position taking);

! The risks that affect the performance of assets held within a business model and how those risks
are managed; and

! The revenue of prior periods and expectations about future revenue activity.

The contractual cash flow characteristics assessment involves assessing the contractual features of an
instrument to determine if they give rise to cash flows that are consistent with a basic lending
arrangement.  Contractual cash flows are consistent with a basic lending arrangement if they
represent cash flows that are solely payments of principal and interest on the principal amount
outstanding (SPPI).

Principal is defined as the fair value of the instrument at initial recognition.  Principal may change
over the life of the instrument due to repayments or amortization of premium/discount.

Interest is defined as the consideration for the time value of money and the credit risk associated with
the principal amount outstanding and for other basic lending risks and costs (liquidity risk and
administrative costs), and a profit margin.

If the company identifies any contractual features that could significantly modify the cash flows of
the instrument such that they are no longer consistent with a basic lending arrangement, the related
financial asset is classified and measured at FVTPL.

Based on these factors, the company classifies its debt instruments into one of the following three
measurement categories:

Amortized cost

Assets that are held for collection of contractual cash flows where those cash flows represent solely
payments of principal and interest ("SPPI"), and that are not designated at FVTPL, are measured at
amortized cost.  The carrying amount of these assets is adjusted by any expected credit loss
allowance recognized and measured in note 10.  Interest income form these financial assets is
included in 'Interest on notes and loans receivable' using the effective interest rate method.

(9)

46 PUBLIC ACCOUNTS VOLUME III - PART B   2020-2021



Island Investment Development Inc.
Notes to Consolidated Financial Statements
March 31, 2021

Fair value through profit or loss

Assets that do not meet the criteria for amortized cost or FVOCI are measured at fair value through
profit or loss.  A gain or loss on a debt investment that is subsequently measured at fair value
through profit or loss and is not part of a hedging relationship is recognized in profit or loss and
presented in the profit or loss statement within "Investment income" in the period in which it arises,
unless it arises from debt instruments that were designated at fair value or which are not held for
trading, in which case they are presented separately in "Investment income".  Interest income from
these financial assets is included in "Investment income" using the effective interest method.

Fair value through other comprehensive income (FVOCI)

Financial assets that are held for collection of contractual cash flows and for selling the assets, where
the assets' cash flows represent solely payments of principal and interest, and that are not designated
at FVTPL, are measured at fair value through other comprehensive income (FVOCI).  Movements in
the carrying amount are taken through other comprehensive income (OCI), expect for the recognition
of impairment gains or losses, interest revenue and foreign exchange gains and losses on the
instrument's amortized cost which are recognized in profit or loss.  When the financial asset is
derecognized, the cumulative gain or loss previously recognized in OCI is reclassified form equity to
profit or loss and recognized in "Investment income".  Interest income from these financial assets is
included in "Investment income" using the effective interest rate method.

Equity instruments

The company subsequently measures all equity investments at FVTPL, except where the company's
management has elected, at initial recognition, to irrevocably designate an equity investment at
FVOCI.  When this election is used, fair value gains and losses are recognized in other
comprehensive income and are not subsequently reclassified to profit or loss, including on disposal.
Impairment losses  and reversals of impairment losses are not reported separately from other changes
in fair value.  Dividends, when representing a return on such investments, continue to be recognized
in profit or loss as other income when the company's right to receive payments is established.

Gains and losses on equity investments at FVTPL are included in "Investment income" in the
statement of comprehensive income.

ii) Classification and measurement of financial liabilities

Financial liabilities are classified into one of the following measurement categories:

! Amortized cost; 
! Fair value through profit or loss (FVTPL);
! Designated at FVTPL.

(10)
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Island Investment Development Inc.
Notes to Consolidated Financial Statements
March 31, 2021

Financial liabilities measured at amortized cost

Long-term debt and restricted funds are accounted for at amortized cost.  Interest on notes payable,
calculated using the effective interest rate method, is recognized as interest expense. 

Financial liabilities measured at FVTPL

Financial liabilities measured at FVTPL are held principally for the purpose of repurchasing in the
near term, or form a part of a portfolio of identified financial instruments that are managed together
and for which there is evidence of a recent actual pattern of short-term profit-making.  Financial
liabilities are recognized on a trade date and are accounted for at fair value, with changes in fair
value and any gains or losses recognized in the Statement of Comprehensive Income as part of the
non-interest income.  Transaction costs are expensed as incurred.

Financial liabilities designated at FVTPL

Financial liabilities classified in this category are those that have been designated by the company
upon initial recognition, and once designated, the designation is irrevocable.  The FVTPL
designation is only available for those financial liabilities for which a reliable estimate of fair value
can be obtained.

Financial liabilities are designated at FVTPL when one of the following criteria is met:

! The designation eliminates or significantly reduces an accounting mismatch which would
otherwise arise; or

! A group of financial liabilities are managed and their performance is evaluated  on a fair value
basis, in accordance with a documented risk management strategy; or

! The financial liability contains one or more embedded derivatives which significantly modify
the cash flows otherwise required.

Financial liabilities designated at FVTPL are recorded in the Statement of Financial Position at fair
value and any changes in fair value are recognized in the Statement of Comprehensive Income.

(11)
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Island Investment Development Inc.
Notes to Consolidated Financial Statements
March 31, 2021

iii) Determination of fair value

Fair value of a financial asset or liability is the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants in the principal, or in its
absence, the most advantageous market to which the company has access at the measurement date.

The company measures instruments carried at fair value under the following fair value hierarchy.
The different levels have been defined as follows:

! Level 1 - quoted prices (unadjusted) in active markets for identical assets or liabilities; 
! Level 2 - inputs other than quoted prices included within Level 1 that are observable for the

asset or liability, either directly (ie. as prices) or indirectly (ie. derived from prices); and
! Level 3 - inputs for the asset or liability that are not based on observable market data

(unobservable inputs).

Determination of fair value and the resulting hierarchy requires the use of observable market data
whenever available.  The classification in the hierarchy is based upon the lowest level of input that is
significant to the measurement of fair value.

iv) Derecognition of financial assets and liabilities

The derecognition criteria are applied to the transfer of part of an asset rather than the asset as a
whole, only if such part comprises specifically identified cash flows from the asset, a fully
proportionate share of the cash flows from the asset, or a fully proportionate share of specifically
identified cash flows from the asset.

A financial asset is derecognized when the contractual rights to the cash flows from the asset has
expired or the company transfers the contractual rights to receive the cash flows from the financial
asset; or has assumed an obligation to pay those cash flows to an independent third-party, or the
company has transferred substantially all the risks and rewards of ownership of that asset to an
independent third-party.  Management determines whether substantially all the risk and rewards of
ownership have been transferred by quantitatively comparing the variability in cash flows before and
after the transfer.  If the variability in cash flows remains significantly similar subsequent to the
transfer, the company has retained substantially all of the risks and rewards of ownership.

Where substantially all the risks and rewards of ownership of the financial asset are neither retained
nor transferred, the company derecognizes the transferred asset only if it has lost control over the
asset.  Control over the asset is represented by the practical ability to sell the transferred asset.  If the
company retains control over the asset, it will continue to recognize the asset to the extent of its
continuing involvement.  

On derecognition of a financial asset, the difference between the carrying amount and the sum of (i)
the consideration received and (ii) any cumulative gain or loss that had been recognized in other
comprehensive income is recognized in the Statement of Comprehensive Income.
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A financial liability is derecognized when the obligation under the liability is discharged, cancelled
or expires.  If an existing financial liability is replaced by another from the same counterparty on
substantially different terms or the terms of the existing liability are substantially modified, such an
exchange or modification is treated as a derecognition of the original liability and the recognition of
a new liability at fair value.  The difference in the respective carrying amount of the existing liability
and the new liability is recognized as a gain/loss in the Statement of Comprehensive Income.

v) Impairment

The company applied a three-stage approach to measure allowance for credit losses, using an
expected credit loss approach as required under IFRS 9 for the financial assets measured at
amortized cost.

The expected credit loss impairment model reflects the present value of all cash shortfalls related to
default events either (i) over the following 12 months or (ii) over the expected life of a financial
instrument.

The impairment model measures credit loss allowances using a three-stage approach based on the
extent of credit deterioration since origination:

! Stage 1 – where there has not been a significant increase in credit risk since initial recognition
of a financial instrument, an amount equal to 12 months expected credit loss is recorded.  The
expected credit loss is computed using a probability of default occurring over the next 12
months.  For those instruments with a remaining maturity of less than 12 months, a probability
of default corresponding to remaining term to maturity is used.

! Stage 2 – when a financial instrument experiences a credit risk subsequent to origination but is
not considered to be in default, it is included in Stage 2.  This requires the computation of
expected credit loss based on the probability of default over the remaining estimated life of the
financial instrument.

! Stage 3 – financial instruments that are considered to be in default are included in this stage.
Similar to Stage 2, the allowance for credit losses captures the lifetime expected credit losses.

The probability of default (PD), exposure at default (EAD) and loss given default (LGD) inputs used
to estimate expected credit losses are modelled based on macroeconomic variables that are most
closely related with credit losses in the relevant portfolio.

Details of these statistical inputs are as follows:

! PD – the probability of default is an estimate of the likelihood of default over a given time
horizon. A default may only happen at a certain time over the remaining estimated life.

! EAD – the exposure at default is an estimate of the exposure at a future default date, taking into
account expected changes in the exposure after the reporting date, including repayments of
principal and interest, whether scheduled by contract or otherwise, expected drawdowns on
committed facilities and accrued interest from missed payments.
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! LGD – the loss given default is an estimate of the loss arising in the case where a default occurs
at a given time.  It is based on the difference between the contractual cash flows due and those
that the lender would expect to receive, including from the realization of any collateral.  It is
usually expressed as a percentage of the EAD.

At each reporting date, the company assesses whether there has been a significant increase in credit
risk for exposures since initial recognition by comparing the risk of default occurring over the
remaining expected life from the reporting date and the date of initial recognition.  The assessment
considers borrower-specific quantitative and qualitative information without consideration of
collateral and the impact of forward-looking macroeconomic factors.  Common assessments for
credit risk include management judgment, delinquency and monitoring.

When measuring expected credit loss, the company considers the maximum contractual period over
which the company is exposed to credit risk.  All contractual terms are considered when determining
the expected life, including prepayment and extension and rollover options.  

The company considers a financial instrument to be in default as a result of one or more loss events
that occurred after the date of initial recognition of the instrument and the loss event has a negative
impact on the estimated future cash flows of the instrument that can be reliably estimated.  This
includes events that indicate:

! Significant financial difficulty of the borrower;
! Default or delinquency in interest or principal payments;
! High probability of the borrower entering a phase of bankruptcy or a financial recognition;
! Measurable decrease in the estimated future cash flows from the loan or the underlying assets

that back the loan.

The company considers that default has occurred and classifies the financial asset as impaired when
it is more than 90 days past due.

The company writes off an impaired financial asset, either partially or fully, when there is no realistic
prospect of recovery.  Where financial assets are secured, write-off is generally after receipt of any
proceeds from the realization of security.  In circumstances where the net realizable value of any
collateral has been determine and there is no reasonable expectation of further recover, write-off may be
earlier.

(b) Cash

Cash consists of cash held in banks and cash on hand.  Bank indebtedness is considered to be a
financing instrument.

(14)
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(c) Inventory

Inventories are valued at the lower of cost and net realizable value.  Costs are assigned using the
specific item formula for food inventory. Costs include all expenses directly attributable to the
purchase and delivery of the product to the Company's location. Fuel oil inventory is valued at the
lower of cost and net realizable value and is recorded at invoice cost on a first-in, first-out basis.  Net
realizable value is the estimated selling price in the ordinary course of business less any applicable
selling expenses.

(d) Deferred financing costs

The costs incurred in obtaining financing have been capitalized and are being amortized using the
straight-line basis over the term of the notes payable, which is 60 months.

(e) Borrowing costs

Borrowing costs directly attributable to the acquisition or construction of a qualifying assets are
added to the cost of the assets until they are substantially ready for their intended use.  Other
borrowing costs are expensed in the period in which they are incurred.

(f) Property and equipment

Property and equipment are recorded at the fair value on the transition date of April 1, 2015 to IFRS
for Slemon Park Corporation, a subsidiary, as deemed cost, with additions since that time measured
at historic cost.  Subsequent to initial recognition, property and equipment is recorded at cost less
accumulated amortization and accumulated impairment losses.  The company allocates the amount
recognized in respect of each item in property and equipment to its significant components and
amortizes each component separately.

Amortization is recognized so as to write-off the cost less residual values over the useful lives of the
assets.  The estimated useful lives, residual values and amortization method are reviewed at each
year-end with the effect of any changes in estimates accounted for on a prospective basis.
Amortization rates are as follows:

Sewer and water infrastructure 2% - 4% declining balance
Runways and taxiways 8% declining balance
Roads and parking areas 8% declining balance
Buildings 4% - 20% declining balance
Heavy equipment 20% declining balance
Furniture and equipment 20% declining balance
Motor vehicles 30% declining balance
Computer equipment and software 30% declining balance

As asset's carrying value is written down immediately to its recoverable amount if the asset's
carrying amount is higher than its estimated recoverable amount.  The recoverable amount is the
higher of the asset's fair value less costs to sell and the value in use.  No property and equipment
were identified as impaired as at March 31, 2021.

(15)
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(g) Investment properties

Investment properties include land and buildings, roads and paving held to earn rental income.
Investment properties are recorded at the fair value on the transition date of April 1, 2015 to IFRS of
Slemon Park Corporation, a subsidiary, as deemed cost, with additions since that time measured at
historic cost.  Subsequent to its initial recognition, investment properties are recorded at cost less
accumulated amortization and accumulated impairment losses.  The company allocates the amount
recognized in respect of each item in investment properties to its significant components and
amortizes each component separately.

Amortization is recognized so as to write-off the cost less residual values over the useful lives of the
assets.  The estimated useful lives, residual values and amortization method are reviewed at each
year-end with the effect of any changes in estimates accounted for on a prospective basis.
Amortization rates are as follows:

Building 4% declining balance
Building - roof/shingles 6% declining balance
Building - equipment 8% declining balance
Building - painting 10% declining balance
Building - tenant improvements -

based on lease term 1 - 5 years 20% declining balance
Building - tenant improvements -

based on lease term 6 - 15
years 10% declining balance

Investment properties are derecognized when it has been disposed of or permanently withdrawn from
use and no future economic benefit is expected from its disposal.  Any gains or losses on retirement
or disposal of investment properties are recognized in the income statement in the year of retirement
or disposal.

(h) Capitalization policy - property and equipment and investment properties

Acquisition, construction or development over time:

The cost of constructing a capital asset includes direct construction or development costs (such as
materials and labour) and overhead costs directly attributable to the construction or development
activity.

The cost of capital assets includes the purchase price and other acquisition costs such as installation
costs including architectural, design and engineering fees, legal fees, survey costs, site preparation
costs, freight charges, transportation insurance costs, duties, testing and preparation charges.
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Betterment:

The cost incurred to enhance the service potential of a capital asset is a betterment.  Service potential
may be enhanced when there is an increase in the previously assessed physical output or service
capacity, associated operating costs are lowered, the life or useful life is extended, or the quality of
output is improved.  The cost incurred in the maintenance of the service potential of a capital asset is
a repair, not a betterment.  If a cost has the attributes of both a repair and a betterment, the portion
considered to be a betterment is included in the cost of the capital asset.

Government assistance:

Government assistance towards acquisition of capital assets is deducted from the related capital
assets with any amortization calculated on the net amount.

Buildings and renovations:

All expenditures that provide future benefit beyond the annual operating period and which are an
integral component of the building are classified as an addition to the building.

(i) Impairment of long-lived assets

For impairment assessment purposes, assets are grouped at the lowest levels for which there are
largely independent cash inflows (cash generating units).  As a result, some assets are tested
individually for impairment and some are tested at cash generating unit level.  The company tests
long-lived assets for impairment on an annual basis or whenever events or changes in circumstances
indicate that its carrying amount of the asset is not recoverable.  An impairment loss is recognized
when the carrying amount of the asset is not recoverable and exceeds its fair value.  The impairment
loss is measured as the amount by which the carrying amount of the long-lived asset exceeds its
recoverable amount.  The carrying amount of a long-lived asset is not recoverable if the carrying
amount exceeds the higher of fair value less costs to disposal and value-in-use.  To determine the
value-in-use, management estimates expected future cash flows from each cash-generating unit and
determines a suitable discount rate in order to calculate the present value of those cash flows.

(j) Revenue recognition

Interest on notes and loans receivable is recognized as revenue in the period earned.

Investment income is recorded in the period earned.

Provincial Nominee Program fees are recorded as revenue when earned.

Provincial Nominee Program defaults are recorded as revenue in the year in which the deposit period
ends and the applicant does not meet the conditions for repayment.
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Property operations revenue is recognized when all the following criteria have been met:  transfer to
the buyer of significant risks and rewards of ownership; the company does not retain any continuing
managerial involvement; the revenue amount can be reliably measured; it is probably that the
economic benefits will flow to the company; and costs incurred can be reliably measured.

Accommodation, food and beverage, sports centre, retail and airport operation revenues, included in
property operations, are measured at the fair value of the consideration received or receivable less
any trade discounts or volume rebates.  Revenues are recognized when the goods or services have
been provided to the customer, it is probable that the associated economic benefit will flow to the
company and the amount of revenue can be reliably measured.

Revenue from commercial and residential rental operations, included in property operations, is
recognized straight-line over the terms of the leases when collection is reasonably assured.  The
difference between the rental revenue recognized and the amounts contractually due under the lease
agreements is recorded in trade receivables.  The company retains substantially all of the benefits
and risks of ownership of its income properties and, therefore, accounts for its leases with tenants as
operating leases.  Realty tax and operating cost recoveries, and other incidental income are
recognized on an accrual basis.

Miscellaneous revenue is recognized in the period in which the transaction or events that give rise to
the revenue occur and collection is reasonably assured.

(k) Government assistance and other grants

The Governments of Canada and Prince Edward Island have made grants to fund renovations to
existing facilities of Slemon Park Corporation.  Grants are not recognized until there is reasonable
assurance that the entity will comply with the conditions attaching to the grant, and that the grant
will be received.  These funds, along with other grants received, are credited to the operating
expenses or capital assets to which they relate.  During the year, $253,963 (2020 - $156,057) in
grants were received or receivable related to capital projects and credited to investment properties
property and equipment.

(l) Provisions

Provisions are recorded when a present legal or constructive obligation exists as a result of past
events where it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation and a reliable estimate of the amount of the obligation can be made.
The amount recognized as a provision is the best estimate of the consideration required to settle the
present obligation at the statement of financial position date, taking into account the risks and
uncertainties surrounding the obligation.  Where a provision is measured using the cash flows
estimated to settle the present obligation, its carrying amount is the present value of those cash flows.

A provision for onerous contracts is recognized when the expected benefits to be derived by the
company from a contract are lower than the unavoidable costs of meeting its obligations under the
contract.  No provisions meeting the criteria for recognition exist for the periods presented.
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4 Agent agreement

Prince Edward Island Century 2000 Fund Inc.

The Federal Minister of Citizenship and Immigration acts as an Agent for the company and Crown
corporations of other participating provinces by receiving investments from immigrant investors and
disbursing them to the provincial Crown corporations in accordance with the allocation formula set out in the
federal Immigration Regulations, 1978. All monies received by the Agent pursuant to the issuance of debt
obligations are held by the Agent in a separate account from the moment such monies are received, on behalf
of the company and the provincial designates. Investments are subject to a commission agreement whereby a
5% commission is paid to the party that facilitates an investment. These commissions are paid out of the
special account by the Agent on the first day of the second month following the issuance of a visa to the
investor to the party that made the facilitated investment, and are recorded as deferred financing charges by the
company.

The Agent disburses the provincial allocation, less applicable commissions, to the company at the beginning of
the five-year allocation period. The Agent issues a promissory note to the investor on behalf of the company.
The company is obligated to repay the note, bearing interest at 0%, within 30 days after the expiry of the
allocation period.

The company is required to repay the investor, through the Agent, the investor's promissory note within 90
days of receipt by the Agent of a request by the investor to withdraw his/her application for permanent
residence, or upon the refusal of the application by the Minister. 

In the 2014 Federal Government Budget, it was disclosed that Citizenship Immigration Canada (CIC) would
be terminating the Federal Immigrant Investor Programs during the 2014 calendar year. Subsequently, CIC has
communicated to all provinces that there will be no accelerated repayment schedule for funds received through
the Immigrant Investor Program.

5 Critical accounting estimates and judgments

The company makes estimates and assumptions concerning the future that will, by definition, seldom equal
actual results. These estimates and judgments have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities in the period the assumptions change. The principal areas involving a
higher degree of judgment or complexity and/or area which require significant estimates is described below:

(a) Allowance for credit losses

The expected credit loss model requires the recognition of credit losses based on up to 12 months of
expected losses for performing loans and the recognition of lifetime losses on performing loans that have
experienced a significant credit risk since origination.

The determination of a significant increase in credit risk takes into account many different factors since
origination, and certain other criteria, such as delinquencies.  The assessment of a significant increase in
credit risk requires experienced credit judgment.

(19)
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In determining whether there has been a significant increase in credit risk and in calculating the amount of
expected credit losses, we must rely on estimates and exercise judgment regarding matters for which the
ultimate outcome is unknown. These judgments include changes in circumstances that may cause future
assessments of credit risk to be materially different from current assessments, which could require an
increase or decrease in the allowance for credit losses.

(b) Fair value of financial instruments

Fair value measurement techniques are used to value various financial assets and financial liabilities and
are used in impairment testing on certain non-financial assets.

The fair values of the company's financial instruments were estimated using the valuation methods and
assumptions described below.  Since many of the company’s financial instruments lack an available
trading market, the fair values represent estimates of the current market value of instruments, taking into
account changes in interest rates that have occurred since their origination.  Due to the use of subjective
assumptions and uncertainties, the fair value amounts should not be interpreted as being realizable in an
immediate settlement of the instruments.

Fair values of floating loans and deposits approximate book value as the interest rates on these
instruments automatically re-price to market and the spread remains appropriate.  Fixed rate loans are
valued by discounting the contractual future cash flows at current market rates for loans with similar
credit risks.  Fixed rate deposits are valued by discounting the contractual future cash flows using market
rates currently being offered for deposits with similar terms.  A credit valuation adjustment is applied to
the calculated fair value of uninsured deposits to account for the company’s own risk.

The fair value for the company’s investments as detailed in note 11 is determined as follows:

! Atlantic Canada Regional Venture Fund LP and Island Capital Partners Seed Investment Fund LP do
not trade in a public market.  Fair value is determined by using Level 3 indicators.

(c) Estimated useful lives of investment properties and property and equipment

Management estimates the useful lives of investment properties and property and equipment based on the
period during which assets are expected to be available for use.  The amounts and timing of recorded
amortization expense of investment properties and property and equipment for any period are affected by
these estimated useful lives.  The estimates are reviewed at least annually and are updated if expectations
change as a result of physical wear and tear, legal and other limits to use.  It is possible that changes in
these factors may cause changes in the estimated useful lives of the company's investment properties and
property and equipment in the future.
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(d) Investment properties fair value

The fair market value of investment properties is disclosed on an annual basis as of the statement of
financial position date.  This fair value information is also used to identify potential impairment losses as
of the statement of financial position date.  The valuations are prepared using recognized valuation
techniques and the principles of IFRS 13, Fair Value Measurement.  The determination of the fair value
requires the use of estimates and judgments on future cash flows from assets, discount rates applicable to
those assets due to their nature and location, the unit of account, and assumptions with respect to highest
and best use.  These estimates are based on local market conditions existing at the statement of financial
position date, including the impact of recent market transactions.  The valuation techniques and
significant unobservable inputs used in determining the fair value of investment properties are set out in
note 8.

(e) Investment properties and property and equipment

The company's accounting policies related to investment properties and property and equipment are
described in note 3.  In applying these policies, judgment is applied to determine the significant
components of each asset, including the useful lives over which componentized assets are to be
amortized.  Judgment is also required in determining what assets are classified as property, plant and
equipment and what assets are classified as investment property.

(f) COVID-19

Since January 31, 2020, the outbreak of COVID-19 (coronavirus), has resulted in governments worldwide
enacting emergency measures to combat the spread of the virus. These measures have caused material
disruption to businesses globally resulting in an economic slowdown, and global equity markets have
experienced significant volatility. The duration and impact of the COVID-19 outbreak is unknown at this
time, as is the outcome of government and central bank interventions.

The company has determined that these events have not had a material impact on the carrying value of
assets and liabilities reported in these financial statements as at March 31, 2021.  The duration and impact
of the COVID-19 pandemic remains unclear at this time.  Therefore, it is not possible to reliably estimate
the duration and severity of these consequences, as well as their impact on the financial position and
results of the company for future periods.
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6 Financial instruments

Fair values versus carrying amounts

The fair values of financial assets and liabilities, together with the carrying amounts shown in the statement of
financial position, are as follows:

March 31, 2021 March 31, 2020

Fair Carrying Fair Carrying Fair
level amount value amount value

hierarchy $ $ $ $

Financial assets
Cash Level 1 19,518,800 19,518,800 18,704,173 18,704,173
Marketable securities Level 1 13,331,443 13,331,443 5,562,756 5,562,756
Accounts receivable Level 2 7,310,285 7,310,285 6,985,131 6,985,131
Demand loan

receivable Level 2 6,998,482 6,998,482 7,007,465 7,007,465
Notes receivable Level 2 145,522,391 145,522,391 144,580,842 144,580,842
Advance to related

company Level 2 7,152,986 7,152,986 2,119,298 2,119,298
Investments in private

companies Level 3 4,155,397 4,155,397 4,148,387 4,148,387
Restricted funds Level 1 72,729,781 72,729,781 121,489,012 121,489,012

276,719,565 276,719,565 310,597,064 310,597,064

Financial liabilities carried
Accounts payable and

accrued liabilities Level 2 3,214,712 3,214,712 2,895,037 2,895,037
Long-term debt Level 2 5,825,439 5,825,439 7,920,859 7,920,859
Restricted funds Level 2 72,729,781 72,729,781 121,489,012 121,489,012

81,769,932 81,769,932 132,304,908 132,304,908

7 Accounts receivable
2021 2020

$ $

Trade 1,691,050 1,870,112
Related party (note 17) 6,646,408 6,405,260
Other 495,478 243,444
Less:  Allowance for doubtful accounts (1,522,651) (1,533,685)

7,310,285 6,985,131
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8 Investment properties

The fair market value of investment properties as of March 31, 2021 is $37,240,000 (2020 - $18,603,638). The
Investment properties have been valued by manageusing a capitalized net operating income method and a
market approach. Under this method, capitalization rates are applied to net operating income (revenues less
property operating expenses). The key assumption is the capitalization rate of 10% to 13 % for commercial
assets and 7% for residential assets (2020 - 10% to 14%). The rate was further calibrated by applying a 20%
discount to reflect a recent orderly transaction occurring at arm's length under current market conditions. This
discount is to reflect the nature of these specialized assets and their location.  Management engaged a third
party appraiser to value the entire portfolio of assets during the 2021 fiscal year, based on 2020 operating
results, and have updated the valuation numbers for the year ended March 31, 2021 based on those appraisal
numbers.

This valuation process is classified as  Level 3 of the fair value hierarchy and represents the estimated price
that would be received to sell the asset in an orderly transaction between market participants at the
measurement dates. The fair value is based on each asset group's current use as a revenue generating
investment property. The current use is considered to be the highest and best use. The company utilized
capitalization and discount rates based on recent market transactions and past appraisals. To the extent that
rates change from one reporting period to the next,or should another rate be more appropriate than the rate
previously used, the fair value of the investment properties would increase or decrease accordingly.

Buildings, roads
Land and paving Total

$ $ $
Cost
Balance - March 31, 2020 1,578,852 13,444,267 15,023,119
Additions 5,499 1,953,992 1,959,491
Grants received - (253,963) (253,963)

Balance - March 31, 2021 1,584,351 15,144,296 16,728,647

Accumulated amortization
Balance - March 31, 2020 (10,981) (2,095,790) (2,106,771)
Amortization expense (12,510) (658,000) (670,510)

Balance - March 31, 2021 (23,491) (2,753,790) (2,777,281)

Net carrying value
March 31, 2020 1,567,871 11,348,477 12,916,348

March 31, 2021 1,560,860 12,390,506 13,951,366

(23)

60 PUBLIC ACCOUNTS VOLUME III - PART B   2020-2021



Island Investment Development Inc.
Notes to Consolidated Financial Statements
March 31, 2021

The future minimum lease payments to be received under non-cancelable operating leases in aggregate for
each of the following periods:

$

Under 1 year 2,457,654
2 to 5 years 5,888,025
Over 5 years 6,062,278

Total 14,407,957

9 Demand loan receivable

2021 2020
$ $

Demand note receivable from Finance PEI 6,998,482 6,998,482
Accrued interest receivable - 8,983

6,998,482 7,007,465

The company entered into an agreement for Finance PEI, a provincial Crown corporation, to receive a
$15,000,000 revolving line of credit.

Interest is charged monthly at a rate equal to the Department of Provincial Treasury of Prince Edward Island's
short-term lending rate and the total amount is repayable on demand.

The demand loan is secured by a promissory note for $15,000,000 and a revolving credit agreement.
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10 Notes receivable

(a) Loans at amortized cost

2021 2020

Gross Allowance for Net carrying Gross Allowance for Net carrying
loans credit losses amount loans credit losses amount

$ $ $ $ $ $

Manufacturing and
processing -
general 51,308,551 13,624,187 37,684,364 53,987,632 13,140,488 40,847,144

Manufacturing and
processing - steel 6,855,219 - 6,855,219 7,416,529 - 7,416,529

Information and
communication
technology - - - 211,585 205,914 5,671

Aerospace 2,556,577 2,545,393 11,184 2,435,505 2,434,896 609
Tourism 28,408,281 2,197,325 26,210,956 26,653,323 2,113,329 24,539,994
General business 72,400,441 16,817,752 55,582,689 74,646,602 14,510,041 60,136,561
Agriculture 1,822,122 - 1,822,122 1,757,889 - 1,757,889
Fisheries/aquaculture 2,223,465 921,960 1,301,505 2,143,635 2,141,581 2,054
Residential 4,565,856 - 4,565,856 374,615 - 374,615
Bioscience 11,715,386 226,890 11,488,496 10,657,269 1,157,493 9,499,776

181,855,898 36,333,507 145,522,391 180,284,584 35,703,742 144,580,842
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(b) Impaired loans

2021 2020

Gross Gross
impaired Allowance for Net carrying impaired Allowance for Net carrying

loans credit losses amount loans credit losses amount
$ $ $ $ $ $

Manufacturing
and processing
- general 27,704,320 13,236,815 14,467,505 13,265,019 12,711,251 553,768

Manufacturing and
processing - steel 672,760 - 672,760 696,730 - 696,730

Information and
communication
technology - - - 211,585 205,914 5,671

Aerospace 2,556,577 2,545,392 11,185 2,435,505 2,434,896 609
Tourism 28,408,281 2,197,325 26,210,956 15,506,915 1,988,316 13,518,599
General business 35,388,513 16,745,170 18,643,343 35,672,986 14,082,587 21,590,399
Agriculture 1,822,122 - 1,822,122 1,757,889 - 1,757,889
Fisheries/aquaculture 2,223,465 921,960 1,301,505 2,143,635 2,141,581 2,054
Bioscience 1,466,872 - 1,466,872 1,414,947 945,645 469,302

100,242,910 35,646,662 64,596,248 73,105,211 34,510,190 38,595,021

(c) Allowance for credit losses

2021

Balance Provision
as at for

April 1, credit Net
2020 losses write-offs Net

$ $ $ $

Manufacturing and processing
- general 13,140,489 483,695 - 13,624,184

Information and communication
technology 205,914 (205,914) - -

Aerospace 2,434,897 110,496 - 2,545,393
Tourism 2,113,328 84,000 - 2,197,328
General business 14,510,041 2,307,711 - 16,817,752
Fisheries/aquaculture 2,141,580 (1,219,620) - 921,960
Bioscience 1,157,493 (930,603) - 226,890

35,703,742 629,765 - 36,333,507
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2020

Balance Provision
as at for

April 1, credit Net
2019 losses write-offs Net

$ $ $ $

Manufacturing and processing
- general 10,048,679 3,091,810 - 13,140,489

Information and communication
technology 157,554 48,360 - 205,914

Aerospace 2,493,664 (58,767) - 2,434,897
Tourism 3,657,497 (1,544,169) - 2,113,328
General business 14,158,175 351,866 - 14,510,041
Fisheries/aquaculture 978,357 1,163,223 - 2,141,580
Bioscience 1,762,190 (604,697) - 1,157,493

33,256,116 2,447,626 - 35,703,742

Stage 1 Stage 2 Stage 3 Total
As at March 31, 2021 $ $ $ $

Manufacturing and processing
- general 387,372 1,377,888 11,858,927 13,624,187

Aerospace - 2,545,393 - 2,545,393
Tourism - 681,277 1,516,048 2,197,325
General business 72,582 16,507,976 237,194 16,817,752
Fisheries/aquaculture - - 921,960 921,960
Bioscience 226,890 - - 226,890

686,844 21,112,534 14,534,129 36,333,507
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Stage 1 Stage 2 Stage 3 Total
As at March 31, 2020 $ $ $ $

Manufacturing and processing
- general 429,237 1,650,007 11,061,244 13,140,488

Information and communication
technology - - 205,914 205,914

Aerospace - 2,434,896 - 2,434,896
Tourism 125,013 429,710 1,558,606 2,113,329
General business 427,454 13,823,586 259,001 14,510,041
Fisheries/aquaculture - 2,051,730 89,851 2,141,581
Bioscience 211,848 - 945,645 1,157,493

1,193,552 20,389,929 14,120,261 35,703,742

Loans past due but not impaired

2021 2020

31 - 90 days 91+ days Total 31 - 90 days 91+ days Total
$ $ $ $ $

Manufacturing and
processing -
general - 2,724,119 2,724,119 - 2,724,119 2,724,119

Related party notes:

Included in manufacturing and processing are unsecured notes receivable due from Finance PEI of $3,660,992
(2020 - $3,703,648).

Included in notes receivable is accrued interest of $738,275 (2020 - $739,177) from Finance PEI.

11 Investment in private companies
2021 2020

$ $

Investment in private companies:
Atlantic Canada Regional Venture Fund LP 2,273,044 2,148,387
Island Capital Partners Seed Investment Fund 1,882,353 2,000,000

4,155,397 4,148,387
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12 Deferred financing costs

2021 2020

Accumulated
Cost amortization Net Net

$ $ $ $

Commissions 752,857 692,013 60,844 77,100

13 Restricted funds

Restricted funds held in trust consist of the following amounts held under the Provincial Nominee Program:

2021 2020
$ $

Good Faith deposits 79,073 104,073
Language deposits 21,665 21,665
Escrow deposits - business impact category 71,929,043 120,663,274
Intermediary deposits 700,000 700,000

72,729,781 121,489,012

The company has internally restricted cash and marketable securities to meet or exceed the restricted funds
payable.

14 Accounts payable and accrued liabilities
2021 2020

$ $

Trade payables and accrued liabilities 1,882,768 1,674,833
Government remittances 67,821 75,866
Related entities 681,231 405,535
Other 582,892 738,803

3,214,712 2,895,037
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15 Long-term debt
2021 2020

$ $

Prince Edward Island Century 2000 Fund Inc.
Non-interest bearing notes payable, nominally dated with

commencement dates ranging from April 1, 2016 to
April 1, 2019, repayable in full in five years from the
commencement date pursuant to the federally
administered Immigrant Investor Program 654,463 2,032,751

Island Investment Development Inc.
2.95% term loan, due August 2023, to the Province of Prince

Edward Island, payable in  quarterly payments of
$155,574 including interest, unsecured 3,668,499 4,173,233

2.46% term loan, due November 2022, to the Province of
Prince Edward Island, payable in quarterly payments
of $47,962 including interest, unsecured 327,627 508,625

Slemon Park Corporation
Non-interest bearing loan, payments of $6,250, commenced on

September 1, 2019 for 120 consecutive months 687,500 706,250
Non-interest bearing loan, payments of $4,100, commencing on July

1, 2020, followed by payments of $4,275 for all remaining periods
487,350 500,000

5,825,439 7,920,859

Prince Edward Island Century 2000 Fund Inc.
All notes payable are pursuant to the Immigrant Investor Regulations.  

The Province of Prince Edward has provided a guarantee of the notes payable to the Minister of Citizenship
and Immigration (Agent) in the event of the failure of Prince Edward Island Century 2000 Fund Inc. to repay
the notes payable to the Agent within 30 days following the end of the allocation period.
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Slemon Park Corporation

As additional security for certain long-term debt and an authorized operating line of credit of $900,000,
Slemon Park Corporation has provided a location specific general security agreement over all present and
future personal property of certain buildings, a floating charge over inventory and appliances of the residential
units, an assignment of residential rents, an assignment of specific commercial rents, a first fixed charge
mortgage with cash value insurance coverage over the residential units, a collateral mortgage over certain
properties and a general assignment of book debts.

The principal payments due on the long-term debt over the next five years are as follows:

$

Year ending March 31, 2022 1,191,373
2023 1,055,600
2024 2,782,516
2025 126,300
2026 126,300

16 Revenue from contracts with customers

The company has recognized the following amounts related to revenue in accordance with IFRS 15 on the
statement of comprehensive income:

2021 2020
$ $

Accommodations 1,271,834 1,503,789
Food and beverage 940,302 1,906,831
Airport 481,638 513,008
Retail 245,897 300,488

2,939,671 4,224,116

The company has recognized the following amounts related to revenue in accordance with IFRS 17 on the
statement of income and comprehensive income:

2021 2020
$ $

Commercial rent 4,155,117 4,043,533
Residential rent 2,997,725 3,038,340

7,152,842 7,081,873

10,092,513 11,305,989
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The revenue from contracts with customers is included in property operations on the Consolidated Statement
of Comprehensive Income.

The above revenues recognized in accordance with IFRS 15 were derived from hotel, restaurant, airport and
retail sites which are located at Slemon Park, Prince Edward Island.  The company has not recognized any
additional contract assets or liabilities associated with this revenue.

17 Related party transactions

Related parties

Finance PEI, Innovation PEI and Tourism PEI are Crown corporations of the Province of Prince Edward
Island.

Related party balances

Included in accounts receivable is $6,044,150 (2020 - $5,818,648) from Finance PEI.

Included in accounts payable and accrued liabilities is $85,445 (2020 - $86,349) to Innovation P.E.I. and
$465,598 (2020 - nil) to the Province of Prince Edward Island.

Advances to related company:

2021 2020
$ $

Finance PEI 7,152,986 2,119,298

Advances to related company are non-interest bearing with no specific terms of repayment. 

Transactions

Included in interest on notes and loan receivable is $46,065 (2020 - $164,904) from Finance PEI.

Included in property operations is revenue of $4,034,394 (2020 - $3,817,436) and purchases of $584,311
(2020 - $590,370) from enterprises controlled by the Province of Prince Edward Island.
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Included in expenses are management fees of $537,500 (2020 - $535,326) and rent of $50,000 (2020 -
$50,000) to Finance PEI and interest on notes payable of $138,313 (2020 - $134,079) to the Province of Prince
Edward Island.

Included in capital grants received is $173,837 (2020 - $156,065) from the Province of Prince Edward Island
or enterprises controlled by the Province of Prince Edward Island.

As of March 31, 2021, Island Investment Development Inc. administered the Mandatory Isolation Support for
Temporary Foreign Workers Program on behalf of the federal government for employers in Prince Edward
Island.  The company administered $1,131,281 in funds for this program with $465,598 to be paid to the
Department of Finance to cover lodging costs and $665,682 paid to employers to cover wage costs.  As the
company was acting as an agent for the federal government, these expenditures are not included as expenses of
the corporation.

These transactions are in the normal course of operations and are measured at the amount of consideration
established and agreed to by the two parties and approximate fair market value.

Compensation of directors and key management personnel

The remuneration of directors and key management personnel during 2021 and 2020 were as follows:

2021 2020
$ $

Salaries 778,540 636,588

Key management personnel consist of the executive director, directors and manager needed to administer the
programs in Island Investment Development Inc. Certain members of key management are employed under
Innovation PEI and the portion of their salary which pertains to the work performed for Island Investment
Development Inc. is reflected in the $537,500 (2020 - $535,326) management fee paid to Finance PEI.

18 Commitments

Prince Edward Island Century 2000 Fund Inc. loans approved but not disbursed at March 31, 2021 amount to
$5,739,711 (2020 - $14,301,198). 

Island Investment Development Inc. has committed to, but not disbursed $2,726,954 (2020 - $2,851,611) in
advances to private companies.
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19 Financial risk management objectives and policies

Island Investment Development Inc.’s principal business activities result in a statement of financial position
that consists primarily of financial instruments. The principal financial risks that arise from transacting
financial instruments include credit, liquidity, market and operational risk. Authority for all risk-taking
activities rests with the Board of Directors (Board), which approves risk management policies, delegates’
limits and regularly reviews management’s risk assessments and compliance with approved policies.  Qualified
professionals throughout Island Investment Development Inc. manage these risks through comprehensive and
integrated control processes and models, including regular review and assessment of risk measurement and
reporting processes.

(a) Credit risk

Credit risk is the risk of financial loss to the company if a customer or counterparty of a financial
instrument fails to meet its contractual obligations. Credit risk arises primarily from the company’s notes
receivable and marketable securities.

The company's maximum exposure to credit risk at the statement of financial position date in relation to
each class of recognized financial assets is the carrying amount of those assets 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 other entities/parties fail to perform their obligations under the
financial instruments in question.

The company's maximum exposure to credit risk at the reporting date was:

2021 2020
$ $

Cash 19,518,800 18,704,173
Marketable securities 13,331,443 5,562,756
Accounts receivable 7,310,285 6,985,131
Demand loan receivable 6,998,482 7,007,465
Notes receivable 145,522,391 144,580,842
Advances to related companies 7,152,986 2,119,298
Investment in private company 4,155,397 4,148,387
Restricted funds 72,729,781 121,489,012

276,719,565 310,597,064

(34)
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i) Notes receivable

For the notes receivable portfolio, the company uses risk modelling that is customer based rather
than product based. The company reviews the borrowers capacity to repay the loan rather than
relying exclusively on collateral, although it is an important component in establishing credit risk.
Typically, collateral consists of capital assets held by the borrower but can extend to working capital
such as inventory when warranted. Any shortfall in collateral as compared to the carrying value of
the loan is considered when analyzing the loan for the provision that needs to be applied to it.

Credit is approved by staff and the company’s Board of Directors with loans in excess of $1 million
requiring approval by Treasury Board. The company factors the financial strength of each borrower,
the security which is available, their position in industry and past payment history when assessing all
potential loans.

ii) Cash and marketable securities

Cash and marketable securities have a low credit risk exposure as the assets are high quality
investments with low risk counterparties.

(b) Liquidity risk

Liquidity risk is the risk that the company may not be able to meet its financial obligations as they come
due. Specifically, the company needs to ensure it has adequate resources to repay all accounts payable
and accrued liabilities, notes payable and to pay back any deposits under the Provincial Nominee Program
as they come due. The company's approach to manage liquidity risk is to closely monitor its cash flows
and forecast the expected receipts and obligations.

The table below analyzes the company's financial liabilities into relevant groupings based on the
remaining period at the statement of financial position date to the contractual maturity date.

2021

Under 1 Between Between Over
year 1 - 2 years 2 - 5 years 5 years Total

$ $ $ $ $

Accounts payable and
accrued liabilities 3,214,712 - - - 3,214,712

Long-term debt 1,191,373 1,055,600 3,035,116 543,350 5,825,439
Restricted funds 72,729,781 - - - 72,729,781

77,135,866 1,055,600 3,035,116 543,350 81,769,932

(35)
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2020

Under 1 Between Between Over
year 1 - 2 years 2 - 5 years 5 years Total

$ $ $ $ $

Accounts payable and
accrued liabilities 2,895,037 - - - 2,895,037

Long-term debt 2,229,266 1,191,373 3,912,470 587,750 7,920,859
Restricted funds 121,489,012 - - - 121,489,012

126,613,315 1,191,373 3,912,470 587,750 132,304,908

As at March 31, 2021, the company has $105,580,024 (2020 - $145,755,941) in cash and marketable
securities that is readily available to be used to meet the cash outflows of the company's financial
liabilities.

(c) Market risk

Market risk is the risk that changes in market prices, such as interest rates and equity prices will affect the
company’s income or the value of its holdings in financial instruments. The objective of market risk
management is to manage and control market risk exposures within acceptable parameters, while
optimizing the return on risk.

(i) Price risk

The company is exposed to price risk because of the marketable securities held by the company that
are classified as fair value through profit or loss. This company is not exposed to commodity price
risk. To manage its price risk arising from marketable security is the company diversifies its
portfolio.

(ii) Interest rate risk

The following table sets out the assets and liabilities on the earlier of contractual maturity or
repricing date. Use of the table to derive information about the company's interest rate risk position
is limited by the fact that borrowers may choose to terminate their financial instruments at a date
earlier than contractual maturity or repricing date. For example, notes receivable are shown at
contractual maturity but could prepay earlier.

(36)
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2021

Under Over 1 to Over Not interest
1 year 5 years 5 years rate sensitive Total

$ $ $ $ $

Assets
Cash 19,518,800 - - - 19,518,800
Marketable securities 13,331,443 - - - 13,331,443
Accounts receivable - - - 7,310,285 7,310,285
Prepaid expenses - - - 377,947 377,947
Inventory - - - 119,466 119,466
Demand loan receivable 6,998,482 - - - 6,998,482
     Effective interest rate 1.53%
Notes receivable (net of

allowance for losses) 26,940,651 96,199,427 22,382,313 - 145,522,391
     Effective interest rate 3.87% 4.07% 2.43%
Advances to related company - - - 7,152,986 7,152,986
Investment in private

companies - - - 4,155,397 4,155,397
Deferred financing costs - - - 60,844 60,844
Property and equipment - - - 3,569,864 3,569,864
Investment properties - - - 13,951,366 13,951,366
Restricted funds - - - 72,729,781 72,729,781

Total assets 66,789,376 96,199,427 22,382,313 109,427,936 294,799,052

Liabilities and surplus
Accounts payable and

accrued liabilities - - - 3,214,712 3,214,712
Long-term debt 1,191,373 4,090,716 543,350 - 5,825,439

Effective interest rate 1.60% 1.51% 0.00%
Restricted funds - 72,729,781 72,729,781

Effective interest rate 0.94%
Retained earnings - - - 213,029,120 213,029,120

Total liabilities and retained
earnings 1,191,373 4,090,716 543,350 288,973,613 294,799,052

Interest rate sensitivity gap 65,598,003 92,108,711 21,838,963 (179,545,677) -

(37)
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2020

Under Over 1 to Over Not interest
1 year 5 years 5 years rate sensitive Total

$ $ $ $ $

Assets
Cash 18,704,173 - - - 18,704,173
Marketable securities 5,562,756 - - - 5,562,756
Accounts receivable - - - 6,985,131 6,985,131
Prepaid expenses - - - 44,104 44,104
Inventory - - - 121,272 121,272
Demand loan receivable 6,998,482 - - 8,983 7,007,465
     Effective interest rate 1.34%
Note receivable (net of

allowance for losses) 14,357,007 114,424,151 15,799,684 - 144,580,842
     Effective interest rate 3.90% 4.15% 2.43%
Advances to related company - - - 2,119,298 2,119,298
Investment in private

companies - - - 4,148,387 4,148,387
Deferred financing costs - - - 77,100 77,100
Property and equipment - - - 3,049,115 3,049,115
Investment properties - - - 12,916,348 12,916,348
Restricted funds - - - 121,489,012 121,489,012

Total assets 45,622,418 114,424,151 15,799,684 150,958,750 326,805,003

Liabilities and surplus
Accounts payable and

accrued liabilities - - - 2,895,037 2,895,037
Long-term debt 2,227,866 5,095,443 597,550 - 7,920,859

Effective interest rate 1.60% 1.51% 0.00%
Restricted funds - 121,489,012 121,489,012
Retained earnings - - - 194,500,095 194,500,095

Total liabilities and
retained earnings 2,227,866 5,095,443 597,550 318,884,144 326,805,003

Interest rate sensitivity gap 43,394,552 109,328,708 15,202,134 (167,925,394) -

(d) Operational risk

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with
the company’s processes, personnel, technology and infrastructure, and from external factors other than
credit, market and liquidity risks such as those arising from legal and regulatory requirements and
generally accepted standards of corporate behaviour.

The company’s objective is to manage operational risk so as to balance the avoidance of financial losses
and damage to the company’s reputation with overall cost effectiveness and to avoid control procedures
that restrict initiative and creativity. The primary responsibility for the development and implementation
of controls to address operational risk is assigned to senior management.

(38)
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(e) Capital management

The primary objective of Island Investment Development Inc.'s capital management is to ensure that it
maintains a healthy financial position in order to support its business. Island Investment Development
Inc. manages its capital structure and makes changes to it in light of changes in economic conditions.

(39)
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INDEPENDENT AUDITOR'S REPORT

To the Commissioners of Prince Edward Island Liquor Control Commission

Opinion

We have audited the financial statements of Prince Edward Island Liquor Control Commission (the
Commission), which comprise the statement of financial position as at March 31, 2021, and the
statements of changes in equity, profit or loss and cash flow for the year then ended, and notes to the
financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Commission as at March 31, 2021, and its financial performance and  its cash flow for the
year then ended in accordance with International Financial Reporting Standards.

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 Auditor's Responsibilities for the Audit
of the Financial Statements section of our report. We are independent of the Commission 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 those requirements. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

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, 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 Commission's ability
to continue as a going concern, disclosing, as applicable, matters relating to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Commission or to
cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Commission's financial reporting
process.

(continues)
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Auditor's 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 auditor’s 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 these 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. 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 Commission’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 Commission’s ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
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
auditor’s report. However, future events or conditions may cause the Commission 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.

We 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.

MRSB CHARTERED PROFESSIONAL ACCOUNTANTS INC.
   

Charlottetown, PE 

June 24, 2021

2

162 PUBLIC ACCOUNTS VOLUME III - PART B   2020-2021



PRINCE EDWARD ISLAND LIQUOR CONTROL COMMISSION
Statement of Financial Position

March 31, 2021

2021 2020

ASSETS
Current

Cash $ 3,486,656 $ 5,270,113
Accounts receivable (Note 5) 1,513,065 2,065,159
Inventory (Note 6) 8,043,031 7,958,613
Prepaid expense 160,077 111,071

13,202,829 15,404,956
Property and equipment (Schedules 1 and 2) 8,582,656 9,295,695

Total assets $ 21,785,485 $ 24,700,651

LIABILITIES
Current

Accounts payable and accrued liabilities (Note 7) $ 6,262,059 $ 5,090,753
Deferred revenue 460,610 368,276
Deferred lease inducements 308,511 372,340
Due to the Province of Prince Edward Island (Note 8) 10,978,655 14,499,996
Current portion of debentures payable (Note 9) 43,906 177,053
Current portion of lease liabilities (Note 10) 809,082 773,467

18,862,823 21,281,885
Debentures payable (Note 9) 93,247 137,153
Lease liabilities (Note 10) 2,829,415 3,281,613

Total liabilities $ 21,785,485 $ 24,700,651

Contractual obligations (Note 11)  

ON BEHALF OF THE PRINCE EDWARD ISLAND LIQUOR CONTROL COMMISSION

_____________________________ Chair

_____________________________ Commissioner

Notes 1 - 21 are an integral part of these financial statements
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PRINCE EDWARD ISLAND LIQUOR CONTROL COMMISSION
Statement of Changes in Equity

Year Ended March 31, 2021

2021 2020

Retained earnings - beginning of year $ - $ -

Net income (Statement 5) 23,414,429 22,468,919

23,414,429 22,468,919

     Annual income distribution to Province of Prince Edward Island (23,414,429) (22,468,919)

Retained earnings - end of year $ - $ -

Notes 1 - 21 are an integral part of these financial statements
4
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PRINCE EDWARD ISLAND LIQUOR CONTROL COMMISSION
Statement of Profit or Loss
Year Ended March 31, 2021

2021 2020

Income
Sales (Note 12) $ 85,651,167 $ 83,473,652

Cost of sales (Note 6) 48,095,711 47,530,611

Gross margin 37,555,456 35,943,041

Expenses
Amortization of property and equipment (Schedules 1 and 2) 1,467,126 1,379,290
Credit and debit card charges 617,975 710,443
Insurance and property taxes (Note 13) 254,644 235,467
Interest on debentures (Notes 9, 13) 9,249 16,379
Interest on lease liabilities (Note 10) 252,237 249,144
Operating leases 182,760 204,271
Other operating expenses (Note 14) 487,605 593,591
Repairs and maintenance 1,097,081 932,811
Salaries and benefits (Notes 13, 15) 11,041,092 10,485,520
Store and office expenses 637,835 765,705
Travel 98,264 101,528
Utilities 771,926 802,096

16,917,794 16,476,245

Income from operations 20,637,662 19,466,796

Other income (Note 16) 2,776,767 3,002,123

Net income $ 23,414,429 $ 22,468,919

Notes 1 - 21 are an integral part of these financial statements
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PRINCE EDWARD ISLAND LIQUOR CONTROL COMMISSION
Statement of Cash Flow

Year Ended March 31, 2021

2021 2020

Cash flows from operating activities
Net income $ 23,414,429 $ 22,468,919
Items not affecting cash:

Amortization of property and equipment 1,467,126 1,379,290
Gain on disposal of property and equipment - (17,000)

24,881,555 23,831,209

Changes in non-cash working capital:  
Accounts receivable 552,094 (134,289)
Inventory (84,418) 841,189
Prepaid expense (49,006) 182,323
Accounts payable and accrued liabilities 1,171,307 782,061
Deferred revenue 92,334 40,408

1,682,311 1,711,692

26,563,866 25,542,901

Cash flows from investing activities
Purchase of property and equipment (628,665) (931,949)
Purchase of right-of-use assets (125,422) (3,757,083)
Proceeds on disposal of property and equipment - 48,169

(754,087) (4,640,863)

Cash flows from financing activities
Annual income distribution to Province of Prince Edward Island (23,414,429) (22,468,919)
Advances (to) from the Province of Prince Edward Island (3,521,341) 1,946,193
Repayment of lease liabilities (539,038) (295,426)
Repayment of debentures payable (177,053) (201,213)
Proceeds from lease liabilities 122,454 3,586,353
Deferred lease inducements (63,829) (63,830)

(27,593,236) (17,496,842)

Increase (decrease) in cash (1,783,457) 3,405,196

Cash - beginning of year 5,270,113 1,864,917

Cash - end of year $ 3,486,656 $ 5,270,113

Cash consists of:
Cash on hand $ 120,195 $ 112,195
Cash in financial intuitions 3,366,461 5,157,918

$ 3,486,656 $ 5,270,113

Cash flow supplementary information
Interest paid $ 263,973 $ 268,103

Notes 1 - 21 are an integral part of these financial statements
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PRINCE EDWARD ISLAND LIQUOR CONTROL COMMISSION
Notes to Financial Statements

Year Ended March 31, 2021

1. DESCRIPTION OF BUSINESS  

Prince Edward Island Liquor Control Commission (the Commission) is a wholly owned Crown
corporation of the Province of Prince Edward Island, established under the provisions of the Liquor
Control Act and is therefore a non-taxable entity under the provisions of the federal Income Tax Act.
The Commission is responsible for managing the importation, sale, and distribution of beverage
alcohol throughout Prince Edward Island. The head office is located at 3 Garfield Street in
Charlottetown with outlets in various locations across the province. 

2. BASIS OF PRESENTATION  
The financial statements have been prepared in accordance with, and are in compliance with,
International Financial Reporting Standards (IFRS) as issued by the International Accounting
Standards Board (IASB). The principal accounting policies applied in the preparation of the financial
statements are set out in Note 4. 
These financial statements were authorized for issuance by the Board of Commissioners on June 24,
2021.
The board of directors have the power to amend the financial statements after issue.

3. BASIS OF MEASUREMENT    

The financial statements have been prepared on a historical cost basis and are presented in
Canadian dollars, which is the functional currency of the Commission. 

4. SIGNIFICANT ACCOUNTING POLICIES        

Changes in accounting standards

These financial statements have been prepared in accordance with IFRS, issued and in effect as of
March 31, 2021. The significant accounting policies used in the preparation of these financial
statements are summarized below.

An overview of the standards, amendments, and interpretations on the conversion to IFRS, those
adapted in the current year, and those which are issued but not yet in effect are presented below.

IAS 1 Presentation of Financial Statements

On January 23, 2020, IASB issued amendments to paragraphs 69 to 76 of IAS 1 Presentation of
Financial Statements to specify the requirements for classifying liabilities as current or non-current.
The amendments to IAS 1 are required to be applied for annual periods beginning on or after January
1, 2023. The amendments must be applied retrospectively in accordance with IAS 8.

Cash

Cash is comprised of cash on hand and amounts on deposit with financial institutions. 

Accounts receivable

Accounts receivable arise from trade sales, Prince Edward Island Cannabis Management
Corporation, and the Province of Prince Edward Island. Amounts deemed uncollectible are written off
and deducted from the carrying value of the receivable. Amounts subsequently recovered from
accounts previously written off are credited to the allowance account in the period of recovery.

(continues)
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PRINCE EDWARD ISLAND LIQUOR CONTROL COMMISSION
Notes to Financial Statements

Year Ended March 31, 2021

4. SIGNIFICANT ACCOUNTING POLICIES (continued)

Inventory

Inventories are stated at the lower of cost and net realizable value on a first-in, first-out basis.  Cost
includes the costs to purchase, duty and excise taxes, and standard freight rates for goods received.
Net realizable value represents the amount that may be realized from the sale of an inventory item
under normal business conditions. When inventories are sold, the carrying amount of those
inventories are recognized as an expense in the period in which the related revenue is recognized.
The amount of any write-down of inventories to net realizable value and all losses of inventories shall
be recognized as an expense in the period the loss or write-down occurs.  The amount of reversal of
any write-downs, arising from an increase in net realizable value, shall be recognized as a reduction
in the amount of inventories recognized as an expense in the period in which the reversal occurs.

Property and equipment  

Property and equipment is stated at cost less accumulated amortization and any impairment losses.
All capital asset additions over $1,000 are capitalized. Property and equipment are broken down into
components when the components are significant and have differing useful lives than the rest of the
asset. Amortization is calculated  on a straight-line basis at the following rates:

Buildings 2.5%, 3.33%, 5%, 6.66%
Equipment 20%
Vehicles 20%
Leasehold improvements 5% and 10%
Financial information system 20% 
Right-of-use assets term of the lease

One-half of the annual rate is recorded in the year of acquisition; no amortization is recorded in the
year of disposal.

Leases

The Corporation recognizes right-of-use assets and lease liabilities for its leases except for certain
classes of underlying assets in which the lease terms are 12 months or less or for low valued assets.
Right-of-use assets are included in property and equipment on the statement of financial position.
The amortization expense on right-of-use assets is based on amortization of the right-of-use asset
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

Impairment

The Commission assesses, at each reporting date, whether there is objective evidence that a
financial asset or group of financial assets is impaired. A financial asset or a group of financial assets
is impaired, and impairment losses are recorded, only if there is objective evidence of impairment as
a result of one or more events that occurred after the initial recognition of the asset (a "loss event")
and the loss event has an impact on the estimated future cash flows of the financial asset or group of
financial assets that can be reliably estimated. 

Deferred lease inducements

The Commission received inducements to extend a lease at one of its locations. This amount will be
amortized over the term of the lease to offset the cost of the leased premise. 

(continues)
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PRINCE EDWARD ISLAND LIQUOR CONTROL COMMISSION
Notes to Financial Statements

Year Ended March 31, 2021

4. SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial assets and financial liabilities   

On initial recognition, a financial asset is classified as measured at: amortized cost, fair value through
other comprehensive income (FVOCI) or fair value through profit or loss (FVTPL). A financial asset is
measured at amortized cost if it meets both of the following conditions and is not designated as at
FVTPL: the asset is held within a business model whose objective is to hold assets to collect
contractual cash flow; and 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 amount outstanding. All
other financial assets are classified as measured at FVTPL. Financial assets that are held for trading
or managed and whose performance is evaluated on a fair value basis are measured at FVTPL
because they are neither held to collect contractual cash flows nor held both to collect contractual
cash flows and to sell financial assets.

Financial assets are not reclassified subsequent to their initial recognition, except in the period after
the Commission changes its business model for managing financial assets. There were no changes
to any of the Commission business models during the current or prior year.

The Commission classifies its financial liabilities, other than financial guarantees and loan
commitments, as measured at amortized cost or FVTPL. The Commission derecognizes a financial
liability when its contractual obligations are discharged or cancelled, or expire. 

Financial assets and financial liabilities are offset and the net amount presented in the statement of
financial position when, and only when, the Commission currently has legally enforceable right to set
off the amounts and it intends either to settle them on a net basis or to realise the asset and settle the
liability simultaneously.

The Commission has classified its financial assets and liabilities as follows:

Cash - fair value through profit or loss

Accounts receivable, accounts payable and accrued liabilities, debentures payable, lease liabilities,
and due to the Province of Prince Edward Island - amortized cost

Transaction costs for fair value through profit or loss instruments are recognized as profit or loss
immediately while transaction costs for other financial instruments form part of the original value of
the financial instrument.  

De-recognition of a financial instrument occurs when the contractual rights to the cash flow generated
by the asset expire, when the financial asset and substantially all of the risks and rewards are
transferred to a third party, or when the obligation in the contract is discharged, cancelled, or expires.

(continues)
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PRINCE EDWARD ISLAND LIQUOR CONTROL COMMISSION
Notes to Financial Statements

Year Ended March 31, 2021

4. SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue recognition

Revenue is derived from the sale of goods and other income from the rendering of services. 

Revenue is measured by reference to the fair value of the consideration received or receivable by the
Commission for the goods or services supplied, exclusive of sales tax, deposits, and health tax. 

Revenue from the sale of goods is recognized when the amount of revenue can be reliably
measured, collection is probable, the costs incurred or to be incurred can be reliably measured, and
when the Commission transfers control of the goods to the customer. 

Other income includes permit, license, marketing fees, and limited time offer promotions. Revenues
from permits and license fees are recognized when they can be reliably measured and the
associated right to sell or produce beverage alcohol has been utilized. Revenues from marketing fees
are recognized when the amount of revenues can be reliably measured and it is probably that
economic benefits will flow to the Commission. Marketing fees are earned during the nine marketing
periods of the fiscal year. Any variable amounts due can be reliably measured at the end of each
marketing period. All other revenue amounts can be reliably measured at the beginning of the
marketing period. All incremental costs of the programs are the responsibility of the supplier.
Marketing fees do not span multiple fiscal years resulting in no restatement of prior fiscal years for
contract revenues under marketing fees. 

The Commission sells gift cards to its customers and initially records the amount to deferred
revenue. Revenue is recognized as the gift cards are redeemed. If, in the opinion of management,
the likelihood of the gift card balance not being redeemed is highly probably, then the revenue will be
recognized at that time. 

Expenses

Expenses are recognized on an accrual basis in the period in which the transaction or event that
gave rise to the expense occurred.

Significant accounting judgments and estimates

The preparation of financial statements in accordance with IFRS requires management to make
estimates, judgments, and assumptions that affect the reported amounts of assets, liabilities,
revenues, and expenses. The actual results may materially differ from management's estimation.
Items requiring the use of significant estimates include useful lives of property and equipment,
accrued liabilities, legal contingencies and impairment.  The estimates and underlying assumptions
are reviewed on an ongoing basis based on historical experience, best knowledge of current events
and conditions and other factors that are believed to be reasonable under the circumstances,
including expectations of future events. The resulting accounting estimates will, by definition, seldom
equal the related actual results, and actual results may ultimately differ from these estimates.

Revisions to accounting estimates are recorded in the period in which the estimate is reversed if the
revision affects only that period or in the period of revision and in future periods if the revision affects
both the current and future periods. 

Future changes in significant accounting policies

A number of new standards and amendments to standards and interpretations are not yet effective
for the year ended March 31, 2021 and have not been adopted by the Commission in preparing these
financial statements. These changes are not expected to have a material impact on the
Commission's financial statements. 
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PRINCE EDWARD ISLAND LIQUOR CONTROL COMMISSION
Notes to Financial Statements

Year Ended March 31, 2021

5. ACCOUNTS RECEIVABLE          

2021 2020

Trade accounts receivable $ 1,584,237 $ 1,973,218
Province of Prince Edward Island - 87,172
Prince Edward Island Cannabis Management Corporation (6,491) 69,450

1,577,746 2,129,840
Allowance for doubtful accounts (64,681) (64,681)

$ 1,513,065 $ 2,065,159

All amounts in the accounts receivable balance are short-term. The net carrying value of accounts
receivable is considered a reasonable approximation of fair value.
All of the Commission's trade and other receivables have been reviewed for indications of
impairment. It is management's assessment that an allowance of $64,681 (2020 - $64,681) is
required to fairly state the value of accounts receivable. 
The receivables from the Prince Edward Island Cannabis Management Corporation consist primarily
of accruals to account for the shared use of resources of the Commission and is based on a best
estimate of the cost of those resources used.
The receivable from the Province of Prince Edward Island primarily relates to a wage reimbursement
for one employee on secondment to the Commission. The carrying amount of the receivable is
considered a reasonable approximation of fair values as this financial asset is expected to be paid
within the year, such that the time value of money is not significant.

6. INVENTORY            

2021 2020

Warehouse $ 3,987,796 $ 4,237,470
Stores 3,929,549 3,501,251
In-transit 125,686 219,892

$ 8,043,031 $ 7,958,613

Inventories recognized in the statement of financial position consist of liquor products held for sale. In
2021, a total of $48,095,711 (2020 - $47,530,611) of inventories was included in the statement of
profit or loss as cost of sales.
In-transit inventory consists of beverage alcohol that has been customs cleared at the dock in Halifax
as part of a consolidated load destined for three liquor boards in the Maritimes. The Commission
owns the inventory in this case after it has been cleared at the point of entry into Canada.
There were no write-downs of inventories. No reversals of previous write-downs were recognized as
a reduction of expense in 2021 or 2020. None of the inventories are pledged as security for liabilities.

7. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES            

2021 2020

Accounts payable and accrued liabilities $ 6,262,059 $ 5,090,753
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PRINCE EDWARD ISLAND LIQUOR CONTROL COMMISSION
Notes to Financial Statements

Year Ended March 31, 2021

8. DUE TO THE PROVINCE OF PRINCE EDWARD ISLAND        

Prince Edward Island Liquor Control Commission is a wholly owned Crown Corporation of the
Province of Prince Edward Island. The Commission's employee salaries and benefits are paid by the
Province and are subsequently reimbursed by the Commission. Net profit earned during the period is
payable to the Province. 

2021 2020

   
Due to the Province of Prince Edward Island $ 10,978,655 $ 14,499,996

9. DEBENTURES PAYABLE      
2021 2020

Province of PEI - 4.07%, repayable in annual blended
installments of $49,488.  The loan matures on January 2,
2024. $ 137,153 $ 179,342
Province of PEI - 4.2%, repayable in annual blended
installments of $86,542.  The loan matured on September 13,
2020. - 83,054
Province of PEI - 1.81%, repayable in annual blended
installments of $52,747.  The loan matured on February 5,
2021. - 51,810

137,153 314,206
Current portion (43,906) (177,053)

$ 93,247 $ 137,153

Principal repayments of long term debt are expected to be repaid over the next three years as follows: 

2022 $ 43,906
2023 45,693
2024 47,554

$ 137,153

12
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PRINCE EDWARD ISLAND LIQUOR CONTROL COMMISSION
Notes to Financial Statements

Year Ended March 31, 2021

10. LEASE LIABILITIES       
2021 2020

The Commission leases 10 retail outlets, a warehouse and
office space. Lease terms are negotiated on an individual
basis and contain a wide range of terms and conditions. $ 3,638,497 $ 4,055,080
Current portion (809,082) (773,467)

$ 2,829,415 $ 3,281,613

Future minimum capital lease payments are approximately:

2022 $ 809,082
2023 748,122
2024 652,892
2025 619,167
2026 470,630
Thereafter 1,361,877

Total minimum lease payments 4,661,770

Less: amount representing interest at various rates 1,023,273

$ 3,638,497

11. CONTRACTUAL OBLIGATIONS    

The Commission has entered into contracts with various suppliers for hardware maintenance,
software support services, and security services. The total of these contracts is $941,517 and they
expire between one and three years.

12. SALES          

2021 2020

Gross receipts $124,316,872 $121,112,506
Less taxes collected and remitted
   Provincial Health Tax 21,828,364 21,246,773
   Harmonized Sales Tax 16,837,341 16,392,081

Sales $ 85,651,167 $ 83,473,652
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PRINCE EDWARD ISLAND LIQUOR CONTROL COMMISSION
Notes to Financial Statements

Year Ended March 31, 2021

13. RELATED PARTY TRANSACTIONS          

These financial statements include the results of normal operating transactions with various
provincial departments, Crown corporations, and agencies with which the Commission is related.
Operating transactions with related parties, such as insurance and property taxes of $129,637 (2020
- $139,225) and interest on debentures of $9,249 (2020 - $16,379), are recorded at rates as
determined by the Province of Prince Edward Island.
Key management received $592,729 (2020 - $566,797) during the year for salaries and benefits.
Post-employment benefits are the responsibility of the province and are not included in these financial
statements.
The Commission's employees salaries and benefits are paid by the province and subsequently
reimbursed by the Commission.
Profit earned during the period is payable to the Province. The outstanding balance due to the
Province at year end is $10,978,655  (2020 - $14,499,996). 
Management and staff of the Prince Edward Island Liquor Control Commission (PEILCC) assisted in
the development, management, and ongoing operation of the Prince Edward Island Cannabis
Management Corporation. An estimation of the cost of these services has been expensed in various
accounts in the amount of $466,722 (2020 - $396,602).  Interest received from PEICMC on line of
credit was $10,342.

14. OTHER OPERATING EXPENSES    

Other operating expenses include consulting, legal, professional development, security and vehicle
expenses. Included as an expense for the current year is a provision for bad debt of $Nil (2020 -
$Nil).

14
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PRINCE EDWARD ISLAND LIQUOR CONTROL COMMISSION
Notes to Financial Statements

Year Ended March 31, 2021

15. EMPLOYEE BENEFITS    

Pension benefits
Permanent employees of the Commission participate in the Province of Prince Edward Island Civil
Service Superannuation Pension Plan (the Plan) which is a multi-employer contributory defined
benefit pension plan. The Plan provides a pension on retirement based on two percent of the average
salary for the highest three years times the number of years of pensionable service for service to
December 31, 2013, and two percent of the career average salary indexed with cost of living
adjustments for service after 2013. Indexing is subject to the funded level of the plan after December
31, 2016. The Plan is administered by the Province of Prince Edward Island. The Commission's
annual portion of contribution's to the Plan of $473,524 (2020 - $445,415) was paid by the Province
and is not reflected in these financial statements. Any unfunded liability of the Plan is the
responsibility of the Province and therefore no liability has been recognized in these financial
statements. For additional information on the Plan, see the Province's consolidated financial
statements. 
Retiring allowance
The Commission provides a retirement allowance to its permanent employees. The amount paid to
eligible employees at retirement is based on the number of years of service and the rate of pay in
effect at the retirement date. The benefit costs and liabilities related to the allowance are assumed by
the Province and are not included in these financial statements. 
Sick leave
Classified employees are credited 1.25 (1.5 - excluded employees) days per month for use as paid
absences in the year, due to illness or injury. Under existing employment agreements, employees are
allowed to accumulate unused sick day credits each year up to the allowable maximum. Accumulated
credits may be used in future years to the extent the employee's illness or injury exceeds the current
year's allocation. The use of accumulated sick days for sick leave compensation ceases on
termination of employment and there is no obligation to settle these amounts with cash payments. A
liability has not been calculated and no accrual has been recorded in these financial statements. The
related liability is recorded by the Province. Salary expense is included in these financial statements.

16. OTHER INCOME          

2021 2020

LTO sales $ 1,417,110 $ 1,477,601
Marketing fees 471,035 420,395
Program fees 366,885 403,426
LTO program fees 360,117 414,953
Miscellaneous 78,835 60,545
Amortization of leasehold Inducement 63,831 64,075
Permits, fees and licenses 18,954 144,128
Gain on disposal of property and equipment - 17,000

$ 2,776,767 $ 3,002,123
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PRINCE EDWARD ISLAND LIQUOR CONTROL COMMISSION
Notes to Financial Statements

Year Ended March 31, 2021

17. FINANCIAL INSTRUMENTS        

The Commission applies IFRS 9 when accounting for its financial instruments. IFRS 9 specifies how
an entity should classify and measure financial assets and financial liabilities.
The carrying amounts presented in the statement of financial position relate to the following
categories of financial assets and liabilities:

2021 2020

Financial assets
Financial assets measured at fair value through profit or
loss $ 3,486,656 $ 5,270,113
Financial assets measured at amortized cost 1,513,065 2,065,159

4,999,721 7,335,272

Financial liabilities
Financial liabilities measured at amortized cost
Non-current

Debentures payable 93,247 137,153
Lease liabilities 2,829,415 3,281,613

2,922,662 3,418,766
Current

Due to the Province of Prince Edward Island 10,978,655 14,499,996
Accounts payable and accrued liabilities 6,262,059 5,090,753
Current portion of debentures payable 43,906 177,053
Current portion of lease liabilities 809,082 773,467

21,016,364 23,960,035

18. FAIR VALUE  

Financial assets and liabilities are measured at fair value on initial recognition except for certain
related party transactions. Measurement in subsequent periods is based on fair value through profit
and loss or at amortized cost using the effective interest rate method.

Financial assets and liabilities recorded in the statement of financial position at fair market value are
categorized based on the fair value hierarchy of inputs. The Level 1 hierarchy is unadjusted quoted
prices in active markets for identical assets and liabilities. This level of inputs is used to measure the
fair value of cash.

Fair value for accounts receivable, accounts payable and accrued liabilities, amounts due to/from the
Province of Prince Edward Island approximate their carrying amounts due to their short term natures.

The fair value of debentures payable and lease liabilities are not materially different from their
carrying value as there has not been a significant fluctuation in interest rates.
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PRINCE EDWARD ISLAND LIQUOR CONTROL COMMISSION
Notes to Financial Statements

Year Ended March 31, 2021

19. FINANCIAL RISK MANAGEMENT        

The Commission is exposed to various risks through its financial instruments. The Corporation's
financial assets and liabilities by category are summarized in Note 17.  The following analysis
provides information about the Commission's risk exposure and concentration as of March 31, 2021.

(a) Credit risk

Credit risk is the risk that the Commission will incur a loss because a customer fails to meet an
obligation. The Commission is exposed to this risk for financial instruments classified as financial
assets measured at amortized cost by granting credit to customers. The Commission's maximum
exposure to credit risk is limited to the carrying amount of these financial assets recognized at the
reporting date, $1,513,065 (2020 - $2,065,159).

The Commission has mitigated its exposure to this risk through the limited extension of credit and
its contractual relationships with its business partners. The Commission's management considers
that an allowance of $64,681 (2020 - $64,681) is required for the above loans and receivables to
be fairly stated. The loans and receivables are shown net of the expected credit losses.

The expected credit losses were calculated by reviewing the aging of receivables and assigning
higher probability of credit losses to balances outstanding for longer periods of time. The financial
condition of customers was also evaluated based on experience.

With respect to financial assets measured at amortized cost, the Commission is not exposed to
any significant credit risk exposure to any single supplier. Trade receivables consist of a large
number of customers in various industries and geographical areas. Management considers the
credit quality of trade receivables to be good. 

Some of the unimpaired financial assets measured at amortized costs are past due as at the
reporting date.   The aging of unimpaired assets is as follows: 

 Current $ 931,585 $ 1,062,863

 Less than 30 days 282,898 683,090
  30 -  60 days 264,803         219,677
  61 days -1 year 33,779 99,529
  More than 1 year - -
     $ 1,513,065 $ 2,065,159

(b) Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market prices.  Market risk comprises three types of risk: currency rate risk,
interest ate risk and other price risk. The Commission's market risk management focuses on the
unpredictability of financial and economic markets and seeks to minimize potential effects on the
Corporation's financial performance. In common with many organizations that purchase in foreign
currencies, the Commission may be exposed to a marginal degree of currency risk.  Management
has mitigated the exposure to this risk by limiting the number of purchase transactions in foreign
currency.

The Commission's policy is to minimize interest rate cash flow risk exposure on long-term
financing. Long-term borrowing is at fixed rates.

(continues)

17
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PRINCE EDWARD ISLAND LIQUOR CONTROL COMMISSION
Notes to Financial Statements

Year Ended March 31, 2021

19. FINANCIAL RISK MANAGEMENT (continued)

(c) Liquidity risk

Liquidity risk is the risk that the Commission would be unable to meet its obligations. The
Commission manages liquidity needs by monitoring scheduled debt servicing payments for long
term financial liabilities as well as cash inflows and outflows due in day-to-day business. The data
used for analysing these cash flows is consistent with that used in the contractual maturity analysis
below. Liquidity needs are monitored in various time bands, on a day-to-day and week-to-week
basis, as well as on the basis of a rolling 30 day outlook. Net cash requirements are compared to
available borrowing facilities in order to determine any surplus or shortfall. 

The Commission's objective is to maintain cash and marketable securities to meet its liquidity
requirements for a minimum 60 day period. This objective was met for the reporting period.
Funding for long term liquidity needs are secured by adequate amounts of committed credit
facilities. The Commission's existing cash resources, trade receivables, and cash generated from
operations significantly exceed the current cash outflow requirements. 

The Commission's contractual financial liabilities as at March 31, 2021 matures as follows:

        
                                                                          Current                                  Non-current

Within 6
months 6 to 12 months 1 to 5 years After 5 years

Accounts payable and accrued
liabilities $ 6,262,059 $ - $ - $ -
Due to the Province - 10,978,655 - -
Lease liabilities 404,541 404,541 1,618,164 1,211,251
Debentures payable 21,953 21,953 93,247 -

$ 6,688,553 $ 11,405,149 $ 1,711,411 $ 1,211,251

20. CAPITAL MANAGEMENT    

The capital structure of the Commission currently consists of amounts due to related parties,
debentures payable, and lease liabilities. The Commission manages the capital structure and makes
adjustments to it in the light of changes in economic conditions and the risk characteristics of the
underlying assets. In order to maintain or adjust the capital structure, the Commission may arrange
more loans or advances from related parties. Management reviews its capital management approach
on a regular basis. The Commission is not subject to externally imposed capital requirements. 

18
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PRINCE EDWARD ISLAND LIQUOR CONTROL COMMISSION
Notes to Financial Statements

Year Ended March 31, 2021

21. SUBSEQUENT EVENTS  

The recent outbreak of the Coronavirus Disease 2019, or COVID-19, has spread across the globe
and is impacting worldwide economic activity. This global pandemic poses the risk that the
Commission or its clients, employees, contractors, suppliers and other partners may be unable to
conduct regular business activities for an indefinite period of time. While it is not possible at this time
to estimate the impact that COVID-19 could have on the Commission's business, the continued
spread of COVID-19 and the measures taken by the federal, provincial and municipal governments to
contain its impact could adversely impact the Commission's business, financial condition or results of
operations. The extent to which the COVID-19 outbreak impacts the Commission's results will
depend on future developments that are highly uncertain and cannot be predicted, including new
information that may emerge concerning the spread of the virus and government actions.

19
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PRINCE EDWARD ISLAND
LOTTERIES COMMISSION
Notes to Financial Statements
March 31, 2021

Summary of Significant Accounting Policies

a) International Financial Reporting Standards (IFRS)

The financial statements have been prepared using the accounting policies specified by
IFRS, issued and in effect as of March 31, 2021. The significant accounting policies used
in the preparation of these financial statements are summarized below.

These accounting policies have been used throughout all of the periods presented.

b) Presentation of the Financial Statements

The financial statements are presented in accordance with International Accounting
Standard 1 (IAS 1), "Presentation of Financial Statements". The Commission has elected
to present a single statement of comprehensive income. The financial statements have
been prepared on a historical cost basis and are presented in Canadian dollars, which is
the functional currency of the Commission.

c) Continuity of Operations

On March 11, 2020, the World Health Organization declared the Coronavirus COVID-19
(COV!D-19) outbreak a pandemic. This has resulted in governments worldwide, induding
the Canadian and provincial governments, enacting emergency measures to combat the
spread of the virus. These measures, which include the implementation of trave! bans,
self-imposed quarantine periods, closures of non-essential businesses, and physical
distancing, have caused material disruption to businesses in Atlantic Canada and
globally, resulting in an economic slowdown.

On March 15, 2020, ALC ceased ail video lottery operations and closed its entertainment
centre. Operations resumed on June 26, 2020 when the Province moved into Phase 4 of
the Renew PE1 Together plan. Operations were again halted for a number of days in
December and March as a result of province wide circuit breaker measures.

The COVID-19 situation is dynamic, causing significant uncertainty regarding when video
lottery operations and the entertainment centre will operate. The ultimate duration and
magnitude of the impact on the economy and the financial effect on ALC's future
revenues, operating results, and overall financial performance is not known at this time;
however, the impact could be material. At the reporting date, ALC determined that
COVID-19 had no impact on its significant accounting poiicies, and its consolidated
financial statements were prepared on a going concern basis.
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PRINCE EDWARD ISLAND
LOTTERIES COMMISSION
Notes to Financial Statements
March 31, 2021

3. Summary of Significant Accounting Policies (continued...)

g) International Financial Reporting Standards Not Yet in Effect

A number of new standards, amendments to standards, and interpretations of standards
have been issued by the international Accounting Standards Board and the International
Financial Reporting Interpretations Committee, the application of which is effective for
periods beginning on or after Aprii 1, 2021. The Commission has chosen not to early
adopt as allowed by the Internationa! Financial Reporting Standards. The impact of these
new accounting pronouncements is unknown atthistime-

h) Financial Risk Management Objectives and Policies

The Commission's risk management poHcies are part of the overal! management of the
entity's operations. Management's direct involvement in day-to-day operations identifies
risks and variations from expectations leading to changes in risk management activities,
requirements, and actions. As part of the overall management of the entity's operations,
management considers avoidance of undue concentrations of risk in managing the
Commission's exposure.

4. Significant Accounting Judgments and Estimates

The preparation of financial statements in conformity with iFRS requires the use of
judgments, assumptions, and estimates as at the date of the financial statements that affect
the reported amounts of assets and liabilities, disclosure of contingent liabilities, and the
reported amounts of revenues and expenses during the reporting periods presented.

Measurement uncertainty exists when there is a variance between the recognized amount
and another reasonable amount. Some accounting measurements require management's

best estimate, based on assumptions as at the financial statement date that reflects the most
probable set of economic conditions and planned courses of action.

Items requiring the use of significant estimates include expected credit losses of $98,075
(2020 - $99,275), and amounts recorded in Atlantic Lottery Corporation Inc. (ALC) financiai
statements such as the useful iives of tangible and intangible assets, impairment of financial
and non financial assets, accrued liabilities, employee future benefits, development costs,
fair value of financial instruments, liabiiities for unclaimed prizes, and Player Loyalty Program
which all impact the net distribution and allocation of undistributed income or loss to the
Commission. Actual results could differ from the estimates made by management in these
financial statements, and these differences, which may be materiaS, could require
adjustments in subsequent reporting periods.
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PRINCE EDWARD ISLAND
LOTTERIES COMIVIISS10N
Notes to Financial Statements
March 31, 2021

7. Financial Risk Management (continued...)

Liquidity risk management
Liquidity risk is the risk that the Commission will not be able to meet all its cash outflow
obligations as they come due. The Commission mitigates this risk by monitoring cash activities
and expected outflows. The Commission does not have material liabilities that can be caiied
unexpectedly at the demand of a lender or claimant. The Commission has no material
commitments for capital expenditures and there is no need for such expenditures in the normal
course of operations. All current liabilities are fully funded by the current assets of the
Commission.

There have been no significant changes from the previous year in the exposure to risk or
policies, procedures, and methods used to measure the risk.

8. Investment in Atlantic Lottery Corporation Inc. (ALC)

The Commission uses the equity method to account for its investment in ALC which involves
recognizing its share of income and losses less distributions. ALC reported the following
results in its financial statements:

Current assets
Non current assets

Current liabilities
Non current liabiiities

Shareholder equity

Commission portion of shareholder equity

2021
$

(in thousands)

64,252
205,037

(75,430)
(103,982)

89.877

-^776

2020
$

(in thousands)

63,788
200,648

(116,380)
(82.613)

65.443

3.968
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PRINCE EDWARD ISLAND
LOTTERIES COMMISSION
Notes to Financial Statements
March 31, 2021

10. Grants to the Harness Racing Industry

Grants to the harness racing industry provided through the Commission consist of the
foliowing;

2021 2020

Grant to PE1 Harness Racing Industry Association
Grant to Prince County Horsemen's Club
Grant to Atiantic Provinces Harness Racing Commission
Grants to support the Matinee Racetracks
Grants for sales tax due from pari-mutue! wagering
Grants for other expenses

11. Accounts Receivable

$

2,491,000
122,500
110,567
25,946

316,911
68.575

3.135.499

2021
$

98,075
(98.075)

$

2,480,000
115,000
111,233
13,782

535,150

3.255.165

2020
$

99,275
r99.275)

Other receivables
Less: Expected credit losses

12. Grant to the City of Charlottetown

The grant to the City of Charlottetown is pursuant to an arrangement between the City and
the Province of Prince Edward Island, whereby the City was to receive $400,000 per annum
for ten years beginning with the year ended December 31, 2005. The original agreement
ended in December 2014. Treasury Board authorized a five year extension of the agreement
for fiscal year 2015-1 6 to 2019-20. Although the agreement expired in 2020, the Commission
agreed to extend the grant by one year and included a $400,000 grant to the City of
Chariottetown in the 2021 budget. This amount is subject to adjustment if the Chariottetown
gaming entertainment centre operates less than 300 days in a given year. Due to the public
health circumstances resulting from the COViD-19 pandemic the facility was not open for the
required 300 days and as a result the amount payable for 2020-21 was determined to be
$345,333.

13. Responsible Gaming Strategy

Implementation of the Province's Responsible Gaming Strategy began in 2010. The
objective of the strategy is to prevent and reduce problems associated with gaming, while
maximizing its potential social and economic aspects for islanders. Activities carried out by
the Department of Health and Weliness amounted to $213,310 (2020 - $200,533).
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PRINCE EDWARD ISLAND
LOTTERIES COMMISSION
Notes to Financial Statements
March 31, 2021

15. Related Party Transactions

The Commission is owned by the Province of Prince Edward Island. Any excess revenues
over expenses of the Commission are distributed to the Province as shown on the statement
of changes in sharehoider equity. Other transactions with the Province, its Crown
corporations, and agencies are recorded at rates as determined by the Province.

There are resources provided to the Commission by the Province of Prince Edward Island
such as office facilities, support sen/ices, salaries, and employee future benefits. These
costs are assumed by the Province and not reflected in these financial statements.

in prior years, the Commission did not have a separate bank account, and ail transactions
were processed through the Province's bank account- At the beginning of fiscal year 2019-
20, the Commission opened a separate bank account for processing aSI Commission
transactions.

The following is a summary of operations conducted by the Atlantic Lottery Corporation
Inc. (ALC) on behalf of the Commission. Net profits were distributed to the Commission as
follows:

Lottery ticket sales - in person

Lottery ticket sales - online

Video lottery sales

Red Shores at Charlottetown Driving Park

Red Shores at Summerside Raceway

Total

Gross

Profit

11,793,684

3,496,018

12.146,594

10,632,132

1.615,365

Expenses

(7,052,947)

(782,386)

(4,085,338)

(10,862,548)

(2.194,535)

I)

Net Profit

2021

4,740,737

2,713,632

8,061,256

(230,416)

(579.170)

Net Profit

2020

4,241,421

720,560

12,227,986

1,706,858

(221.787)

1_8fi7fi0?8

included in the net profit distribution is an expense of $288,146 (2020 - $285,000) that ALC
remitted to the Interprovincial Lottery Corporation on behalf of the Commission.

These transactions are in the normal course of operations and are measured at the
exchange amount, which is the amount of net profit attributable to the Commission as
determined by the net profit of ALC in accordance with ALC's financial reporting framework.

16. Pensions and Employee Benefits

Atlantic Lottery Corporation Inc. participates in a multiple-empioyer defined benefit
contributory pension p!an. ALC also provides certain post-employment heaithcare benefits,
long service awards, extended health and dental benefits, life insurance, and ad-hoc
supplementary pensions. The portion of expenditures allocated to the Commission through
ALC's profit distributions related to pensions is $430,307 (2020 - $713,794) and $180,325
(2020 - $180,598) related to future employee benefits.
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