


 

Independent Auditor’s Report 

To the Lieutenant-Governor in Council, 
Province of Newfoundland and Labrador  

Opinion 
We have audited the consolidated financial statements of Nalcor Energy (the “Company”), which 
comprise the consolidated statement of financial position as at December 31, 2019, and the 
consolidated statements of profit and 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 (collectively referred to as the “financial statements”). 

In our opinion, the accompanying financial statements present fairly, in all material respects, the 
financial position of the Company as at December 31, 2019, and its financial performance and its cash 
flows for the year then ended in accordance with International Financial Reporting Standards (“IFRS”). 

Basis for Opinion 
We conducted our audit in accordance with Canadian generally accepted auditing standards 
(“Canadian GAAS”). 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 Company in accordance with the ethical requirements that are relevant to our audit of the financial 
statements in Canada, and we have fulfilled our other ethical responsibilities in accordance with these 
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to 
provide a basis for our opinion. 

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 IFRS, 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 financial statements, management is responsible for assessing the Company’s ability 
to continue as a going concern, disclosing, as applicable, matters related to going concern and using 
the going concern basis of accounting unless management either intends to liquidate the Company or 
to cease operations, or has no realistic alternative but to do so. 

Those charged with governance are responsible for overseeing the Company’s financial reporting 
process. 
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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 GAAS 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 GAAS, 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 Company’s internal control.

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

 Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Company’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in
our 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 Company to
cease to continue as a going concern.

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

 Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Company to express an opinion on the financial statements. We are
responsible for the direction, supervision and performance of the group audit. We remain solely
responsible for our audit opinion.

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 
February 28, 2020 
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NALCOR ENERGY

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
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15.15.15.15. TRADETRADETRADETRADE    ANDANDANDAND    OTHEROTHEROTHEROTHER    PAYABLESPAYABLESPAYABLESPAYABLES

As at December 31 (millions of Canadian dollars)     2019 2019 2019 2019  2018 
Trade payables and accruals     305 305 305 305  369 
Accrued interest payable     76 76 76 76  55 
Rent and royalty payable     5 5 5 5  4 
Other payables     49 49 49 49  58 

    435 435 435 435  486 

16.16.16.16.     DEBTDEBTDEBTDEBT

16.116.116.116.1    ShortShortShortShort----termtermtermterm    BorrowingsBorrowingsBorrowingsBorrowings 
Nalcor maintains a $250.0 million CAD or USD equivalent committed revolving term credit facility with its banker, with a maturity 
date of January 31, 2021. On February 28, 2020 Nalcor signed an extension to its revolving term credit facility, resulting in a new 
maturity date of January 31, 2022. There were no amounts drawn on this facility as at December 31, 2019 (2018 - $nil), however 
$8.0 million of the borrowing limit has been used to issue 11 irrevocable letters of credit (2018 - $8.3 million to issue 11 
irrevocable letters of credit) which relate to power purchases and sale contracts with various independent system operators, 
transmission providers and bilateral counterparties.  Borrowings in CAD may take the form of Prime Rate Advances, Bankers' 
Acceptances (BAs) and letters of credit. Borrowings in USD may take the form of Base Rate Advances, London Interbank Offer 
Rate (LIBOR) Advances and letters of credit. The facility also provides coverage for overdrafts on Nalcor's bank accounts, with 
interest calculated at the Prime Rate.  

On August 9, 2019 Hydro signed an extension to its $200.0 million CAD or USD equivalent committed revolving term credit facility 
resulting in a revised maturity date of July 27, 2021. As at December 31, 2019, there were no amounts drawn on the facility 
(2018 - $nil). Borrowings in CAD may take the form of Prime Rate Advances, BAs and letters of credit. Borrowings in USD may 
take the form of Base Rate Advances, LIBOR Advances and letters of credit. The facility also provides coverage for overdrafts on 
Hydro's bank accounts, with interest calculated at the Prime Rate.  

In addition, Hydro utilized its $300.0 million government guaranteed promissory note program to fulfil its short-term funding 
requirements. As at December 31, 2019, there was a $233.0 million promissory note outstanding with a maturity date of January 
7, 2020 bearing an average interest rate of 1.82% (2018 - $189.0 million bearing an interest rate of 1.77%). Upon maturity, the 
promissory note was reissued. 

Churchill Falls maintains a $10.0 million CAD or USD equivalent unsecured demand operating credit facility with its banker. 
Advances may take the form of Prime Rate advance, or the issuance of a BA with interest calculated at the Prime Rate or 
prevailing Government BA Fee.  The facility provides coverage for overdrafts on Churchill Falls' bank accounts, with interest 
calculated at the Prime Rate.  There were no amounts drawn on this facility as at December 31, 2019 (2018 - $nil). 

Churchill Falls has issued three irrevocable letters of credit totalling $2.0 million (2018 - $2.0 million to issue three irrevocable 
letters of credit), $1.0 million of which does not impact the borrowing limit of the operating facility (2018 - $1.0 million).  The 
letters of credit ensure satisfactory management of its waste management system and compliance with a certificate of approval 
for the transportation of special and hazardous wastes, granted by the Provincial Department of Environment and Conservation.   

Oil and Gas maintains a $30.0 million CAD or USD equivalent unsecured credit facility with its banker and as at December 31, 
2019, there were no amounts drawn on this facility (2018 - $nil).  Borrowings in CAD may take the form of Prime Rate Advances 
and letters of credit. Borrowings in USD may take the form of Base Rate Advances and letters of credit. $22.2 million of the 
borrowing limit has been used to issue two irrevocable letters of credit (2018 - $23.3 million to issue two irrevocable letters of 
credit) to ensure compliance with service agreements and regulations relating to petroleum and natural gas exploration and 
production activities. During the year one of the existing letters of credit was reduced by $1.1 million to reflect the amended 
amount. 
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