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INDEPENDENT AUDITORS’ REPORT 

To the Shareholder of Guelph Junction Railway Company 

Opinion 

We have audited the financial statements of Guelph Junction Railway Company (the Entity), 

which comprise: 

 the statement of balance sheet as at December 31, 2019  

 the statement of comprehensive income for the year then ended 

 the statement of changes in equity for the year then ended 

 the statement of cash flows for the year then ended 

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

policies 

(Hereinafter referred to as the “financial statements”). 

 

In our opinion, the accompanying financial statements present fairly, in all material respects, 

the financial position of the Entity as 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.  Our responsibilities under those standards are further described in the 

“Auditors’ Responsibilities for the Audit of the Financial Statements” section of our 

auditors’ report.   

We are independent of the Entity 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 International Financial Reporting Standards (IFRS), and for 

such internal control as management determines is necessary to enable the preparation of 

financial statements that are free from material misstatement, whether due to fraud or error. 

In preparing the financial statements, management is responsible for assessing the Entity’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 Entity or to cease operations, or has no realistic alternative but to do so. 

Those charged with governance are responsible for overseeing the Entity’s financial 

reporting process. 

Auditors’ Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements 

as a whole are free from material misstatement, whether due to fraud or error, and to issue 

an auditors’ report that includes our opinion.  

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit 

conducted in accordance with Canadian generally accepted auditing standards will always 

detect a material misstatement when it exists.  

Misstatements can arise from fraud or error and are considered material if, individually or in 

the aggregate, they could reasonably be expected to influence the economic decisions of 

users taken on the basis of the financial statements. 

As part of an audit in accordance with Canadian generally accepted auditing standards, we 

exercise professional judgment and maintain professional skepticism throughout the audit.  

We also: 

 

 Identify and assess the risks of material misstatement of the financial statements, 

whether due to fraud or error, design and perform audit procedures responsive to those 

risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for 

our opinion.  

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 Entity'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 Entity's 

ability to continue as a going concern. If we conclude that a material uncertainty exists, 

we are required to draw attention in our auditors’ report to the related disclosures in the 

financial statements or, if such disclosures are inadequate, to modify our opinion. Our 

conclusions are based on the audit evidence obtained up to the date of our auditors’ 

report. However, future events or conditions may cause the Entity to cease to continue 

as a going concern. 

 Evaluate the overall presentation, structure and content of the financial statements, 

including the disclosures, and whether the financial statements represent the underlying 

transactions and events in a manner that achieves fair presentation. 

 Communicate with those charged with governance regarding, among other matters, the 

planned scope and timing of the audit and significant audit findings, including any 

significant deficiencies in internal control that we identify during our audit.  

 

 

Chartered Professional Accountants, Licensed Public Accountants 

Waterloo, Canada 

May 12, 2020 



Guelph Junction Railway Limited
Balance sheet

2019 2018

$ $

Assets

Current assets

Cash 568,040          648,896          

Accounts receivable 1,157,631       673,020          

Inventory 76,408            103,329          

1,802,079       1,425,245       

Property, plant and equipment (note 3) 12,658,745     11,583,081     

14,460,824     13,008,326     

Liabilities and equity

Current liabilities

Accounts payable and accrued liabilities 237,021          209,762          

Due to City of Guelph 344,460          321,139          

Current portion of long-term debt (note 5) 1,519,521       118,753          

Deferred revenue -                  34,524            

2,101,002       684,178          

Long-term debt (note 5) -                      1,519,551       

Deferred capital contributions (note 4) 1,938,722       1,395,713       

4,039,724       3,599,442       

Share capital (note 7) 1                     1                     

Retained earnings (note 9) 10,421,099     9,408,883       

10,421,100     9,408,884       

14,460,824     13,008,326     

Approved by the Board:

Chair

as at December 31, 2019
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Guelph Junction Railway Limited
Statement of comprehensive income 
year ended December 31, 2019

2019 2018

$ $

Revenue

Freight movement 3,728,233       3,211,088       

Non-freight movement 917,044          731,230          

Amortization of deferred capital contributions 68,049            49,500            

4,713,326       3,991,818       

Expense

Freight movement 2,482,890       2,126,806       

Track maintenance 361,648          360,939          

Depreciation 372,396          340,428          

Administration and office 307,666          258,571          

Interest on long-term debt 49,020            61,197            

Expropriation costs 23,192            15,159            

Business development 15,958            79,998            

Audit & legal 8,340              8,168              

3,621,110       3,251,266       

Net comprehensive income for the year 1,092,216       740,552          
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Guelph Junction Railway Limited
Statement of changes in equity
year ended December 31, 2019

2019 2018

$ $

Retained earnings, beginning of year 9,408,883 8,668,331

Dividends to Shareholder (note 6) (80,000)           -                      

Net comprehensive income for the year 1,092,216 740,552

Retained earnings, end of year 10,421,099 9,408,883

Share capital, beginning and end of year 1 1

Equity, end of year 10,421,100 9,408,884
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Guelph Junction Railway Limited
Statement of cash flows
year ended December 31, 2019

2019 2018

$ $

Operating activities

Cash from operations

Net income from operations 1,092,216     740,552        

Items not affecting cash:

Amortization of deferred capital contributions (68,049)         (49,500)         

Depreciation of property, plant and equipment 372,396        340,428        

Changes in non-cash operating working capital components:

Change in accounts receivable (484,611)       (35,532)         

Change in due to City of Guelph 23,321          215,024        

Change in inventory 26,921          (46,386)         

Change in accounts payable and accrued liabilities 27,259          (251,882)       

Change in deferred revenue (34,524)         (24,903)         

Change in dividend payable -                    (100,000)       

954,929        787,801        

Investing activity

Acquisition of property, plant and equipment (1,448,060)    (791,524)       

Capital contributions 611,058        400,771        

(837,002)       (390,753)       

Financing activity

Repayment of long-term debt (118,783)       (309,666)       

Dividends paid (80,000)         -                    

(198,783)       (309,666)       

Increase in cash during the year (80,856)         87,382          

Cash, beginning of year 648,896        561,514        

Cash, end of year 568,040        648,896        
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Guelph Junction Railway Limited 
Notes to the financial statements 

December 31, 2019 
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1. Description of business

Guelph Junction Railway Limited (the “Company”) was incorporated under the laws of Canada in 1884. 
The Company is wholly owned by The City of Guelph and is exempt from income taxes.  The Company 
is engaged in the rail and related transportation business in Southwestern Ontario.

The Company’s head office is located at 1 Carden Street, Guelph, Ontario and is a subsidiary of the City 
of Guelph.

The financial statements have been approved by the Board of Directors and authorized for issue on May 
12, 2020.

2. Significant accounting policies

Basis of accounting

The financial statements of the Company have been prepared in accordance with International Financial 
Reporting Standards (“IFRS”), as issued by the International Accounting Standards Boards (“IASB”). The 

policies set out below were consistently applied to all the periods presented unless otherwise noted 
below.

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

Revenue recognition

Revenue recognition

Revenues are recorded based on the five-step approach outlined by IFRS 15:

• Step 1: Identify the contract(s) with a customer

• Step 2: Identify the performance obligations in the contract.

• Step 3: Determine the transaction price.

• Step 4: Allocate the transaction price to the performance obligations in the contract.

• Step 5: Recognize revenue when (or as) the Company satisfies a performance obligation. 

The Company recognizes revenue when (or as) a performance obligation is satisfied, which is when 
control of the goods or services underlying the particular performance obligation is transferred to the 
customer. A performance obligation represents a good and service (or a bundle of goods or services) 
that is distinct or a series of distinct goods or services that are substantially the same. 

The Company’s service revenue is recognized as the service is provided. These services are usually 
billed and paid for on a monthly basis. 

Inventory 

Inventory is valued at the lower of cost and net realizable value on a first-in, first-out basis. 

Property, plant and equipment 

Property, plant and equipment are recorded at cost, net of accumulated depreciation and accumulated 
impairment losses. Cost includes the acquisition cost, labour and other costs directly attributable to 
bringing the asset to a working condition for its intended use. When significant components of an item of 
property, plant and equipment have different useful lives, they are accounted for as separate items of 
property, plant and equipment. 

An item of property, plant and equipment is derecognized upon disposal or when no future economic 
benefits are expected from its use or disposal. Any gain or loss arising on derecognition of the asset 
(calculated as the difference between the net disposal proceeds and the carrying amount of the asset) is 
included in earnings in the period the asset is derecognized. 



Guelph Junction Railway Limited 
Notes to the financial statements 

December 31, 2019 
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2. Significant accounting policies (continued) 

Depreciation is calculated using the declining-balance method at rates designed to amortize the cost of 
the assets less their residual values over their estimated useful lives as follows: 

Tracks and structures 4% 
Bridges 4% 
Buildings 4% 
Switches 4% 
Crossing equipment 4% 

Work in progress is not depreciated until the equipment is put into active use.  

Depreciation methods, useful lives and residual values are reviewed annually and adjusted 
prospectively if appropriate. 

Leases 

Under IAS 17 

In the comparative period, assets held under leases were classified as operating leases and were not 
recognized in the Company’s statement of financial position. Payments made under operating leases 
were recognized in profit or loss on a straight-line basis over the term of the lease.  

Policy applicable from January 1, 2019 

At inception of a contract, the Company assesses whether a contract is, or contains, a lease.  A contract 
is, or contains, a lease if the contract conveys the right to control the use of an identified asset for a 
period of time in exchange for consideration.  To assess whether a contract conveys the right to control 
the use of an identified asset, the Company assesses whether: 

(i) The contract involves the use of an identified asset; 

(ii) The Company has the right to obtain substantially all of the economic benefits from use of the 
asset throughout the period of use; and 

(iii) The Company has the right to direct the use of the asset.  The Company has this right when it 
has the decision-making rights that are most relevant to changing how and for what purpose the 
asset is used is predetermined, the Company has the right to direct the use of the asset if 
either: 

a. The Company has the right to operate the asset; or 

b. The Company designed the asset in a way that predetermines how and for what 
purposes it will be used. 

This policy is applied to contracts entered into, or changed, on or after January 1, 2019. 

Impairment of long-lived assets 

At the end of each reporting period, the Company reviews the carrying amounts of its tangible and 
intangible assets to determine whether there is any indication that those assets have suffered an 
impairment loss. If any such indication exists, the recoverable amount of the asset is estimated in order 
to determine the extent of the impairment loss (if any). Where it is not possible to estimate the 
recoverable amount of an individual asset, the Company estimates the recoverable amount of the cash-
generating unit to which the asset belongs. Where a reasonable and consistent basis of allocation can 
be identified, corporate assets are also allocated to individual cash-generating units, or otherwise they 
are allocated to the smallest group of cash-generating units for which a reasonable and consistent 
allocation basis can be identified.  

Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested for 
impairment at least annually, and whenever there is an indication that the asset may be impaired. 

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in 
use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate  



Guelph Junction Railway Limited 
Notes to the financial statements 

December 31, 2019 
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2. Significant accounting policies (continued) 

that reflects current market assessments of the time value of money and the risks specific to the asset 
for which the estimates of future cash flows have not been adjusted.  

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying 
amount, the carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount. 
An impairment loss is recognized immediately in earnings.  

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating 
unit) is increased to the revised estimate of its recoverable amount, but so that the increased carrying 
amount does not exceed the carrying amount that would have been determined had no impairment loss 
been recognized for the asset (or cash-generating unit) in prior years. A reversal of an impairment loss 
is recognized immediately in earnings. 

Financial instruments 

At initial recognition, the Company measures its financial assets at fair value plus, in the case of a 
financial asset not at fair value through profit or loss, transaction costs that are directly attributable to the 
acquisition of the financial asset. Transaction costs of financial assets carried at fair value through profit 
or loss are expensed in profit or loss. 

Subsequent measurement of the financial asset depends on the classification determined on initial 
recognition. Financial assets are classified as either amortized cost, fair value through other 
comprehensive income or fair value through profit or loss, depending on its business model for 
managing the financial assets and the contractual cash flow characteristics of the financial assets. 
Financial assets are not reclassified subsequent to their initial recognition, unless the Company changes 
its business model for managing financial assets. 

Financial liabilities are initially measured at fair value, net of transaction costs incurred. They are 
subsequently carried at amortized cost using the effective interest rate method; any difference between 
the proceeds (net of transaction costs) and the redemption value is recognized as an adjustment to 
interest expense over the period of the borrowings. 

The Company has classified its financial instruments, in accordance with IFRS 9, as follows:  cash, 
accounts receivable, accounts payable, Due to City of Guelph and long-term debt are classified as 
amortized cost.   

Financial assets and liabilities are recorded in the statement of financial position as current if they 
mature within one year and non-current if they mature after one year. 

Impairment of financial assets 

The Company recognizes a loss allowance for expected credit losses on a financial asset that is 
designated as amortized cost or fair value through other comprehensive income.  For financial assets 
designated as fair value through other comprehensive income, the loss allowance is recognized in other 
comprehensive income and is not reflected in the carrying amount of the financial asset in the statement 
of financial position. 

At each reporting date, the Company assesses whether there is any objective evidence that the credit 
risk associated with a financial asset not carried at fair value through profit or loss has increased 
significantly since initial recognition.  In the event there is a significant increase in credit risk, a loss 
allowance is recorded at an amount equal to the lifetime expected credit losses arising from the financial 
asset.  If, at the reporting date, the credit risk has not increased significantly, the loss allowance is 
measured at an amount equal to the twelve-month expected credit losses. 

The carrying values of cash, accounts receivable, and accounts payable approximate their fair values 
due to the short-term nature of these financial instruments. The fair value of long-term debt represents 
the value as at December 31, 2019, based on interest rates in effect as at that date available to the 
Company for the same or similar debt instruments. 
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December 31, 2019 
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2. Significant accounting policies (continued) 

Government grants and other contributions 

Government grants are recognized in net income on a systematic basis over the periods in which the 
Company recognizes as expenses the related costs for which the grants were intended to compensate.  

Grants that take the form of a transfer of a non-monetary asset for the use of the Company are 
recognized as deferred contributions in the balance sheet and measured based on the fair value of the 
asset received. Deferred contributions are transferred to net income on a systematic and rational basis 
over the useful life of the related assets. 

Significant accounting estimates and judgments 

The preparation of financial statements requires management to make estimates, assumptions and 
judgments that affect the application of accounting policies and the reported amounts of assets and 
liabilities and the disclosure of contingent assets and liabilities at the date of the financial statements, 
and reported revenues and expenses during the reporting period. Due to the inherent uncertainty 
involved in making such estimates and judgments, actual results reported could differ from those 
estimates and judgments. Significant judgments include the determination of cash-generating units for 
impairment testing and determination of useful lives of property, plant and equipment. 

Recent accounting pronouncements 

The Company is evaluating the adoption of the following new and revised standards along with any 
subsequent amendments. 

a) Accounting pronouncements adopted in the current year: 

The Corporation has applied IFRS 16 with a date of initial application of January 1, 2019.  As a result, 
the Corporation has changed its accounting policy for lease contracts as detailed below.  The 
Corporation has applied IFRS 16 using the retrospective approach.  The details of the changes in 
accounting policies are disclosed below. 

Previously, the Corporation determined at contract inception whether an arrangement is or contains a 
lease under IFRIC 4.  Under IFRS 16, the Corporation assesses whether a contract is or contains a 
lease based on the definition of a lease under IFRS 16.  As a lessee, the Corporation previously 
classified leases as operating or finance leases based on its assessment of whether the lease 
transferred significantly all of the risks and rewards incidental to ownership of the underlying asset to the 
Corporation.  Under IFRS 16, the Corporation recognizes right-of-use assets and lease liabilities for 
most leases – i.e. these leases are on-balance sheet. 

There are no transitional impacts to report as the Corporation has not entered into significant leasing 
arrangements and has determined that there are no arrangements that contain a lease. 
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Notes to the financial statements 

December 31, 2019 
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3. Property, plant and equipment 

 

 

 

 

 

  

2019

Cost

 Opening cost  Additions  Disposals  Ending cost 

 $  $  $  $ 

Land 2,997,210          -                    -                    2,997,210          

Tracks and structures 8,362,954          534,311             -                    8,897,265          

Bridges 1,917,827          55,703              -                    1,973,530          

Buildings 481,327             -                    -                    481,327             

Switches 158,599             78,025              -                    236,624             

Crossing equipment 806,928             780,021             -                    1,586,949          

Work in progress -                    -                    -                    -                    

14,724,845        1,448,060          -                    16,172,905        

2019

Accumulated depreciation

 Opening 

balance  Depreciation  Disposals  Ending balance 

 $  $  $  $ 

Land -                    -                    -                    -                    

Tracks and structures 2,625,109          240,200             -                    2,865,309          

Bridges 141,628             72,162              -                    213,790             

Buildings 240,865             9,618                -                    250,483             

Switches 83,270              4,574                -                    87,844              

Crossing equipment 50,892              45,842              -                    96,734              

Work in progress -                    -                    -                    -                    

3,141,764          372,396             -                    3,514,160          

2019

Net Book Value

 Opening net 

book value 

 Ending net 

book value 

 $  $ 

Land 2,997,210          2,997,210          

Tracks and structures 5,737,845          6,031,956          

Bridges 1,776,199          1,759,740          

Buildings 240,462             230,844             

Switches 75,329              148,780             

Crossing equipment 756,036             1,490,215          

Work in progress -                    -                    

11,583,081        12,658,746        
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3. Property, plant and equipment (continued) 

 

 

 

 
 
 
 
 
 

2018

Cost

 Opening cost  Additions  Disposals  Ending cost 

 $  $  $  $ 

Land 2,997,210         -                   -                   2,997,210         

Tracks and structures 7,908,707         477,747            23,500              8,362,954         

Bridges 1,917,827         -                   -                   1,917,827         

Buildings 481,327            -                   -                   481,327            

Switches 158,599            -                   -                   158,599            

Crossing equipment 464,409            352,379            9,860               806,928            

Work in progress 38,602              0 38,602              -                   

13,966,681       830,126            71,962              14,724,845       

2018

Accumulated depreciation

 Opening balance  Depreciation  Disposals  Ending balance 

 $  $  $  $ 

Land -                   -                   -                   -                   

Tracks and structures 2,419,509         229,100            23,500              2,625,109         

Bridges 67,620              74,008              -                   141,628            

Buildings 230,845            10,020              -                   240,865            

Switches 80,130              3,140               -                   83,270              

Crossing equipment 36,592              24,160              9,860               50,892              

Work in progress -                   -                   -                   -                   

2,834,696         340,428            33,360              3,141,764         

2018

Net Book Value

 Opening net 

book value 

 Ending net book 

value 

 $  $ 

Land 2,997,210         2,997,210         

Tracks and structures 5,489,198         5,737,845         

Bridges 1,850,207         1,776,199         

Buildings 250,482            240,462            

Switches 78,469              75,329              

Crossing equipment 427,817            756,036            

Work in progress 38,602              -                   

11,131,985       11,583,081       
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4. Deferred capital contributions 

2019 2018

Net book Net book

value value

$ $

Deferred contributions - gross 2,531,641    1,920,582    

Less: accumulated amortization (592,919)     (524,869)     

1,938,722    1,395,713    

 

5. Long-term debt 

 The Company entered into three long-term debt facilities with the Royal Bank of Canada (“RBC”) for the 
purpose of constructing two new rail yards within the limits of the City of Guelph.   These projects were 
completed and put into use during 2012. The remaining two RBC loans were fully extinguished in 2019. 

 The Company entered into a long-term loan agreement with the City for the purpose of reconstructing a 
bridge. 

2019 2018

$ $

RBC Fixed term loan, repayable monthly,  blended principal 

   and interest at 3.41%, maturing June 2019 -              58,521         

RBC Fixed term loan, repayable monthly,  blended principal 

   and interest at 3.41%, maturing June 2019 -              11,455         

City of Guelph fixed term loan, repayable monthly, blended

  principal and interest at 3.395%, maturing December 2020 1,519,521    1,568,328    

1,519,521    1,638,304    

Less: current portion of long-term debt (1,519,521)  (118,753)     

Long-term debt 1,519,521    3,157,855    

  

The debt is repayable as follows: 

 

$

2020 1,519,521                 

1,519,521                 

 

The debt facilities are secured by a general security arrangement over all inventory, accounts receivable 
and property, plant and equipment.    

The Company is onside with the financial covenants related to these debt facilities. 

The Treasurer for the City of Guelph has signed a statement that the City intends to enter into an 
agreement to refinance the City of Guelph fixed term loan due December 31, 2020.  
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6. Dividend to Shareholder 

 On March 1, 2019, the Board of Directors declared a dividend of $80,000 based on the income earned 
in the year ended December 31, 2019.  The dividend was paid on April 1, 2019. 

7. Share capital 

Authorized, unliminted number

Common shares

Issued and outstanding December 31, December 31,
. 2019 2018

$ $
1 Common share 1                      1                    

1                      1                    

 

8. Related party transactions 

The Company is wholly owned by The City of Guelph. The City pays certain expenses and receives 
revenues on behalf of the Company for which the Company reimburses the City.  During the year, these 
net expenses for which the Company reimbursed the City amounted to $405,083 (2018 - $512,304). The 
Company also receives direct revenue from the City which amounted to $232,986 (2018 -$122,309). The 
Company also paid the City $54,500 (2018 - $55,250) in office rent and administration fees for the year. 
These transactions were made in the normal course of business and have been recorded at the exchange 
amounts. 

In 2015 the Company entered into a loan agreement with the City to finance the reconstruction of a bridge.  
In 2019 principal and interest payments were $48,800 and $52,490 respectively (2018 – $47,173, 
$54,116).  

Members of the board of directors are unpaid.   

The remuneration of key management personnel during the year was $169,980.57 (2018 - $163,668).   

9. Capital management 

The Company’s manages its capital to ensure sufficient liquidity to protect the Company’s long-term 
viability as a going concern. 

The Company’s total capital is defined as shareholder’s equity. Shareholder’s equity at December 31, 
2019 is $10,421,102 (December 31, 2018 - $9,408,884). There have been no changes to the Company’s 
approach on capital management.  

The company has certain restrictions to its capital as part of the debt facility agreements entered into with 
RBC. 

10. Financial risk management 

Financial assets and liabilities 

The following table analyzes financial assets and liabilities by the categories defined in IAS 39. In addition, 
IFRS 7 requires that financial instruments held at fair value be categorized into one of the following three 
levels to reflect the degree to which observable inputs are used in determining the fair values: 

 ‘Level 1’ fair value measurements are those derived without adjustment from quoted prices in active 
markets for identical assets or liabilities. 

  ‘Level 2’ fair value measurements are those derived from inputs other than quoted prices included 
within Level 1 that are observable for the asset or liability, either directly (i.e. as prices) or indirectly 
(i.e. derived from prices). 
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10. Financial risk management (continued) 

 ‘Level 3’ fair value measurements are those derived from valuation techniques that include inputs for 
the asset or liability that are not based on observable market data (unobservable inputs). 

The Company has no financial assets or financial liabilities held at fair value. 

$ $ $ $ $ $

As at December 31, 2019

Financial assets not held at fair value

Cash 568,040           -                  -                       -                    568,040        568,040        

Trade and other receivables 1,157,631        -                  -                       -                    1,157,631     1,157,631     

Financial assets held at fair value -                      -                  -                       -                    -                   -                    

Total financial assets 1,725,671        -                  -                       -                    1,725,671     1,725,671     

Financial liabilities not held at fair value

Trade and other payables -                      -                  237,017            -                    237,017        237,017        

Due to City of Guelph -                      -                  344,460            -                    344,460        344,460        

Current portion of long-term debt -                      -                  1,519,522         -                    1,519,522     1,519,522     

Long-term debt -                      -                  -                       -                    -                   -                    

Financial liabilities held at fair value -                      -                  -                       -                    -                   -                    

Total financial liabilities -                      -                  2,100,999         -                    2,100,999     2,100,999     

 Fair value 
 Loans and 

receivables 

 Available for 

sale 

 Liabilities at 

amortized cost 

 Fair value 

through profit 

or loss 

 Total 

carrying value 

 
The fair value of the Company’s external long-term debt approximates its carrying value as the interest 
rate approximates market. The fair value of the debt payable to the City of Guelph, a related party, is 
undeterminable. 

$ $ $ $ $ $

As at December 31, 2018

Financial assets not held at fair value

Cash 648,896           -                  -                       -                    648,896        648,896        

Trade and other receivables 673,020           -                  -                       -                    673,020        673,020        

Financial assets held at fair value -                      -                  -                       -                    -                   -                    

Total financial assets 1,321,916        -                  -                       -                    1,321,916     1,321,916     

Financial liabilities not held at fair value

Trade and other payables -                      -                  209,762            -                    209,762        209,762        

Due to City of Guelph -                      -                  321,139            -                    321,139        321,139        

Current portion of long-term debt -                      -                  118,753            -                    118,753        118,753        

Long-term debt -                      -                  1,519,551         -                    1,519,551     1,519,551     

Financial liabilities held at fair value -                      -                  -                       -                    -                   -                    

Total financial liabilities -                      -                  2,169,205         -                    2,169,205     2,169,205     

 Fair value 
 Loans and 

receivables 

 Available for 

sale 

 Liabilities at 

amortized cost 

 Fair value 

through profit 

or loss 

 Total 

carrying value 
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10. Financial risk management (continued) 

Interest rate risk 

Interest rate risk is the risk that market rates will fluctuate and affect the debt carrying costs paid by the 
Company.  The Company has three fixed rate term loans and is only exposed to interest rate risk upon 
year five when the facilities will be renewed for an additional two year term.  

          Currency risk 

The Company realizes an insignificant portion of its income in US dollars and is thus not exposed to foreign 
exchange risk.  

Credit risk 

Credit risk is the risk that a counter party will default on its contractual obligations resulting in financial loss 
to the Company. 

The Company’s maximum exposure to credit risk is the carrying value of financial assets on the statement 
of financial position.   

Liquidity risk 

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with financial 
liabilities. 

All contractual cash flows related to the Company's financial liabilities are expected to be settled within 
one year except for those amounts due to the City of Guelph and the long-term debt which is also payable 
to the City of Guelph and is due in December 2020. The Treasurer for the City of Guelph has signed a 
statement that the City intends to enter into an agreement to refinance the fixed term loan due December 
31, 2020. 
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