TWIN FALLS POWER CORPORATION LIMITED
CONDENSED INTERIM FINANCIAL STATEMENTS
June 30, 2018
(Unaudited)

TWIN FALLS POWER CORPORATION LIMITED
STATEMENT OF FINANCIAL POSITION
(Unaudited)

As at (thousands of Canadian dollars)

ASSETS
Current assets
Cash and cash equivalents
Short-term investments
Other receivables
Prepayments
Total current assets
Non-current assets
Property, plant and equipment
Total assets
LIABILITIES AND EQUITY
Current liabilities
Other payables
Environmental liabilities
Total current liabilities
Non-current liabilities
Deferred income taxes
Total liabilities
Shareholders' equity
Share capital
Retained earnings
Total equity
Total liabilities and equity
Commitments and contingencies (Note 9)
See accompanying notes

Notes

3

4

June 30
2018

December 31
2017

421
5,423
13
5,857

861
5,046
8
12
5,927

15
5,872

16
5,943

11
23
34

68
23
91

1
35

1
92

2,513
3,324
5,837
5,872

2,513
3,338
5,851
5,943

TWIN FALLS POWER CORPORATION LIMITED
STATEMENT OF (LOSS) PROFIT AND COMPREHENSIVE (LOSS) INCOME
(Unaudited)

For the period ended June 30 (thousands of Canadian dollars)

Other revenue
Finance income
Revenue
Operating costs
Depreciation
Expenses
(Loss) profit before income taxes
Current income tax (recovery) expense
Income tax (recovery) expense
(Loss) profit and comprehensive (loss) income for the period
See accompanying notes

Notes

5

6
3

Three months ended
2018
2017

Six months ended
2018
2017

24
24

207
13
220

40
40

207
23
230

30
1
31
(7)

48
1
49
171

62
1
63
(23)

91
3
94
136

(3)
(3)
(4)

36
36
135

(9)
(9)
(14)

27
27
109

TWIN FALLS POWER CORPORATION LIMITED
STATEMENT OF CHANGES IN EQUITY
(Unaudited)

Balance at January 1, 2018
Loss for the period
Balance at June 30, 2018

Share
Capital
2,513
2,513

Retained
Earnings
3,338
(14)
3,324

Total
5,851
(14)
5,837

Balance at January 1, 2017
Profit for the period
Balance at June 30, 2017

2,513
2,513

3,095
109
3,204

5,608
109
5,717

(thousands of Canadian dollars)

TWIN FALLS POWER CORPORATION LIMITED
STATEMENT OF CASH FLOWS
(Unaudited)

For the period ended June 30 (thousands of Canadian dollars)

Operating activities
(Loss) profit for the period
Adjusted to reconcile (loss profit) to
cash provided from (used in) operating activities:
Depreciation
Current income tax (recovery) expense
Finance income

Notes

Three months ended
2018
2017

Six months ended
2018
2017

(4)

135

(14)

109

1
(3)
(24)
(30)
8
55
33

1
36
(13)
159
43
2
204

1
(9)
(40)
(62)
(7)
58
(1)
(33)
(45)

3
27
(23)
116
19
12
147

Investing activity
Increase in short-term investments
Net cash used in investing activity

(5,455)
(5,455)

(5,007)
(5,007)

(395)
(395)

(5,007)
(5,007)

Net decrease in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

(5,422)
5,843
421

(4,803)
5,515
712

(440)
861
421

(4,860)
5,572
712

Changes in non-cash working capital balances
Interest received
Interest paid
Income taxes paid
Net cash provided from (used in) operating activities

See accompanying notes

3

10

TWIN FALLS POWER CORPORATION LIMITED
NOTES TO CONDENSED INTERIM FINANCIAL STATEMENTS
1.

DESCRIPTION OF BUSINESS AND GOING CONCERN
Twin Falls Power Corporation Limited (Twin Falls) is incorporated under the laws of Canada and has developed a 225
megawatt (MW) hydroelectric generating plant on the Unknown River in Labrador. On December 31, 2014, the Sublease dated November 15, 1961 with Churchill Falls (Labrador) Corporation Limited (Churchill Falls) for the right to
develop hydroelectric power on the Unknown River (the Sub-lease) expired. Twin Falls is 33.3% owned by Churchill
Falls, of which Newfoundland and Labrador Hydro (Hydro) owns 65.8% and whose parent company is Nalcor Energy
(Nalcor). The remaining portion is owned 49.6% by Iron Ore Company of Canada (IOC), 12.5% by Wabush Resources
Inc. (Wabush Mines) and 4.6% by Wabush Iron Co. Limited (Wabush Mines). Twin Falls’ head office is located at 500
Columbus Drive, St. John’s, Newfoundland and Labrador, A1B 3T5, Canada.
These condensed interim financial statements have been prepared by Management on a going concern basis, which
assumes Twin Falls will be able to realize its assets and discharge its liabilities in the normal course of operations for
the foreseeable future.

2.

SIGNIFICANT ACCOUNTING POLICIES

2.1

Statement of Compliance and Basis of Measurement
These condensed interim financial statements have been prepared in accordance with International Accounting
Standards (IAS) 34 Interim Financial Reporting and have been prepared using accounting policies consistent with
those used in the preparation of the annual audited financial statements for the year ended December 31, 2017,
except for changes to the accounting for financial instruments from the adoption of IFRS 9 - Financial Instruments as
described in note 2.2.
These condensed interim financial statements do not include all of the disclosures normally found in Twin Falls’
annual audited financial statements and should be read in conjunction with the annual audited financial statements.
These condensed interim financial statements have been prepared on a historical cost basis and are presented in
Canadian dollars and all values rounded to the nearest thousand, except when otherwise noted. The Board of
Directors of Nalcor approved the condensed interim financial statements on August 13, 2018.

2.2

Application of new and revised International Financial Reporting Standards
IFRS 9 - Financial Instruments
IFRS 9 - Financial Instruments (as revised in July 2014) became effective for accounting periods commencing on
January 1, 2018. IFRS 9 introduces new requirements for the classification and measurement of financial assets and
financial liabilities, impairment for financial assets and general hedge accounting. Details of these new requirements
as well as their impact on Twin Falls’ condensed interim financial statements are described below.
Twin Falls has applied IFRS 9 in accordance with the transition provisions set out in IFRS 9.

2.2.1 Classification and measurement of financial assets
The date of initial application of IFRS 9 is January 1, 2018. Twin Falls has applied the requirements of IFRS 9 to
instruments that have not been derecognized as at January 1, 2018 and has not applied the requirements to
instruments that have already been derecognized as at January 1, 2018. Comparative amounts in relation to
instruments that have not been derecognized as at January 1, 2018 have been restated where appropriate.
All recognized financial assets that are within the scope of IFRS 9 are required to be subsequently measured at
amortized cost or fair value on the basis of the entity’s business model for managing the financial assets and the
contractual cash flow characteristics of the financial assets.
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TWIN FALLS POWER CORPORATION LIMITED
NOTES TO CONDENSED INTERIM FINANCIAL STATEMENTS
Management reviewed and assessed Twin Falls’ existing financial assets as at January 1, 2018 based on the facts and
circumstances that existed at that date, and concluded that the initial application of IFRS 9 has had the following
impact on Twin Falls’ financial assets as regards their classification and measurement:
• financial assets classified as loans and receivables under IAS 39 that were measured at amortized cost continue to
be measured at amortized cost under IFRS 9 as they are held within a business model to collect contractual cash
flows and these cash flows consist solely of payments of principal and interest on the principal amount
outstanding;
• short-term investments have been classified as financial assets at amortized cost under IFRS 9 as they are held
within a business model whose objective is to collect contractual cash flows, which consist solely of payments of
principal and interest on the principal amount outstanding;
Note 2.2.5 illustrates the change in classification of Twin Falls’ financial assets upon application of IFRS 9.
2.2.2 Impairment of financial assets
In relation to the impairment of financial assets, IFRS 9 requires an expected credit loss model as opposed to an
incurred credit loss model under IAS 39. The expected credit loss model requires Twin Falls to account for expected
credit losses and changes in those expected credit losses at each reporting date to reflect changes in credit risk since
initial recognition of the financial assets.
As at January 1, 2018, Management reviewed and assessed Twin Falls’ existing financial assets and amounts due
from customers for impairment using reasonable and supportable information that is available without undue cost
or effort in accordance with the requirements of IFRS 9 to determine the credit risk of the respective items at the
date they were initially recognized, and compared that to the credit risk as at January 1, 2017 and January 1, 2018.
The comparison made as at January 1, 2017, January 1, 2018 and June 30, 2018 determines whether 12-month
expected credit losses should be recognized or lifetime expected credit loss should be recognised where credit risk
has increased significantly for the respective financial instruments at that date. The change resulting from the
application of the impairment model under IFRS 9 has not resulted in a material adjustment from what was
previously recorded under IAS 39.
2.2.3 Classification and measurement of financial liabilities
The application of IFRS 9 has had no impact on the classification and measurement of Twin Falls’ financial liabilities.
2.2.4 General hedge accounting
The new general hedge accounting requirements retain the three types of hedge accounting. However, greater
flexibility has been introduced to the types of transactions eligible for hedge accounting, specifically broadening the
types of instruments that qualify for hedging instruments and the types of risk components of non-financial items
that are eligible for hedge accounting. In addition, the effectiveness test has been overhauled and replaced with the
principle of an ‘economic relationship’. Retrospective assessment of hedge effectiveness is also no longer required.
Enhanced disclosure requirements about Twin Falls’ risk management activities have also been introduced.
In accordance with IFRS 9’s transition provisions for hedge accounting, Twin Falls has applied IFRS 9 hedge
accounting requirements prospectively from the date of initial application on January 1, 2018.
The application of the IFRS 9 hedge accounting requirements has had no impact on the results and financial position
of Twin Falls for the current and/or prior years. Refer to note 7 for detailed disclosures regarding the Twin Falls’ risk
management activities.
2.2.5 Disclosures in relation to the initial application of IFRS 9
The table below illustrates the classification and measurement of financial assets and financial liabilities under IFRS 9
and IAS 39 at January 1, 2018.
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TWIN FALLS POWER CORPORATION LIMITED
NOTES TO CONDENSED INTERIM FINANCIAL STATEMENTS

2.3

Financial instrument

Category under IAS 39

Category under IFRS 9

Cash and cash equivalents

Loans and receivables

Amortized cost

Short-term investments

AFS financial assets

Amortized cost

Trade and other receivables

Loans and receivables

Amortized cost

Trade and other payables

Other financial liabilities

Amortized cost

Revisions to Significant Accounting Policies

2.3.1 Cash and Cash Equivalents and Short-term Investments
Cash and cash equivalents consist of amounts on deposit with Schedule 1 Canadian Chartered banks, as well as highly
liquid investments with maturities of three months or less. Investments with maturities greater than three months
and less than twelve months are classified as short-term investments.
2.3.2 Financial Instruments
Financial assets and financial liabilities are recognized in the Statement of Financial Position when Twin Falls
becomes a party to the contractual provisions of the instrument and are initially measured at fair value. Transaction
costs that are directly attributable to the acquisition or issue of financial assets and financial liabilities (other than
financial assets and financial liabilities at fair value through profit or loss) are added to or deducted from the fair
value of the financial assets or financial liabilities, as appropriate, on initial recognition. Transaction costs directly
attributable to the acquisition of financial assets or financial liabilities at fair value through profit or loss are
recognized immediately in profit or loss. All recognized financial assets and financial liabilities are subsequently
measured in their entirety at either amortized cost or fair value, depending on the classification of the financial
assets and financial liabilities.
Classification of Financial Instruments
Twin Falls has classified each of its financial instruments into the following categories: financial assets at amortized
cost and financial liabilities at amortized cost.
Financial instrument

Category

Cash and cash equivalents

Amortized cost

Short-term investments

Amortized cost

Trade and other receivables

Amortized cost

Trade and other payables

Amortized cost

(i) Effective Interest Method
The effective interest method is a method of calculating the amortized cost of a debt instrument and allocating
interest income or expense over the relevant period. The effective interest rate is the rate that exactly discounts
estimated future cash receipts or payments (including all fees on points paid or received that form an integral
part of the effective interest rate, transaction costs and other premiums or discounts) excluding expected credit
losses for debt financial assets, through the expected life of the debt instrument, or, where appropriate, a
shorter period to the gross carrying amount on initial recognition.
Income or expense is recognized on an effective interest basis for debt instruments other than those financial
assets and liabilities classified as at FVTPL.
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TWIN FALLS POWER CORPORATION LIMITED
NOTES TO CONDENSED INTERIM FINANCIAL STATEMENTS
Financial Assets
(ii) Financial Assets at Amortized Cost
The amortized cost of a financial asset is the amount at which the financial asset is measured at initial
recognition minus the principal repayments, plus the cumulative amortization using the effective interest
method of any difference between that initial amount and the maturity amount, adjusted for any loss allowance.
The gross carrying amount of a financial asset is the amortized cost of a financial asset before adjusting for any
loss allowance.
Interest income is calculated by applying the effective interest rate to the gross carrying amount of a financial
asset, except for financial assets that have subsequently become credit-impaired. For financial assets that have
subsequently become credit-impaired, interest income is recognized by applying the effective interest rate to
the amortized cost of the financial asset. If, in subsequent reporting periods, the credit risk on the creditimpaired financial instrument improves so that the financial asset is no longer credit-impaired, interest income is
recognized by applying the effective interest rate to the gross carrying amount of the financial asset.
Interest income is recognized in profit or loss and is included in the Net Finance (Income) Expense.
(iii) Financial Assets at FVTOCI
Financial assets classified at FVTOCI are initially measured at fair value plus transaction costs. Any change in the
carrying amount of these assets other than foreign exchange gains and losses, impairment gains and losses and
interest income are recognized in other comprehensive income accumulated in the fair value reserve. When
these assets are derecognized, the cumulative gains or losses previously recognized in other comprehensive
income are reclassified to profit or loss.
(iv) Financial Assets at FVTPL
Financial assets that do not meet the criteria for being measured at amortized cost or FVTOCI are measured at
FVTPL. Specifically:
• Investments in equity instruments are classified at FVTPL, unless Twin Falls designates an equity investment
that is neither held for trading nor a contingent consideration arising from a business combination at FVTOCI
on initial recognition.
• Debt instruments that do not meet the amortized cost criteria or the FVTOCI criteria are classified at FVTPL.
In addition, debt instruments that meet either the amortized cost criteria or the FVTOCI criteria may be
designated at FVTPL upon initial recognition if such designation eliminates or significantly reduces a
measurement or recognition inconsistency that would arise from measuring assets or liabilities or
recognising the gains and losses on them on different bases.
Twin Falls has not designated any debt instruments at FVTPL nor does Twin Falls hold any equity investments
classified at FVTPL.
Financial assets at FVTPL are measured at fair value at the end of each reporting period, with any fair value gains
or losses recognized in profit or loss to the extent they are not part of a designated hedging relationship. The net
gain or loss recognized in profit or loss includes any dividend or interest earned on the financial asset and is
included in the ‘Net Finance (Income) Expense’ line item.
Financial Liabilities
(v) Financial Liabilities at FVTPL
Financial liabilities are classified at FVTPL when the financial liability is contingent consideration of an acquirer in
a business combination to which IFRS 3 applies, held for trading, or it is designated as at FVTPL.
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TWIN FALLS POWER CORPORATION LIMITED
NOTES TO CONDENSED INTERIM FINANCIAL STATEMENTS
A financial liability is classified as held for trading if it has been acquired principally for the purpose of
repurchasing it in the near term; or on initial recognition it is part of a portfolio of identified financial
instruments that Twin Falls manages together and has a recent actual pattern of short-term profit-taking; or it is
a derivative, except for a derivative that is a financial guarantee contract or a designated and effective hedging
instrument.
A financial liability other than a financial liability held for trading or contingent consideration of an acquirer in a
business combination may be designated as at FVTPL upon initial recognition if:
• such designation eliminates or significantly reduces a measurement or recognition inconsistency that would
otherwise arise; or
• the financial liability forms part of a group of financial assets or financial liabilities or both, which is managed
and its performance is evaluated on a fair value basis, in accordance with Twin Falls’ documented risk
management or investment strategy, and information about the grouping is provided internally on that basis;
or
• it forms part of a contract containing one or more embedded derivatives, and IFRS 9 permits the entire
combined contract to be designated as at FVTPL.
Financial liabilities at FVTPL are stated at fair value with any gains or losses arising on changes in fair value
recognized in profit or loss to the extent that they are not part of a designated hedging relationship. The net gain
or loss recognized in profit or loss incorporates any interest paid on the financial liabilities and is included in Net
Finance (Income) Expense.
Financial liabilities that are designated as at FVTPL, the amount of change in the fair value of the financial liability
that is attributable to changes in the credit risk of that liability is recognized in other comprehensive income,
unless the recognition of the effects of changes in the liability's credit risk in other comprehensive income would
create or enlarge an accounting mismatch in profit or loss. The remaining amount of change in the fair value of
liability is recognized in profit or loss. Changes in fair value attributable to a financial liability's credit risk that are
recognized in other comprehensive income are not subsequently reclassified to profit or loss; instead, they are
transferred to retained earnings upon derecognition of the financial liability.
(vi) Financial liabilities at amortized cost
Financial liabilities that do not meet the criteria of FVTPL or are not designated as such are subsequently
measured at amortized cost using the effective interest method.
2.3.3 Derecognition of Financial Instruments
Twin Falls derecognizes a financial asset only when the contractual rights to the cash flows from the asset expire, or
when it transfers the financial asset and substantially all the risks and rewards of ownership of the asset to another
entity. If Twin Falls neither transfers nor retains substantially all the risks and rewards of ownership and continues to
control the transferred asset, its retained interest in the asset and any associated liability for amounts it may have to
pay is recognized. If Twin Falls retains substantially all the risks and rewards of ownership of a transferred financial
asset, it continues to recognize the financial asset and also recognizes the collateralized borrowing for the proceeds
received.
On derecognition of a financial asset measured at amortized cost, the difference between the asset's carrying
amount and the sum of the consideration received and receivable is recognized in profit or loss. In addition, on
derecognition of an investment in a debt instrument classified as at FVTOCI, the cumulative gain or loss previously
accumulated in the fair value reserve is reclassified to profit or loss. In contrast, on derecognition of an investment in
equity instrument which Twin Falls has elected on initial recognition to measure at FVTOCI, the cumulative gain or
loss previously accumulated in the fair value reserve is not reclassified to profit or loss, but is transferred to retained
earnings.
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TWIN FALLS POWER CORPORATION LIMITED
NOTES TO CONDENSED INTERIM FINANCIAL STATEMENTS
Twin Falls derecognizes financial liabilities when, and only when, its obligations are discharged, cancelled or they
expire. The difference between the carrying amount of the financial liability derecognized and the consideration paid
and payable, including any non-cash assets transferred or liabilities assumed, is recognized in profit or loss.
2.3.4 Impairment of Financial Assets
Twin Falls recognizes a loss allowance for expected credit losses on investments in debt instruments that are
measured at amortized cost or at FVTOCI. The amount of expected credit losses is updated at each reporting date to
reflect changes in credit risk since initial recognition of the respective financial instrument.
Twin Falls always recognizes lifetime expected credit losses (ECL) for trade and other receivables. The expected credit
losses on these financial assets are estimated based on Twin Falls’ historical credit loss experience, adjusted for
factors that are specific to the debtors, general economic conditions and an assessment of both the current as well
as the forecast direction of conditions at the reporting date, including time value of money where appropriate. Twin
Falls also records 12-month ECL for those financial assets which have low credit risk and where the low credit risk
exemption has been applied. The classes of financial assets that have been identified to have low credit risk are cash
and cash equivalents and short term investments.
For all other financial instruments, Twin Falls recognizes lifetime ECL when there has been a significant increase in
credit risk since initial recognition. If, on the other hand, the credit risk on the financial instrument has not increased
significantly since initial recognition, Twin Falls measures the loss allowance for that financial instrument at an
amount equal to 12-month ECL. The assessment of whether lifetime ECL should be recognized is based on significant
increases in the likelihood or risk of a default occurring since initial recognition instead of on evidence of a financial
asset being credit-impaired at the reporting date or an actual default occurring.
Lifetime ECL represents the expected credit losses that will result from all possible default events over the expected
life of a financial instrument. In contrast, 12-month ECL represents the portion of lifetime ECL that is expected to
result from default events on a financial instrument that are possible within 12 months after the reporting date.
Significant increase in credit risk
In assessing whether the credit risk on a financial instrument has increased significantly since initial recognition, Twin
Falls compares the risk of a default occurring on the financial instrument as at the reporting date with the risk of a
default occurring on the financial instrument as at the date of initial recognition. In making this assessment, Twin
Falls considers both quantitative and qualitative information that is reasonable and supportable, including historical
experience and forward-looking information that is available without undue cost or effort. Forward-looking
information considered includes the future prospects of the industries in which Twin Falls’ debtors operate, obtained
from economic expert reports, financial analysts, governmental bodies and other similar organizations, as well as
consideration of various external sources of actual and forecasted economic information that relate to Twin Falls’
core operations.
In particular, the following information is taken into account when assessing whether credit risk has increased
significantly since initial recognition:
•
•
•
•
•
•

an actual or expected significant deterioration in the financial instrument’s external (if available) or internal
credit rating;
significant deterioration in external market indicators of credit risk for a particular financial instrument,
existing or forecast adverse changes in business, financial or economic conditions that are expected to cause a
significant decrease in the debtor‘s ability to meet its debt obligations;
an actual or expected significant deterioration in the operating results of the debtor;
significant increases in credit risk on other financial instruments of the same debtor;
an actual or expected significant adverse change in the regulatory, economic, or technological environment of
the debtor that results in a significant decrease in the debtor’s ability to meet its debt obligations.
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TWIN FALLS POWER CORPORATION LIMITED
NOTES TO CONDENSED INTERIM FINANCIAL STATEMENTS
Irrespective of the outcome of the above assessment, Twin Falls presumes that the credit risk on a financial asset has
increased significantly since initial recognition when contractual payments are more than 30 days past due, unless
Twin Falls has reasonable and supportable information that demonstrates otherwise.
Twin Falls assumes that the credit risk on a financial instrument has not increased significantly since initial
recognition if the financial instrument is determined to have low credit risk at the reporting date. A financial
instrument is determined to have low credit risk if the financial instrument has a low risk of default, the borrower has
a strong capacity to meet its contractual cash flow obligations in the near term and adverse changes in economic and
business conditions in the longer term may, but will not necessarily, reduce the ability of the borrower to fulfil its
contractual cash flow obligations. Twin Falls considers a financial asset to have low credit risk when it has an internal
or external credit rating of ‘investment grade’ as per globally understood definition.
Twin Falls regularly monitors the effectiveness of the criteria used to identify whether there has been a significant
increase in credit risk and revises them as appropriate to ensure that the criteria are capable of identifying significant
increase in credit risk before the amount becomes past due.
Definition of default
Twin Falls considers that an event default has occurred when there is a breach of financial covenants by a
counterparty or information developed internally or obtained from external sources indicates that the debtor is
unlikely to pay its creditors, including Twin Falls, in full. Irrespective of the outcome of the above assessment, Twin
Falls considers that default has occurred when a financial asset is more than 90 days past due unless Twin Falls has
reasonable and supportable information to demonstrate that a more lagging default criterion is more appropriate.
Credit-impaired financial assets
A financial asset is credit-impaired when one or more events that have a detrimental impact on the estimated future
cash flows of that financial asset have occurred. Evidence that a financial asset is credit-impaired includes observable
data about significant financial difficulty of the issuer or the borrower; a breach of contract, such as a default or past
due event; the lender of the borrower, for economic or contractual reasons relating to the borrower’s financial
difficulty, having granted to the borrower a concession that the lender would not otherwise consider; it is becoming
probable that the borrower will enter bankruptcy or other financial reorganization; or the disappearance of an active
market for that financial asset because of financial difficulties.
Write-off policy
Twin Falls writes off a financial asset when there is information indicating that the counterparty is in severe financial
difficulty and there is no realistic prospect of recovery. Financial assets written off may still be subject to
enforcement activities under Twin Falls’ recovery procedures, taking into account legal advice where appropriate.
Any recoveries made are recognized in profit or loss.
Measurement and recognition of expected credit losses
The measurement of expected credit losses is a function of the probability of default, loss given default (i.e. the
magnitude of the loss if there is a default) and the exposure at default. The assessment of the probability of default
and loss given default is based on historical data adjusted by forward-looking information as described above. As for
the exposure at default, for financial assets, this is represented by the assets’ gross carrying amount at the reporting
date.
For financial assets, the expected credit loss is estimated as the difference between all contractual cash flows that
are due to Twin Falls in accordance with the contract and all the cash flows that Twin Falls expects to receive,
discounted at the original effective interest rate. For a lease receivable, the cash flows used for determining the
expected credit losses is consistent with the cash flows used in measuring the lease receivable in accordance with IAS
17 Leases.
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Where lifetime ECL is measured on a collective basis to cater for cases where evidence of significant increases in
credit risk at the individual instrument level may not yet be available, the financial instruments are grouped by the
nature of the financial instruments; past due status; nature and size of industry of debtors; nature of collaterals for
finance lease receivables; and external credit ratings where available. The grouping is regularly reviewed by
management to ensure the constituents of each group continue to share similar credit risk characteristics.
If Twin Falls has measured the loss allowance for a financial instrument at an amount equal to lifetime ECL in the
previous reporting period, but determines at the current reporting date that the conditions for lifetime ECL are no
longer met, Twin Falls measures the loss allowance at an amount equal to 12-month ECL at the current reporting
date.
Twin Falls recognizes an impairment gain or loss in profit or loss for all financial instruments with a corresponding
adjustment to their carrying amount through a loss allowance account, except for investments that are measured at
FVTOCI, for which the loss allowance is recognized in other comprehensive income and accumulated in the
investment revaluation reserve, and does not reduce the carrying amount of the financial asset in the statement of
financial position.
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3.

PROPERTY, PLANT AND EQUIPMENT
Transmission
and
Terminals

(thousands of Canadian dollars)

4.

Service
Facilities
and Other

Total

Cost
Balance at January 1, 2017
Disposals
Balance at December 31, 2017
Balance at June 30, 2018

41
41
41

125
(125)
-

166
(125)
41
41

Depreciation
Balance at January 1, 2017
Depreciation
Disposals
Balance at December 31, 2017
Depreciation
Balance at June 30, 2018

24
1
25
1
26

84
2
(86)
-

108
3
(86)
25
1
26

Carrying value
Balance at January 1, 2017
Balance at December 31, 2017
Balance at June 30, 2018

17
16
15

41
-

58
16
15

SHAREHOLDERS’ EQUITY
Share Capital
The share capital of Twin Falls is summarized below. The Class A shares are entitled to four votes per share and are
fully owned by Churchill Falls and the Class B shares are entitled to one vote per share but rank pari passu in all other
respects.
June 30 December 31
2018
2017

As at (thousands of Canadian dollars)

Share capital
Authorized
Class A shares without nominal or par value - 500,000
Class B shares without nominal or par value - 1,000,000
Issued, fully paid and outstanding
Class A shares – 250,000
Class B shares – 500,000

838
1,675
2,513

The voting rights of Twin Falls are held by Churchill Falls at 66.7%, IOC at 24.8% and Wabush Mines at 8.5%.
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5.

FINANCE INCOME

For the period ended June 30 (thousands of Canadian dollars)

Interest on short-term investments
Bank interest
Finance income

6.

Three months ended
2018
2017
21
11
3
2
24
13

Six months ended
2018
2017
35
11
5
12
40
23

Three months ended
2018
2017
9
13
10
21
6
7
5
5
2
30
48

Six months ended
2018
2017
21
41
17
23
11
14
10
10
3
3
62
91

OPERATING COSTS

For the period ended June 30 (thousands of Canadian dollars)

Salaries and benefits
Professional fees
Insurance
Audit fees
Other operating costs

7.

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

7.1

Fair Value
The estimated fair values of financial instruments as at June 30, 2018 and December 31, 2017 are based on relevant
market prices and information available at the time. Fair value estimates are based on valuation techniques which are
significantly affected by the assumptions used including the amount and timing of future cash flows and discount rates
reflecting various degrees of risk. As such, the fair value estimates are not necessarily indicative of the amounts that
Twin Falls might receive or incur in actual market transactions.
Establishing Fair Value
Financial instruments recorded at fair value are classified using a fair value hierarchy that reflects the nature of the
inputs used in making the measurements. The fair value hierarchy has the following levels:
Level 1 - valuation based on quoted prices (unadjusted) in active markets for identical assets or liabilities.
Level 2 - valuation techniques based on inputs other than quoted prices included in Level 1 that are observable for
the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).
Level 3 - valuation techniques using inputs for the asset or liability that are not based on observable market data
(unobservable inputs).
The fair value hierarchy requires the use of observable market inputs whenever such inputs exist. A financial
instrument is classified to the lowest level of the hierarchy for which a significant input has been considered in
measuring fair value. For assets and liabilities that are recognized at fair value on a recurring basis, Twin Falls
determines whether transfers have occurred between levels in the hierarchy by reassessing categorization (based on
the lowest level input that is significant to the fair value measurement as a whole) at the end of each reporting
period. There were no transfers between Level 1, 2 and 3 fair value measurement during the periods ended June 30,
2018 and December 31, 2017.
As at June 30, 2018 and December 31, 2017 Twin Falls did not have any Level 3 instruments.
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TWIN FALLS POWER CORPORATION LIMITED
NOTES TO CONDENSED INTERIM FINANCIAL STATEMENTS
The fair value of cash and cash equivalents, trade and other receivables and trade and other payables approximate
their carrying values due to their short-term maturity.
8.

RELATED PARTY TRANSACTIONS
Twin Falls enters into various transactions with its shareholders and other affiliates. These transactions occur within
the normal course of operations and are measured at the exchange amount, which is the amount of consideration
agreed to by the related parties. Related parties with which Twin Falls transacts are as follows:
Related Party
Churchill Falls
IOC
Wabush Mines
Hydro
Nalcor

Relationship
33.3% shareholder of Twin Falls
49.6% shareholder of Twin Falls
17.1% shareholder of Twin Falls
65.8% shareholder of Churchill Falls
100% shareholder of Hydro

Routine operating transactions with related parties are settled at prevailing market prices under normal trade terms.
Outstanding balances due to or from related parties are non-interest bearing with no set terms of repayment, unless
otherwise stated.
9.

COMMITMENTS AND CONTINGENCIES
The results of an Environmental Site Assessment conducted in 2002 at the Twin Falls Generating Station indicated
higher than acceptable concentrations of contaminants in the soil and waters adjacent to the powerhouse. Further
testing was conducted to determine the extent of contamination. The recommendations arising from this testing
indicate that remediation is not required, but that further monitoring be carried out. Monitoring was performed in
2010 and again in 2013, with no remediation required. The 2013 sampling indicated that concentrations of total
petroleum hydrocarbons and Polychlorinated biphenyls (PCBs) in sediment and PCBs in fish have generally remained
stable, or decreased, since 2010. It is recommended that PCB and hydrocarbon sampling occur every 5 years.
Further sampling is recommended to be conducted in 2018 and it is recommended that fishing remain closed in
Bonnell Creek due to the presence of PCBs. An additional sampling program occurred in 2015. The objective was to
assess the absence or presence of dioxin and furan impacts in fish, sediment and surface waters, and, if present, to
assess the extent of impacts. Background concentrations were also determined. Surface water samples at the site
were below guidelines. Impacts to fish and sediment were localized near and downstream of the powerhouse and
tailrace. It is recommended that a sediment and fish sampling program occur every 1 to 2 years to ensure that the
dioxins and furans are not migrating further from site.
Twin Falls’ Board of Directors is currently examining the extent, if any, of Twin Falls’ responsibility for any
environmental liabilities, or other obligations subsequent to 2014 when the sub-lease for the right to develop
hydroelectric power expired. The outcome is not determinable at this time.

10.

SUPPLEMENTARY CASH FLOW INFORMATION
Three months ended
2018
2017
26
6
6
2
11
8
43

For the period ended June 30 (thousands of Canadian dollars)

Trade and other receivables
Prepayments
Trade and other payables
Changes in non-cash working capital balances
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Six months ended
2018
2017
5
24
12
11
(24)
(16)
(7)
19

