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MBD LLP 
Chartered Professional Accountants 

  

INDEPENDENT AUDITORS' REPORT 
 

 

To the Shareholder of Stittco Utilities NWT Ltd. 

 

We have audited the accompanying financial statements of Stittco Utilities NWT Ltd., which 

comprise the balance sheet as at July 31, 2018 and the statements of income and retained earnings 

and cash flows for the year ended July 31, 2018, and a summary of significant accounting policies 

and other explanatory information. 

 

Management’s Responsibility for the Financial Statements 

 

Management is responsible for the preparation and fair presentation of these financial statements in 

accordance with Canadian accounting standards for private enterprises, 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. 

 

Auditor’s Responsibility 

 

Our responsibility is to express an opinion on these financial statements based on our audit.  We 

conducted our audit in accordance with Canadian generally accepted auditing standards.  Those 

standards require that we comply with ethical requirements and plan and perform the audit to obtain 

reasonable assurance about whether the financial statements are free of material misstatement.   

 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 

in the financial statements.  The procedures selected depend on the auditor’s judgement, including 

the assessment of risks of material misstatement of the financial statements, whether due to fraud or 

error.  In making those risk assessments, the auditor considers internal control relevant to the entity’s 

preparation and fair presentation of the financial statements in order to design audit procedures that 

are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 

effectiveness of the entity’s internal control.  An audit also includes evaluating the appropriateness 

of accounting policies used and the reasonableness of accounting estimates made by management, as 

well as evaluating the overall presentation of the financial statements. 

 

We believe that the audit evidence we have obtained in our audit is sufficient and appropriate to 

provide a basis for our audit opinion. 

 

Opinion 

 

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

of Stittco Utilities NWT Ltd. as at July 31, 2018 and the results of its operations and its cash flows 

for the year ended July 31, 2018 in accordance with Canadian accounting standards for private 

enterprises. 

 

Calgary, Alberta MBD LLP 

February 25, 2019 Chartered Professional Accountants 



 

 

 
 

Stittco Utilities NWT Ltd. 
Incorporated as a private company under the laws of the Northwest Territories 

 

 BALANCE SHEET 

  
 

 

As at  July 31  July 31 

  2018  2017 

  $   $  
   

ASSETS   

Current   
Cash 207,390 1,615,047 

Receivables [note 4] 388,931 174,433 

Inventories:   

  Product 110,872 96,697 

  Materials 169,268 177,109 

Income taxes recoverable 95,161 63,157 

Prepaid expenses 10,842 6,210 

Total current assets 982,464 2,132,653 

Due from parent companies [note 6] 2,396,995 59,330 

Property, plant and equipment [note 5] 1,099,571 1,231,307 

 4,479,030 3,423,290 
 
 

LIABILITIES AND SHAREHOLDER'S EQUITY 

Current   
Accounts payable and accrued liabilities [note 7] 636,689 236,904 

Total current liabilities 636,689 236,904 

Asset retirement obligations [note 9] 221,230 208,708 

Future income tax liability 27,407 50,032 

 885,326 495,644 

   

Shareholders' equity   

Share capital   

  Authorized   

    Unlimited number of no par value common shares   

  Issued   

    2,400,000 common shares 2,400,000 2,400,000 

Retained earnings 1,193,704 527,646 

Total shareholder's equity 3,593,704 2,927,646 

 4,479,030 3,423,290 

 

See accompanying notes 

 

On behalf of the Board: 

 

 Director 

 

 Director 



 

 

Stittco Utilities NWT Ltd. 
 

 STATEMENT OF INCOME AND RETAINED EARNINGS 

  
 
Year ended July 31 

 

  2018  2017 

  $   $  
   

   

REVENUE [note 11]  5,720,409  4,893,873 

Cost of sales [note 12]  3,216,552  2,391,485 

  2,503,857  2,502,388 

   

EXPENSES   

   

Accretion  12,522  11,814 

Amortization  131,736  151,379 

General and administrative  191,482  184,644 

Management fee [note 6]  281,467  294,578 

Operating  936,790  1,118,099 

Tank and vehicle rental [note 6]  42,633  38,509 

  1,596,630  1,799,023 

Income before income taxes  907,227  703,365 

Income taxes [note 8]   

  Current  263,794  216,407 

  Future income tax recovery  (22,625)  (22,409) 

  241,169  193,998 

   

Net income  666,058  509,367 

Retained earnings, beginning of year  527,646  18,279 

Dividends  -  - 

Retained earnings, end of year  1,193,704  527,646 
 
 

 

See accompanying notes 

 

 

 

 

 

 

 

 

 

 



 

 

 
 

Stittco Utilities NWT Ltd. 
 

 STATEMENT OF CASH FLOWS 

  
 
Year ended July 31 

 

  2018  2017 

  $   $  
   

OPERATING ACTIVITIES   

Net income  666,058  509,367 

Adjustment for items not affecting cash   

 Accretion  12,522  11,814 

   Amortization   131,736  151,379 

   Future income taxes recovered  (22,625)  (22,409) 

  787,691  650,151 

Net change in non-cash working capital balances [note 10]  142,317  53,721 

Cash provided by operating activities  930,008  703,872 

   

FINANCING ACTIVITIES   

Due from parent  (2,337,665)  (599,928) 

Cash used in financing activities  (2,337,665)  (599,928) 

   

INVESTING ACTIVITIES   

Proceeds from sale of capital assets  -  42,788 

Additions to property, plant and equipment   -  - 

Cash used in investing activities  -  42,788 

   

Increase in cash during the year  (1,407,657)  146,732 

Cash, beginning of year  1,615,047  1,468,315 

Cash, end of year  207,390  1,615,047 

 

 

  

SUPPLEMENTAL DISCLOSURE OF CASH FLOW 

INFORMATION 

Cash outlays 

  

Income taxes paid  (295,798)  (178,379) 

 

 

See accompanying notes 

 

 

 

 

 



 

 

  

Stittco Utilities NWT Ltd. 
 

NOTES TO FINANCIAL STATEMENTS 

  
July 31, 2018 

 

1. REGULATION AND OPERATIONS 
 

The Company was incorporated on September 15, 1986 under the Business Corporations Act of Northwest 

Territories.  The Company’s operations comprise the sale of propane to a community in Northwest Territories 

as well as installation and appliance sales connected thereto.  These operations and rates charged are subject 

to regulation by the Northwest Territories Public Utilities Board. No changes were required to any accounting 

policies in order to comply with any Board requirement. 

 

2. ACCOUNTING POLICY CHANGE 
 

Due to a change in ownership, effective August 1, 2018, the cost of sales valuation policy was changed from 

the average cost method to the first in, first out method.  The policy change occurred in order to align with the 

policy employed by the new parent company, Superior General Partner Inc.  The change was applied 

prospectively as the impact to comparative values is estimated to be immaterial. 

 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

These financial statements have been prepared in accordance with Canadian accounting standards for private 

enterprises and include the following significant accounting policies: 
 

Inventories 
 

Inventories of product and materials are valued at the lower of cost determined on a first in, first out basis 

and net realizable value.  The cost of inventories includes cost of purchasing the product, freight and all 

other costs incurred in bringing the inventories to their present location and condition.  For the year ended 

July 31, 2018, there were no write downs or reversals of previously written down amounts. 
 

Property, plant and equipment 
 

Property, plant and equipment are recorded at cost.  Maintenance and repair costs are charged against income 

as incurred.  Significant improvements are capitalized and replaced assets, if any, are retired from the 

accounts. 

 

Revenue recognition 
 

Revenues from propane sales are recorded and recognized based on actual or estimated meter readings. 

Installation sales are recognized when the services are completed.  Appliance sales are recognized when the 

buyer takes possession of the product. 
 

Impairment of long-lived assets 
 

Long-lived assets are tested for recoverability whenever events or changes in circumstances indicate that their 

carrying amount may not be recoverable. An impairment loss is recognized when their carrying value exceeds 

the total undiscounted cash flows expected from their use and eventual disposition. The amount of 

impairment loss is determined as the excess of the carrying value over its discounted estimated net future cash 

flows using a risk free interest rate. 
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Stittco Utilities NWT Ltd. 
 

 NOTES TO FINANCIAL STATEMENTS 
  
 

July 31, 2018 

 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 

Amortization 
 

The Company provides for amortization on a straight-line basis using various rates approved by the 

Northwest Territories Public Utilities Board as disclosed in Note 5. 

 

Financial instruments 

 
(i) Measurement of financial instruments 

 
The Company initially measures its financial assets and financial liabilities at fair value adjusted by, 

in the case of a financial instrument that will not be measured subsequently at fair value, the amount 

of transaction costs directly attributable to the instrument. 

 

The Company subsequently measures all its financial assets and financial liabilities at amortized 

cost, except for investments in equity instruments that are quoted in an active market, which are 

measured at fair value. Changes in fair value are recognized in the statements of operations in the 

period incurred.  

 

Financial assets measured at amortized cost include cash and amounts receivable. 

 

Financial liabilities measured at amortized cost include accounts payable and accrued liabilities.  

 

The Company currently has no financial assets measured at fair market value. 

 
(ii) Impairment 

At the end of each reporting period, the Company assesses whether there are any indications that a 

financial asset measured at amortized cost may be impaired. Objective evidence of impairment 

includes observable data that comes to the attention of the Company, including but not limited to the 

following events: significant financial difficulty of the issuer; a breach of contract, such as a default 

or delinquency in interest or principal payments; or bankruptcy or other financial reorganization 

proceedings. 
 

When there is an indication of impairment, the Company determines whether a significant adverse 

change has occurred during the period in the expected timing or amount of future cash flows from 

the financial asset. 
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Stittco Utilities NWT Ltd. 
 

 NOTES TO FINANCIAL STATEMENTS 
  
 

July 31, 2018 

 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 

Financial instruments (continued) 

 
(ii)  Impairment (continued) 

 

When the Company identifies a significant adverse change in the expected timing or amount of 

future cash flows from a financial asset, it reduces the carrying amount of the asset to the highest of 

the following: 
 

i) the present value of the cash flows expected to be generated by holding the asset discounted 

using a current market rate of interest appropriate to the asset. 
ii) the amount that could be realized by selling the asset at the statement of financial position 

date; and  

iii) the amount of the Company expects to realize by exercising its rights to any collateral held 

to secure repayment of the asset net of all costs necessary to exercise those rights. 
 

The carrying amount of the asset is reduced directly or through the use of an allowance account. The 

amount of the reduction is recognized as an impairment loss in the statements of operations 

 

When the extent of impairment of a previously written-down asset decreases and the decrease can be 

related to an event occurring after the impairment was recognized, the previously recognized 

impairment loss is reversed to the extent of the improvement, directly or by adjusting the allowance 

account. The amount of the reversal is recognized in the statements of operations in the period the 

reversal occurs. 

 

(iii) Transaction costs 

 

Transaction costs are recognized in the statements of operations in the period incurred, except for 

financial instruments that will be subsequently measured at amortized cost.  
 

Measurement uncertainty 
 

The preparation of the financial statements in accordance with Canadian accounting standards for private 

enterprises requires management to make estimates and assumptions that affect the reported amounts of assets 

and liabilities at the date of the financial statements and the reported amounts of revenue and expenses during 

the reporting period.  Estimates primarily relate to amortization, accretion and asset retirement obligations.  

Actual results could differ from these estimates and the impact in the financial statements of future periods 

could be material. 
 

The amounts recorded for accretion and asset retirement obligations are based on estimates of future costs and 

other relevant assumptions including inflation and number of years before asset retirement obligations will be 

incurred.  By their nature, these estimates are subject to measurement uncertainty and the impact of changes in 

these estimates and assumptions on the financial statements of future years could be material 
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Stittco Utilities NWT Ltd. 
 

 NOTES TO FINANCIAL STATEMENTS 
  
 

July 31, 2018 

 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

 

Future income taxes 
 

The Company follows the asset and liability method of accounting for income taxes.  Under this method, 

income tax liabilities and assets are recognized for the estimated tax consequences attributable to differences 

between the amounts reported in the financial statements and their respective tax bases, using enacted income 

tax rates.  The effect of a change in income tax rates on future income tax liabilities and assets is recognized 

in income in the period that the change occurs.  A future income tax asset is recognized only when it is more 

likely than not that the asset will be realized. 
 

Asset retirement obligation 
 

The Company recognizes a future asset retirement obligation, based on management’s best estimate, as a 

liability in the period in which it incurs a legal obligation associated with the retirement of tangible long-lived 

assets that result from the acquisition, construction, development and/or normal use of assets.  The Company 

concurrently recognizes a corresponding increase in the carrying amount of the long-lived asset that is 

amortized over the life of the asset. The asset retirement obligation is estimated using the expected cash flow 

approach that reflects a range of possible outcomes discounted at an appropriate interest rate.  Subsequent to 

the initial measurement, the asset retirement obligation is adjusted at the end of each period to reflect the 

passage of time and changes in the estimated   flows underlying the obligation.  Changes in the obligation due 

to the passage of time are recognized in income as an operating expense using the interest method.  A change 

in the obligation due to changes in estimated cash flows are recognized as an adjustment of the carrying 

amount of the related long-lived asset and is amortized ore the remaining life of the asset 
 

4. RECEIVABLES 
    

 July 31 

2018 

July 31  

2017 

Trade accounts receivable 334,050 184,999 

Goods and services tax recoverable - 1,806 

Due from related parties 65,561 - 

Allowance for doubtful accounts (10,680) (12,372) 

 388,931 174,433  
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Stittco Utilities NWT Ltd. 
 

 NOTES TO FINANCIAL STATEMENTS 
  
 

July 31, 2018 

 

5. PROPERTY, PLANT AND EQUIPMENT 

         2018 

  Amortization 

Rates 

  

 Cost 

Accumulated  Net Book 

 Amortization  Value 

  $  $  $ 

Land, buildings, storage facilities      

 and equipment 3%  1,565,924 1,103,191 462,733 

Office furniture and equipment 5% - 20%  386,633 386,633 - 

Customer installations 2.5% - 3.5%  2,610,594 1,973,756 636,838 

Conversion costs 5%  166,549 166,549 - 

  4,729,700 3,630,129 1,099,571 

 

     

     2017 

 Amortization 

Rates 

  

 Cost 

 Accumulated 

   Amortization 

   Net Book 

    Value 

       $  $  $ 

Land, buildings, storage facilities      

 and equipment 3%  1,565,924 1,049,804 516,120 

Office furniture and equipment 5% - 20%  386,633 386,633 - 

Customer installations 2.5% - 3.5%  2,610,594 1,895,407 715,187 

Conversion costs 5%  166,549 166,549 - 

  4,729,700 3,498,393 1,231,307 

 

6. RELATED PARTY TRANSACTIONS 

 
The amount due from or to the parent companies, Stittco Energy Limited and Superior General Partner Inc., 

are non-interest bearing and carry no specified terms of repayment.  The Company undertook the following 

significant transactions with parent companies during the year: 

  2018  2017 

  $  $ 

   

Contract service fee revenue  13,018  14,440 

Tank and vehicle rental expense   42,633  38,509 

Management fee expense  281,467  294,578 

 

These transactions are measured at the exchange amount, which is the amount of consideration established 

and agreed to by the related parties. 
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Stittco Utilities NWT Ltd. 
 

 NOTES TO FINANCIAL STATEMENTS 

  
 

July 31, 2018 

 

7. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES 
    

 July 31,  

2018 

July 31, 

2017 

Trade accounts payable and accrued liabilities 613,687 219,229 

Goods and services tax payable 4,052 - 

Security deposits 18,950 17,675 

 636,689 236,904 

 

8. INCOME TAXES 
 

The income tax provision differs from the calculated tax obtained by applying the combined Canadian federal 

and provincial corporate tax rates to income before income taxes. 

  

  2018  2017 

   

Combined basic Canadian federal and provincial tax rates 26.50% 26.50% 

   

Provision for income taxes based on combined basic federal and provincial 

income tax rate 

 

 240,415 

 

 186,392 

Taxes relating to permanent differences and other  754  7,606 

  241,169  193,998 

   

9. ASSET RETIREMENT OBLIGATIONS 
 

The total future asset retirement obligations were estimated by management based on estimated costs to 

remediate and reclaim customer installations and the estimated timing of the costs to be incurred in future 

periods. 

 

The following table reconciles the Company’s asset retirement obligations: 

 
  2018  2017 

  $  $ 

   

Asset retirement obligation, beginning of year  208,708  196,894 

Accretion expense  12,522  11,814 

Asset retirement obligation, end of year  221,230  208,708 
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Stittco Utilities NWT Ltd. 
 

 NOTES TO FINANCIAL STATEMENTS 

 
 
July 31, 2018 

 

10. NET CHANGE IN NON-CASH WORKING CAPITAL BALANCES 
 

  2018  2017 

  $  $ 

   

Accounts receivable (214,498) 7,676 

Inventories:   

 Product (14,175) (29,646) 

 Materials 7,841 (11,347) 

Income taxes recoverable (32,004) 38,028 

Prepaid expenses (4,632) 32,976 

Accounts payable 399,785 16,034 

Income taxes payable - - 

 142,317 53,721 
 
 

11. REVENUE 

 
  2018  2017 

  $  $ 

   

Propane  4,942,851  4,190,953 

Appliances, materials, service and installation  671,068  611,339 

Contract revenue [note 6]  13,018  14,440 

Other  93,472  77,141 

  5,720,409  4,893,873 

 

12. COST OF SALES 

 
  2018  2017 

  $  $ 

   

Propane and freight  2,869,784  2,093,543 

Appliances and materials  346,768  297,942 

  3,216,552  2,391,485 

Propane is purchased from related parties at publicly posted trading rates for propane. 
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Stittco Utilities NWT Ltd. 
 

 NOTES TO FINANCIAL STATEMENTS 
  
 

July 31, 2018 

 

 

13. FINANCIAL INSTRUMENTS 
 

The Company is exposed to various risks through its financial instruments. The following analysis provides a 

measure of the Company’s risk exposure and concentrations at July 31, 2018 and July 31, 2017. 
 

The financial instruments of the Company and the nature of the risks to which they may be subject are as 

follows: 

 
RISKS 

    

Financial Instruments Credit Liquidity Currency Market 

Risk 

Cash X   X 

Accounts receivable  X    

Accounts payable and accrued 

 liabilities 

  

X 

 

X 

 

Due from (to) parent  X X   
 

The Company manages its exposure to the risks associated with financial instruments that have the potential to 

affect its operating and financial performance. The objective of the policy is to reduce volatility in cash flow 

and earnings. Management monitors compliance with risk management policies and reviews risk management 

policies and procedures on a quarterly basis. 
 

The Company does not use derivative financial instruments to manage its risks. 

 

Credit risk 
 

The Company is exposed to credit risk resulting from the possibility that parties may default on their financial 

obligations, or if there is a concentration of transactions carried out with the same party, or if there is a 

concentration of financial obligations which have similar economic characteristics that could be similarly 

affected by changes in economic conditions, such that the Company could incur a financial loss. The 

Company does not hold directly any collateral as security for financial obligations of counterparties. 
 

Accounts receivable: Credit risk associated with accounts receivable is minimized by the Company’s large and 

diverse customer base. The Company follows a program of credit evaluations of customers and limits the 

amount of credit extended when deemed necessary. The Company maintains allowances for potential credit 

losses, and any such losses to date have been within management’s expectations. 
 

Management believes concentrations of credit risk with respect to accounts receivable is limited due to the 

credit quality of the parties extended credit, as well as the large number of smaller customers.  
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Stittco Utilities NWT Ltd. 
 

 NOTES TO FINANCIAL STATEMENTS 
  
 

July 31, 2018 

 

13. FINANCIAL INSTRUMENTS (Continued) 
 

Liquidity risk 
 

Liquidity risk is the risk that the Company will not be able to meet a demand for cash or fund its obligations as 

they come due. 
 

The Company meets its liquidity requirements by preparing and monitoring detailed forecasts of cash flows 

from operations, anticipating investing and financing activities and holding assets that can be readily 

converted into cash.  
 

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 is comprised of currency risk, interest rate risk and other price risk. 
 

Currency risk 
 

Currency risk refers to the risk that the fair value of financial instruments of future cash flows associated with 

the instruments will fluctuate relative to the Canadian dollar due to changes in foreign exchange rates. 
 

The functional currency of the Company is the Canadian dollar. The Company infrequently transacts in U.S. 

dollars due to certain revenues and operating costs being denominated in U.S. dollars, as well as sourcing 

certain purchases and capital asset acquisitions internationally. 
 

The Company does not use foreign exchange forward contracts to manage foreign exchange transaction 

exposures. 
 

Changes in risk 
 

There have been no changes in the Company’s risk exposure from the prior year. 

 

 

 

 

 

 

 


