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We deliver power in a safe, reliable, cost-effective and 

environmentally responsible manner. 
  

 

 
 

 
 
 

 

 

 

 



 
 

 

 

                                                                                                      SaskPower Third Quarter Report 

SASKPOWER GENERATION AND HIGH VOLTAGE TRANSMISSION MAP 

 
 

About us:  SaskPower operates three coal-fired power stations, seven hydroelectric stations, four natural gas stations and 
one wind facility with an aggregate generating capacity of 3,056 megawatts (MW).  The Corporation also has purchase 
agreements with the Meridian Cogeneration Station, Cory Cogeneration Station and SunBridge Wind Power Project.  
Total available capacity is 3,505 MW.  SaskPower maintains more than 153,500 kilometres of power lines. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 
 

Management’s Discussion and Analysis (MD&A) highlights the primary factors that have an impact on the financial 
results and operations of Saskatchewan Power Corporation (SaskPower; the Corporation).  It should be read in 
conjunction with the SaskPower unaudited interim consolidated financial statements and supporting notes for the 
nine months ended September 30, 2005.  These interim financial statements have been prepared in accordance with 
the Canadian Institute of Chartered Accountants (CICA) section 1751, “Interim Financial Statements.”  The 
SaskPower Audit and Finance Committee of the Board of Directors has approved the interim financial statements. 
 
The MD&A contains forward-looking statements based on the Corporation’s estimates and assumptions concerning 
future results and events.  Due to the risks and uncertainties inherent in any forecasted outlook, the actual results of 
the Corporation could differ materially from those anticipated. 
 
Profile 
 
SaskPower is the principal supplier of electricity in Saskatchewan.  SaskPower's mission is to deliver power in a 
safe, reliable, cost-effective, and environmentally responsible manner.  Founded as the Saskatchewan Power 
Commission in 1929, SaskPower was set up in 1949 and operates primarily under the mandate and authority of The 
Power Corporation Act.   
 
SaskPower's aggregate generating capacity is 3,505 megawatts (MW). This includes the 3,056 MW capacity of 
SaskPower's facilities – three coal-fired stations, seven hydro stations, four natural gas stations and one wind facility 
– and 449 MW of contracted capacity. SaskPower maintains more than 153,500 kilometres of power lines and serves 
approximately 440,000 customers in an area covering more than a half-million square kilometres. 
 
SaskPower has approximately 2,400 permanent full-time employees, including those of the Corporation’s three 
subsidiaries: NorthPoint Energy Solutions Inc.; Power Greenhouses Inc.; and SaskPower International Inc.  The 
financial activities of SaskPower’s subsidiaries are consolidated within the financial statements of the Corporation in 
accordance with Canadian generally accepted accounting principles. 
 

 

FINANCIAL HIGHLIGHTS AND OPERATING STATISTICS 

  
Financial Highlights  
 Three months ended September 30 Nine months ended September 30 
(in millions) 2005 2004 Change 2005 2004 Change 
Revenue $ 333 $ 307 $ 26 $ 975 $ 933 $ 42   
Fuel and purchased power 108 116 (8) 345 371 (26) 
Operating and financing expenses 173 159 14 516 516 - 
Net income (loss) $ 52 $ 32   $ 20 $  114 $ 46 $ 68 
       
   
Operating Statistics Three months ended September 30 Nine months ended September 30 
       
 2005 2004 Change 2005 2004 Change 
Saskatchewan sales (GWh) 4,113 4,060 53 12,636 12,569 67 
Export sales (GWh) 509 402 107   1,276 1,231 45 
Total electric sales (GWh) 4,622 4,462 160 13,912 13,800 112 
Generating capacity (net MW) 3,505 3,505 - 3,505 3,505 - 
Peak load (net MW) 2,639 2,551 88 2,946 2,930 16 
Customers 439,946 437,934 2,012 439,946 437,934 2,012 
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Financial Results 

 

Net income in the third quarter of 2005 was $52 million, a $20 million increase from the third quarter of 2004.  The 
quarter over quarter increase reflects a $26 million improvement in revenues offset by a $6 million increase in 
expense.  Contributing to the improvement in revenue is a $12 million increase in Saskatchewan sales as a result of 
the system-wide rate increase implemented on September 1, 2004 and an improvement in sales volumes.  There was 
also a $14 million increase in export sales as a result of additional hydro generation which increased the supply of 
energy available for export together with an increase in the average price of exports.  The $6 million increase in 
expense was due to higher operating, maintenance & administration costs, depreciation, finance charges and taxes 
offset by a decline in fuel and purchased power costs as a result of improved hydro conditions. 
 
Net income for the nine months ended September 30, 2005 was $114 million, a $68 million increase from the first 
nine months of 2004.  The year-to-date increase was due to a $42 million increase in revenues coupled with a $26 
million decrease in expense.  Saskatchewan sales increased $40 million over the first nine months of 2004 largely 
due to the September 1, 2004 rate increase.  There was also a $3 million increase in exports as the result of higher 
sales volumes offset by a $1 million decline in other revenue.  The $26 million decrease in expense is the result of a 
$26 million reduction in fuel and purchased power costs primarily due to improved hydro conditions. There was also 
a $10 million reduction in finance charges largely due to an increase in the amount of interest capitalized during the 
construction of the Centennial Wind Power Project.  These decreases in expense were offset by a $10 million 
increase in operating, maintenance & administration costs, depreciation and taxes over the same period in 2004.   
 
Revenue  

 Three months ended September 30 Nine months ended September 30 
(in millions) 2005 2004 Change 2005 2004 Change 
Saskatchewan sales $ 287 $ 275 $ 12 $ 876  $ 836 $ 40 
Export sales 39 25 14 81 78 3 
Other 7 7 - 18 19 (1) 
Total revenue $ 333 $ 307 $ 26 $ 975 $ 933 $ 42 
 
Saskatchewan sales 
 
Electricity pricing in Saskatchewan is subject to review by the Saskatchewan Rate Review Panel with final approval 
by Cabinet.  In July 2005, the Corporation submitted a rate application requesting a system-wide average rate 
increase of 4.9% to take effect October 1, 2005.  In September 2005, the effective date of the proposed increase was 
deferred to January 1, 2006 due to improved hydro conditions in the province.  The Corporation’s last rate increase 
was a 5.65% system-wide rate increase that took effect September 1, 2004. 
 
Electricity sales volumes in Saskatchewan are driven by general economic conditions, number of customers and 
weather. 
 
Revenues from Saskatchewan customers increased $12 million in the third quarter of 2005 relative to the same 
period in 2004 and $40 million year-to-date compared to the first nine months of 2004.  The year-to-date rise in 
Saskatchewan sales revenue was principally due to the 5.65% system-wide average rate increase that came into 
effect September 1, 2004.  Electrical sales volumes to Saskatchewan customers in the first nine months of 2005 were 
up slightly compared to the first nine months of 2004.    
 
Export sales 
 
Export pricing is not subject to the rate review process and is priced by the external market.  Export sales volumes 
are dependent on surplus SaskPower generation and supply in other jurisdictions.  
 
Export sales revenue is up $14 million in the third quarter and $3 million in the first nine months of 2005 compared 
to the same periods in 2004.  Heavy rainfall in June resulted in increased hydro generation that allowed SaskPower 
to increase its exports in the third quarter offsetting a weaker performance in the first half of 2005.  The year to date
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 energy sales for exports is up 45 GWh largely as a result of increased sales opportunities to the Alberta, MidWest 
Independent System Operator (MISO) and Ontario markets.  
 

 
Expense  

 Three months ended September 30 Nine months ended September 30 
(in millions) 2005 2004 Change 2005 2004 Change 

Fuel and purchased power $ 108 $ 116 $ (8) $ 345 $ 371 $ (26) 

Operating, maintenance & administration 81 73           8 239 233 6 

Depreciation 48 47      1      141 140          1     

Finance charges 35 32  3 112 122 (10) 

Taxes 9 7           2 24 21 3 

Total expense $ 281 $ 275 $ 6 $ 861 $ 887 $ (26) 

 
Fuel and purchased power 
 
SaskPower’s hydro and coal plants have the lowest fuel cost per unit of generation.  Natural gas, purchased power 
and imports are relatively more expensive forms of generation.  The Corporation focuses on the economic dispatch 
of the generating units that bring the lowest cost units on stream first.  In general, this means maximizing hydro and 
coal generation.  Hydro generation is dependent upon water levels at the Corporation’s hydro facilities and coal 
generation is a product of the availability of the Corporation’s coal plants. 
 
Fuel and purchased power costs of $108 million in the third quarter of 2005 were down $8 million from the same 
period in 2004.  Fuel and purchased power costs of $345 million in the first nine months of 2005 were down $26 
million from the same period in 2004.  The year to date reduction in cost is primarily due to a change in the 
generation mix as the result of dramatically improved hydro conditions.  Low cost hydro generation accounted for 
22% of total generation in the first nine months of 2005 compared to 13% in the same period of 2004.  In total, 
hydro generation volumes increased by 1,443 GWh or 74% in the first nine months of 2005 as compared to 2004.  
The increase in hydro generation allowed the Corporation to reduce the amount of generation from more expensive 
sources of energy. 
 
These reductions in fuel and purchased power costs from the improved hydro conditions were partially mitigated by 
the rising cost of natural gas to supply the Corporation’s gas-fired plants and electricity purchased from the Cory 
and Meridian Cogeneration facilities. The benchmark AECO C price of natural gas averaged $7.45/gigajoule (GJ) in 
the first nine months of 2005 compared to $6.34/GJ in the first nine months of 2004. 
 
There was also a 53 GWh increase in generation volumes in the first nine months of 2005, compared to the first nine 
months of 2004, due to an increase in total sales volumes.  
 
Operating, maintenance and administration 
 
Operating, maintenance and administration expense was up $8 million in the third quarter of 2005 over the third 
quarter of 2004 and up $6 million in the first nine months of 2005 compared to the same period in 2004.  This 
increase in the year to date expense includes salary and benefit increases as the result of the finalization of collective 
bargaining settlements.  These increases were partially offset by a reduction in pension expense recorded for 
accounting purposes.  The decline in pension expense was due to improved market returns on the assets held in the 
pension plan. 
 
Finance charges 
 
In the third quarter, finance charges were $35 million, an increase of $3 million over the same period in 2004.  Year-
to-date, finance charges were $112 million, down $10 million over the same period in 2004.  The year-to-date 
decrease in finance charges was largely due to a $12 million increase in capitalized interest due to the construction 
of the 150 MW Centennial Wind Power Project.  There was also a $7 million increase in sinking fund earnings and 
interest income.  These decreases were offset by a $9 million increase in interest on long-term debt as the result of 
additional borrowings during the year. 
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SaskPower’s long-term debt position, net of sinking funds, was $2,278 million at September 30, 2005, up $237 
million from December 31, 2004.  The increase in net debt was due to:  
 

• The Corporation, through the Saskatchewan Department of Finance, borrowed an additional $300 million of 
Canadian dollar denominated debt.  The debt was issued with an interest rate of 5.00% and a maturity date of 
March 5, 2037. 

• The Corporation initiated a debt swap through the Province of Saskatchewan to convert its 2008 and 2020 
issuance of US debt (U.S. $294 million) and related sinking funds to Canadian dollars.  The debt was converted 
to Canadian dollars under the same terms and conditions that applied to the U.S. denominated debt.  The 
Corporation also transferred all the related hedges to the Province of Saskatchewan.  This transaction resulted in 
a $35 million increase in debt and a corresponding $35 million decrease to other liabilities due to a balance 
sheet reclassification of the related swaps. 

• The value of the U.S. dollar denominated long-term debt decreased by $9 million as a result of a increase in the 
value of the Canadian dollar relative to the U.S. dollar.  The Canadian dollar closed on September 30, 2005 at 
U.S. $0.8613, up from U.S. $0.8308 on December 31, 2004. 

• The Corporation repaid $63 million of Canadian dollar denominated debt, with interest rates ranging from 
11.3% to 12.6% and $2 million of non-recourse debt. 

• The sinking fund balance increased $24 million as the result of net contributions and earnings offset by a 
foreign exchange loss on U.S. dollar denominated assets held in the sinking funds. 

 
As a result of the increase in net debt, the Corporation’s debt ratio has increased from 58.2% at the end of 2004 to 
60.2% as at September 30, 2005. 
 

Outlook 
 
Forecasted earnings for 2005 are expected to be $129 million, a $63 million improvement over 2004.  The 
improvement in results in 2005 over 2004 is largely attributable to the 5.65% system-wide average rate increase 
implemented on September 1, 2004 and a reduction in the current year’s fuel and purchased power costs as the result 
of improved hydro conditions.   
 
These earnings expectations are subject to a number of variables including: natural gas prices; coal and hydro 
generation availability; weather; economic conditions; number of customers; and market conditions in other 
jurisdictions. 
 
Total capital expenditures for 2005 are expected to be $485 million.  This includes over $200 million projected to be 
spent by year-end on the 150-MW Centennial Wind Power Project located near Swift Current.  
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Consolidated Statement of Income and Retained Earnings  
 

 Three months ended 

September 30 

 Nine months ended 

September 30 

(in millions) 2005  2004  2005  2004 

 (Unaudited)  (Unaudited) 

            

Revenue             

Electric sales            
     Saskatchewan $ 287  $ 275  $ 876  $ 836 
     Export  39   25   81   78 
Other  7   7   18   19 

Total revenue  333   307   975   933 
            
Expense            

Fuel and purchased power  108   116   345   371 
Operating, maintenance and administration  81   73   239   233 
Depreciation  48   47   141   140 
Finance charges  35   32   112   122 
Taxes  9   7   24   21 

Total expense  281   275   861   887 
            
Net income (loss)  52   32   114   46 
            
Retained earnings, beginning of period  752   719   730   723 
            
Dividends   (23)   (27)   (63)   (45) 
            
Retained earnings, end of period $ 781  $ 724  $ 781  $ 724 
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Consolidated Statement of Financial Position  
 

 

 September 30  December 31 
(in millions) 2005  2004 
 (Unaudited) (Audited *)
      

Assets      

      

Current assets      

Cash and short-term investments $ 93  $ 104 
Accounts receivable and unbilled revenue   146   149 
Materials, fuel and supplies  138   118 

  377   371 
Property, plant and equipment      

Property, plant and equipment   5,866   5,753 
Less: Accumulated depreciation   2,659   2,529 

  3,207   3,224 
Construction in progress   299   120 

  3,506   3,344 
Other assets  177   115 
Total assets $ 4,060  $ 3,830 
 
Liabilities and equity      
      
Current liabilities      
 Accounts payable and accrued liabilities $ 159  $ 173 

Accrued interest  28   51 
Current portion of long-term debt  75   93 

 Dividend payable  23   14 
  285   331 
Long-term debt  (Note 3)   2,203   1,948 
Other liabilities  131   161 
Total liabilities  2,619   2,440 
Equity      
 Equity advances  660   660 
 Retained earnings  781   730 
Total equity  1,441   1,390 
Total liabilities and equity $ 4,060  $ 3,830 
 
Commitments and contingencies (Note 4) 
 
See accompanying notes 
 
* As presented in the audited December 31, 2004 consolidated statement of financial position 
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Consolidated Statement of Cash Flows 
 
 Three months ended 

September 30 

 Nine months ended 

September 30 

(in millions) 2005  2004  2005  2004 

 (Unaudited)  (Unaudited) 

            

Operating activities            

            

Net income (loss) $ 52  $ 32  $ 114  $ 46 

            

Add (deduct) items not involving cash:            
Depreciation   48   47   141   140 
Foreign exchange losses  -   (8)   1   - 
Defined benefit pension plan (income) expense  (1)   -   (2)   2 
Sinking fund earnings   (3)   (2)   (9)   (5) 
Other  (1)   (1)         (2)   (2) 

Operating cash flow  95   68   243   181 
            

Net change in non-cash working capital  (34)   (22)   (50)   (7) 

            

Cash provided by operating activities  61   46   193   174 

            

Investing activities            
Property, plant and equipment   (105)   (61)   (286)   (136) 
Interest capitalized during construction  (6)   (1)   (14)   (2) 
Other capital   11   -   (64)   - 

            

Cash used in investing activities  (100)   (62)   (364)   (138) 

            

(Decrease) increase in cash before financing activities  (39)   (16)   (171)   36 

            

Financing activities            
Advances from the Province of Saskatchewan            

Canadian dollar denominated debt – proceeds  -   -   300   200 
– repayment  (7)   (18)   (63)   (54) 

Short-term advance – repayment  -   -   -   (30) 
Non-recourse debt – repayment  (1)   (1)   (2)   (1) 
Sinking fund redemptions   (11)   (9)   (17)   (15) 
Debt (discount) premium  -   -   (4)   3 
Dividends paid   (19)   -   (54)   (113) 
Other agreements payable  -   (4)   -   (11) 

            

Cash provided by (used in) financing activities  (38)   (32)   160   (21) 

            

Increase (decrease) in cash and short-term investments  (77)   (48)   (11)   15 

            

Cash and short-term investments, beginning of period  170   67   104   4 

            
Cash and short-term investments, end of period $ 93  $ 19  $ 93  $ 19 
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Notes to the Consolidated Financial Statements (Unaudited) 
As at September 30, 2005 

 
 
1. Status of the Corporation 

Saskatchewan Power Corporation (SaskPower; the Corporation), a provincially-owned Crown corporation, 
generates, purchases, transmits, distributes and sells electricity and related products and services.  Founded 
as the Saskatchewan Power Commission in 1929, SaskPower was set up in 1949 and operates primarily 
under the mandate and authority of The Power Corporation Act. 
 
These consolidated financial statements include the accounts of the Corporation and its wholly-owned 
subsidiaries, NorthPoint Energy Solutions Inc. (NorthPoint), Power Greenhouses Inc. (Shand Greenhouse), 
and SaskPower International Inc. (SaskPower International).  All inter-company transactions have been 
eliminated on consolidation.  

 

2. Summary of Significant Accounting Policies 
These unaudited interim consolidated financial statements (interim financial statements) do not include all 
of the disclosures included in the Corporation’s annual consolidated financial statements.  Accordingly, 
these interim financial statements should be read in conjunction with the Corporation’s most recent annual 
consolidated financial statements released on April 21, 2005. 
 
SaskPower’s Saskatchewan electric sales to residential and commercial customers are seasonal with the 
first and fourth quarters being the strongest periods, reflecting colder weather and fewer daylight hours. 
 
These consolidated financial statements have been prepared in accordance with Canadian generally 
accepted accounting principles.  The timely preparation of financial statements 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 revenues and expenses during the reporting period.  Such 
estimates primarily relate to unsettled transactions and events as of the date of the financial statements.  
Actual results could differ from those estimates which may impact the actual transactions and events 
reported in future periods.  
 
The accounting policies used in the preparation of these interim financial statements conform with those 
used in the Corporation’s most recent annual consolidated financial statements. 

 

3. Long-term Debt (in millions) 
On February 15, 2005, the Corporation, through the Saskatchewan Department of Finance, borrowed $150 
of Canadian dollar denominated debt.  The Corporation borrowed an additional $150 on May 6, 2005.  
Both issues carry an interest rate of 5.00% and a maturity date of March 5, 2037. 

 
In the first nine months of 2005, the Corporation repaid $63 of Canadian dollar denominated debt with 
interest rates ranging from 11.3% to 12.6% and $2 of Canadian dollar denominated non-recourse debt. 

 
4. Commitments and Contingencies (in millions)  

SaskPower has various legal matters pending which, in the opinion of management, will not have a 
material effect on SaskPower's consolidated financial position or results of operations. 
 
In 2005, SaskPower International issued a promissory note, which was guaranteed by SaskPower, in the 
amount of $5 to meet requirements for the debt service reserve for the Cory Cogeneration Station.  The 
promissory note and guarantee expired on October 31, 2005. 

 
5. Comparative Figures 

Certain amounts for the prior year have been reclassified to conform with current year financial statement 
presentation.  



  

 



  

 

GLOSSARY OF TERMS 
 
 

AECO C 

A major Canadian pricing point for natural gas purchases. 
 
Capacity 

The greatest load that can be supplied by a generating unit, power station or an entire provincial grid system. 
  

Cogeneration 

The simultaneous generation of electricity and useful heat or steam.  The heat could be put to use in an industrial 
process or to heat a facility or community.  The electricity could be used by the owner or sold to SaskPower. 
 
Gigawatt (GW) 

A unit of bulk power; one billion watts or one million kilowatts. 
  
Gigawatt Hour (GWh) 
A unit of bulk energy; 1,000,000 kilowatt hours.  One GWh is equivalent to the energy consumed by 125 typical 
houses in one year. 
 
Kilowatt (KW) 

A unit of bulk power; one thousand watts. 
 

Kilowatt Hour (kWh) 
A unit of bulk energy; 1,000 watt hours.  The measurement is generally used for billing residential customers. 
 
Load 

The amount of electric power or energy consumed by a particular customer or group of customers. 
 

Megawatt (MW) 

A unit of bulk power; 1,000 kilowatts.  The unit generally used to describe the output of a commercial generator. 
 

Megawatt Hour (MWh) 
A unit of bulk energy; 1,000 kilowatt hours.  The unit generally used to describe the output of a commercial generator. 
 
MidWest Independent System Operator (MISO) 

The MidWest Independent Transmission System Operator, Inc. is a Regional Transmission Organization approved by 
the Federal Energy Regulatory Commission.  Utilities from Manitoba to Kentucky participate in the MISO. 
 

Peak Load Demand 

The maximum amount of electric power or energy consumed by a particular customer or group of customers at a 
precise time.  
 
Transmission 

Process of moving electric power in bulk at higher voltages from the source of supply to distribution centres. 
 
Watt (W) 

The unit of measurement of electrical power. 
 
 
 



  

 

 

 
 
 

 

To provide feedback or 

request additional copies of 

this quarterly report, please 

visit our web site at 

saskpower.com or contact 

SaskPower 

Communications and Public 

Affairs by  

phone (306-566-3170) or 

fax (306-566-2548). 

 
 
 
 
2025 Victoria Avenue 

Regina, Saskatchewan 

Canada  S4P 0S1 

saskpower.com 


