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The financial statements of Power Greenhouses Inc. (SaskPower Shand Greenhouse) are the responsibility of management
and have been prepared in accordance with Canadian generally accepted accounting principles. The preparation of

financial statements necessarily involves the use of estimates based on management'’s best judgement, particularly when
transactions affecting the current period cannot be finalized with certainty until future periods. In management’s opinion, the
financial statements have been properly prepared within the framework of selected accounting policies summarized in the
financial statements and incorporate, within reasonable limits of materiality, information available up to January 24, 2011.

Management maintains appropriate systems of internal control which provide reasonable assurance that the Corporation’s
assets are safeguarded and appropriately accounted for, that financial records are relevant, reliable and accurate and that
transactions are executed in accordance with management's authorization. This system includes corporate-wide policies and
procedures and appropriate delegation of authority and segregation of responsibilities within the organization.

The Board of Directors is responsible for ensuring that management fulfills its responsibility for financial reporting and
internal control. At regular meetings the Board of Directors reviews audit, internal control and financial reporting matters
with management and the external auditors to satisfy itself that each is properly discharging its responsibilities. The financial
statements and the independent auditor’s report have been approved by the Board of Directors. The external auditors have
full and open access to the Board of Directors, with and without the presence of management.

The financial statements have been examined by Meyers Norris Penny LLE Chartered Accountants. The external auditor's
responsibility is to express its opinion on whether the financial statements are fairly presented in accordance with Canadian
generally accepted accounting principles.

On behalf of management,

oy i

Acting Manager
January 24, 2011
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To the Members of the Legislative Assembly of Saskatchewan:

We have audited the accompanying financial statements of Power Greenhouses Inc., which comprise the statement of
financial position as at December 31, 2010, and the statements of income and comprehensive income, retained earnings,
and cash flows for the year then ended, 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 generally accepted accounting principles, 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 from 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 judgment, including the assessment of the 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 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 Power Greenhouses
Inc. as at December 31, 2010, and its financial performance and cash flows for the year then ended in accordance with
Canadian generally accepted accounting principles.

LWU%(M ‘%M/lw L

January 24, 2011
Estevan, Saskatchewan
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Statement of income and comprehensive income

For the year ended December 31 2010 2009
Revenue

Contract revenue earned (Note 9) $ 784,450 $ 803,906
Total revenue 784,450 803,906
Expense

Operating, maintenance and administration (Note 10) 621,341 636,532

Depreciation 163,109 167.374
Total expense 784,450 803,906
Net income and total comprehensive income $ = $ -

See accompanying notes

Statement of retained earnings

For the year ended December 31 2010 2009
Retained earnings, beginning of year $ = $ -
Net income - -
Retained earnings, end of year $ = $ -
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As at December 31 2010 2009
Assets
Current assets

Cash $ 7,928 $ 15,853

Inventory 24,607 33,330

32,535 49,183

Property and equipment (Noze 3) 3,274,641 3,049,307
Total assets $ 3,307176 $ 3,098,490
Liabilities and equity
Current liabilities

Accounts payable and accrued liabilities $ 48,473 $ 44 694
Due to SaskPower (Note 4) 3,258,693 3,053,786
Total liabilities 3,307,166 3,098,480
Equity

Share capital (Note 3) 10 10

Retained earnings - -
Total equity 10 10
Total liabilities and equity $ 3,307176 $ 3,098,490

See accompanying notes

On behalf of the Board

Director
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For the year ended December 31 2010 2009
Operating activities
Net income $ = $ -
Add items not involving cash:
Depreciation 163,109 167,374
Net change in non-cash working capital:
Inventory 8,723 1,530
Accounts payable and accrued liabilities 3,779 (20,955)
Cash provided by operating activities 175,611 147949
Investing activities
Purchase of property and equipment (388,443) (5,304)
Cash used in investing activities (388,443) (5,304)
Financing activities
Advances (repayment) of due to SaskPower 204,907 (133,797)
Cash provided by (used in) financing activities 204,907 (133,797)
(Decrease) increase in cash (7,925) 8,848
Cash, beginning of year 15,853 7005
Cash, end of year $ 7,928 $ 15,853
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Power Greenhouses Inc. (the Corporation), a wholly-owned subsidiary of Saskatchewan Power Corporation
(SaskPower), was incorporated pursuant to The Business Corporations Act (Saskatchewan). Accordingly, the financial
results of the Corporation are included in the consolidated financial statements of SaskPower.

The mandate of the Corporation is to operate a greenhouse to provide tree seedlings for the purpose of afforestation.
The Corporation entered into an agreement with SaskPower, whereby it operates the greenhouse and in turn
SaskPower funds the Corporation for costs incurred. As a subsidiary of a provincial Crown corporation, the Corporation
is not subject to federal income tax, provincial income tax or federal large corporations tax.

These financial statements have been prepared in accordance with Canadian generally accepted accounting principles
(GAAP). The following accounting policies are considered significant:

(a) Use of estimates
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 are primarily related to
unsettled transactions and events as of the date of the financial statements. Significant areas requiring the use
of management estimates are described in the following summary of significant accounting policies. Actual
results could differ from those estimates, which may impact the actual results reported in future periods.

(b) Revenue recognition
Contract revenue earned is based on total expenses incurred during the year.

(c) Inventory
Inventory is valued at the lower of cost or net realizable value with the cost being determined on a first-in,
first-out basis. In establishing the appropriate provision for inventory obsolescence, management estimates the
likelihood that inventory on hand will become obsolete due to changes in technology.

(d) Property and equipment
Property and equipment is recorded at original cost and includes material, direct labor, and overhead costs.
Assets under construction are recorded as construction in progress until they are operational and available for
use, at which time they are transferred to property and equipment. Depreciation is calculated on a straight-line
basis over the estimated service life of the related asset as set out below:

Buildings 40 years
Equipment 4 - 25 years

(e) Asset impairment
The Corporation evaluates its property and equipment for impairment whenever events or changes in
circumstances indicate that the carrying amount of such assets may not be fully recoverable. Factors
which could indicate an impairment exists include significant changes in the Corporation’s strategy or
underperformance of assets relative to projected future operating results. An impairment is recognized when
the carrying amount of an asset exceeds the undiscounted projected future net cash flows expected from
its use and disposal. It is measured as the amount by which the carrying amount of the asset exceeds its fair
value. As at December 31, 2010, the Corporation determined that there was no impairment of value to its long-
lived assets and therefore no write down was required.
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(f) Financial instruments
The Corporation classifies its financial instruments into one of the following categories: held-fortrading; held-
to-maturity; loans and receivables; available-for-sale; and other liabilities. All financial instruments are measured
at fair value on initial recognition and recorded in the statement of financial position. Transaction costs are
included in the initial carrying amount of financial instruments, except for held-fortrading instruments which
are expensed as incurred. Measurement in subsequent periods depends on the classification of the financial
instrument.

Held-for-trading financial assets and liabilities are subsequently measured at fair value, with changes in fair value
recognized in the statement of income in the line item to which the financial instrument is related. Available-
for-sale financial assets are subsequently measured at fair value with changes in fair value recognized as other
comprehensive income. Financial instruments classified as held-to-maturity; loans and receivables; and other
liabilities are subsequently measured at amortized cost using the effective interest rate method.

Fair value is the amount of consideration that would be agreed upon in an arm'’s length transaction between
knowledgeable, willing parties who are under no compulsion to act. The Corporation has classified the fair
valuation of its financial instruments as level 1, 2, or 3 as defined below:

Level 1 — Fair values are determined using inputs that are quoted prices (unadjusted) in active markets
for identical assets or liabilities to which the Corporation has immediate access. The fair value
for cash was based on carrying value as an approximation of market value due to the short time
frame to maturity.

Level 2 — Fair values are determined using inputs other than quoted prices included in level 1 that are
observable for the asset or liability, either directly or indirectly.

Level 3 - Fair values were determined based on inputs for the asset or liability that are not based on
observable market data.

The Corporation has elected to record embedded derivatives only for contracts or financial instruments
entered into or modified after January 1, 2003. As at December 31, 2010, the Corporation does not have any
outstanding contracts of financial instruments with embedded derivatives that are required to be separately
valued.

(g) Employees’ future benefits
The Corporation provides a defined contribution plan for all eligible employees. The defined contribution
plan is governed by The Public Employees Pension Plan Act and Regulations and certain sections of The
Superannuation (Supplementary Provisions) Act and Regulations. Under the defined contribution plan, the
Corporation’s obligations are limited to contributions made for current service. WWhen made, these contributions
are charged to wages and employee benefits expense.

(h) Future accounting policy changes

International Financial Reporting Standards (IFRS)

Effective January 1, 2011, the Corporation will adopt IFRS in place of Canadian GAAR SaskPower has
identified the following change in accounting policy for property and equipment that will have an impact on the
Corporation’s financial position:

Under Canadian GAAR the Corporation’s accounting policy is to capitalize costs, including material,

direct labour and overhead. Under IFRS, property, plant and equipment will be recorded at historical cost
and include expenditures that are directly attributable to the acquisition of the asset. The cost of self-
constructed assets will include materials and direct labour. On transition to IFRS, the Corporation will
derecognize certain capitalized costs, including general and administrative overhead, which are not eligible
to be capitalized under IFRS.

The impact on the Corporation’s opening balance sheet as at January 1, 2010, will be a reduction of the
cost base of property and equipment by $4,526 and adding back accumulated depreciation of $2,297.
There will be a net impact of $2,229 to opening retained earnings.
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2010 2009
Accumulated Net book Net book
Cost depreciation value value
Buildings $ 5,139,345 $ 1,982,172 3,157,173 2,898,843
Equipment 525,713 408,245 117,468 150,464
$ 5,665,058 $ 2,390,417 3,274,641 3,049,307
2010 2009
Total advances to date $ 15,412,682 14,423,326
Less: total expenses incurred to date (12,153,989) (11,369,540)
$ 3,258,693 3,053,786
Amount owing to SaskPower is not secured and is non-interest bearing with no fixed terms of repayment.
# 2010 # 2009
Authorized
Unlimited Class A non-cumulative,
voting common shares
Issued
Class A
Issued and outstanding, beginning of year 10 $ 10 10 $ 10
Issued during the year for cash - - - -
Issued and outstanding, end of year 10 $ 10 10 $ 10

All shares are held by the parent corporation,

SaskPower.
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As part of its operations, the Corporation carries a number of financial instruments. It is management'’s opinion that
the Corporation is not exposed to significant interest, currency or credit risks arising from these financial instruments

except as otherwise disclosed.

The following summarizes the carrying amounts and fair values of the Corporation’s financial instruments:

At December 31 2010 2009
Asset (liability) Asset (liability)
Carrying Fair Carrying Fair

Financial instrument Classification? Level® amount value amount value
Financial assets
Cash HFT? 1 $ 7928 $ 7928 § 15,853 $ 15,853
Financial liabilities
Accounts payable

and accrued liabilities* oLs N/A (49,170) (49,170) (45,316) (45,316)
Due to SaskPower oLs N/A (3,258,693) - (3,053,786) -

1. HFT - held-fortrading.

2. The Corporation has not classified any of its financial instruments as at December 31, 2010, as either held-to-maturity or available-for-sale.

3. OL - other liabilities.

4. Accounts payable and accrued liabilities exclude GST receivable of $697 (2009 — $622), which is not considered to be a financial instrument.

5. Fair values are determined using a fair value hierarchy as follows:

Level 1 - Quoted prices in active markets for identical assets or liabilities.

Level 2 — Inputs other than quoted prices included in level 1 that are observable for the asset or liability.

Level 3 — Inputs for the asset or liability that are not based on observable market data.

Not applicable (N/A) - Financial instruments, including accounts payable and accrued liabilities, are measured using the approximate fair value

due to the short period to maturity. The Corporation has a loan, due to SaskPower, carried at its cost of $3,258,693

(2009 - $3,053,786). The fair value of the financial instrument cannot be reliably estimated because the loan is non-interest

bearing and has no set terms of repayment. The shareholder loan represents initial and ongoing financial support from the

Corporation’s shareholder.
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The Corporation’s objective when managing capital is to ensure adequate capital to support the operations and
strategies for the Corporation. The Corporation continues to work under the mandate to operate a greenhouse to
provide tree seedlings with funding provided by SaskPower to cover its costs.

The Corporation contributed $17,746 (2009 - $21,955) to the defined contribution plan during the year.

The Corporation entered into an agreement with SaskPower, its parent, whereby it operates the greenhouse and in turn
SaskPower funds the Corporation for costs incurred, which is reflected as contract revenue earned.

Also included in these financial statements are transactions with various Saskatchewan Crown corporations, ministries,
agencies, boards and commissions related to the Corporation by virtue of common control by the Government of
Saskatchewan and non-Crown corporations and enterprises subject to joint control and significant influence by the
Government of Saskatchewan (collectively referred to as related parties). Routine operating transactions with related
parties are settled at prevailing market prices under normal trade terms.

Expenses 2010 2009
SaskTel $ 7,250 $ 6,679
SaskPower 19,524 20,862

In addition, the Corporation pays Saskatchewan provincial sales tax on all its taxable purchases to the Government of
Saskatchewan Ministry of Finance. Taxes paid are recorded as part of the cost of those purchases.

2010 2009

Advertising $ 13,580 $ 19,151
Board indemnity 20,510 24,420
Consulting fees 2,028 -
Contract labour 34,272 34,920
Materials and supplies 56,011 49,372
Miscellaneous 2,457 1,814
Office 14,395 11,981
Professional fees 14,185 6,762
Shipping 5,488 3,744
Telephone 7,251 6,679
Travel and training 13,171 19,849
Vehicle 29,084 34,319
\Wages and employee benefits 408,909 423,521
$ 621,341 $ 636,632
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Power Greenhouses Inc.
P.O. Box 280 | Estevan, Saskatchewan
Canada S4A 2A3

saskpower.com/shandgreenhouse




