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   March 31,  December 31, 

,As at        2010   2009 

 
ASSETS  

Current assets 
 Cash and cash equivalents    $ 7,067 $ 4,193 

 Accounts receivable    5,364    2,974  

 Prepaid expenses and deposits 6,533  2,066   

  Inventory 691  721 

 Due from related parties (Note 11)   8,071  8,768 

 Restricted cash (Note 3)   14,573  15,359 

      42,299  34,081  

 

Restricted cash (Note 3)    688  585    

Investments   3,110  3,109 

Property, plant and equipment (Note 4)        138,577  137,266 

      $ 184,674 $       175,041 
 

 

LIABILITIES 

Current liabilities 

      Accounts payable and accrued liabilities  $ 5,183 $ 8,091 

 Bridge loan (Note 5)   4,587  -  

 Current portion of long-term debt (Note 6)  3,264   3,222 

      13,034  11,313  
  

Asset retirement obligation  347  341    

Long-term debt (Note 6)  95,481   96,174 

      95,828   96,515 

Non-controlling interest   19,230   18,802 
 

 

SHAREHOLDERS’ EQUITY  

Share capital (Note 7) $ 79,093 $ 68,347 

Contributed surplus (Note 8) 2,911  2,867 

Deficit    (25,422)  (22,803) 

       56,582  48,411 

     $ 184,674 $ 175,041 

     

Letters of Credit and Guarantees (Note 12) 
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CONSOLIDATED STATEMENTS OF NET LOSS AND COMPREHENSIVE LOSS AND DEFICIT 
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Three Months Ended March 31,        2010  2009   

 

REVENUES 

 Power and steam revenues $ 5,150 $ 549 
 Gas sales  999  - 
 Project management fees  290  186 
 Interest and other income  201  148 

   6,640  883 

EXPENSES 

 General and administrative  2,699 1,775 
 Gas costs  2,032 - 
 Interest, bank, and finance charges   1,820 220 
 Plant operating costs  804 219 
 Project development costs  768 816 
 Stock based compensation  103 114 
 Derivative financial instruments loss   - 95 
 Depreciation and accretion  1,151 274 

   9,377 3,513 
 
NET LOSS BEFORE NON-CONTROLLING INTEREST   (2,737) (2,630) 

 

NON-CONTROLLING INTEREST   (118) (89) 

 
NET LOSS AND COMPREHENSIVE LOSS   (2,619) (2,541) 
 

DEFICIT, BEGINNING OF PERIOD   (22,803) (13,541) 

DEFICIT, END OF PERIOD     $ (25,422) $ (16,082)  

 
NET LOSS PER SHARE (Note 7) 

Basic and Diluted     $ (0.07) $ (0.08) 



PRISTINE POWER INC. 
CONSOLIDATED STATEMENTS OF CASH FLOWS 
FOR THE THREE MONTHS ENDED MARCH 31, 2010 and 2009 
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Three Months Ended March 31, 2010 2009  

OPERATING 

Net loss                           $ (2,619) $ (2,541)  
 Add (deduct) non-cash items: 
 Depreciation and accretion     1,151  274  
 Stock based compensation     103  114 
 Amortization of finance fees     99  -  
 Non-controlling interest     (118)  (89) 
 Unrealized foreign exchange gain (loss) and other    32  (6) 
 Derivative financial instrument loss      -  95 

          (1,352)  (2,153)    

 Change in non-cash working capital (Note 10)    (1,211)  502 

 Cash used in operating activities     (2,563)  (1,651) 

FINANCING 

 Proceeds from issuance of shares (net of share issue costs) 10,502 -  
 Proceeds from debt issued   5,000 - 
 Advances from partners   186 163 
 Net partner contribution to non-controlling interest  546 - 
 Repayment of long-term debt   (660) (75) 
 Financing costs   (318) (21) 
 Change in non-cash working capital (Note 10)  (1,702) (23) 

 Cash provided by financing activities         13,554 44 

INVESTING 

 Restricted cash                 683 638  
 Property, plant and equipment   (2,456) (7,712) 
 Investments   (1) - 
 Cash held in trust   - 2,320 
 Change in non-cash working capital (Note 10)  (6,311) (390) 
 
Cash used in investing activities  (8,085) (5,144) 

Foreign exchange impact on cash and cash equivalents      (32)  (13)  

Increase (decrease) in cash and cash equivalents   2,874  (6,764) 

Cash and cash equivalents, beginning of period    4,193  37,700 

Cash and cash equivalents, end of period    $        7,067 $ 30,936 
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1.  NATURE OF BUSINESS 

 
Pristine Power Inc. (“Pristine” or ”the “Company”) is incorporated under the Canada Business Corporations Act. The 
Company is engaged in the development and operation of power generation projects in Canada.  
 
 
2.  BASIS OF PRESENTATION 
 

The unaudited interim consolidated financial statements of the Company have been prepared by Management in 
accordance with Canadian generally accepted accounting principles (“GAAP”), following the same accounting 
policies and using the same methods of computation as those used in the audited consolidated financial statements 
of Pristine for the year ended December 31, 2009.  The disclosures provided below are incremental to those included 
with the annual consolidated financial statements and certain disclosures which are normally required to be included 
in the notes to the annual consolidated financial statements have been condensed or omitted.  Accordingly, these 
unaudited interim consolidated financial statements should be read in conjunction with the Company’s consolidated 
financial statements for the year ended December 31, 2009. 
 
Use of Estimates 

 
The preparation of financial statements requires management to use 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 periods presented.  Actual results may differ from these estimates and 
assumptions. 
 
Change in accounting policies 

 
The Company’s accounting policies have not changed materially from those described in the 2009 annual report. 
 
 
3.  RESTRICTED CASH 
 

Current restricted cash includes $14 million of segregated funds securing outstanding letters of credit and funds 
received from a supplier relating to liquidated damages due under the terms of the related construction and 
equipment supply contracts.  Under the terms of the Trust Indenture, liquidated damages received must be used to 
repay long term debt.  Accordingly, under the terms of the trust indenture these amounts will be applied against the 
long term debt. 
 

Long term restricted cash represents funds held by the lender as a debt service reserve to secure repayment of the 

principal, interest and any other charges under the terms of the loan.  In addition, restricted cash includes funds held by 

EnPower’s term loan (note 6) lender as a major maintenance reserve to be applied against future maintenance costs. The 

debt service reserve fund may be reduced by $100,000 annual increments if the debt service coverage ratio is maintained 

over each of the next three fiscal years, up to a maximum reduction of $300,000.  

 
 
4.   PROPERTY, PLANT AND EQUIPMENT 

 

March 31, 2010  Cost Accumulated 
amortization 

Net Book 
Value 

    $ $ $ 

       
Land    7,586 - 7,586 
Assets under construction 9,443 - 9,443 
Power generation equipment  73,292 1,643 71,649 
Steam generation equipment  29,859 311 29,548 
Building and structure  19,529 317 19,212 
Administrative assets  1,963 824 1,139 

       
    141,672 3,095 138,577 
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December 31, 2009  Cost Accumulated 
amortization 

Net Book 
Value 

    $ $ $ 

       
Land    7,586 - 7,586 
Assets under construction 7,015 - 7,015 
Power generation equipment  73,260 1,000 72,260 
Steam generation equipment  29,862 79 29,783 
Building and structure  19,526 161 19,365 
Administrative assets  1,967 710 1,257 

       
    139,216 1,950 137,266 

 
 
Interest capitalized during the construction period is as follows: 
 

Period  Ended March 31,    2010 2009 
     $ $ 

       
Interest     369 1,341 

 
 
5.  BRIDGE LOAN 
 

As at March 31, 2010, the outstanding debt is as follows: 

 

  Face Value March 31, 
2010 

December 31, 
2009 

    $ $ $ 

     
Secured Bridge Loan  5,000 5,000 - 
Financing fees   - (413) - 

    5,000 4,587 - 

   

On January 7, 2010 the Company entered into a $5.0 million secured bridge loan facility. The facility has a one year 
term; interest is payable at 12% and, secured by a general charge on all present and future property of the Company, 
subject to certain exceptions. 
 

As at March 31, 2010, the estimated fair value of the outstanding bridge loan approximates its face value. 
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6.  LONG-TERM DEBT 

 

As at March 31, 2010 and December 31, 2009, the outstanding debt is as follows: 

 

  Face Value March 31, 
2010 

December 31, 
2009 

    $ $ $ 

     
Series 1 Senior Term Bonds  88,350 88,350 88,930 
Term loan  11,889 11,889 11,969 
Financing fees   - (1,494) (1,503) 

    100,239 98,745 99,396 
       
Less current portion  - 3,264 3,222 

       
    100,239 95,481 96,174 

   

Combined principal payments over each of the next five years and thereafter are as follows: 
 
 Twelve months ended March 31,  
 2011 $ 3,264  
 2012  2,918  
 2013  3,106  
 2014  3,306  
 2015  3,519  
 2016 and thereafter  84,126  

     
 Total long-term debt $ 100,239  

 

Included in the current portion of long-term debt is $500,000 received in liquidated damages which under the term of 
the trust indenture are to be applied against the long term debt. In addition, upon execution of a final settlement 
agreement with a supplier, which will determine the ultimate liquidated damages due from such supplier, it is 
anticipated that an additional payment of approximately $500,000 will be applied to the long-term debt balance. 
 

The Company was in compliance with all covenants contained in the loan agreements at March 31, 2010. 

 

As at March 31, 2010, the estimated fair value of the outstanding long term debt is $100.5 million (December 31, 

2009 - $98.7 million). The fair value of the long-term debt was determined using 10 to 15 year Government of Canada 

Bond rates, adjusted for current credit spreads estimated based upon comparable debt issuances as of March 31, 

2010. 
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7.  SHARE CAPITAL 
 
Authorized: 

Unlimited number of voting common shares 
Unlimited number of common non-voting shares 
Unlimited number of preferred shares 
 
Issued: 

The Company had the following shares outstanding at: 
 
    March 31, 2010 December 31, 2009 

       
Common Voting Shares   Number ($) Number ($) 
Balance, beginning of period  30,710,886 73,730 30,227,886 72,290 
 Cash received on exercise of options 100,000 100 - - 
 Non-cash component of options exercises - 59 - - 
 Cash received on exercise of warrants - - 483,000 1,209 
 Non-cash component of warrant exercises - - - 231 
 Issued for cash 4,791,670 10,612 - - 

       
Balance, end of period   35,602,556 84,501 30,710,886 73,730 

        
Warrants      
Balance, beginning of period  - - 1,112,400 534 
 Issued with bridge loan facility (Note 5) 500,000 185 - - 
 Issued for cash 2,395,835 886 - - 
 Conversion to voting shares - - (483,000) (231) 
 Expiration of warrants - - (629,400) (303) 

        
Balance, end of period   2,895,835 1,071 - - 

        
Share issue costs    (6,479)  (5,383) 

        
Total share capital  79,093  68,347 

 
Common Voting Shares  

 
On January 7, 2010, the Company issued 4,791,670 Units, at a price of $2.40 per unit for aggregate gross proceeds 
of approximately $11.5 million. Each unit consists of one common share and one-half of one common share purchase 
warrant. Each whole warrant entitles the holder to acquire one common share at a price of $3.25 at any time up to 
January 13, 2012.   
 
The fair value of the shares and warrants  were determined to be $2.21 per share and $0.19 per half warrant.  The 
2,395,835 whole warrants issued have been allocated a fair value of $886,000, which was estimated using the Black-
Scholes pricing model, assuming a risk free rate of approximately 1%, expected volatility of approximately 48%, 
expected weighted average life of two years, and no annual dividends paid. 
 
 
Warrants on Bridge Loan 

 
As additional consideration for the $5 million secured bridge loan facility, 500,000 warrants were issued to the 
lenders. Each warrant entitles the holder to acquire one common share at a price of $3.25 prior to the close of 
business on January 13, 2012.  
 
The fair value of the 500,000 warrants issued as part of the Bridge Loan (note 5) was determined to be $0.37 per 
warrant.  The 500,000 warrants have an estimated fair value of $185,000, which was estimated using the Black-
Scholes pricing model, assuming a risk free rate of approximately 1%, expected volatility of approximately 48%, 
expected weighted average life of two years, and no annual dividends paid. These warrants have been recorded as a 
financing cost on the Bridge Loan. 



PRISTINE POWER INC. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE THREE MONTHS ENDED MARCH 31, 2010  
(Unaudited) 
(Tabular amounts in thousands of dollars except share amounts)    
   

9 
 

Loss per share 

 
The basic loss per share amounts have been calculated using the following weighted average common shares: 
  
Three months ended March 31,   2010 2009 

       
Basic   35,220,982 30,402,494 

                                                                                            

The Company has recorded a loss in the current and prior period; therefore, the effect of outstanding options and 
warrants is anti-dilutive.                                                                                                         
 
 
8.  CONTRIBUTED SURPLUS 

 
The Company accounts for its stock based compensation plan using the fair value method.  Under this method, 
compensation cost is charged over the vesting period for stock options with a corresponding increase to contributed 
surplus. 
 
The following table reconciles the Company’s contributed surplus: 
 
  March 31, 

2010 
December 31, 

2009 
     $ $ 

       
Balance, beginning of period                                                                    2,867 1,928 
Value attributed to stock-based compensation awards                   103 636 
Exercise of options   (59) - 
Expiration of warrants    - 303 

     
Balance, end of period                                                                          2,911 2,867 

                                                                                            

 
9.  STOCK-BASED COMPENSATION 
 

Under the terms of the stock option plan employees, directors and consultants may be granted options to purchase 
common shares.  The aggregate number of shares reserved for issuance under this plan shall not exceed 10% of the 
total number of issued and outstanding shares.  The exercise price and terms of the options are determined by the 
Board at the time the options are granted. The maximum terms of the options are not to exceed ten years. 
 
The following table provides a reconciliation of the stock option plan activity: 
 
                   Period ended March 31, 2010 Period ended March  31, 2009 

 Number of 
options 

Weighted 
average exercise 

price ($) 

Number of 
options 

Weighted 
average exercise 

price ($) 

     
Balance, beginning of period 2,965,000 1.81 2,200,000 1.79 
Exercised (100,000) 1.00 - - 
Granted  - - 590,000 1.19 

     
Balance, end of period 2,865,000 1.84 2,790,000 1.77 
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The following table summarizes stock options outstanding and exercisable under the plan at March 31, 2010: 
 
  Options Outstanding Options exercisable 

Range of exercise price Number of 
options 

Weighted 
average 

contractual life 

Weighted 
average 

exercise price 
$ 

Options 
exercisable 

Weighted 
average 

exercise price 
 

$ 

$0.40 690,000 5.25 0.40 690,000 0.40 
$1.00 - $1.80 950,000 4.07 1.39 572,048 1.26 
$2.00 60,000 2.74 2.00 33,332 2.00 
$2.50 - $2.65 740,000 2.99 2.50 537,652 2.50 
$3.50 - $4.00 425,000 3.04 3.92 342,476 3.95 

      
 2,865,000 3.90 1.84 2,175,508 1.73 

                                                                                            

 

10.  SUPPLEMENTAL CASH FLOW INFORMATION 

 
Changes in non-cash working capital 
  March 31, 

2010 
March 31, 

2009 
     $ $ 

       
Operating:     

Accounts receivable   377 29 
Prepaid expenses and deposits   (1,611) 1,130 
Inventory   30 - 
Accounts payable and accrued liabilities   (7) (657) 

     
   (1,211) 502 

     
Financing:     

Accounts receivable   (2,124) 3 
Due from related parties   - - 
Accounts payable and accrued liabilities                422 (26) 

     
   (1,702) (23) 

 
Investing: 

    

Accounts receivable   (132) 973 
Prepaid expenses and deposits   (2,856) (20) 
Accounts payable and accrued liabilities   (3,323) (1,343) 

     
   (6,311) (390) 

 

Interest  2010 2009 
     $ $ 

       
Interest received                                                                                                                   137 202 

       
Interest paid   2,209 1,617 
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11.  RELATED PARTY TRANSACTIONS 
 

All related party transactions have been measured at the agreed to exchange amounts, which are the amounts of 
consideration established and agreed to by the related parties and in management’s opinion approximate fair value.  
Except as disclosed elsewhere in the financial statements, the Company was involved in the following related party 
transactions: 

  March 31, 
2010 

December 31, 
2009 

     $ $ 

       
Advances:     

Due from York Energy Centre Limited Partnership ** 7,684 7,684 
Due from Mackenzie Green Energy Inc. 101 101 
Due from EnPower Green Energy Generation Limited Partnership 98 124 
Due from East Windsor Cogeneration Limited Partnership 4 164 

     
   7,887 8,073 

     
Accounts receivable:     

Due from York Energy Centre Limited Partnership 132 578 
Due from East Windsor Cogeneration Limited Partnership 47 117 
Due from EnPower Green Energy Generation Limited Partnership 5 - 

     
   184 695 

     
Total   8,071 8,768 

** Represents Harbert York Canada Company’s share of development costs advanced by the Company to 
York Energy Centre Limited Partnership prior to November 1, 2009.  Included in the accounts receivable 
balance at March 31, 2010 is $2,487,000 due from Harbert York Canada Company for their share of 
development costs funded by the Company for York Energy Centre Limited Partnership for the period from 
November 1, 2009 through March 31, 2010. 

a) Advances are unsecured, non-interest bearing and are due on demand.  Accounts receivable relate to project 
management fees and interest relating to letters of credit provided in the period. 

b) During the three month ended March 31, 2010 the Company recorded project development fees of $290 
thousand (2009 - $186 thousand) provided by Pristine Power Inc. for time and expenses incurred while 
managing the development of the projects. In addition, the Company recorded interest income of $185 
thousand relating to interest charged on letters of credit provided to projects in the year.  

 
12.  LETTERS OF CREDIT AND GUARANTEES   

 
In the normal course of operations, the Company enters into agreements to provide financial or performance 
assurances to third parties. These include guarantees and letters of credit which are entered into to support or 
enhance credit worthiness in order to facilitate the extension of sufficient credit for construction projects and 
equipment purchases. At March 31, 2010, the Company had $14.0 million in letters of credit outstanding (December 
31, 2009 - $13.4 million) secured by restricted cash.  The letters of credit have expiry dates ranging from November 
2010 to April 2011.  
 
The Company has provided guarantees to its partners in various projects for the Company’s share of development 
securities paid for on the Company’s behalf by its partners.  In the event these securities are drawn upon, the 
Company would be liable for its share of the foregone deposit to the extent listed below. 
 
  March 31,   

2010 
December 31,   

2009 
    $ $ 

Project   Partner    

East Windsor Cogeneration Limited  
Partnership 

Fort Chicago Power Ventures 
Canadian Limited Company 

3,425 3,425 
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13.  SEGMENTED INFORMATION 

 
 Gas Turbine 

Generation 
Energy Recovery 

Generation 
Corporate, other, and 

eliminations 
Total 

Three months ended 
March 31, 

2010 2009 2010 2009 2010 2009 2010 2009 

 $ $ $ $ $ $ $ $ 

Power, steam and gas 
sales 

5,518 - 631 549 - - 6,149 549 

Project Management 
fees 

- - - - 290 186 290 186 

Interest and other 
income 

- -  17 201 131 201 148 

 5,518 - 631 566 491 317 6,640 883 

         
Plant operating and 
gas costs 

2,764 - 161 227 (89) (8) 2,836 219 

General and 
administration 

267 (7) 5 19 2,427 1,763   2,699 
 

1,775 

Interest and finance 
fees 

1,408 - 205 210 207 10 1,820 220 

Depreciation, accretion 864 - 191 190 96 84 1,151 274 
Project development - - - - 768 816 768 816 
Stock based 
Compensation 

- - - - 103 114 103 114 

Non-controlling interest - - - - (118) (89) (118) (89) 
Derivative (gain) loss - 95 - - - - - 95 

 5,303 88 562 646 3,394 2,690 9,259 3,424 
         
Segment net income 
(loss)  

215 (88) 69 (80) (2,903) (2,373) (2,619) (2,541) 

 
 

 

Gas Turbine Generation Energy Recovery 
Generation 

Corporate, other, and 
eliminations 

Total 

 March 31, 
2010 

December 
31, 2009 

March 31, 
2010 

December 
31, 2009 

March 31, 
2010 

December 
31, 2009 

March 31, 
2010 

December 
31, 2009 

 $ $ $ $ $ $ $ $ 

Current Assets 7,589 9,393 819 711 33,891 23,977 42,299 34,081 
Long-term Assets 121,224 119,469 14,972 15,062 6,179 6,429 142,375 140,960 

 128,813 128,862 15,791 15,773 40,070 30,406 184,674 175,041 

         
Current Liabilities 14,580 17,789 683 659 (2,229) (7,135) 13,034 11,313 
Long-term liabilities 84,499 85,111 11,329 11,404 - - 95,828 96,515 
Non-controlling 
interest 

- - - - 19,230 18,802 19,230 18,802 

 99,079 102,900 12,012 12,063 17,001 11,667 128,092 126,630 

         
Equity 29,734 25,962 3,779 3,710 23,069 18,739 56,582 48,411 

         
 128,813 128,862 15,791 15,773 40,070 30,406 184,674 175,041 

 
All of the Company’s assets are located in Canada for both the period ended March 31, 2010 and the year ended 
December 31, 2009. 
 
 
14.  COMPARATIVE FIGURES 

 
Certain comparative figures have been reclassified to conform to the current period’s presentation. 
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Highlights 

Dollar amount in thousands    

Three months ended March 31,   2010 2009 

Net production (MWh) (1)  18,729 6,847 

Steam production (mmbtu) (1)  90,713 - 

    

  $ $ 

Revenue  6,640 883 

Expenses  9,377 3,513 

Net loss and comprehensive loss  (2,619) (2,541) 

Net loss per share     

 Basic  (0.07) (0.08) 

 Diluted  (0.07) (0.08) 

    

Funds used in operations (2)  (1,352) (2,153) 

 Basic  (0.04) (0.07) 

 Diluted  (0.04) (0.07) 

(1)  Before non-controlling interest share. Refer to the paragraph titled “Basis of Presentation”. 
(2) Funds used in operations is a non GAAP measure. Refer to the paragraph titled “Cash Flow from Operations” for an explanation of its use and  

reconciliation with the Company’s GAAP measures 

 

 

As at  
 

March  

31, 2010 

December  

31, 2009 

  $ $ 

Total assets  184,674 175,041 

Long-term liabilities  95,828 96,515 

Shareholders’ equity  56,582 48,411 

 

Results of Operations 
Net production for the three months ended March 31, 2010 is comprised of electricity and steam generation from the 

Company’s three plants: EnPower’s ERG® plants, Savona and 150 Mile House, and EWCC.   

Net loss for the first quarter of 2010 was $2.6 million ($0.07 per share, basic and diluted) compared with loss of $2.5 million 

($0.08 per share, basic and diluted) for the same period of the previous year.  Higher revenue contribution from a full quarter 

of operations at EWCC was offset by increased general and administration, gas and plant operating costs, depreciation and 

amortization and interest and finance charges compared to the same period in 2009. 

Funds used in operations during the first quarter of 2010 were $1.4 million compared with $2.2 million in the first quarter of 

2009, reflecting a full quarter of operations of the EWCC in 2010. 

The Company had $7.1 million in cash and cash equivalents at March 31, 2010 (December 31, 2009 - $4.2 million) and a 

working capital surplus of $29.3 million (December 31, 2009 - $22.8 million). The increased working capital primarily reflects 

cash proceeds from the equity issuance in January 2010 partially offset by capital expenditures on the Company’s York 

project.  

 

 

 



Page | 3 
 

East Windsor Cogeneration Centre Limited Partnership 

The 86 MW East Windsor Cogeneration Centre commenced commercial operations in November 2009.  The first three months 

of 2010 represent the facility’s first full quarter of operations, resulting in 11,265 MWh and 90,713 mmbtu’s of production.   

Electricity production in the quarter was significantly reduced due to low energy demand in the Ontario market resulting from 

the continuing impacts of the economic downturn on key economic sectors in the province.  

The EWCC operates under a Combined Heat and Power contract (“CHP”) with the Ontario Power Authority (“OPA”). Under the 

CHP contract, EWCC receives a capacity payment less deemed net revenue based upon market prices and contractual plant 

efficiency or heat rate.  Actual revenues earned from electricity sales to the Ontario market, net of gas purchases to generate 

such electricity, effectively offset the deemed net revenue deduction.   As a result, in periods of economic downturn EWCC still 

receives its capacity payments despite having lower electricity production.  In periods where dispatch and related production is 

low, revenue will be negatively impacted to the extent that the facility is unable to capitalize on efficiencies between its actual 

heat rate and the contractual heat rate in the CHP contract. 

During the three month period ended March 31, 2010, availability of the plant was negatively impacted by unplanned outages 

on both of its LM6000 gas turbines.  Due to the nature of the CHP contract and the significantly reduced electricity demand, 

the facility’s revenue was not significantly impacted from these outages.   Direct repair costs for the turbines are expected to 

be covered under warranty with the majority of incidental costs covered under EWCC’s insurance.    

Three months ended March 31, 2010  2009 

   

Net production (MWh) (1) 11,265 - 

Availability factor 65% - 

Steam production (mmbtu) (1) 90,713 - 

(1) Before non-controlling interest share. Refer to the paragraph titled “Basis of Presentation”. 

 

 

EnPower Green Energy Generation Limited Partnership 

Net production for the three month period ended March 31, 2010 for the EnPower plants has been positively affected as the 

Spectra pipeline flows have increased to previously anticipated amounts compared to the previous year. In addition, the 

EnPower plants have not incurred any unscheduled outages during the three months ended March 31, 2010 as had occurred 

in 2009. The higher output of the Spectra compressor stations is a result of improved gas flows on the Spectra pipeline T-

South system.  These improved gas flows resulted in net production for the EnPower plants of 7,464 MWh for the period 

ended March 31, 2010 compared to 6,847 MWh for the period ended March 31, 2009.  

Three months ended March 31, 2010  2009 

Net production (MWh) (1) 7,464 6,847 

Combined capacity factor 72% 63% 

Availability factor 100% 86% 

(1) Before non-controlling interest share. Refer to the paragraph titled “Basis of Presentation”. 

 

Projects Under Contract 

York Energy Centre Limited Partnership 

In December 2008, the Company was awarded a 20 year contract by the Ontario Power Authority to construct and operate 

YECLP; a 393 MW natural gas fired peaking generation facility, located in the Township of King, Region of York, 

Ontario. Pristine holds a 50% interest in the project with total project costs expected to be up to $330 million.   

 

During the period, the Company continued to work towards completing the necessary permitting and site plan processes to 

obtain the required planning and environmental approvals for construction. A formal hearing with the Ontario Municipal Board 

(“OMB”) regarding the York Energy Centre’s Site Plan application commenced on March 31, 2010 and concluded on April 21, 
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2010 .  The OMB’s decision on the application is expected to be issued within approximately ninety days from the close of 

proceedings. 

The Company continues to evaluate the potential impact of the Interim Control By-Law passed by the Township of King on the 

overall project schedule, as well as alternative actions available including, but not limited to, appeals to the appropriate 

regulatory and government authorities and other legal remedies.  A separate hearing to set aside the Interim Control By-law is 

expected to commence in the second quarter and a court action has also been filed in this regard.  Accordingly, the Interim 

Control By-Law’s effect on the commencement of construction and commercial operations of the YEC has not been fully 

determined at this time, but such commencement could be significantly delayed as a result of the passage of this By-Law. The 

Company remains committed to the ultimate success of the project and in the intervening period continues to work closely 

with suppliers and contractors to minimize potential impacts on the project’s schedule and economics. 

The Company as at March 31, 2010 has provided funding for the development of YEC as follows: 

 $ 

Development costs already incurred and expensed 3,142,000 

Funds advanced for capital expenditures 20,287,000 

Cash pledged as collateral for letters of credit  11,100,000 

 34,529,000 

 
 

Until financial close, the Company is expected to fund all development costs and equipment deposits. Funds advanced by the 

Company to YEC will form part of its required equity contribution at financial close. Any excess development costs incurred 

above the required equity amount will be refunded to the Company at that time. Pristine retains the right to require Harbert to 

make its share of required equity contributions prior to financial close for up to 50% of project costs incurred to date.  As at 

March 31, 2010, Harbert’s share of such equity contributions was approximately 11.7 million.  To the extent that Pristine 

exercises such right, the additional equity contribution of Harbert over and above its 50% share is reduced in accordance with 

a predefined formula. Performance security and other forms of security required up to debt financing are expected to be 

shared equally by the partners. At March 31, 2010, $11.1 million of performance security had been posted by Pristine. All 

major equipment contracts and a fixed price EPC contract are currently executed. Until such time as these contracts are given 

Full Notice to Proceed, capital at risk is limited to costs incurred to date less amounts recoverable from Harbert. 

Mackenzie Green Energy Centre 

The Mackenzie Green Energy Centre (“MGEC”) is a proposed 65 MW (thermal equivalent) biomass fired project to be located 

in Mackenzie, British Columbia. BC Hydro has agreed to extend the removal of the performance security requirements until 

May 15, 2010. The Company plans to continue to seek further extensions as required.  Such extensions have been 

successfully received in the past.  If the security requirements are not replaced by May the deadline or if the deadline is not 

further extended by BC Hydro, the power purchase agreement will terminate with no additional financial liabilities to Pristine. 

It has recently been announced that the pulp mill host site has been sold to Sinar Mas, a major pulp producer. 

Development Activities 
For the period ended March 31, 2010, the Company continued its strategy of pursuing the development of dependable,  

cost-effective and environmentally responsible power generation plants utilizing technology with proven past performance.  

As part of this pursuit the Company continues to investigate various opportunities in Canada targeting Ontario, British 

Columbia, and Saskatchewan.  

Ontario Feed-in Tariff Program 

On April 8, 2010, the Company announced that its two proposed Ontario based wind projects, St. Columban and Grand Valley 

have successfully advanced to the next stage of the Ontario Feed-in-Tariff (“FIT”) process. The Company’s economic interest 

in the projects is expected to range from 75% to 90%.  The proposed 33 MW St. Columban project is located in the Township 

of Huron East and is enabled by the Bruce-to-Milton transmission project that Hydro One currently has underway.     

Accordingly, the OPA advised that the St. Columban project is subject to an Economic Connection Test (“ECT”) which will 

evaluate and rank the project relative to the other FIT projects for assignment of this capacity.  Post-ECT contract awards are 

expected in the fall of 2010.   
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As the Company’s projects are now operational and are beginning to generate cash flow, funds used in operations has 

decreased as expected as cash flows from projects partially cover the Company’s administrative costs and further project 

development activities.  

Cash Used in Financing Activities 

For the three months ended March 31, 2010, cash provided by financing activities was $13.6 million compared to cash 

provided by financing activities of $44 thousand for the same period in 2009. This increase is primarily attributable to the 

effect of the issuance of debt, net of financing fees, of $4.7 million and the issuance of common shares and warrants, net of 

issuance fees, of $10.5 million. The increased cash flow from the debt and share issuances was offset by a reduction of the 

finance working capital in the amount of $1.7 million which related primarily to funds due from the partner on the YEC 

development.  

During the period the Company, through its investments, repaid an aggregate of $660 thousand of principal relating to 

EnPower’s $24.6 million ten-year non-recourse loan and EWCC’s $179 million Series 1 Senior Bonds. 

In the first quarter, non-controlling interests invested an additional $546 thousand related to capital contributions for the  

projects. 

Cash Used in Investing Activities 

Cash used in investing activities during the three month period ended March 31, 2010 was $8.1 million compared with cash 

used of $5.1 million for 2009.  

The change in investing non-cash working capital of $6.3 million is the result of reduced construction and land development 

costs of $3.4 million and an increase of $2.9 million in deposits paid in advance of vendor settlements.  

During the period the Company incurred capital expenditures of $2.5 million (March 31, 2009 - $7.7 million) the majority of 

which supported the continued development of the YEC project.   Capital expenditures by project were as follows: 

Dollar amount in thousands    

Three months ended March 31,  2010 2009 

  $ $ 

East Windsor Cogeneration Limited Partnership  30 5,640 

York Energy Centre Limited Partnership  2,424 1,985 

EnPower Green Energy Generation Limited Partnership  5 34 

Other  (3) 53 

Total  2,456 7,712 

 

As the EWCC project entered the commissioning stage in late 2009, capital expenditures have reduced accordingly as all of 

the equipment has been acquired and installed.  Capital expenditures on the YEC project in 2010 include environmental and 

permitting costs, preliminary engineering, land deposit, initial payments of the gas turbine generator sets and general and 

administrative expenses directly related to the project.  

Cash Position 

At March 31, 2010, the Company’s cash and cash equivalents totaled $7.1 million and the Company expects $2.0 million of 

deposits outstanding at March 31, 2010 will be refunded in the second quarter of 2010.  These funds are expected to be used 

to fund future development activities, general corporate overhead and Pristine’s share of YEC equity requirements prior to 

financial close.  In addition, upon financial close of the YEC, the Company expects to receive a return of funds for general 

corporate purposes of approximately $8 million to $12 million based on current expenditures to March 31, 2010, the terms of 

the Company’s agreement with its partner and expected foreign exchange rates and interest rates.  In the event that 

financing is delayed, the Company retains the right to require its partner to make its share of required equity contributions for 

up to 50% of project costs incurred to date, but would sacrifice a portion of its equity uplift in the project from its partner 

based upon a predefined formula. 
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At March 31, 2010, the Company had a working capital surplus of $29.3 million compared with $22.8 million at December 31, 

2009.  The increase in the working capital reflects the net proceeds received from the January 2010 equity issuance offset by 

capital expenditures on the Company’s York project. 

At March 31, 2010, current restricted cash totaled $14.6 million and primarily consisted of funds pledged for outstanding 

letters of credit of $13.3 million for YEC and EnPower, the remaining amount related to funds received from liquidated 

damages under the terms of related construction and equipment supply contracts relating to EWCC. With respect to the latter, 

under the terms of the Trust Indenture, liquidated damages received must be used to repay long-term debt.  The Company 

has received $1.8 million of liquidated damages of which $0.5 million will be used to repay long-term debt, and the remaining 

$1.3 million is subject to final settlement with the related supplier. 

Outstanding Share Data 
Details of the Company’s share structure, as at March 31, 2010 is as follows: 

OUTSTANDING SHARE DATA   

Three months ended March 31, 2010 

Weighted average outstanding common shares  

 Basic 35,220,982 

 Diluted - 

Outstanding securities as of date noted  

 Common shares 35,602,556 

 Common share options 2,865,000 

 Warrants 2,895,835 

Diluted common shares outstanding 41,363,391 

Outstanding securities at May 5 , 2010  

 Common shares 35,602,556 

 Common share options 2,865,000 

 Warrants 2,895,835 

Diluted common shares outstanding 41,363,391 

 

Off-Balance Sheet Arrangements 
As at March 31, 2010 and 2009 the Company had no off-balance sheet arrangements. 

Transactions with Related Parties 
In the course of developing and operating power projects, Pristine charges its partner(s) prior to being awarded a contract,  

and subsequently thereto, to the project itself, project management fees based upon commercial rates agreed upon by its 

partner(s) or the project’s Board of Directors. The Company’s proportionate share of revenues earned from project 

management provided to related companies is excluded in its consolidated financial statements. During the first quarter of 

2010, the Company charged project management fees to EnPower, EWCC and YEC totaling $580 thousand of which the 

Company recognized $290 thousand as revenue. The amount charged to a partner or project varies from period to period 

depending on the stage of a project’s development. 

Control and Procedures 
During the period ended March 31, 2010 there have been no changes in Pristine’s internal control over financial reporting that 

have materially affected, or are reasonably likely to materially affect, the Company’s internal control over financial reporting. 
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Critical Accounting Estimates 
Management is required to make certain estimates, assumptions and judgments in the application of Canadian generally 

accepted accounting principles which have a significant impact on the consolidated financial statements. The Company’s 

accounting policies have not changed materially from those described in the 2009 annual report. 

International Financial Reporting Standards 

Canadian publically accountable enterprises will be required to adopt International Financial Reporting Standards (“IFRS”) for 

fiscal years beginning on or after January 1, 2011. 

In the first quarter of 2010, the Company commenced the implementation phase of its change over plan to International 

Financial Reporting Standards (“IFRS”).  This consisted of determining the adjustments required to its opening balance sheet 

as at January 1, 2010, including which elections related to the first time adoption of IFRS it would make. The Company has 

elected to use the first time adoption exemption related to share-based payment transactions.   The impact of all other 

accounting policies as a result of adopting IFRSs will be applied on a retrospective basis.   

When the Company first started planning and scoping the conversion to IFRS, it identified the following areas as likely having 

a high impact on its financial position and operating results: property, plant and equipment; interest in joint ventures; 

accounting for power purchase agreements; impairment of assets; and financial statement preparation, presentation and 

disclosure.  Following its analysis, it determined that accounting for power purchase agreements and impairment of assets 

under IFRS are not expected to have an impact on the Company’s financial position and operating results.  Under IAS 16 

Property, Plant and Equipment, the Company will be required to expense costs primarily related to training, which it had 

capitalized under Canadian GAAP.  In addition, costs incurred in relation to project financing, previously recorded as on off-set 

to associated debt, will under IAS 16 be reclassified to property, plant and equipment.  The net impact of these changes upon 

adoption of IFRS is not expected to have a material impact on the Company’s financial position, operating results or cash flow.   

The International Accounting Standards Board (“IASB”) issued Exposure Draft 9 which, if passed as currently drafted, would 

no longer permit the Company to account for its interest in various investments using the proportionate consolidation method. 

Instead, the Company would be required to account for such interests using the equity method. If this exposure draft is 

passed, the Company would account for its interest in a joint venture interest as an equity investment, at cost plus its share of 

post acquisition profits, instead of its proportionate interest in assets, liabilities, revenues and expenses. This would 

significantly alter the Company’s current presentation in its balance sheet, income statement and statement of cash flows. 

Given the repeated delay by the IASB in issuing a final decision on this standard, it is not currently expected that any future 

change will be effective at the time Canadian publically accountable enterprises are required to report under IFRS.  The 

Company will continue to monitor standards development as issued by the IASB and the AcSB, to assess their potential impact 

on the Company, as well as regulatory developments as issued by the Canadian Securities Administrators. 

As the implications of the conversion are identified, continual requirements for infrastructure, expertise, training and education 

will be addressed. A summary of the changeover plan, along with key milestones and accomplishments to date, is set out in 

the following table. 

KEY ACTIVITY MILESTONE DATES STATUS 

Financial statement preparation: 

Identification of differences between Canadian 

GAAP and IFRS accounting policies 

 Diagnostic report determining high, 

medium and low impact areas. 

 Selection of entity’s continuing IFRS 

policies. 

 

 Selection of IFRS 1 accounting policy 

choices. 

 Financial statement format. 

 Quantification of effects of change in 

IFRS 1  

disclosures and 2010 financial 

statements including note disclosure. 

 

 

 

 

 

 

 

 

 

 Q1 financial statements (July / August 
2010);    subsequent quarters (six to 
eight weeks after completion of 
Canadian GAAP statements) 

 

 

 

 Completed 

 

 Evaluation of high and medium 

impact  standards 

completed/remaining (Q2) 

 Completed 

 
 Draft consolidated statements in 

progress/entity draft financial 

statements in progress  
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KEY ACTIVITY MILESTONE DATES STATUS 

Internal controls over financial reporting 

control environment: 

 Redesign of internal controls over financial  

 reporting and CEO/CFO certification 

program 

 

 

 

 

 
 

 Documentation of impact on 

processes,  systems and controls for  

 low areas to be completed Q3 2010 

 

 Redesign of CEO/CFO Certification  

 program for low impact areas (Q3 

2010) 

 
 

 Documentation of impact on 

processes, systems and controls for 

high and medium impact areas 

completed. 

 Redesign of CEO/CFO Certification  

 program for high/mid impact areas  

 completed. 

Disclosure controls and presentation 

control environment: 

 MD&A verification 

 Investor communication package 

 

 

• Quarterly 

• Q3 2010 

 

 

 

Information systems: 

 Program upgrades and changes including  

consolidation package 

 

 One-off calculations (IFRS 1) 

 Disclosure data gathering 

 

 

 

 

 

•     Quarterly 

 

 Impact on financial reporting program 

identified/changes to consolidation 

package completed. 

 Calculations completed. 

 

Business policy assessment: 

 Financial covenants 

 

• Q2 2010 

 

 Cursory review complete/detailed  

review to be completed 

Education and training: 

 Accounting staff 

 

 

 Senior management 

 Board of directors 

 

• Ongoing 

 

 

 

 

 

 

 Training on high and medium impact    

areas completed/further training on 

disclosure ongoing. 

 Presentation to senior management 

and board members completed. 

 

 

Financial Instruments 
The Company has a financial risk management policy that is approved annually by its Board of Directors. Management’s 

general philosophy is to avoid unnecessary risk and to limit, to the extent practicable, significant risks associated with business 

activities. The Company, upon approval of the Board of Directors, may, from time to time use derivative financial instruments 

to manage commodity price, interest rate and currency risks. The Company does not utilize derivative financial instruments for 

trading or speculative purposes. Authorization levels for the execution of derivatives for hedging purposes have been set by 

the Board of Directors and are reviewed quarterly by the Audit Committee. 

Short term investments of cash balances on hand and restricted cash are governed by investing policies restricting such 

investments to durations of 90 days or less and counterparties meeting certain credit thresholds. 

Risks and Uncertainties 
The Company’s business and operational risks remain substantially unchanged since December 31, 2009. For further 

information on business risks, refer to the Company’s December 31, 2009 Management Discussion and Analysis and the 

Company’s Annual Information Form. 

Advisories 
Forward-Looking Statements 
Certain statements in this MD&A are “forward-looking statements”. In particular, this MD&A contains forward-looking 

statements pertaining to capital expenditures on existing projects and projects under development, schedules relating to 

existing projects and projects under development, commencement of operations of existing projects and projects under 

development, amount of leverage achievable for projects under development, industry trends, supply and demand for power, 

factors influencing capital investments, development activities and growth strategies, the Company’s reputation and market 

position within the industry in which it operates and the Company’s strategy and competitive advantages. 
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Forward-looking statements are frequently characterized by words such as “plan”, “expect”, “project”, “propose”, “target”, 

“intend”, “believe”, “should”, “anticipate”, “estimate” or other similar words, or statements that certain events or conditions 

“may” or “will” occur. Forward-looking statements are not based on historical facts but rather on the expectations of 

management of the Company (“Management”) regarding, among other things, the Company’s future plans and intentions, 

results of operations, levels of activity, future capital and other expenditures (including the amount, nature and sources of 

funding thereof), competitive advantages, business prospects and opportunities. 

Such forward-looking statements reflect Management’s current beliefs and assumptions and are based on information 

currently available to Management. A number of factors could cause actual results to differ materially from the results 

discussed in the forward-looking statements, many of which are beyond the control of the Company. Among the material 

factors that could cause actual results to differ materially from those indicated by such forward looking statements are: (i) that 

the information is of a preliminary nature and may be subject to further adjustment, (ii) the possible unavailability of financing 

at competitive rates and the related impact on development activities, (iii) risks related to the development, acquisition, and 

operation of power plants, (iv) the impact of energy price fluctuations and gas price increases, (v) start-up risks associated 

with new plants, (vi) general operating risks associated with plants that are currently operating, (vii) the dependence on third 

parties with respect of construction, operations and development, (viii) risks associated with the power business, (ix) changes 

in government regulation, including changes to environmental regulations, (x) the effects of competition, (xi) the dependence 

on senior management, and (xii) fluctuations in currency exchange rates and interest rates. 

Non-GAAP Measures 
Funds from operations and funds from operation per share, basic and diluted are non-GAAP performance measures. Funds 

from operations represents funds provided by operations before changes in non-cash working capital while funds from 

operations per share represents funds from operations divided by the weighted average common shares outstanding 

calculated on a basic and diluted basis. The Company believes that these measures are a useful complementary measure of 

the Company’s ability to generate the funds necessary to repay debt or fund future growth through capital investment. 

Readers are cautioned, however, that these measures should not be construed as an alternative to cash flow from operations 

determined in accordance with GAAP as an indication of the Company’s performance. The Company’s method of calculating 

these measures may differ from other issuers and, accordingly, they may not be comparable to measures used by other 

issuers. A reconciliation of non-GAAP measures to GAAP measures is set out in the Liquidity and Capital Resources section 

under “Cash Flow from Operations.” 


