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April 23, 2018

Independent Auditor’s Report

To the Shareholder of City of Toronto Economic Development Corporation
c.0.b. Toronto Port Lands Company

We have audited the accompanying consolidated financial statements of City of Toronto Economic
Development Corporation c.0.b. Toronto Port Lands Company, which comprise the consolidated balance
sheet as at December 31, 2017 and the consolidated statements of shareholder’s equity, net income and
comprehensive income and cash flows for the year then ended, and the related notes, which comprise a
summary of significant accounting policies and other explanatory information.

Management’s responsibility for the consolidated financial statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting Standards as issued by the International
Accounting Standards Board, 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 consolidated 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 consolidated financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the consolidated 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 consolidated 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 consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

PricewaterhouseCoopers LLP
PwC Tower, 18 York Street, Suite 2600, Toronto, Ontario, Canada M5J 0B2
T: 416-863-1133, F: 416-365-8215

“PwC" refers to PricewaterhouseCoopers LLP, an Ontario limited liability partnership.
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Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial
position of City of Toronto Economic Development Corporation c.0.b. Toronto Port Lands Company as at
December 31, 2017 and its financial performance and its cash flows for the year then ended in accordance
with International Financial Reporting Standards as issued by the International Accounting Standards
Board.

%W@M LLP

Chartered Professional Accountants, Licensed Public Accountants



City of Toronto Economic Development Corporation
¢.0.b. Toronto Port Lands Company
Consolidated Balance Sheet

December 31, December 31,

As at Notes 2017 2016
$ $

ASSETS
Non-current assets
Investment properties 5 336,362,379 340,195,847
Restricted cash and investments 2 16,223,295 15,974,013
Other non-current assets 6 4,121,593 2,890,444
Total non-current assets 356,707,267 359,060,304
Current assets
Amounts receivable 7.2 10,547,609 4,611,413
Prepaid expenses 8,675 130,625
Short-term investments 8 26,050,000 7,000,000
Cash and cash equivalents 9 4,679,123 20,615,354
Total current assets 41,285,407 32,357,392
Total assets 397,992,674 391,417,696
LIABILITIES AND SHAREHOLDER'S EQUITY
Non-current liabilities
Tenants' deposits and prepaid rents 11 7,792,922 7,967,720
Total non-current liabilities 7,792,922 7,967,720
Current liabilities
Accounts payable and accrued liabilities 10, 12 6,621,029 5,750,976
Prepaid rents 11 323,271 365,101
Total current liabilities 6,944,300 6,116,077
Total liabilities 14,737,222 14,083,797
Shareholder's equity 383,255,452 377,333,899
Total liabilities and shareholder's equity 397,992,674 391,417,696

Commitments and contingencies 19, 20

The accompanying notes are an integral part of these consolidated financial statements.

Approved by the Board of Directors

//I‘\L"’ L" (J' W.Birecmr M’;‘—\ Director




City of Toronto Economic Development Corporation

c.0.b. Toronto Port Lands Company

Consolidated Statement of Shareholder's Equity

Total
Number Retained  Shareholder's
Notes of Shares Capital Earnings Equity

$ $ 3

(note 1)

Balance, as at December 31, 2015 1 1 369,951,765 369,951,766
Net income 14,272,426 14,272,426
Dividend related to the incubator program 12(a)(iii) (1,890,293) (1,890,293)
Dividend (5,000,000) (5,000,000)
Balance, as at December 31, 2016 1 1 377,333,898 377,333,899
Net income 11,030,476 11,030,476
Dividend related to the incubator program 12(a)(iii) (1,928,099) (1,928,099)
Dividend (3,180,824) (3,180,824)
Balance, as at December 31, 2017 1 1 383,255,451 383,255,452

The accompanying notes are an integral part of these consolidated financial statements.



City of Toronto Economic Development Corporation
¢.0.b. Toronto Port Lands Company
Consolidated Statement of Net Income and Comprehensive Income

For the year ended December 31 Notes 2017 2016
$ 5
Net property income
Revenue from investment properties 14 17,605,202 17,066,475
Investment property operating expenses 16, 12(a)(it) 5,556,927 5,630,669
12,048,275 11,435,806
Expenses
General and administrative 17, 12(c)(iv) 3,696,591 4,492,532
Environmental monitoring 212,110 137,361
Amortization 18 1,432,330 1,433,998
5,341,031 6,063,891
Income before the fol]owing 6,707,244 5,371,915
Other income (expenses)
Interest and investment income 635,853 566,146
Invest Toronto grant 12(c)(i), 12(c)(ii) - (2,025,000)
635,853 (1,458,854)
Income before gain on sale of investment properties and
net proceeds from insurance settlement and restructuring costs 7,343,097 3,913,061
Restructuring costs 10(a) (1,200,000) -
Net proceeds from insurance settlement 15 4,885,442 -
Gain on sale of investment properties 5 1,937 10,359,365
Net income and comprehensive income 11,030,476 14,272,426

The accompanying notes are an integral part of these consolidated financial statements.



City of Toronto Economic Development Corporation
c.0.b Toronto Port Lands Company
Consolidated Statement of Cash Flows

For the year ended December 31, Notes 2017 2016
$ $

OPERATING ACTIVITIES
Net income 11,030,476 14,272,426
Items not affecting cash 13(a) (3,604,017) (9,098,923)
Net change in operating_assets and liabilities 13(b) 1,942,527 508,453
Cash provided by operating activities 9,368,986 5,681,956
FINANCING ACTIVITIES
Distributions to shareholder and incubator program 12(a)(iii) (5,108,923) (6,890,293)
Cash (used in) financing activities (5,108,923) (6,890,293)
INVESTING ACTIVITIES
Sale (Purchase) of short-term investments (19,050,000) 4,000,000
Increase in restricted cash (249,282) (235,037)
Increase in other non-current assets (1,458,049) (1,115,223)
Decrease in cash for demolition and restoration costs relating to fire (440,720) -
Net proceeds from sale of investment properties 1,131,287 11,499,985
Additions to investment properties (129,530) (1,148,928)
Cash provided by (used in) investing activities (20,196,294) 13,000,797
Increase (Decrease) in cash and cash

equivalents during the year (15,936,231) 11,792,460
Cash and cash equivalents, beginning of year 20,615,354 8,822,894
Cash and cash equivalents, end of year 9 4,679,123 20,615,354

The accompanying notes are as integral part of these consolidated financial statements.



City of Toronto Economic Development Corporation
c.0.b. Toronto Port Lands Company

Notes to Consolidated Financial Statements

Dccember 31, 2017

Note 1
Nature and description of the Corporation

The City of Toronto Economic Development Corporation (the “Corporation™) was incorporated under the Ontario
Business Corporations Act on March 21, 1986. The number of shares authorized and the number of shares issued
and outstanding is one common share. The Corporation's share capital is all held by the City of Toronto (the “City™).

The Corporation now operates as Toronto Port Lands Company (“TPLC”) and gencrates revenues for the City by
maximizing the value and economic development potcntial of properties under its management.

The Corporation has been designated as a Government Business Enterprise (“GBE™).

As a municipal corporation under Section 149(1) of the Income Tax Act (Canada), the Corporation is exempt from
income taxes.

The Corporation’s consolidated financial statements for the year ended December 31, 2017 were authorized for
issue by the Board of Directors on April 18, 2018, after which the consolidated financial statements may only be
amended with the Board’s approval.

Note 2
Summary of significant accounting policies

The significant accounting policies used in the preparation of these consolidated financial statements are described
below.

New accounting standards adopted in 2017

The Corporation has adopted the following new and revised standards, along with any consequential amendments,
effective January 1, 2017, These changes were made in accordance with the applicable transitional provisions.

IAS 7 “Disclosures™ (“lAS 77)

IAS 7 requires entities to provide disclosures in their financial statements about changes in liabilities arising from
financing activities, including both changes arising from cash flow and non-cash changes. The amendments to IAS 7
are effective for years beginning on or after January 1, 2017. The Corporation’s adoption of this amendment did not
result in a material impact to the financial statements.

Basis of presentation and consolidation, and statement of compliance

The Corporation prepared its consolidated financial statements in accordance with International Financial Reporting
Standards (“IFRS™) as issued by the International Accounting Standards Board (“IASB”™). The accounting policies
set out below have been applied consistently to all periods presented in these consolidated financial statements.

The consolidated financial statements include the assets, liabilities and results of operations of the Corporation and
its wholly owned subsidiaries:

o Arrowhead New Toronto East Inc.
e  Arrowhead New Toronto West Inc.
e Arrowhead New Toronto South Inc.

Arrowhead New Toronto East Inc. holds title to the properties formally and municipally known as 260 Eighth Street
and 124 Birmingham Street, Etobicoke, as a nominee corporation pursuant to TPLC’s shareholder’s direction.









City of Toronto Economic Development Corporation
c.0.b. Toronto Port Lands Company

Notes to Consolidated Financial Statements

December 31, 2017

Fair value is determined based on:

1) consideration of recent prices of similar properties in similar markets;

2) a discounted cash flow analysis, which is based on, among other things, rental income from current
leases and assumptions about rental income from futurc leases reflecting market conditions on the
valuation date, less future cash outflows in respect to such leases, discounted generally over a term of
ten years; and

3) a direct capitalization method, which is based on the conversion of normalized earnings into an
expression of fair value. The normalized net income for the year is divided by an overall capitalization
rate.

Costs to sell include legal fees, transaction taxes and direct incremental costs to bring an asset to a condition for its
sale.

The value in use is calculated as the discounted present value of estimated future cash flows expected to arise from
the Corporation’s planned use of an asset and from its disposal at the end of its useful life.

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the reversible
amount, not to exceed the carrying amount that would have been determined had no impairment loss been
recognized for the asset. A reversal of the impairment loss is recognized in the consolidated statement of net income
and comprehensive income immediately.

For the year ended December 31, 2017, there was no impairment losses recognized on the Corporation’s investment
properties except as listed in note 5.

Other non-current assets

Other non-current assets include project development costs, rail lines and infrastructure, fencing, furniture, fixtures,
office, computer and property maintenance equipment. Rail lines, fencing, furniture, fixtures, office, computer and
property equipment are stated at cost less accumulated amortization and accumulated impairment losses.

Amortization is provided on a basis designed to amortize the costs of the assets over their expected useful lives as
follows:

Useful life (vears)

Furniture, fixtures and office equipment 5
Computer equipment 3
Rail lines and infrastructure 10-25
Fencing 5
Property maintenance equipment 5

Residual values and useful lives of all assets are reviewed and adjusted, if appropriate, at least at each financial year-
end.

Cost includes expenditures that are directly attributable to the acquisition and expenditures for replacing part of the
property and equipment when that cost is incurred, if the recognized criteria are met. Subsequent costs are included
in the asset’s carrying amount or recognized as a separate asset, as appropriate, only when it is probable that future
economic benefits associated with the item will flow to the Corporation and the cost can be measured reliably. All
repairs and maintenance are charged to comprehensive income during the financial period in which they are
incurred.

Rail lines and infrastructure, fencing, furniture, fixtures, office, computer and property maintenance equipment are
reviewed for impairment whenever events or changes in circumstances indicate the carrying amount may not be

8
























City of Toronto Economic Development Corporation
c.0.b. Toronto Port Lands Company

Notes to Consolidated Financial Statecments

December 31, 2017

(a) Infrastructure, furniturc, fixturcs and cquipment consist of the following:

2017 2016

Accumulated Accumulated
Cost Amortiztion Net Cost Amortization Net
$ $ $ b $ $
Rail lines and infrastructure 2,130,283 349,244 1,781,039 1,277,375 257,324 1,020,051
Fencing 825,303 771,853 53,450 803,948 746,509 57,439
Furniture, fixturcs and office equipment 398,949 349,561 49,388 367,846 325,930 41916
Computer equipment 450,617 429,562 21,055 441,255 419,022 22,233
Property maintenance cquipment 51,873 35,833 16,040 48,873 28,028 20,845

3,857,025 1,936,053 1,920,972 2,939,297 1,776,813 1,162,484

Note 7
Amounts receivable
Amounts receivable consist of following:

2017 2016
$ $
Tenants 730,000 1,111,181
Others 1,559,978 1,533,555
242 Cherry fire insurance settlement (a) 7,200,000 -
City (property tax related) 774,687 2,407,434
Related parties (Note 12(c)(iii)) 718,828 671,727
Allowance for doubtful accounts (435,884) (1,112,484)
10,547,609 4,611,413

a) In May 2017, one of the investment properties of the corporation was damaged by fire. The clean-up and
restoration operation is continuing and the amount of insurance settlement of $7,200,000 is included in amounts
receivable on December 31, 2017.

Note 8
Short-term investments
Short-term investments consist of the following:

2017 2016
3 $
Guaranteed investments certificates ("GICs") 26,050,000 7,000,000

16



City of Toronto Economic Development Corporation
c.0.b. Toronto Port Lands Company

Notes to Consolidated Financial Statements

Deccember 31, 2017

Note 9
Cash and cash equivalents
Cash and cash cquivalents consist of the following:

Cash and cash equivalents
Flexible GICs
High interest savings accounts

Note 10
Accounts payable and accrued liabilities
Accounts payable and accrued liabilities consist of the following:

Trade payable

Accrued liabilities

Property tax related

Other

Construction holdbacks
Restructuring costs provision (a)

2017 2016
$ 3
1,598,429 2,364,022
- 18,230,491
3,080,694 20,841
4,679,123 20,615,354
2017 2016
$ $
2,686,347 2,178,583
1,138,396 905,908
1,446,047 2,537,790
125,855 115,902
76,467 12,793
1,147,917 -
6,621,029 5,750,976

a) As aresult of transitioning to the new City agency, CreateTO, described in note 24, the Corporation has made a
provision of $1,200,000 as restructuring costs, of which $52,083 was incurred in 2017. A net provision of

$1,147,917 is recorded as accounts payable and accrued liabilities.

Note 11
Tenants’ deposits and prepaid rents
Tenants’ deposits and prepaid rents consist of the following:

Tenant deposits
Prepaid rents

Less: current portion

2017 2016
$ $
400,315 400,315
7,715,878 7,932,506
8,116,193 8,332,821
323,271 365,101
7,792,922 7,967,720

Included in prepaid rents is $7,567,406 (2016 - $7,742,204) deferred rental revenue from the Toronto Hydro Electric

Commission for two 99-year leases and from St. Mary’s Cement Corporation for a 20-year lease.

17



City of Toronto Economic Development Corporation
¢.0.b. Toronto Port Lands Company

Notes to Consolidated Financial Statements

Dccember 31, 2017

Note 12

Related party transactions

In addition to rclated party transactions and balances discussed clsewhere in the notes, the relationship and
transactions with the related partics are discusscd below:

Related party Relationship

City of Toronto (“City™) parent and sharcholder
Build Toronto Inc. (“BTI™) same parent

Invest Toronto Inc. (“ITI™) same parent

a) City of Toronto

)

ii)

iii)

b) Bu

Included in amounts receivable are amounts due from the City of $1,189,410 (2016 - $2,908,413) for rent,
hydro, realty tax adjustments and the City’s share of project study costs. Included in accounts payable and
accrued liabilities are amounts due to the City of $1,264,286 (2016 - $1,918,732), which have arisen as a
result of charges for realty taxes, hydro and water.

Included in rental property operating expenses are realty taxes and water charges of $192,240 (2016 -
$177,764) from the City.

The Corporation previously carried out the activities and staffing of the incubator program. Subject to a
City Council decision in October 2008 effective January 1, 2009, the Corporation’s incubator program will
be managed by the City within its Economic Development and Culture Division. The City and the
Corporation entered into a grant agreement for an initial term of two years, which is automatically renewed
unless the City elects not to renew the agreement for an additional term. This grant agreement was not
renewed in 2016. From 2016, the City directed a payment to be made by the Corporation to the incubator
program by way of a dividend. The amount is included as a dividend in the statement of equity.

ild Toronto Inc.

BTI sold a portion of 260 8™ Street on May 12, 2017 (note 5). The Corporation reimbursed BTI for out of
pocket expenses of $490,647 and paid BTI project management fee of $276,235 in connection with the
sale, in accordance with the consulting agreement entered by the Corporation with BTI as described in
note 20(e).

¢) Invest Toronto Inc.

i)

ii)

Subject to a City council report in October 2008, the Corporation was directed to assist and support the
start-up of two new municipal corporations, ITT and BTI. As a result, a five-year grant agreement effective
January 1, 2009 was executed with ITI to provide funding up to specified funding maximums identified in
the grant agreement. At the end of the five-year term ended December 31, 2013, the grant agreement was
automatically renewed for two additional one-year periods for a grant amount agreed to by the Board of
Directors of both Corporations. The grant agreement was not renewed on October 1, 2016,

No grant was given to ITI during 2017. In 2016, the Corporation provided a grant of $2,025,000 to ITI to
fund its operating and capital expenditures. This grant is included in the consolidated statement of net

‘income and comprehensive income.

iii)

Included in amounts receivableis an amount of $718,828 (2016 - $671,727) due from ITI relating to
the timing of funds advanced for its operating and capital expenditures.

18



City of Toronto Economic Development Corporation
c.0.b. Toronto Port Lands Company

Notes to Consolidated Financial Statements

Deccember 31, 2017

iv) The Corporation has agreed with ITI to sharc certain administrative, accounting and other corporate
services on a cost allocation basis. The allocation of these costs to ITI for the year is $26,356 (2016 -

$129,010).

Note 13
Consolidated statement of cash flows

(a) Items not affecting cash

For the years ended December 31

Amortization of investment properties and tenant improvements
Amortization of free rent cost

Gain on sale of investment properties

Net proceeds from insurance settlement

Prepaid rents recognized

Straight-line rent receivable

(b) Net change in operating assets and liabilities

For the years ended December 31

Amounts receivable

Accounts payable and accrued liabilities
Prepaid expenses

Tenant deposits

Demolition and restoration costs include a year-end accrual of $313,280.

Note 14
Revenue from investment properties
Investment property rental revenue comprises the following:

For the years ended December 31

Leases

Licences

Parking and other revenue

Recowerable operating costs and property taxes

2017 2016
$ $
1,432,330 1,433,998
23,784 23,784
(1,937)  (10,359,365)
(4,885,442) -
(216,628) (104,578)
43,876 (92,762)
(3,604,017)  (9,098,923)
2017 2016
3 $
1,263,804 2,106,799
556,773 (1,958,255)
121,950 348,710
5 11,199
1,942,527 508,453
2017 2016
$ $
8,695,229 8,819,165
4,603,038 4,113,782
497,948 528,416
3,808,987 3,605,112
17,605,202 17,066,475

19



City of Toronto Economic Development Corporation
c.0.b. Toronto Port Lands Company
Notcs to Consolidated Financial Statements

Deccember 31, 2017
Futurc minimum rents receivable are as follows:
$

2018 10,465,872
2019 5,702,311
2020 3,578,074
2021 2,561,447
2022 2,440,586
Thereafter 87,718,042

112,466,332

Note 15

Net proceeds from insurance settlement

Net proceeds from insurance settlement represent excess of insurance settlement over the net book value of assets
written-off and provision for demolition and restoration of the property damaged by fire described in note 7.

Note 16
Investment property operating expenses
Investment property operating expenses comprise the following:

For the years ended December 31 2017 2016
3 $
Repairs and maintenance 926,732 1,171,304
Property taxes 3,387,583 3,115,167
Administrative 147,369 146,294
Utilities 998,607 1,177,970
Bad debts 96,636 19,934
5,556,927 5,630,669
Note 17

General and administrative expenses
General and administrative expenses comprise the following:

For the years ended December 31 2017 2016
$ 3

Salaries and expenses 2,728,983 2,722,362
Professional fees 122,555 826,981
Luminato 2016 - 100,000
Office services 845,053 843,189

3,696,591 4,492,532
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City of Toronto Economic Development Corporation
¢.0.b. Toronto Port Lands Company
Notes to Consolidated Financial Statements

December 31, 2017
Note 18
Amortization
For the years ended December 31 2017 2016
$ $
Investment properties (note 5) 1,266,922 1,308,778
Other non-current assets 117,264 70,940
Computers, office property and equipment 41,976 48,106
1,426,162 1,427,824
Leasing commission (note 5) 6,168 6,174
1,432,330 1,433,998
Note 19
Commitments

Effective June 1, 2012, the Corporation entered into an operating leasc with Oxford Properties Group Inc. for a
period of five years expiring May 31, 2017, at an annual rent of $195,909. The agreement has been extended to
May 31, 2019 at an annual rent of $201,376. The Corporation has assigned the lease to the City of Toronto, a
related party, from February 1, 2018.

Note 20
Contingencies

a)

b)

d)

e)

The Corporation is subject to various legal claims arising in the normal course of its operations. The
ultimate outcome of these claims cannot be determined at this time. However, the Corporation’s
management believes the ultimate resolution of these matters will not have a material adverse effect on
these consolidated financial statements.

Pursuant to an agreement to provide support to Medical and Related Science Discovery District (“MaRS™)
related to its facility in a heritage designated building, the Corporation has provided a $500,000
undertaking to the City for the successful completion of the facility.

The Corporation may be required to satisfy an asset retirement obligation for environmental contamination
left by tenants or former owners of certain properties in the Port lands. The obligation to remedy the
contamination is contingent on uncertain future events, including contamination levels exceeding
acceptable levels, as prescribed by the Ontario Ministry of the Environment. The obligation to remedy the
contamination may also result from the Corporation and its parent, the City, agreeing to development plans
for the lands. The valuation of the asset retirement obligation has been estimated at $47,600,000 at most,
but given the uncertainty of when remediation will take place or the total costs expected to actually be
incurred, this provision has been determined to not be reliably measurable and, accordingly, has not been
recognized for accounting purposes.

The Corporation has been advised of a legal matter related to a tax abatement program for a property
where the grants received and accrued to date of approximately $899,024 may be repayable under
certain default conditions. The property was sold to a third party in 2006 and the Corporation is seeking
to provide an indemnity to the City should a default condition arise until the expiry of the program in 2018.

Pursuant to a consulting agreement entered by the Corporation with BTI on January 1, 2014 in connection
with the sale of 260 Eight Street and 124 Birmingham Street, the Corporation will pay BTI all reasonable
third party expenses from August 1, 2013 and after, subject to providing sufficient information and
submission for the Corporation’s Board approval. All expenses shall be paid out of the closing proceeds of
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City of Toronto Economic Development Corporation
c.0.b. Toronto Port Lands Company

Notes to Consolidated Financial Statements
December 31, 2017

sale. Net proceeds, after deducting all third party expenses and BTI’s out-of-pocket expenses will be
distributed, with the Corporation rcceiving 80% and BTI 20%. As at December 31, 2017, BTI reported
expense of $195,861 (2016 - $458,277) on the remaining parcel. This expense is not recorded as a payable
of the Corporation.

Note 21
Employee benefits

Post-employment benefits

The Corporation makes contributions to the Ontario Municipal Employees’ Retirement Fund (“OMERS”), which is
a multi-employer pension plan, on behalf of some of its employees. This pension plan is a defined benefit plan,
which specifies the amount of the retirement benefit to be received by the employees based on the length of service
and rates of pay. Employees and employers contribute jointly to this pension plan.

Since OMERS is a multi-employer pension plan, any pension plan surpluses or deficits are a joint responsibility of
all Ontario municipalities and their employees. As a result, the Corporation does not recognize any share of the
OMERS pension surplus or deficit. The Corporation’s current service contributions to the OMERS pension plan in
2017, which were expensed, totalled $272,156 (2016 - $264,475) and are included in salaries and employee benefits
expense on the consolidated statement of net income and comprehensive income.

Key management compensation

Key management personnel are those persons having authority and responsibility for planning, directing and
controlling the activities of the Corporation, directly or indirectly. The Corporation’s key management personnel
include the President and Chief Executive Officer, Chief Financial Officer, General Counsel and Corporate
Secretary and directors. The compensation paid or payable to key management for employee services is shown
below:

For the years ended December 31 2017 2016
$ $
Salaries and other short-term employee benefits 813,964 806,877
Salaries and other compensation relating to Corporate restructure 993,092 -
1,807,056 806,877

In 2017, $25,992 (2016 - $Nil) was allocated to Toronto Global and $ 13,108 (2016 - $16,390) to ITI as part of
shared services. $774,561 is the net balance.

Note 22
Financial instruments

a) Fair value through profit or loss

The Corporation’s financial instruments consist of cash and cash equivalents, short-term investments,
amounts receivable, restricted cash and investments, amounts payable and accrued liabilities, deposits on
property and tenant deposits. Other than cash and cash equivalents, short-term investments and restricted
cash, these financial instruments are carried at cost, which approximates fair value due to their short-term
nature.
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City of Toronto Economic Development Corporation
c.0.b. Toronto Port Lands Company

Notes to Consolidated Financial Statements

December 31, 2017

b)

IFRS requires disclosure of a three-level hierarchy for fair value measurements based on the transparency
of inputs to the valuation of a financial asset or financial liability as at the consolidated financial statement
date. The three levels are defined as follows:

Level 1 - Fair value is based on quoted market prices in active markets for identical asscts or liabilitics.
Level 2 - Fair value is based on observable inputs other than Level 1 prices, such as quoted market prices
for similar (but not identical) assets or liabilitics in active markets, quoted market prices for identical asscts
or liabilities in markets that are not active, and other inputs that arc observable or can be corroborated by
observable market data for substantially the full term of the assets or liabilitics. Level 2 assets and liabilities
include debt securities with quoted prices that are traded less frequently than exchange traded instruments
and derivative contracts whose value is determined using a pricing model with inputs that are observable in
the market or can be derived principally from or corroborated by observable market data.

Level 3 - Fair value is based on non-observable inputs that are supported by little or no market activity and
that are significant to the fair value of the assets or liabilities.

As at December 31, 2017, cash and cash equivalents of $4,679,123 (2016 - $20,615,354) and restricted
cash and investments of $16,223,295 (2016 - $15,974,013) are classified in the Level 1 category.

Short-term investments are classified as Level 1 financial instruments as they consist of Guarantced
Investment Certificates.

Risk management

The Corporation’s investment and operating activitics expose it to a range of financial risks. These risks
include credit risk, market risk, liquidity risk and interest rate risk, which are described as follows:

Credit risk

Credit risk on financial instruments is the risk of financial loss occurring as a result of default or insolvency
of a counterparty on its obligation to the Corporation. The carrying value of the assets as presented in the
consolidated balance sheet represents the maximum credit risk exposure as at the date of the consolidated
financial statements.

The Corporation, in the normal course of business, is exposed to credit risk from its tenants. This risk is
mitigated by the fact that management believes the Corporation has thorough and rigorous credit approval
procedures. The Corporation provides for an allowance for doubtful accounts to absorb potential credit
losses.

Cash and cash cquivalents, short-term investments and restricted cash and investments consist of deposits
with major commercial banks. It is management's assessment that the credit risk associated with these
balances is negligible.

Management believes the Corporation’s credit risk is low.

Market risk

The Corporation is exposed to changes in electricity prices associated with the wholesale spot market for
electricity in Ontario. The Corporation has addressed the commodity price risk exposure associated with
changes in the wholesale price of electricity by entering into energy related purchase and sales contracts,
through its participation in an agreement entered into by the City that fixes a portion of the wholesale price
over the term of the contract.
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e Liquidity risk

Liquidity risk is the risk of bcing unablc to scttle or mecct commitments as they come duc. The
Corporation has $6,507,029 of accounts payablc and accrued liabilitics that arc duc within one year.
The Corporation has cash and cash cquivalents, short-term investments and amounts receivable that arc
sufficient to satisfy these liabilitics.

e Intcrest rate risk

Interest rate risk refers to the cffect on the fair valuc or future cash flows of an investment due to
fluctuations in interest rates. The Corporation’s intcrest rate cxposurc ariscs from its investments in
Guaranteed Investment Certificates and high interest savings accounts (notes 8 and 9). The fixed rate nature
of GICs reduces the risk of interest rate fluctuations over the term of the investments and therefore a change
in intercst rates at the year-end would not impact income.

Note 23
Capital management

The Corporation’s capital comprises shareholder’s equity.

In managing capital, the Corporation focuscs on liquid rcsources available for operations. The Corporation’s
objective is to have sufficient liquid resources to continue operating despite adverse financial cvents and to provide
it with the flexibility to take advantage of opportunities that will advance its purposcs. The nced for sufficient liquid
resources is considered in the preparation of an annual budget and in the monitoring of cash flows and actual
operating results compared to budget. As at December 31, 2017, the Corporation has met its objective of having
sufficient liquid resources and financing facilitics to meet its current obligations.

Note 24
Subsequent event

City-wide real estate review

In 20186, the City Council undertook a City-wide Real Estate Review to derive an approach that will strengthen the
financial processes, strategic planning, oversight and decision-making involving its real estate portfolios. As part of
the transformation, the real estate assets of some of the City real estate entities will be managed centrally under
CreateTO, a newly established agency, to be put into best use through implementing a holistic City building
strategy, balancing the community and economic benefits. The transformation will take two to four years before the
whole framework is established.

Effective January 1, 2018, employees of the Corporation became employees of CreateTO in alignment with the
transformation objectives to provide real estate development and management services and this resulted in the
Corporation accruing a restructuring cost of $1,200,000 in December 2017.
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