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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors for the

TORONTO ATMOSPHERIC FUND AND THE CITY OF TORONTO

Opinion .

s b3 e,
We have audited the consolidated financial statements of the Toronto Atmospheric Fund (the Organization),
which compnse the consolldated statemet»«ft f “fmanmal posmon asli "December 31, 2019, and the

and losses - Provmce of Ontario fund, cﬁapéee\m fund balances and ‘cash flows for the year the ended, and

notes to the consolidated financial statemén,

;mcludlng a summa h‘oﬁE significant accounting policies.

Vts present fairly, in all material respects,

*fif'é019 and the results of its operations |,
S 8“ash flows for the»year ‘then ended in accordance with Canadian

st'nfnent not- for-p}bﬂt organizations.

the Consolldated FlnanC|aI “Statéments section ¢
twequ“tmpﬁents that afe

organizations, and for such mteﬁm " control as management determines is necessary to enable the
preparation of financial statemen fhat’ are free from material misstatement, whether due to fraud or error.

Organization's ability to con mue as a going concern disclosing, as applicable, matters related to going
concern and using the goingconcern basis of accounting unless management either intends to liquidate the
Organization or to cease ’oper‘atlons or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Organization's financial reporting
process.
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Auditor's Responsibilities for the Audit of the Consolidated Financial Statements

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 consolidated financial statements are free from material misstatement. Q

ta dards we exercise

w3 %
-

eaiso

As part of an audit in accordance with Canadian generally accepted auditing
professional judgment and maintain professional skepticism throughout the audit

) Identify and assess the risks of material misstatement of the cgf}sohd’ated financial statements,
whether due to fraud or error, design and perform audit procedures ‘responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to pr’o\nde a basis for our opinion.
The risk of not detecting a material,misstatement resultlngx from fraud is higher than for one
resulting from error, as fraud /may involve collusion, rgery, intentional omissions,
misrepresentations, or the overﬁde\QMLernal control. -

he audit in order to design audit
ut'not for the purpose of expressing an
il control.

. Obtain an understanding oﬁ“f@fernal cbﬁkfol relevan
procedures that are appropﬂaffe in.the circumstances,.
opinion on the eﬁectiveneés ;’Qiétﬁef?Organization’s int

2 gg?'

. Evaluate the appropnatene@«s %\‘T‘v}accountmgé ies used and the reasonableness of
accounting eshmatefc -and related disclosures m@d”e by management.

sy N — L

) Conclude on the a’&gﬁ@pﬁa&eﬂéss of managen’ients use of the gomg concern baS|s of

related to events OF., con goms that mayégﬂst :slgnlflcant doubt on the Organization’s ability to
C gfﬁg éemerﬁ If we conclude;that a materlal uncertalnty exists, we are requwed

.y é

Toronto, Ontario ‘
TO BE DETERMINED:.
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TORONTO ATMOSPHERIC FUND
CONSOLIDATED STATEMENT OF FINANCIAL POSITION
DECEMBER 31, 2019

2019 2018
ASSETS
CURRENT ASSETS M
Cash 352,398 $ 83,283
Accounts receivable 588,759 413,626
External funding receivable v 2,016 432,164
Loans receivable - current portion (note 5) 123,723 121,445
Prepaid expenses o~/ 33,267 59,673
5,100,163 1,110,191
CAPITAL ASSETS (note 4) 5,631,654 6,078,963
LOANS RECEIVABLE (note 5) 2,442,938 704,168
45,157,702 43,350,073
832,171 682,693
$ 59,164,628 $ 51,926,088
. “LIABILITIES AND FUNE‘BALANCES
CURRENT LIABILITIES )
Line of credit (note 12) .~ $ 680,000 $ 10,000
Accounts payable and a"’c;mec&hablllt“és 2,995,593 691,309
Grants payable (note 9’) 583,051 1,120,528
Current portion of long- 422,603 376,435
79,917 147,440
37,922 35,945
4,799,086 2,381,657
2,194,818 2,573,943
6,993,904 4,955,600
FUND BALANCES
City of Toronto fund - externally resn;fcﬁed 25,769,498 25,301,446
Province of Ontario fund - externally ‘réstricted 15,996,611 16,084,032
Stabilization funds - internally ﬂ“teled (note 14) 10,404,615 5,585,010
52,170,724 46,970,488
“ $ 59,164,628 $ 51,926,088
Commitments (note 18) ¢
Approved by th&‘qurd:
.................. Director
............................. Director

(See accompanying notes)
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Fund balances, beginning
of year

Excess of expenses over
revenue

Net remeasurement gains
Stabilization transfer

Fund balances, end
of year

TORONTO ATMOSPHERIC FUND
CONSOLIDATED STATEMENT OF CHANGES IN FUND BALANCES
YEAR ENDED DECEMBER 31, 2019

Internally restricted Externally restricted

Stabilization Stabilization City of Province of
Fund Fund Toronto Ontario Total Total
Toronto Ontario Fund Fund - 2019 2018
(note 14) (note 14)
$ 5585010 $ - $ 25,301,446 $ 46,970,488 $ 48,683,990
- - (820,678) (1,516,005) (2,473,583)
- 4,293,553 6,716,241 760,081
3,004,823 (3,004,823) - -
~
%J" /
$ 8,589,833 $ 25,769,49&6\“ $ 52,170,724 $ 46,970,488

(See accompanying notes)
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TORONTO ATMOSPHERIC FUND

CONSOLIDATED STATEMENT OF REMEASUREMENT GAINS AND LOSSES
- CITY OF TORONTO FUND

YEAR ENDED DECEMBER 31, 2019

2019 2018
Accumulated remeasurement gains, beginning of year $tlj@:6§§744 $ 10,312,779

Increase (decrease) in unrealized gains attributed to:
Foreign exchange

(1:441,368) 750,580

o
A\'\

Equity instruments \\25:734,921 (364,615)
Net remeasurement gains 4,293,553 385,965
Accumulated remeasurement gains, end nyéa y ' $ 14,992,297 $ 10,698,744

(See accompanying notes)
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TORONTO ATMOSPHERIC FUND

CONSOLIDATED STATEMENT OF OPERATIONS
- CITY OF TORONTO FUND

YEAR ENDED DECEMBER 31, 2019

g 019 2018
Revenue N

Investment income, net of fees $ :3@5;732 $ 250,970
Interest income from loans receivable ; 87 208 139,549
External funding (note 10) 51,342 374,366

Energy Savings Performance Agreement revenues (note 8) 1,114,831 824,165
Sundry L 117,222 19.876
1,679,335 1,608,926

Expenses
Program delivery 1,080,349 1,155,875
Grants approved, net (note 9) 481,969 356,786
Salaries and employee benefits 1,206,004 898,519

Salaries allocated to program dellvery/(’ndte 5) ’ (980,878) (783,049)

Corporate expenses (note 16) 240,782 252,630
Amortization 471,787 725,465
2,500,013 2,606,226

Excess of expenses over revenije\% e s RN $ (820,678) $ (997.300)

(See accompanying notes)
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TORONTO ATMOSPHERIC FUND

CONSOLIDATED STATEMENT OF REMEASUREMENT GAINS AND LOSSES
- PROVINCE OF ONTARIO FUND

YEAR ENDED DECEMBER 31, 2019

2018
Accumulated remeasurement gains, beginning of year $ 763,362
Increase (decrease) in unrealized gains attributed to:
Foreign exchange (905,860) 512,308
Equity instruments 3,328,548 (138,192)
Net remeasurement gains 2,422,688 374,116
Accumulated remeasurement gains, end nyéa y $ 3,560,166 $ 1,137,478

(See accompanying notes)
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TORONTO ATMOSPHERIC FUND

CONSOLIDATED STATEMENT OF OPERATIONS
- PROVINCE OF ONTARIO FUND

YEAR ENDED DECEMBER 31, 2019

2018
Revenue
Investment income (loss), net of fees $ (132,876)
External funding (note 10) 154,836
21,960
Expenses
Program delivery 522,723 478,880
Grants approved, net (note 9) 176,184 619,557
Salaries and employee benefits 443,180 556,915

Salaries allocated to program delivery (note/ 5*} (317,226) (299,877)
Corporate expenses (note 16) / 139,313 142,768
964,174 1,498,243

Excess of expenses over revenue (695,327) $ (1.476,283)

(See accompanying notes)
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TORONTO ATMOSPHERIC FUND

CONSOLIDATED STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2019

CASH FLOWS FROM (USED IN)
OPERATING ACTIVITIES
Excess of expenses over revenue:
City of Toronto fund
Province of Ontario fund

Adjustments for:
Recovery on credit losses
Amortization
Provision on ESPA assets
Provision on investment impairment

Accounts receivable
External funding receivable
Prepaid expenses '
Accounts payable and accrued I|ab|I|t|és
Grants payable >

Deferred revenue

INVESTING ACTIVITIES
Withdrawals of mvestme

Investment in capf%l asséts

FINANCING ACTIVITIES
Advances from line of credit
Advances from long-term debt
Repayments of long-term debt

(See accompanying notes)
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2018

(997,300)

(1,476,283)

(2,473,583)

- (70,000)

471,787 725,465

- 190,000

- 61,993

(1,044,218) (1,566,125)

(3,175,133) (10,258)

430,148 496,305

26,406 (55,836)

2,304,284 (432,451)

(537,477) 156,632

(67,523) (423,722)

(2,063,513) (1,835,455)

8,697,936 5,924,748

(3,938,801) (4,536,838)
1,977 -

118,714 160,724
(1.859.763) -

3,020,063 1,548.634

(24,478) (530,838)

670,000 10,000

- 420,563

(332,957) (351,302)

337,043 79.261

1,269,115 (738,398)

83,283 821,681

$ 1,352,398 83,283
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TORONTO ATMOSPHERIC FUND
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2019

1. NATURE OF OPERATIONS

The Toronto Atmospheric Fund ("TAF") was incorporated under the laws of the Province of Ontario, by
the Toronto Atmospheric Fund Act, 1992 (the “TAF Act"), on December 10 ‘\349&92 as a Corporation
without share capital. TAF is currently governed by the TAF Act, 2005, which-amended the objectives,
investment powers and other provisions of the original TAF Act. TAF is an arm 4eﬂ91h agency of the City
of Toronto (the “City”) operating as a not-for-profit organization which is exem’ rom income tax pursuant
to the Income Tax Act (Canada).

The City appoints TAF’s Board of Directors while the TAF Relationshipk"i;if'améwork, approved by the City
Council in 2013, establishes specific accountabnlty requirements to the Clty

riite agreement between TAF, the
City and the Province of Ontario (the "Pjowncé*’m)\ TAF recelved an addltlonal $17 million endowment from
the Province in November 2016 whm{m&xpahﬁeg ‘TiAFs geographmaf scope to the Greater Toronto and
Hamilton Area ("GTHA").

TAF is financed by investment reﬂye% es trom its two funds/ L{‘i iding income from marketable securities
and direct investments as well a@by é‘i(tgrnal grants and contributions. TAF does not draw on the City's
or the Province's operating budgets. ™ .

TAF’s aim is to innovate, demoﬁ%traﬁtee;vqe risk and adya e social, financial, policy and technological
opportunities that position the. Cﬁ; to, achieve reductmfrsﬂn air pollution and greenhouse gas emissions,
and to position the GTHA to aéhle\”re Slgmﬂcant redu@fl\sns in greenhouse gas emissions.

xm%

These consolldated f|nanC|aI statements include the accounts of both original funds provided by the City
and the Province. Each of the fund .are accounted for separately, using fund accounting as the basis of
presentation. A proportionality ra‘ha based on the audited net asset value of each fund is established
annually in order to allocate pri eeds of the funds proportionately, where applicable. External funding is
received and used proporti efy These consolidated financial statements also include TAF's wholly-
owned subsidiary, CAIT Ventures Inc. ("CVI"). The financial statements of this subsidiary are summarized
in note 19.

(c) Revenue recognif:lqm )

TAF follows the resmcted fund method of accounting for contributions. Contributions are recognized as
revenue when recéLved or receivable if the amount to be received can be reasonably estimated and
collection is reasonabfy assured. Restricted contributions not expended for which there is not a specified
fund are deferfed : Vﬂ‘d recognized as revenue in the year in which the related expenses are recognized.

Externally restﬂqted contributions for depreciable capital assets are deferred and amortized over the life
of the related capital assets. Externally restricted contributions for capital assets that have not been
expended are recorded as part of deferred capital contribution on the consolidated statement of financial
position.

Other revenues are recorded on an accrual basis, when the service has been provided, evidence of an
arrangement exists, the fee is fixed or determinable and the amount is collectible.
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TORONTO ATMOSPHERIC FUND
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - Cont'd.
YEAR ENDED DECEMBER 31, 2019

SIGNIFICANT ACCOUNTING POLICIES - Cont'd.

(d) Volunteers

mandate. Due to the difficulty in determining their fair market value, contributed services are not
recognized in the consolidated financial statements.

(e) Financial assets and liabilities

Initial measurement

TAF recognizes a financial asset or; nnanqal liability on thév»gonsolldated statement of financial
position when, and only when, |t bscom‘es pafty to the {contractual provisions of the financial
instrument. Unless otherwise stateg‘ phanmal as’%@ts and liabil é are initially measured at fair value

Subsequent measurement

At each reporting date, TAF measurés §;§man0|al asséts nd liabilities at amortized cost, except for
investments, which are measured at fair+value for mérketable securities and cost for private equity
investments, including anyﬂ{n@awggenf“‘ﬁ the case of«ﬁnanmal assets.

‘% w; 4
TAF determines whether ther %|§ any objeg:tlva ewdence of impairment of the financial assets

subsequently measu;aet‘f“*af am mzed cost. <Am financial asset impairment is recognized in the

Foreign currency transactions- aF
transactions.

statement date. Unreafljze Zforelgn exchange gains and losses are recognized in the statement of
remeasurement gams and? losses. In the period of settlement, realized foreign exchange gains and
losses are recogmzed’ in the statement of operations, and the cumulative amount of remeasurement
gains and losses |§~€¢eversed in the statement of remeasurement gains and losses.

o, 7
Loans recewéb?e are recorded at amortized cost less any amount for valuation allowance. Valuation
allowances a~ré:kmade to reflect loans receivable at the lower of amortized cost and the net recoverable
value, when collectablllty and risk of loss exists. Changes in valuation allowance are recognized in the
statement of operations as a reduction of investment income from direct investments. Interest is
accrued on loans receivable and is recognized in the statement of operations as investment income
from direct investments.
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TORONTO ATMOSPHERIC FUND
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - Cont'd.
YEAR ENDED DECEMBER 31, 2019

SIGNIFICANT ACCOUNTING POLICIES - Cont'd.

(i) Grants

All grants must receive a funding recommendation by TAF’s Grants and PrbgTa?ns Committee and
subsequently be approved by the Board of Directors. Approved one-time p ment grants are reported
as current liabilities and expenditures in the year. Approved grants whlch»are‘ in effect across several
years are only recorded as current liabilities and expenditures in the yegar fhey become payable.

S

Payment of the first installment of a grant for a project meeting the objectives of TAF is made after
approval of the Board of Directors and Qsﬁ gxecutlon of an agreemen t. Subsequent payments of grant
installments are generally made afters ad&gptance and approvaL“of r’eports from grantees detailing
results of work on the project and are.eéquect ’lmyarlous conditio

Grants can be rescinded by TAF whg’n the orlgmal granting «
be met or. when the appllcant/feoipléﬁ*; no Ionger needs

s;itions have not been met, or cannot
“ grant. The rescinded amounts are

() Capital assets

Capital assets are recordé(j ai»@Qst and contrlbutedhéapltal assets are recorded at fair value at the
date of contribution. Energy%@?ﬂglgﬁcy equipment whlgh is located on client premises is amortized
using the straight line method (}Xe& eight and hajf@i’o ‘ten years with half year rates applying in the year
of acquisition. Office, afmpravemem? is amortlzéd smg the straight line method over five years with

half year rates apply ng mk h@ Vea[ of acqwsmon ~

cor
to’p ogr»es& made. Legafzexpenses related to financing negotiations which are payable
e défei*red and ex nsed in future fiscal years when reimbursement is received by

‘Q\ 4

FINANCIAL INSTRUMENTS

due. TAF mitigates th i k"by maintaining a committed credit facility and monitoring cash activities
and expected outfloWs;through budgeting and maintaining liquid investments that may be converted to
cash on short notlce if unexpected cash outflows arise.

,f E

Credit risk

Credit risk |s/theﬁsfk of financial loss if a debtor fails to make payments of interest and principal when
due. TAF's. mammum exposure to credit risk represents the sum of the carrying value of its cash,
accounts recéivable, loans receivable and external funding receivable. TAF's cash is deposited with a
Canadian Chartered bank and as a result, management believes the risk of loss of this item to be
remote. Accounts receivable and external funding receivable balances are managed and analyzed on
an ongoing basis and accordingly, management believes all amounts receivable will be collected and
has determined that a provision for bad debts is not required. Credit risk on loans receivable is
mitigated through a financial approval process, the use of general security agreements and pledges of
assets, and insurance.
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TORONTO ATMOSPHERIC FUND
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - Cont'd.
YEAR ENDED DECEMBER 31, 2019

FINANCIAL INSTRUMENTS - Cont'd.

Market risk

Market risk is the risk that the fair value or future cash flows of a financial

kN M,@/\ ;

Currency risk relates to financial assets and liabilities denominated in foreign currency and converting
these to Canadian currency at different peints in time when adverse or beneficial changes in foreign
exchange rates can occur. Cash and mrfegfments are translated in annadlan doIIars at the prevalllng

Other price risk refers to the ?‘rssk {hat the fair vatu of financial instruments or future associated cash
flows will fluctuate because of chartges in ma(ke,t prices (other than those arising from currency risk or
interest rate risk), whether t%mse é?tanges are ca«u“sed by factors specific to the individual instrument or
its issuer or factors’ ﬁﬁectgﬁgﬂa«u@mlar mstruments traded in the market.

TAF is exposed t

ef risk due toﬁ‘t
|t|ga ed through d*vérsmcatlon of investments. To m|n|m|ze market rlsks TAF S

Changes in risk

There have been no significant. ha ges in the organization’s risk exposures or policies, procedures and
methods used to measure thge”’bove risks, from the prior year.

2019 2018
Accumulated Accumulated
Cost amortization Cost amortization

$ 7,747652 $ 2,114,713 $ 7,730,871 $ 1,695,636
267,395 78,680 259,698 25,970
8,015,047 $ 2,193,393 7,990,569 $ 1,721,606

Accumulated artwortization 2,193,393 1,721,606

5,821,654 6,268,963
Less provisions related to ESPAs (190,000) (190,000)
$ 5,631,654 $ 6,078,963
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TORONTO ATMOSPHERIC FUND
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - Cont'd.
YEAR ENDED DECEMBER 31, 2019

5. LOANS RECEIVABLE

Loans receivable consist of the following:

2018
(a) Cathedral Hill (Windmill Developments), OCLCC No. 973 Y'$ 567,162
(b) Old Sheppard, YCC No. 132 237,830
(c) Toronto Solar Neighbourhoods Initiative 40,621
(d) London RNG Project 1 LP , -
(e) Montcalm Capital Fund | LP 990,338 -
2,586,662 845,613
Less current portion /4 (123,723) (121.,445)
2,462,939 724,168
(f) Allowance for credit losses (20,000) (20,000)

$ 2442939 § 704,168

range between 7% to 13%. «\ i

(a) Ottawa Carleton Leasehold “@onﬂommmm Cgrp Szrzst’élén ("OCLCC") No. 973
\ ;i

In 2015, TAF advanced Q,WQQO Qé a "Green Cnndo Loan" to Cathedral Hill (Windmill Developments) in

care of OCLCC No. 9 qu a@@ﬁy energy- -efficient condominium project called Cathedral Hill in Ottawa.
This loan is repayable 'f%ﬁded monthly i ms aﬂmants of $9,048 maturing September 2025.

(b) York Condominium. Fbagétlon ("Yco"mo.’lsz

N,
In 2012, TAF, ancedk $§55 000 for tﬁe: stallatlon of energy efficiency measures in the YCC No. 132
(Old Shepparg) condomlﬁlum bwldlp@ Thls "Green Condo Loan" is repayable in blended monthly
installments of $3,3: ;*‘v*f‘meturlng Sep mber

(c) Toronto Solar Nelghbourhood mmaﬁve

Between 2009 and 2011, TAfF\”Ijrowded loans to homeowners participating in the Toronto Solar
Neighbourhoods Initiative. The\Ioans are backed by unsecured promissory notes from the homeowners
who have full repayment privileges at any time. As of the year-end, there were 29 (2018 - 38) loans
receivable under this pro ith the last loan scheduled to mature in April 2021.

(d) London RNG Pro;ee’ffLLF’

London RNG PrOJect 1 L“ is for the construction and operation of a facility to extract renewable natural gas
from industrial waste, biogas to inject into the bulk natural gas supply pipeline and sell through a long-term
offtake agreement ’iAsmat December 31, 2019, $869,425 has been advanced, and it is repayable in blended
quarterly installment over 10.5 years, with the first repayment to begin after the facility starts operations.

(e) Montcalm Capital Fund | LP

Montcalm Capital Fund | LP - CLEARAS 2018 Series P.S. is focused on a low-carbon wastewater
treatment technology that uses algae to remove nitrogen and phosphorous. As at December 31, 2019,
$990,338 has been advanced. Interest is payable annually, and entire principal is repayable when the loan
matures in October 2025.

(f) Allowance for credit losses

Management makes an assessment of the collectability of each loan receivable at year end and
establishes an allowance for potential credit losses. Any write-offs, net of recoveries, will be deducted from
this allowance.
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TORONTO ATMOSPHERIC FUND
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - Cont'd.
YEAR ENDED DECEMBER 31, 2019

INVESTMENTS HELD IN TRUST BY THE CITY OF TORONTO

f\
In accordance with the TAF Act, monies that are not immediately required ¢ -are" in the custody of the
Treasurer of the City of Toronto ("City Treasurer"). Marketable securities inv stmehts consist of pooled
funds managed by investment managers selected by TAF and engaged b the City Treasurer. These
monies are invested in securities authorized under Sections 27 to 31 o e.Trustee Act and income thus
earned accrues to TAF. /

TAF’s investment policy states that the investment limits as percentage%‘“t)f TAF s net asset value are as
follows: direct investments up to 60%, publfcty -traded equities up to 55%, private equities up to 5%, and a
minimum of 20% in fixed income. As a;t Qecember 31, 2019, thi :ard was notified that two of the
investment categories were not in compt' Ce.with the mvestmentt nits

balance as soon as practicable. “ /

TAF's equity instruments are categgmzé using a falr value hle hy that reflects the S|gn|f|cance of inputs

used in determining the fair valuesng;te tﬁrée Ievels of the fai’

Level 1 - Quoted prices (unadjﬁrste .

Level 2 - Inputs other than quoted pm;eé‘mcluded with eI 1 that are observable for the asset or
liability, either directly (i.e. as Emees) or mdlrect’* j{l,e derived from prices).

Level 3 - Inputs for the aséet@r bility-that are not b\“aéed on observable market data.

As at December 31, 2019 and"g()‘ atT?ﬁarketable S@Cu ies are classified as Level 1.

2019 2019 2019 2018
\:? Toronto Ontario Total Total
TD Emerald Canadlanéoﬁtipﬁ % 1172979 $ 1,420,869 $ 2,593,848 $§ 1,125,355
TD Short Term Bond Fundho S‘erles I 1,166,126 1,444,047 2,610,173 1,375,302
TD Emerald Canadlansnort*wm*pﬂvestment Fund 2,388,443 2,919,432 5,307,875 13,011,287
Greenchip Global qutty Fung o 3,102,350 1,863,025 4,965,375 3,699,852
Generation IM Global Equﬁy P&Shares A32 © 17,081,691 9,875,500 26,957,191 21,917,975

\tal L 848,145 507,013 1,355,158 1,105,161
861,662 506,420 1,368,082 1,115,141

$ 26,621,396 $ 18,536,306 $ 45,157,702 $ 43,350,073

reivalued at cost as market value is not readily determinable. Investment in

2019 2019 2019 2018

Toronto Ontario Total Total
InvestEco Private Equity Fund Ill, LP $ 215,670 $ 8,160 $ 223,830 $ 199,830
ICC Sustainable Food\Fund 202,136 - 202,136 202,136
Greensoil Building Innojvatlon Fund 259,850 146,355 406,205 280,727
Total investments in-private funds $ 677656 $ 154515 $§ 832,171 § 682,693

TAF's Board of Directors approved participation of up to $500,000 USD in the Greensoil Building
Innovation Fund. As at December 31, 2019, $345,569 USD ($406,205 CAD) had been advanced to date.
During the year, no impairment loss was recorded for this fund (2018 - an impairment loss of $61,993).
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8.

TORONTO ATMOSPHERIC FUND
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - Cont'd.
YEAR ENDED DECEMBER 31, 2019

ENERGY SAVINGS PERFORMANCE AGREEMENTS

In 2012, TAF began marketing a financing program based on its proprrétary Energy Savings
Performance Agreement (‘ESPA”), which enables building owners to refm Jand upgrade their
buildings’ energy performance. The ESPA is a multi-year performance coniragt between TAF and a
building owner where TAF provides a turnkey energy efficiency retroflt erwthe owner who undertakes
to re-pay TAF from realized energy cost savings. The installation proc:ess w managed by pre-qualified
engineering firms who perform investment grade energy audits athuse proven energy-saving
technologies to achieve significant savings in both energy consumptlon "and cash flow for building
owners to make energy retrofits economlgatj%y feasible.

o

Under an ESPA, the building owner re QTAF a srgmﬂcantfp NOn (typlcally 90%) of their actual
energy savings based on an mvestmérL ,
savings are remitted monthly to T&Fgor up to“’%& years until; - recovers its capital plus a financial
return. The equipment installed in’ th% building under an E& '
TAF’s capital assets. At the engf of ttae ﬁgreement ownergh of the equipment is transferred to the

building owner.

Efficiency Capital (EC) Inc...("EC Inc.")"is

finance projects under fAIi@ W rehouse frnanmhg«facrlrty ("Warehouse FaC|I|ty") Under the
Warehouse Facility, TAF entere i t@““ﬁ‘§PAs wrth b k;l

for a fee. N ef

Under the agreement \gﬂﬂjE@MInc‘*ﬁ TAF has therrght to purchase a limited number of shares of EC
Inc. at a discount aT afful’;ﬁrswd»\%e upon the completlon of certain milestone events. As at December
31, 2019, such even i yet occurred; ~and the value of the rights has not been included in

policy to enw,re ‘that/ AF will recei ?ze projected energy savings; (3) TAF'’s rlght to increase a
burldlngs energ”v»s avrﬁgs remﬂtamees* up to ‘IOO% of actual savings; (4) regular equipment

As at December 31, 2019 anéfﬁé}& all ESPA pertains to the City of Toronto Fund.

As at December 31, 2&13,
of the ESPA capital assets
The ESPAs have a term

3
K"“f;‘

re were 9 (2018 - 9) active ESPA projects. The total depreciated value
t of rebates and incentives amounts to $5,632,939 (2018 - $6,035,235).
inging from 8.5 to 10 years.

The cash flow from 4 active ESPA projects are pledged as security for third party loans as discussed
in note 13. TheftQtaI revenue from those active ESPA projects amounted to $177,452 (2018 -
$184,785).
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10.

11.

12.

TORONTO ATMOSPHERIC FUND
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - Cont'd.
YEAR ENDED DECEMBER 31, 2019

GRANTS APPROVED AND PAYABLE

Grants are funded from the City of Toronto and/or Province of Ontario funds based don the project and
proponent's characteristics. Grants approved by TAF's Board of Directors and\pal”d durlng the year are
as follows: .

201

Balance, beginning of year $1,120,528 $§ 963,896
Grants approved during the year “mig@Z 267 1,090,143
Grants rescinded during the year (162,800) (113,800)
Grants paid during the year -(1,176,944) (819.711)

GJ

Closing balance $ 583,051 $ 1,120,528

DEFERRED REVENUE

External revenues received by 'E(AFiér»éI%fed to project exriénd;tures in the future are deferred and
recognized as revenue in the year tﬁe«ex%ndltures are in d

2019 201

$ 647,440 $1,071,162

[ee]

External funding brought fom@ T m“prlor year

External funding recelved duﬁ%% tile year (462,568) 105,480
,.ﬁ \*g( %s; 7 'i,% £

ﬁmmﬁt@g % TAF Ny 184,872 1,176,642

ed - Clty of Toronie@und 51,342 374,366

jnized-; Province of@ rio fund 53,613 154,836

~ 104.955 529,202

§forward into equent year $ 79917 $ 647440

emission reductlon opportumt n Toronto undertaken by TAF. TAF attributes investment income,
based on the long-term avera

as income of the Fund. :

‘changes in the fund were as follows:

019 018
Opening balance and iginal fund principal $ 35945 § 35945
Income attributed from TAF 1,977 -

$ 37,922 $ 35945

CREDIT FAC! j:rY

TAF has a revolving line of credit with a Canadian chartered bank repayable on demand with interest
rate calculated at the bank’s prime rate plus 0.50% per annum. The credit limit is the lesser of $3.07
million or the standard margin value of TAF’s fixed income investment portfolio. Security has been
provided using TAF's fixed income investment portfolio. The line of credit balance drawn as of
December 31, 2019 was $680,000 (2018 - $10,000).
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13.

TORONTO ATMOSPHERIC FUND

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - Cont'd.

YEAR ENDED DECEMBER 31, 2019

LONG-TERM DEBT

In 2013, TAF was approved for a loan from Federation of Canadian Mummpallhes ("FCM"), via the
City, for the purpose of financing eligible costs of green energy retrofits to“ socjm housmg buildings
owned by the Toronto Community Housing Corporation. The loan is to be repa' @ver a period of nine

years, with principal repayments commencing in 2018.

For those third party loans secured by cash flows from an ESPA prOJect

F's total liability is limited

to the lesser of the principle or the secured cash flow of the related ESPA.". Any default of the secured
ESPA by the building owner would result,in a revaluation of the future cash outflows of the loan.

These third party loans bears interest at 4‘}’4? té 6%.

Page 18 of 20

/ S, 2019 2018
FCM loan - 1.75% interest, due Mag@ 2??26,@ ré;payable
in blended semi-annual install nts of $154,111,
secured by the investment portfolyb $ 2,023,418 $ 2,292,700
f /
Third party loan A - due Februéw 2”) &QZG repayable in
blended quarterly installments of$7@b6 secured by
portion of the future cash flows f from a”rTESPA prOJe’(zf 159,978 181,153
Third party loan B - due N‘bvémbé v%«2020 repayéb}e in
blended quarterly mstallméqté‘?gf $11,859, sgcumd by a
portion of the futur@@ash fI0\ie§ ﬁaom an ESPA brOJect 81,735 81,735
Third party loan G "due ]}/fémp 2, 2026, repayable in
blended quarterly t*aﬁlk?nem§ of $9 436,-secured by a
portion of the futu*ra, ca” (aflows from an ESPA project 207,726 236,410
@Lye F*éfbruary 1, 2@2%8\ repayable in
blended quart y\ns*{allments of $2 68@ secured by a
ion @ an’ 72,282 79,190
Third party IoamE - ,
blended quarterl”‘?’“*mstallments\ ’3,2,689, secured by a
portion of the future cash flows from an ESPA project 72,282 79,190
2,617,421 2,950,378
Less current portion 422603 376,435
$ 2194818 §$ 2,573,943
Principal repayments
2020 ™ $ 422,603
2021 349,034
2022 357,453
2023 366,142
2024 and th 1,122,189
$ 2617.421
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TORONTO ATMOSPHERIC FUND
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - Cont'd.
YEAR ENDED DECEMBER 31, 2019

STABILIZATION FUND

In keeping with best practice for endowments, the Stabilization Fund was establlshed in 2003 to enable
TAF to reduce variability in its program spending due to fluctuating flnanmal -markets which directly
impact TAF’s investment income.

Any investment income from marketable securities which exceeds the long: ‘average rate of return
assumed in the annual budget is added to the Stabilization Fund. Slm;[ary; when such investment
income falls below the budgeted amount, the shortfall may be W|thdraw wjem the Stabilization Fund.
TAF caps its Stabilization Fund to a maximum of 25% of its net asset value-~

The Toronto and Ontario funds' marketébe securities portfolio yjeided returns above projections,
resulting in an addition of $3,004,823 to the &%ronto Stabilization Fundg{é018 a reduction of $526,362),
and an addition of $1,814,782 to the th ‘me Qtablllzatlon Fund{’ 8 - $nil).

70%).

CORPORATE EXPENSES

Corporate expenses include %actiwltles relate”d; communications, governance, organizational
development and admlri non 'I“A%E shares nepremlses and certaln offlce serwces W|th CAP, and the

‘\:hii;,j;?and it does not draw on the tax base of the City or the

TAF is a selﬁ talnlng endowment :
“gget are provided to the Board of Directors quarterly. TAF's

Province. Fmenh «J;epgjr;s against the
annual budget is é&folfovi?s

2019 2018
(in $ Thousands) (in $ Thousands)

Revenue

Investment portfolio revenue / $ 2,421 $ 2,190
Loan interest and transact ees 679 525
External funding 500 500
Allocation from TAF wea\pj’tatl - if required 1,065 1,183
Total revenue $ 4665 $ 4308
Program deliver "'?expendltures

Strategic programs, - $ 1,922 $ 2,067
New and cpmmmed grants 1,200 900
Total progréms and projects 3,122 2,967
Administration 1,543 1,431
Total expenditures $ 4,665 $ 4,398

* Based on mark-to-market valuation assumption.
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21.

TORONTO ATMOSPHERIC FUND
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - Cont'd.
YEAR ENDED DECEMBER 31, 2019

COMMITMENTS AND CONTINGENCIES

EC Inc. is an exclusive licensee of TAF’'s ESPA program for the purpose of scaluﬁg up TAF’s financing
method for energy retrofit projects in buildings. TAF has two financing commttmeﬁts for the purpose of
assisting EC Inc.’s capital mobilization. Both financing commitments are 1 TN

repaid anytime if EC Inc. can refinance using external capital:

e up to $2 million from TAF’s secured subordinated debt facility whlght fmances ESPAs signed

between EC Inc. and building owner clients; N

Assets

Cash 6,111 $ 24,080
Liabilities

Due to TAF $ 298,649 $ 316,602
Equity

Capital 1 1

Deficit (292,538) (292,523)

$ 6.111 $ 24,080

2019 2018
Expenses
Bank charges $ 15 $ 67
Net loss $ (15) $ (67)

SUBSEQUENT EVEN~

In mid-March 2020, sut sequent to the TAF's year-end, the province of Ontario declared a state of
emergency in response ‘to the public health concerns originating from the spread of the coronavirus
disease. A degree\ of uncertainty persists surrounding the full economic impact of the situation.
Consequently, at the time of issuance of these financial statements, the effect that the decline in
economic ac«:t;lwﬁy n the TAF's operations, assets, liabilities, fund balances, revenues and expenses
are not ye Known. Management has undertaken reasonable and appropriate steps related to
employee he,ai«th and safety and continuing business operations and is also working with the
Investment Committee to closely assess and manage the impacts to TAF's investment portfolio.

COMPARATIVE FIGURES

Comparative figures have been reclassified where necessary to conform to the presentation adopted
in the current year.
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