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Independent auditors’ report 

To the directors of 

Sydney Steel Corporation 

We have audited the accompanying financial statements of Sydney Steel Corporation, which 

comprise the statement of financial position as at March 31, 2012, March 31, 2011, and April 1, 

2010, the statements of financial activities, changes in net financial assets, and cash flows for 

the years ended, March 31, 2012, and March 31, 2011, and a summary of significant accounting 

policies and other explanatory information. 

Management’s responsibility for the financial statements 

Management is responsible for the preparation and fair presentation of these financial 

statements in accordance with Canadian public sector accounting standards, and for such 

internal control as management determines is necessary to enable the preparation of financial 

statements that are free from material misstatement, whether due to fraud or error. 

Auditor’s responsibility 

Our responsibility is to express an opinion on these financial statements based on our audit.  

We conducted our audit in accordance with Canadian generally accepted auditing standards.  

Those standards require that we comply with ethical requirements and plan and perform the 

audit to obtain reasonable assurance about whether the financial statements are free from 

material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and 

disclosures in the financial statements.  The procedures selected depend on the auditor’s 

judgment, including the assessment of the risks of material misstatement of the financial 

statements, whether due to fraud or error.  In making those risk assessments, the auditor 

considers internal control relevant to the entity’s preparation and fair presentation of the 

financial statements in order to design audit procedures that are appropriate in the 

circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 

entity’s internal control.   
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An audit also includes evaluating the appropriateness of accounting policies used and the 

reasonableness of accounting estimates made by management, as well as evaluating the overall 

presentation of the financial statements. 

 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 

basis for our audit opinion. 

Opinion 

In our opinion, the financial statements present fairly, in all material respects, the financial 

position of Sydney Steel Corporation as at March 31, 2012, March 31, 2011, and April 1, 2010, 

and the results of its operations, changes in net financial assets and cash flows for the years 

ended March 31, 2012, and March 31, 2011, in accordance with Canadian public sector 

accounting standards. 

 

Sydney, Nova Scotia   

June 28, 2012    Chartered accountants 
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Sydney Steel Corporation 

Statement of financial position April 1 

March 31 2012 2011 2010 

 

 

Financial assets 

 Cash and cash equivalents $ 2,828,504 $ 1,948,197 $ 132,014 

 Receivables 

  Province of Nova Scotia (Note 3)  -  21,706,823 17,209,172 

  Harmonized sales tax  -  3,574,651 - 

  Sydney Environmental Resources Limited  145  14,215 14,215 

  Note receivable  379,062  417,437  455,721

     3,207,711  27,661,323 17,811,122 

 

Liabilities 

 Trade payables and accrued liabilities  538,397  550,492 540,931 

 Payable to Province of Nova Scotia (Note 3)  241,938  - - 

 Payable to Harbourside Commercial Park Inc. (Note 5)  -  371,193 371,755 

 Payable to Nova Scotia Lands Inc. (Note 5)  1,423,022  24,735,373 15,788,865 

 Payable to Sydney Utilities Limited (Note 5)  89,335  1,165,078  840,050 

 

     2,292,692  26,822,136 17,541,601 

 

Net financial assets  915,019   839,187 269,521 

 

Non-financial assets 

 Prepaid expenses  71,872   116,039  160,205 

 

Accumulated surplus $ 986,891 $ 955,226 $ 429,726 

 

  

 

Commitment (Note 4) 

Contingent liabilities (Note 6)   

       

 

 

 

On behalf of the Board 

 

 

      Director    Director 

 

 

 

 

 

 

See accompanying notes to the financial statements. 
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Sydney Steel Corporation 

Statement of financial activities 
Year ended March 31 2012 2011 

 

 

Revenue 

 Contributions from the Province of Nova Scotia (Note 3) $ 4,322,882 $ 6,497,655   

 Proceeds on disposal of assets (Note 5)  -  507,065   

 Other income  -  6,809   

 Interest  31,665  18,435   

 

      4,354,547  7,029,964   

 

Expenditures      

  

 Demolition and remediation (Note 5)  3,568,514  5,656,284   

 Professional fees  656,556  704,961   

 Property taxes  53,645  97,623   

 General and administration  44,167  45,596   

        

      4,322,882  6,504,464   

 

Annual surplus  31,665  525,500   

 

Accumulated surplus,  

 Beginning of year  955,226  429,726   

 

 End of year $ 986,891 $ 955,226   

 

  

 

 

 

 

 

 

 

 

 

 

 

See accompanying notes to the financial statements. 
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Sydney Steel Corporation 

Statement of changes in net financial assets 
Year ended March 31  2012 2011 

 

Annual surplus   $ 31,665 $ 525,500 

 

Decrease in prepaid expenses    44,167  44,166 

 

Increase in net financial assets    75,832  569,666 

 

Net financial assets 

Beginning of year    839,187  269,521 

 

 End of year   $ 915,019 $ 839,187 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

See accompanying notes to the financial statements. 
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Sydney Steel Corporation 

Statement of cash flows 
Year ended March 31 2012  2011 

 

 

Increase in cash and cash equivalents 

 

Operating 

 Annual surplus $ 31,665 $ 525,500  

 Change in non-cash operating 

  working capital (Note 7)  848,642  1,290,683  

      880,307  1,816,183  

 

Cash and cash equivalents, beginning of year  1,948,197  132,014  

 

Cash and cash equivalents, end of year $ 2,828,504 $ 1,948,197  
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Sydney Steel Corporation 

Notes to the financial statements 
March 31, 2012 

 

1.   Nature of operations 

 

Sydney Steel Corporation (“the Corporation”) is a Crown Corporation incorporated by special 

act of the Province of Nova Scotia.  The Corporation’s main function is to facilitate the 

remediation of the former steel plant site in Sydney, Nova Scotia. 

 

 

2.   Summary of significant accounting policies 

 

a) Basis of accounting 

These financial statements have been prepared in accordance with Canadian generally 

accepted accounting principles for the public sector, which for purposes of the Corporation’s 

financial statements, are represented by accounting recommendations of the Public Sector 

Accounting Board (PSAB) of the Canadian Institute of Chartered Accountants (CICA), 

supplemented where appropriate by other CICA accounting standards and pronouncements. 

b) Accrual basis of accounting 

Revenues and expenses are recorded on the accrual basis of accounting. 

c) Financial assets 

Cash and cash equivalents are recorded at cost which approximates market value. 

Accounts receivable are recorded at the principal amount less valuation allowances.  These 

allowances are recorded where collectability is considered doubtful. 

d) Net financial assets 

Net financial assets represent the financial assets of the Corporation less direct liabilities. 

e) Accumulated surplus 

Accumulated surplus represents the financial and non-financial assets of the Corporation less 

liabilities.  This represents the accumulated balance of surplus/net deficit arising from the 

operations of the Corporation. 
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Sydney Steel Corporation 

Notes to the financial statements 
March 31, 2012 

 

2.   Summary of significant accounting policies (continued) 

 

f) Financial instruments 

Risk management policy 

The Corporation is exposed to various risks through its financial instruments, which consist of 

cash and cash equivalents, receivables and payables and accruals.  The following analysis 

provides a measure of the risks at the balance sheet date, March 31, 2012. 

Credit risk 

The Corporation provides credit to its clients in the normal course of its operations.  The 

Corporation determines, on a continuing basis, the probable losses and sets up a provision 

for losses based on the estimated realizable value. 

Fair value 

The fair value of cash, accounts receivable and accounts payable approximates their carrying 

value given their short-term maturity date. 

g) Use of estimates 

In preparing the Corporation’s financial statements, management is required to make 

estimates and assumptions that affect the reported amounts of assets and liabilities, the 

disclosure of contingent assets and liabilities at the date of the financial statements, and the 

reported amounts of revenues and expenses during the reporting period.  Actual results could 

differ from these estimates.   

h) Foreign currency translation 
 
Foreign currency translation of the current assets and liabilities denominated in US dollars is 
converted at the rate of exchange in effect at the balance sheet date.  Income and expense 
items are translated at the rate of exchange in effect at the translation date.  Translation 
gains or losses are included in determining the change in net assets for the period. 
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Sydney Steel Corporation 

Notes to the financial statements 
March 31, 2012 

 

3.   Province of Nova Scotia 

 

In connection with the former active operations of Sydney Steel Corporation, the Province of 
Nova Scotia (the “Province”) has: 
 

 Established the Sysco Decommissioning Fund to finance the closure, 
demolition, and remediation obligations of the Corporation; and 

 Established the Sydney Steel Corporation Superannuation Fund to assume 
direct responsibility for the Corporation’s pension obligations. 
 

During the period 2001 – 2006, the Province provided contributions of $58,751,000 to the 
Corporation to fund certain closure, demolition, and remediation expenditures.  Upon further 
review in 2007, it was determined that the Corporation did not require these direct 
contributions due to better than expected recoveries on asset and scrap sales since the 
closure.  As such, the Province directed the Corporation to return these contributions to the 
Sysco Decommissioning Fund (the “Fund”).  The Fund will be utilized for future 
decommissioning, demolition and remediation of this Corporation’s and adjacent sites. 
 
In connection with the current liquidation and redevelopment plan, the Province has 
committed to continuing support.  Expenses incurred during the year for which the 
Corporation will receive reimbursements from the Sysco Decommissioning Fund total 
$4,322,582 (2011, $6,497,655). 
 
 
4. Commitment 
 
On March 30, 2007, the Corporation retained the services of Nova Scotia Lands Inc. to 
manage the remediation, redevelopment and by-product operations to be conducted on 
Corporation lands and to provide other services as may be required.  This agreement which 
was initially for a two-year period has been renewed on an annual basis. 

 
 

5.   Related party transactions 

 

Included in the demolition and remediation costs are reimbursement of expenses of $3,527,933 

(2011 - $5,436,697) and $40,581 (2011 - $215,821) paid to Nova Scotia Lands Inc. and Sydney 

Utilities Limited, respectively.  Both companies are controlled by the Province of Nova Scotia. 

 

In the prior year, the Corporation sold land and buildings to Harbourside Commercial Park Inc. for 

proceeds of $507,065. Both Companies are controlled by the Province of Nova Scotia. 

 

The Corporation paid legal fees of $644,442 (2011 – $662,327) to the Province of Nova Scotia – 

Department of Justice for services in relation to the lawsuit as disclosed in Note 6 to the financial 

statements. 

 

These transactions are in the normal course of operations and are measured at the exchange 

amount which approximates fair market value. 
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Sydney Steel Corporation 

Notes to the financial statements 
March 31, 2012 

 

 

6.   Contingent liabilities 

 

The Corporation is a defendant in two separate but similar lawsuits.  Both claims seek damages 

as a result of environmental contamination caused by years of steel making. One of the 

lawsuits was class action certified in February 2012.  An appeal of the certification decision has 

been filed by the Sydney Steel Corporation, the Province of Nova Scotia and by the Attorney 

General of Canada.  Because these matters are still in the preliminary stages, the outcome is 

not currently predictable. 

 
 
 
7. Supplemental cash flow information 2012 2011  
 

Change in non-cash operating working capital: 

 

Receivables 

 Province of Nova Scotia $ 21,948,761 $ (4,497,651)  

 Harmonized sales tax   3,574,651  (3,574,651) 

 Sydney Environmental Resources Limited   14,070  - 

 Note receivable   38,375  38,284 

Prepaid expense   44,167  44,166 

  

Payables 

 Trade payables and accrued liabilities   (12,095)  9,561  

 Harbourside Commercial Park Inc.   (371,193)  (562)  

 Nova Scotia Lands Inc.   (23,312,351)  8,946,508 

  

 Sydney Utilities Limited  (1,075,743)  325,028 

  

 

     $ 848,642 $ 1,290,683 
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Sydney Steel Corporation 

Notes to the financial statements 
March 31, 2012 

 

 

8. First-time adoption of Canadian public sector accounting standards 
 
These financial statements are the first financial statements for which the corporation has 
applied the Canadian standards for public sector entities.  The financial statements for the year 
ending March 31, 2012 have been prepared in accordance with these standards.  Comparative 
period information presented for the year ended March 31, 2011 was prepared using the same 
standard. 
 
The date of transition the new basis of accounting was April 1, 2010.  The transition has had no 
significant impact on opening accumulated surplus or the statements of financial activities, 
changes in net assets or cash flows for the year ended March 31, 2011. 
 
As a result the disclosures and reconciliations required under PS 2125 First-time adoption by 
government organizations accumulated surplus at the transition date, the comparatives 
statements of financial activities, changes in net assets and cash flows are not necessary and 
have not been presented in these financial statement notes. 

 
 


