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MANAGEMENT’S DISCUSSION AND ANALYSIS 

The following Management’s Discussion and Analysis (“MD&A”) of the operating performance and financial condition of Spark Power 
Group Inc. (“Spark Power”, the “Company”, “we”, “us”, or “our”) for the three months ended March 31, 2019, dated May 14, 2019, 
should be read in conjunction with the December 31, 2018 Consolidated Annual Financial Statements and related notes thereto and 
the 2018 Management Information Circular. Additional information related to Spark Power is available under the Company’s SEDAR 
profile at www.sedar.com and on our website at www.sparkpower.com. Unless otherwise specified all amounts are expressed in 
Canadian dollars.  

FORWARD-LOOKING INFORMATION 

 
Some of the information contained in this Spark Power MD&A contains forward-looking statements. These statements are based on 
management’s reasonable assumptions and beliefs in light of the information currently available to them and are made as of the date 
of this Spark Power MD&A. Spark Power does not undertake to update any such forward-looking statements as a result of new 
information, future events or otherwise, except as required by applicable securities laws in Canada. Actual results may differ materially 
from those indicated or underlying forward-looking statements as a result of various factors, including those described in this MD&A 
and in “Risk Factors” in the Company’s final long-form prospectus dated August 7, 2018 available on SEDAR at www.sedar.com. 
Spark Power cautions that the list of risk factors and uncertainties is not exhaustive and other factors could also adversely affect 
results. Readers are urged to consider the risks, uncertainties and assumptions carefully in evaluating the forward-looking information 
and are cautioned not to place undue reliance on such information.  
 

PRESENTATION OF FINANCIAL INFORMATION 

The financial statements, including the required comparative information, have been prepared in accordance with International 
Financial Reporting Standards (“IFRS”), as issued by the International Accounting Standards Board (“IASB”). Financial results, 
including historical comparatives contained in this MD&A, unless otherwise specified herein, are based on these financial statements. 
The Canadian dollar is the Company’s functional and reporting currency for purposes of preparing the financial statements given that 
the Company conducts most of its operations in that currency. Accordingly, all dollar references in this MD&A are in Canadian dollars, 
unless otherwise specified. The use of the term “prior period” refers to the three months ended March 31, 2019. 

KEY PERFORMANCE INDICATORS (NON-IFRS MEASURES) 

 
This Spark Power MD&A makes reference to certain non-IFRS measures, including: “EBITDA”, “EBITDA Margin”, “Adjusted EBITDA”, 
“Adjusted EBITDA Margin”, Pro-forma Adjusted EBITDA”, Pro-forma Adjusted EBITDA Margin”, Pro-forma Adjusted LTM EBITDA, 
Pro-forma Revenue”, Pro-forma LTM Revenue, “Adjusted Working Capital”, and “Adjusted Net Comprehensive Income (Loss)”. 
These non-IFRS measures are used to provide investors with supplemental measures of Spark Power’s operating performance and 
highlight trends in Spark Power’s business that may not otherwise be apparent when relying solely on IFRS measures. Spark also 
believes that providing such information to securities analysts, investors and other interested parties who frequently use non-IFRS 
measures in the evaluation of issuers will allow them to better compare Spark Power’s performance against others in its industry. 
Management also uses non-IFRS measures in order to facilitate operating performance comparisons from period to period, to prepare 
annual operating budgets and forecasts and to determine components of management compensation. See “Selected Consolidated 
Financial Information” and “Management’s Discussion and Analysis”. 

“EBITDA” means net income (loss) before amortization, finance costs, and provision for income taxes. 

“Adjusted EBITDA” means EBITDA adjusted for any change in fair value of Puttable Class A and Class 1 Special shares, non-
recurring costs, excess of fair value over net asset acquired, gain on retraction of Class 1 Special shares, transaction costs, 
reorganization costs, which management considers to be not representative of Spark Power’s ongoing operating performance. Spark 
Power uses EBITDA and Adjusted EBITDA to evaluate the performance of its business as these measures reflect ongoing profitability 
and it believes these measures are useful in making comparisons between periods. Spark Power believes that EBITDA and Adjusted 
EBITDA provide analysts and investors with information about its income generating capabilities, and ability to service debt and meet 
other payment obligations. Management uses these measures to monitor and plan for the operating performance of Spark Power in 
conjunction with other data prepared in accordance with IFRS. 

“Pro-forma Adjusted EBITDA” means Adjusted EBITDA adjusted for the impact of EBITDA earned by companies acquired during 
the year for the period prior to acquisition.  

http://www.sedar.com/
http://www.sparkpower.com/
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“Pro-forma Revenue” means revenue adjusted for the impact of revenue earned by companies acquired during the year for the 
period prior to acquisition. 

“EBITDA Margin” means EBITDA divided by revenue. 

“Adjusted EBITDA Margin” means Adjusted EBITDA divided by revenue. 

“Pro-forma Adjusted EBITDA Margin” means Pro-forma Adjusted EBITDA divided by revenue. 

“Pro-forma Adjusted LTM EBITDA” means the Company’s last twelve months EBITDA as at the measurement date adjusted for 
the impact of EBITDA earned by companies acquired during the twelve months prior to the measurement date. 

“Pro-forma Adjusted LTM EBITDA Margin” means Pro-forma Adjusted LTM EBITDA divided by Pro-forma LTM revenue. 

“Pro-forma LTM Revenue” means the Company’s last twelve months revenue adjusted for the impact of revenue earned by 
companies acquired during the period for the twelve months prior to the measurement date. 

“Adjusted Working Capital” means working capital less the current portion of long-term debt and lease liability, puttable class A 
and class 1 special shares of Spark Power, redeemable preference shares and redeemable common and special shares, and 
therefore provides management and investors with a more clear understanding of the efficiency of operational working capital needs 
absent working capital required as a result of capital structure. 

“Adjusted Net Comprehensive Income (Loss)” means net comprehensive income (loss) adjusted for the impact of certain items, 
including non-cash items, such as change in fair value of puttable class A and class 1 special shares of Spark Power, gain (loss) on 
investments, gains on business combinations and other costs which management considers to be not representative of Spark Power’s 
ongoing operating performance, net of related tax effects. 

The following table provides a reconciliation of our EBITDA measures: 
 

 

 

 

 

3 Months Ended 3 Months Ended 

Mar. 31, 2019 Mar. 31, 2018

Net and comprehensive loss ($518,569) ($19,247,855)

Adjustments:

Finance expense 1,289,166 1,098,072

Income tax expense (104,340) 131,421

Amortization 2,546,096 1,689,000

EBITDA 3,212,353 (16,329,362)

EBITDA Margin 9.4% -82.7%

Adjustments:

Increase in value of Puttable Class A and Class 1 Special shares -                                        18,607,260                   

Adjusted EBITDA 3,212,353 2,277,898

Adjusted EBITDA Margin 9.4% 11.5%

Other adjustments:

Pre-acquisition EBITDA for 3 acquistions completed in 2018 -                                        2,024,847

Pro-forma Adjusted EBITDA $3,212,353 $4,302,745

Pro-forma Adjusted EBITDA Margin 9.4% 13.7%

Reconciliation of net and comprehensive loss to EBITDA, Adjusted 

EBITDA and Pro-forma Adjusted EBITDA
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BUSINESS OVERVIEW 

Headquartered in Oakville, Ontario, Canada, Spark Power Corp. (“Spark Power”) is a leading independent provider of integrated 
power solutions serving more than 6,500 industrial, commercial, and institutional customers across North America. Spark Power is a 
wholly owned subsidiary of Spark Power Group Inc. 

 
 

SUMMARY FINANCIAL INFORMATION 

The selected information presented below has been derived from and should be read in conjunction with the Company’s audited 
consolidated financial statements and related notes for the three months ended March 31, 2019 and 2018. 

 

FIRST QUARTER HIGHLIGHTS 
 
Fourth Quarter Highlights 
 
● Revenue increased by $14.5 million, or 73.7%, to $34.3 million 

● Gross profit increased by $5.1 million or 70.2%  

● Gross profit margin was 36.2% as compared to 37.0% in the first quarter of 2018 

● EBITDA and Adjusted EBITDA was $3.2 million or 9.4% of revenue as compared to $2.3 million or 11.5% of revenue in 2018 

● Pro-forma adjusted EBITDA was $3.2 million or 9.4% of revenue as compared to $4.3 million or 13.7% of revenue in 2018 

● Decision to commence wind-up Orbis opportunities in Chile resulting in an operating loss in the quarter of $0.2 million 

 

3 Months Ended 3 Months Ended 

Mar. 31, 2019 Mar. 31, 2018

Revenue $34,272,379 $19,734,419

Cost of sales 21,862,560 12,442,318

Gross profit 12,409,819 7,292,101

Selling, general and administrative expenses 11,702,555 6,693,253

Income from operations 707,264 598,848

Other income (expenses):

Finance costs (1,289,166) (1,098,072)

Increase in value of Puttable Class A and Class 1 Special shares 0 (18,607,260)

Other (41,007) (9,950)

(1,330,173) (19,715,282)

Loss before income taxes (622,909) (19,116,434)

Income tax expense (recovery):

Current (475,764) 461,698

Deferred 371,424 (330,277)

(104,340) 131,421

Net and comprehensive loss ($518,569) ($19,247,855)

EBITDA 3,212,353 (16,329,362)

Adjusted EBITDA 3,212,353 2,277,898

Adjusted EBITDA margin 9.4% 11.5%

Pro-forma Adjusted EBITDA 3,212,353 4,302,745

Pro-forma Adjusted EBITDA margin 9.4% 13.7%

Pro-forma Revenue 34,272,379 31,375,467
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RESULTS OF OPERATIONS  

Revenue 

Revenue for the three months ended March 31, 2019 was $34.3 million, compared with $19.7 million in the first quarter of 2018, 
representing an increase of $14.5 million or 73.7%. The acquisitions completed in July 2018 contributed $11.6 million or 59.0% of 
the revenue increase with Bullfrog accounting for $4.1 million, Orbis accounting for $5.9 million and New Electric Fresno accounting 
for $1.6. The balance of the revenue growth in Q1 2019 of $2.9 million was attributable to organic growth representing an increase 
of 14.7% compared to the first quarter of 2018.  

Cost of Sales and Gross Profit 

Cost of sales for the three months ended March 31, 2019 were comprised of the following: 
 

 
 
 

Gross profit in the first quarter of 2019 was $12.4 million, or 36.2% of revenue, compared with $7.3 million or 37.0% in the first quarter 
of 2018 representing an increase of $5.1 million or 70.2%. The gross profit percentage decline was primarily attributable to the impact 
of lower gross margin realizations from the Orbis business compared to higher margins in the Bullfrog business, both of which were 
not included the results for the first quarter of 2018 as they were acquired in Q3 2018. Excluding the impact of the acquisitions in the 
first quarter 2019 results, gross margins would have been 32.4% as compared to 37.0% realized in the first quarter of 2018 resulting 
primarily from lower gross margins in the Technical Services Group. 

Selling, General and Administration Expenses 

Selling, general and administration expenses for the first quarter of 2019 were $11.7 million, or 34.2% of revenue, compared with 
$6.7 million, or 33.9% of revenue in the first quarter of 2018 representing an increase of $5.0 million or 74.8%. The absolute dollar 
increase was attributable primarily to the impact of the 2018 acquisitions with Bullfrog adding $1.7 million, Orbis $1.2 million and New 
electric Fresno $0.2 million. The balance of the increase was attributable to increases in other business units and corporate costs, 
partially offset by savings from the fall 2018 reorganization activities. As a percentage of revenue selling, general and administration 
costs were driven primarily be scale achieved as a result of increased revenues, partially offset by the impact of Bullfrog Power as all 
costs associated with this business are included in selling, general and administration. 

Amortization and Depreciation and Finance Costs 

Amortization and depreciation for the three months ended March 31, 2019 was $2.6 million compared with $1.7 million over the same 
period in 2018. The increase reflects the impact of amortization and depreciation on fixed assets and intangible assets that arose 
from the acquisitions completed during 2018 with the balance of the increase was driven by additions of property and equipment and 
right of use vehicles and property. 

Finance costs in the first quarter were $1.3 million as compared to $1.1 million in the first quarter of 2018. The increase was 
attributable primarily to the inclusion of an unrealized mark-to-market swap cost of $121,978 incurred in the quarter on a $22.0 million 
interest rate swap required under the Company’s credit facility.  

$ % $ %

Revenue $34,272,379 $19,734,419

Cost of sales:

Labor 11,195,149 32.7% 5,865,544 29.7%

Materials 6,424,561 18.7% 4,088,183 20.7%

Vehicle costs and other 2,845,039 8.3% 1,483,776 7.5%

Amortization 1,397,812 4.1% 1,004,815 5.1%

Total Cost of Sales 21,862,560 63.8% 12,442,318 63.0%

Gross Profit 12,409,819 36.2% 7,292,101 37.0%

Mar. 31, 2019 Mar. 31, 2018

3 Months Ended 3 Months Ended
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EBITDA, Adjusted EBITDA and Pro-forma EBITDA 

Results for the Three Months Ended March 31, 2019 
 
EBITDA for the three months ended was $3.2 million or 9.4% of revenue compared with ($16.3) million in the first quarter of 2018. 
During the first quarter of 2018 the Company incurred a $18.6 million charge for the increase in value of puttable shares held by the 
Company at that time.  

For the three months ended March 31, 2019, Adjusted EBITDA was $3.2 million, or 9.4% of revenue, compared with $2.3 million, or 
11.5%, of revenue in the first quarter of 2018, representing an increase of $0.9 million or 41.0%.  

Pro-forma adjusted EBITDA was $3.2 million or 9.4% of pro-forma revenue compared with $4.3 million or 13.7% of pro-forma revenue 
in the first quarter of 2018, representing a decrease of $1.1 million or 25.2%.  

RESULTS OF OPERATIONS – By Reportable Business Segment 

For fiscal 2019 the Company has revised its reportable business segments as detailed below. Management believes that this 
segmentation better reflects how the business is managed and provides a clearer understanding, for both management and other 
users of the financial information, of the businesses with different growth opportunities, revenue profiles and historical earnings 
performance and potential. 
 

 
 
 
 
 
 
 
 

 

Technical Services Group 

The Services Group is comprised of our low voltage electrical services operating under the New Electric brand, our medium and high 
voltage electrical services operating under the Tiltran, Taltrees, Pelikan, Rondar and Orbis brands; and our operations and 
maintenance service group operating under the Northwind brand. 

 
(1) Excludes corporate expenses 

 

Mar.31, 2019 Mar. 31, 2018 Change

Revenue $27,720,846 $17,773,654 $9,947,191

Gross profit 7,487,134 6,424,782 1,062,352

Gross profit margin 27.0% 36.1% 10.7%

Selling, general and administration 5,837,033 3,933,533 1,903,500

Segment EBITDA 3,598,420 3,799,950 (201,530)

Segment EBITDA % 13.0% 21.4% -2.0%

Segment profit 1,650,101 2,491,249 (841,148)

3 months ended

INTEGRATED POWER SOLUTIONS 

TECHNICAL 
SERVICES 

POWER ADVISORY & 
SUSTAINABILITY 

LOW-HIGH VOLTAGE 

O&M SERVICES 

ON-SITE GENERATION 

MV/HV PRODUCTS 

CONTROL PANELS 

ASSET MANAGEMENT 

ENERGY MANAGEMENT 
BULLFROG POWER 

POWER  

EQUIPMENT 
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Results for the 3 Months ended March 31, 2019  

Revenue in the first quarter ended March 31, 2019 was $27.7 million compared with $17.8 million in the first quarter of 2018, 
representing an increase of $9.9 million or 56.0%. Effective July 1, 2018 the Company completed the acquisitions of Orbis and NEF 
that are included in the Technical Services Group and contributed $7.5 million or 42.5% to the revenue increase in the quarter. The 
balance of the revenue growth in the first quarter of 2019 of $2.4 million was attributable to organic growth representing an increase 
of 13.5%. Revenues are broken down as follows: 

 

Revenue in the Company’s low voltage services business operating under the New Electric brand increased by $3.9 million or 35.7% 
in the first quarter. Growth in low voltage revenues has been driven by concerted sales efforts to grow relationships with a strong 
customer base and the impact of new branches opened during fiscal 2018, driving organic growth of $2.3 million or 20.9%. The 
acquisition of New Electric Fresno in July 2018 accounted for $1.6 million or 14.8% of the revenue growth in the first quarter of 2019. 
The increase in high voltage services of $4.9 million was driven by the impact of the Orbis acquisition completed in July 2018 which 
added $6.0 million of revenue to the first quarter. Organic revenues declined by $0.6 million or 13.4% in the first quarter of 2019. The 
decrease was attributable primarily to the absence of US storm restoration projects that occurred in 2018. Operations and 
maintenance services increased by $0.8 million or 36.0% and resulted from organic growth with the divisions existing customer base 
and the impact of new revenue growth from US based customers acquired during 2018. 

Gross profit in the first quarter of 2019 was $7.5 million, or 27.0% of revenue, compared with $6.4 million or 36.1 % in the first quarter 
of 2018. The absolute dollar change was due to the impact of acquisition and organic growth in the segment. The gross profit 
percentage decline was primarily attributable to the impact of lower gross margin realizations from the high voltage Orbis business 
and a decline in gross margin realizations in low voltage electrical services. Gross margin realizations in Orbis were 10.1% and were 
impacted a high proportion of revenue being product supply which garners significantly lower margins then technical service work. In 
addition, margins were also impacted by the wind-down of operations in Chile and investment in personnel to support the new Altalink 
contract the launch of which has been delayed until the second quarter. During the quarter gross margins in low voltage electrical 
services were 33.2% as compared to 39.0% in the first quarter of 2018. The main drivers to this decline was revenue mix and a low 
volume revenue in month in January resulting in a high unutilized labor impact. 

Selling, general and administration expenses for the first quarter of 2019 were $5.8 million, or 21.1% of revenue, compared with $3.9 
million, or 22.0% of revenue in 2018. The absolute dollar increase was attributable to the impact of the 2018 acquisitions of Orbis 
and New Electric Fresno. The percentage decline was attributable to the impact of operational leverage as we realized revenue 
growth without corresponding increases in costs. 

For the three months ended March 31, 2019, Segment EBITDA was $3.6 million compared with $3.8 million in the first quarter of 
2018, representing an decrease of $0.2 million. The decrease was attributable to the factors noted above. 

Power Equipment Group 

The power equipment group is comprised of sales and rentals of new and used equipment under the companies Lizco brand and 
sales of control panels through New Electric and Orbis.  

Business Unit Mar.31, 2019 Mar. 31, 2018 Change Acquisition Organic Acquisition Organic

Low Voltage Electrical Services $14,640,923 $10,792,051 $3,848,872 $1,597,014 $2,251,858 14.8% 20.9%

High Voltage Electrical Services 10,099,724 4,789,967 5,309,757 5,950,182 (640,425) 124.2% (13.4%)

Operations and Maintenance Services 2,980,199 2,191,637 788,562 -             788,562 -            36.0%

$27,720,846 $17,773,654 $9,947,192 $7,547,196 $2,399,996 42.5% 13.5%

3 months ended $ Growth % Growth
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Results for the 3 Months ended March 31, 2019  

Revenue in the first quarter ended March 31, 2019 was $2.2 million compared with $1.2 million in the first quarter of 2018, representing 
an increase of $1.0 million or 79.0%, and was driven by organic growth in equipment sales and rental and control panels 

 

Gross profit in the first quarter of 2019 was $0.6 million, or 25.3% of revenue, compared with $0.1 million or 10.3 % in the first quarter 
of 2018. The absolute dollar change was driven by higher volumes and particularly panel shop volumes which drive higher gross 
margins.  

Selling, general and administration expenses for the first quarter of 2019 were $0.3 million, or 14.2% of revenue, compared with $0.2 
million, or 12.3% of revenue in 2018.  

For the three months ended March 31 2019, Segment EBITDA was $0.3 million compared with nil in the first quarter of 2018, 
representing an increase of $0.3 million.  

Power Advisory & Sustainability Group 

The Solutions Group is comprised of our recent Bullfrog acquisition and asset management services. 

 

Mar.31, 2019 Mar. 31, 2018 Change

Revenue $2,181,420 $1,218,711 $962,709

Gross profit 552,572 125,265 427,307

Gross profit margin 25.3% 10.3% 44.4%

Selling, general and administration 310,550 149,628 160,922

Segment EBITDA 316,637 (24,363) 341,000

Segment EBITDA % 14.5% (2.0%) 35.4%

Segment profit 242,022 (24,363) 266,385

3 months ended

Business Unit Mar.31, 2019 Mar. 31, 2018 Change

Equipment Sales and Rentals $1,319,484 $950,525 $368,959

Control Panels 861,936 268,186 593,750

$2,181,420 $1,218,711 $962,709

3 months ended

Mar.31, 2019 Mar. 31, 2018 Change

Revenue $4,196,494 $229,485 $3,967,009

Gross profit 4,196,494 229,485 3,967,009

Gross profit margin 100.0% 100.0% 100.0%

Selling, general and administration 1,771,352 1,428 1,769,924

Segment EBITDA 2,599,609 228,300 2,371,309

Segment EBITDA % 61.9% 99.5% 59.8%

Segment profit 2,425,142 228,057 2,197,085

3 months ended
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Results for the 3 months ended March 31, 2018  

Revenue for the three months ended March 31, 2019 was $4.2 million compared with $0.2 million over the same period in 2018. 
Effective July 1, 2018 the Company completed the acquisition of Bullfrog Power and accounted for the revenue increase in the three-
month period ended March 31, 2019 compared with the same period in 2018.  

 

Gross profit for the three months ended March 31, 2019 was $4.2 million as compared with $0.2 million and $0.2 million over the 
same period in 2018. The increase resulted primarily from the addition of Bullfrog Power in the third quarter of 2018. 

Selling, general and administration expenses for the three-months ended March 31, 2019 were $1.8 million compared with $1,428 
over the same period in 2018. The increase was due to the acquisition of Bullfrog Power during 2018. 

For the three months ended March 31, 2019, Segment EBITDA was $2.6 million compared with $0.2 million over the same period in 
2018. The increase was due to the acquisition of Bullfrog Power during 2018. 
 

Corporate Group 
 

 
 
Revenues in the Corporate Group were $173,619 in the first quarter of 2019 as compared to $512,568 in 2018. The revenue relates 
to billings to third parties for accounting, IT, payroll and operational software services. The decline from the prior year was due a 
customer deciding to take these services in-house and the impact of the Company purchasing New Electric Fresno who was utilizing 
these services as a third party prior to the acquisition. 
 
Corporate expenses are comprised of the following: 
 

 

Business Unit Mar.31, 2019 Mar. 31, 2018 Change

Bullfrog Power $3,821,484 $229,485 $3,591,999

Asset Management 375,010 -               375,010

$4,196,495 $229,485 $3,967,010

3 months ended

Mar.31, 2019 Mar. 31, 2018 Change

Revenue $173,619 $512,568 ($338,949)

Gross profit 173,619 512,568 (338,949)

Gross profit margin 100.0% 100.0% 100.0%

Selling, general and administration 3,783,620 2,608,665 1,174,955

Segment EBITDA (3,261,307) (1,716,041) (1,545,266)

Segment profit (3,610,001) (2,096,097) (1,513,904)

3 months ended

Description Mar.31, 2019 Mar. 31, 2018 Change

Salaries and benefits $2,367,850 $1,671,707 $696,143

Director and professional fees 448,458 242,201 206,257

Travel, meals and entertainment 231,707 126,370 105,337

Office and administration 386,911 188,331 198,580

Depreciation and amortization 348,694 380,056 (31,362)

$3,783,620 $2,608,665 $1,174,955

3 months ended
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FINANCIAL CONDITION, LIQUIDITY AND CAPITAL RESOURCES 
 

Cash and Borrowing Capacity 

We monitor our liquidity principally through cash and cash equivalents and available borrowing capacity under our revolving operating 
line of credit. Our primary uses of funds are for operating expenses, working capital requirements, capital expenditures and debt 
service requirements. 

Bank indebtedness was $14.6 million at March 31, 2019 as compared with $11.7 million at December 31 and a cash balance of $3.2 
million at March 31, 2018. As at March 31, 2019 the Company had additional borrowing capacity under the revolving line of credit of 
$5.4 million. 

Debt and Capital Structure 

The Facility is comprised of three main components with details and terms as follows: 
 

 
 
 

Long-term indebtedness, including the current portion of long-term debt, increased to $73.7 million at March 31, 2019 from $71.5 
million at December 31, 2018. Long-term debt is comprised of the following components: 

 

The increase in long-term debt resulted from an increase in lease liabilities during the quarter related primarily to new facilities and 
vehicles. 

The current portion of long-term debt increased to $8.5 million at March 31, 2019 as compared $7.1 million at December 31, 2018. 
The increase is attributable to an increase in current payments related to the term loan of $1.4 million. 

We monitor our capital structure through the use of the total long-term debt to Pro-forma Adjusted EBITDA metric. As at March 31, 
2019, our long-term debt to Pro-forma Adjusted EBITDA ratio was 3.03 compared with 2.81 at December 31, 2018, calculated as 
follows: 

 

Operating Line Term Loan Acqusition Line Total

Amount $20,000,000 $44,000,000 $25,000,000 $89,000,000

Term Uncommitted 3 years Committed Uncommitted

Interest rate  (i) Prime + 0.0%-1.0% Prime +0.75% - 1.75% Prime + 0.0%-1.0%

Repayment terms Revolving Year 1 - interest only 10 year amortization

8 year amortization thereafter post drawdown

Amount Drawn at 

March 31, 2019 $14,662,232 $44,000,000 nil $58,662,232

 (i) - based on Debt:EBITDA ranges

March 31, 2019 December 31, 2018

Term debt, excluding financing fees 45,500,000$              45,500,000$              

Promissory notes 10,233,527                10,233,527               

Lease liability, including current portion 17,922,813                15,741,559               

Total Long-term debt 73,656,340$              71,475,086$              

March 31, 2019 December 31, 2018

Total long-term debt $73,656,340 $71,475,086

Pro-forma LTM Adjusted EBITDA $24,318,799 $25,409,190

Net long-term debt to Pro-Forma Adjusted EBITDA 3.03 2.81                         
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The senior secured credit facility is subject to financial covenants that include a Pro-forma Senior Funded Debt to EBITDA 
(“Debt:EBITDA”), and a Debt Service Coverage Ratio (“DSCR”). As at March 31, 2019 we were in full compliance with covenants 
under the Credit Facility. 

 
The outstanding balance under the revolving operating line fluctuates from quarter to quarter as it is drawn to finance working capital 
requirements, capital expenditures and acquisitions, and is repaid with funds from operations, dispositions or financing activities. 
 
The maximum Debt:EBITDA covenant is 3.75:1 in a year in which the Company completes an acquisition, otherwise the maximum 
allowable is 3.25:1. All promissory notes due to previous owners of companies purchased by Spark Power are subordinated to the 
Senior Lender for purposes of financial covenant compliance. 
 
A condition to the agreement is that the Company must enter into interest rate swaps for a minimum of 50% of the value of the term 
loan. In November 2018 the Company entered into an interest rate swap to hedge the interest payments over 50% of the term loan 
over the remaining term at a Banker’s Acceptance rate of 2.97%, adjusted quarterly for credit spreads of 2.00% - 3.00%, for an 
aggregate fixed interest rate of 4.97%. During the first quarter the Company recorded a mark-to-market loss of $121,978 related to 
this swap arrangement. Since the inception of the swap the total mar-to-market charge is $524,238 and has been recorded in finance 
expense and accounts payable and accrued liabilities. 
 
Summary of Cash Flows 

The following table summarizes Spark Power’s cash flows for the three months ended March 31, 2019 and 2018: 

 
 
Cash flows from operating activities  
 
Cash generated by operating activities increased by $0.4 million for three months ended March 31, 2019 compared to the same 
period in 2018. The increase was attributable to an increase in depreciation and amortization of $0.9 million and an increase in 
deferred taxes of $0.7 million, partially offset by an increase in investment in non-cash working capital. 
 
Cash flows from investing activities 
 
Cash used in investing activities was $3.0 million for the three months ended March 31, 2019 and was related to purchases of 
property, plant and equipment as compared to $0.2 million in 2018.   
 
Cash flows used for financing activities 
 
Cash flows generated from financing activities in the three months ended March 31, 2019 were $1.9 million representing an increase 
of $2.3 million compared to the same period in 2018. The increase was attributable to $3.0 million of cash being drawn on the 
operating line and a decrease in repayment of long-term debt, offset by an increase in lease payments of $0.3 million and a decrease 
in issuance of share capital,  
 
External Factors Impacting Liquidity 
 
Please refer to the “Risks” section contained in the Spark Power Group Inc. Annual Information Form filed under the Company’s 
profile at www.sedar.com, for a description of circumstances that could affect our sources of funding. 

 

3 Months Ended March

2019 2018

Operating activities $1,124,291 $707,606

Investing activities (2,999,839) (163,916)

Financing activities 1,875,548 (430,609)

Increase (decrease) in cash -                          113,081

Cash, beginning of period -                          3,126,617

Cash, end of period -                          $3,239,698

http://www.sedar.com/
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Working Capital and Adjusted Working Capital 

Working Capital includes cash, short-term investments, accounts receivable, contract assets, inventory and prepaid expenses and 
deposits, bank indebtedness, accounts payable and accrued liabilities, income taxes payable, contract liability, current portion of 
long-term debt and lease liability. Adjusted Working Capital excludes the current portion of long-term debt and lease liability, and 
therefore provides management and investors with a clearer understanding of the efficiency of operational working capital needs 
absent working capital required as a result of capital structure.  

Spark Power’s main sources of liquidity have been cash generated from operating activities and borrowings under its existing and 
previous credit facilities. At March 31, 2019 Working Capital and Adjusted Working Capital were $6.7 and $15.2 million, respectively, 
compared with $10.2 million and $17.0 million, respectively at December 31, 2018.  

The Company believes that adjusted working capital provides a better understanding of period-on-period comparisons of results as 
it reflects the results of operations of companies. See “NON-IFRS MEASURES” at the end of this report. 
 
The following table outlines how our working capital measures are determined: 

 

 
 

 

Outstanding Share Data 
 
The total number of fully diluted outstanding and issuable Common Shares is as follows: 
 

 

Warrants 

 
Warrants give the right to the purchase of one Common share at an exercise price of $3.45 per share for a term of 5 years. These 
warrants have been classified as an equity instrument measured through profit or loss and have been measured using the Black-
Scholes method using the following inputs: stock price - $3.00 per share; exercise price - $3.45 per share; risk-free interest rate – 
2.16%; volatility – 14%; term – 5 years; yield – 0%, These inputs require management judgment and estimates and a change in such 
estimates could result in a material change to the valuation of these warrants. 

Stock options 

The Company has an incentive stock option plan.  Under the terms of the plan, directors, officers, employees and consultants, subject 
to certain conditions, may be granted options to purchase common shares of the Company.  Options generally expire after ten years, 
with vesting provisions stated in the plan and the applicable grant agreement.   

 

Reconciliation of working capital to Adjusted working capital Mar. 31, 2019 Dec. 31, 2018

Working capital (deficiency) $6,863,519 $9,860,843

Adjustments to working capital:

Current portion of long-term debt 3,000,000 1,625,000

Current portion of lease liability 4,183,926 4,234,216

Current portion of promissory notes 1,282,496 1,282,496

Adjusted Working Capital 15,329,942 17,002,555

Comprised of:

Cash -                       -                  

Operating line (14,662,232) (11,666,604)

Non-cash working capital balances 29,992,174 28,669,159

As at March 31, 2019 December 31, 2018

Common shares 44,923,553              44,920,313                    

Warrants 11,776,648              11,776,648                    

Stock options 1,991,980                1,991,980                      

Total 58,692,181              58,688,941                    
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OFF-BALANCE SHEET ARRANGEMENTS, COMMITMENTS AND CONTINGENCIES 

Spark Power has no off-balance sheet arrangements that have or are reasonably likely to have a current or future material effect on 

the Company’s financial condition, revenue or expenses, results of operations, liquidity, capital expenditures or capital resources. 

OUTLOOK 

The Company expects revenue and EBITDA to continue to grow in fiscal 2019 through organic growth, the full year impact of 2018 

acquisitions, an improved cost structure resulting from reorganization completed in Q4 of 2018 and the impact of scale on selling, 

general and administration costs. Organic revenue growth is expected to be achieved through additional new branch openings, 

growth from branches opened in 2018 and continued cross selling of the Company’s diverse service offerings across its customer 

base.  

Growth through acquisition continues to play a role in the growth opportunities for the Company. While acquisition growth can not 

be predicted or guaranteed the Company remains focused on identifying opportunities in this regard. 

With the new credit facility implemented in August 2018 the Company believes it has adequate resources to support growth 

opportunities in 2019. Availability on the Company’s $20.0 operating line and prudent cash flow management are expected to 

continue to support any working capital requirements and the currently unutilized $25.0 million acquisition line is available to 

support any funding requirements of potential acquisition opportunities. 

SUMMARY QUARTERLY FINANCIAL INFORMATION 
 

 
 

Note: (1) “Adjusted EBITDA”, Adjusted EBITDA margin”, “Adjusted Net Income (loss)”, Pro-forma Revenue”, “Pro-forma Adjusted EBITDA”, 
“Pro-forma Adjusted LTM EBITDA”, “Pro-forma Adjusted EBITDA margin”, Pro-forma LTM Revenue” are non-IFRS measures. Refer to Non-IFRS 
Measures” for definitions of these terms 

SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES 

The preparation of the Financial Statements in conformity with IFRS requires management to make estimates and assumptions that 
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the Financial 
Statements and reported amount of revenues and expenses during the reporting period.  Management is required to apply judgment 
in recognizing revenue, determination of appropriate provisions, determination of the useful lives of assets, valuation of reverse take-
over transaction, determination of valuation of equity transactions, valuation of business combinations, discount rate of lease liability, 
valuation of derivative financial instruments, and impairment of goodwill. By their nature, these estimates are subject to measurement 
uncertainty and are reviewed periodically and adjustments, if necessary, are made in the period in which they are identified.  Actual 

2019

Q1 Q4 Q3 Q2 Q1 Q4 Q3 Q2

Revenue 34,272,379$      $37,909,647 $38,268,707 $23,846,670 $19,734,419 $22,175,002 $22,639,739 $18,844,707

Gross Profit 12,409,819       15,573,718    13,297,002   9,063,895     7,292,101     10,170,337   9,334,055   8,039,498   

Income from Operations 707,264            3,609,261      5,019,404     2,216,203     598,848       3,913,210     2,919,661   373,771      

Net income (loss) (518,569) 288,554 (37,619,048) (8,056,503) (19,247,855) (15,420,493) 1,289,888 (1,281,187)

Adjusted Net Income (Loss) (518,569) 1,702,478 3,603,082 1,565,671 (640,595) 2,395,927 1,289,888 (353,059)

Adjusted EBITDA 3,212,353         6,043,300      7,313,709     4,836,030     2,287,848     5,888,024     4,564,677   3,043,556   

Adjusted EBITDA Margin 9.4% 15.9% 19.1% 20.3% 11.6% 26.6% 20.2% 16.2%

Pro-forma Revenue 34,272,379       37,909,647    38,268,707   38,896,800   31,375,467   33,164,273   35,717,899  30,076,162  

Pro-forma Adjusted EBITDA 3,212,353         6,043,300      7,313,709     7,749,437     4,302,745     6,672,425     6,996,149   3,956,946   

Pro-forma Adjusted EBITDA Margin 9.4% 15.9% 19.1% 19.9% 13.7% 20.1% 19.5% 13.2%

Pro-forma Adjusted LTM EBITDA $24,318,799 $25,409,191 $26,038,316 $25,720,756 $21,928,265 $20,975,241

Pro-forma Adjusted LTM EBITDA Margin 16.3% 17.4% 18.4% 18.5% 16.8% 16.8%

Pro-forma LTM Revenue $149,347,533 $146,450,621 $141,705,247 $139,154,439 $130,333,801 $125,110,463

20172018



 

 

 

  14 

 

results could differ from those estimates. 

Revenue recognition - The most significant judgments and estimates in recognizing revenue relate to the management contracts, as 
they are long-term in nature and contain consideration that is variable based on a number of uncertain factors, such as estimated 
electrical production over many years, expense growth, and the number of sites to be monitored.  The Company determines the 
extent to which the estimate of variable consideration is constrained (and therefore included in the measurement of revenue) by 
considering historical trends and the lowest levels of annual incentive fees earned in the past.  Key assumptions made in determining 
the estimate of the transaction price relating to management contracts include: 

• Cash flow projections for the per-project and per-kilowatt hour capacity are uniform in each year going forward; and 

• The number of licensees will not materially change over the remaining contract term. 

Key assumptions made in determining the satisfaction of the performance obligation at the reporting period are the expected number 
of licensees over the term of the remaining contract.  Spark does not expect the number of licensees to change materially over the 
remaining term of the contracts. 

Provisions – Significant judgments and estimates are involved in determination of the expected credit losses associated with accounts 
receivable and onerous contracts. 

Expected credit losses – Expected credit losses associated with accounts receivable require management to assess certain forward 
looking and macroeconomic factors to determine whether there is a significant increase in credit risk as well as expected provision 
on the balance outstanding as at year-end.  

Onerous contracts – A contract is considered onerous when the unavoidable costs of meeting the obligations under the contract 
exceed the economic benefits expected to be derived from the contract. The determination of when to record a provision for an 
onerous contract is a complex process that involves management judgment about outcomes of future events and estimates 
concerning the nature, extent and timing of expected future cash flows and discount rates related to the contract. 

Warranties – Significant judgements and assumptions may be involved in determination of future obligations associated with certain 
services and equipment sales recognized in the current year.  

Useful lives of assets - Significant estimates in connection with these Financial Statements include the determination of the useful 
lives of property and equipment and intangible assets based on their expected depreciation rates.  

Determination of valuation of equity transactions – Significant estimates are involved in determination of the fair value of equity 
transactions such as equity-settled transactions and warrant valuation.  

Valuation of business combinations - Significant estimates and assumptions are required to determine the purchase price allocation 
of business combinations including determination of valuation of intangible assets acquired as such.  

Discount rate of lease liability – The lease liabilities associated with all property and vehicle leases are measured at the present value 
of expected lease payments and discounted using the interest rate implicit in the lease, unless this is not readily determinable, in 
which case the Company’s incremental borrowing rate on commencement of the lease is used. The Company determines its 
incremental borrowing rate as the rate of interest it would have to pay to borrow over a similar term, and with a similar security, the 
funds necessary to obtain an asset of a similar value to the right-of-use asset in a similar economic environment. This requires 
significant estimates and assumptions from the management that may have an impact on the Financial Statements.  

Valuation of derivative financial instruments – The estimated fair values of financial assets and liabilities are subject to measurement 
uncertainty due to their exposure to credit, liquidity and market risks. Furthermore, the Company may use derivative instruments to 
manage commodity price, foreign currency and interest rate exposures. The fair value of these derivatives are determined using 
valuation models which require assumptions concerning the amount and timing of future cash flows, and discount rates. 
Management’s assumptions rely on external observable market data including quoted forward commodity prices and volatility, interest 
rate yield curves and foreign exchange rates. The resulting fair value estimates may not be indicative of the amounts realized or 
settled in current market transactions and, as such, are subject to measurement uncertainty.  

Impairment of goodwill -The annual test of impairment of goodwill is completed based on management’s estimates of future 
performance of the related cash generating unit based on past history and economic trends, plus estimates of the weighted average 
cost of capital.  

 
FINANCIAL INSTRUMENTS  

The Company has classified its financial instruments in accordance with IFRS into various categories as described in its accounting 
policies.   

The fair values of financial instruments are classified and measured according to the following three levels based on the fair value 
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hierarchy. 

Level 1:  quoted prices in active markets for identical assets or liabilities 

Level 2: inputs other that quoted priced included within Level 1 that are observable for the asset or liability  

either directly or indirectly. 

Level 3: inputs for the asset or liability that are no based on observable market data.  There were no financial instruments carried 
at fair value categorized in Level 3 as at March 31, 2019. 
 
There were no transfers between levels during the period. 

The financial instruments recorded at fair value are the Interest Rate Swap arrangement and short-term investments.  Short-term 
investments include investments in active market instruments and are categorized as Level 1.   

The fair value of the Interest Rate Swap arrangement has been recorded using Mark-to-Market (“MtM”) information as at March 31, 
2019 from a third party and is categorized as Level 2. 

The carrying values of cash, accounts receivable, bank indebtedness, and accounts payable and accrued liabilities approximate their 
fair values due to the immediate or short-term nature of these securities.   

The fair values of the borrowings are calculated based on the present value of the future principal and interest cash flows, discounted 
at the market rate of interest at the reporting date.  The market rate of interest is determined by reference to similar liabilities.   

Fair value estimates are made at a specific point in time, based on relevant market information and information about the financial 
instruments.  These estimates are subjective in nature and involve uncertainties and matters of significant judgment and, therefore, 
cannot be determined with precision.  Changes in assumptions could significantly affect the estimates. 

 

DISCLOSURE CONTROLS AND PROCEDURES (“DC&P”) AND INTERNAL CONTROLS OVER 
FINANCIAL REPORTING (“ICFR”) 

Management is responsible for the design and operational effectiveness of DC&P and ICFR in order to provide reasonable assurance 
regarding the disclosure of material information relating to the Company. This includes information required to be disclosed in the 
Company’s annual filings, interim filings and other reports filed under securities legislation, as well as the reliability of financial 
reporting and the preparation of financial statements for external purposes in accordance with IFRS. 

Consistent with National Instrument 52-109, the Company’s Co-CEO’s and CFO evaluate quarterly the DC&P and ICFR. As of 
December 31, 2018, the Company’s Co-CEO’s and CFO concluded that the Company’s DC&P and ICFR were properly designed 
and were operating effectively. In addition, there were no material changes to ICFR during the quarter. 

RISK MANAGEMENT 
 
Financial Risks 

 
Spark Power is exposed to a variety of financial risks in the normal course of operations including interest rate, credit and liquidity 
risk. Spark Power’s overall risk management program and business practices seek to minimize any potential adverse effects on its 
consolidated financial performance. 
 
Interest Rate Risk 

Interest rate risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of changes in market 
interest rates. Financial instruments that potentially subject Spark Power to cash flow interest rate risk include financial assets and 
liabilities with variable interest rates. Spark Power is currently exposed to cash flow risk on its credit facilities and lease liability as 
they do not bear interest at variable interest rates.  

Credit Risk 

Spark Power is exposed to credit risk resulting from the possibility that counterparties may default on their financial obligations to it. 
Spark Power’s maximum exposure to credit risk at the reporting date is equal to the carrying value of accounts receivable and 
mitigates its risk by monitoring the credit worthiness of its customers. 
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Spark Power provides credit to its customers in the normal course of its operations. The amounts disclosed in the statement of 
financial position represent the maximum credit risk and are net of allowance for doubtful accounts, based on management’s 
estimates taking into account Spark Power’s prior experience and its assessment of the current economic environment. 

In determining the recoverability of a trade receivable, Spark Power considers any change in the credit quality of the trade receivable 
for the date the credit was initially granted up to the end of the reporting period. 

Liquidity Risk 

Liquidity risk is the risk that Spark Power will encounter difficulty in meeting obligations associated with financial liabil ities. Spark 
Power’s approach to managing liquidity risk is to ensure, to the extent possible, that it will always have sufficient liquidity to meet 
liabilities when due. Spark Power is exposed to this risk mainly in respect of its trade and other payables, credit facilities, long-term 
debt and lease agreements. Spark Power reviews its cash flows from operations on a periodic basis to determine whether it will be 
able to meet its financial obligations and assess whether funding from financing sources is required. 

 


