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“It was an excellent year for the agricultural industry around the 
globe as a result of high demand and growing prices. Buhler Industries 
achieved record sales and profits in 2012. Revenue of $361.2M and 
$16.4M in net earnings made it the best year in our company's history.”

Dmitry Lyubimov, President 
Buhler Industries Inc.
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One of the most important products in the history of Versatile entered production in 2012. The new 
line of Versatile four-wheel drives featuring new styling, interim Tier IV technology and the largest 
cab in the industry began full production. The tractor represents more than four years of research, 
development and engineering and has been highly anticipated by dealers and farmers. 

On October 26, 2011, Versatile celebrated a huge milestone at the factory at 1260 Clarence Avenue 
in Winnipeg, Manitoba, Canada. The 100,000th tractor rolled off the line shortly after noon and a 
ceremony and celebration was held to commemorate the event. The 100,000th tractor, a Versatile 
305 row crop, was decked out with special metallic paint, chromed steps, exhaust grille and tip, 
featured a special mural decal featuring all the Versatile tractors built at the factory dating back to 
1966. After being displayed at several shows, the tractor was delivered to a Kansas farm that has 
owned several generations of Versatile tractors. 

Versatile introduced the first new combine in the North American market in nearly two decades. The 
Versatile RT490 is a Class 9 combine featuring RCR360 technology. The rotating concave rotary 
system is a unique threshing system that includes better cleaning and higher threshing capacity. The 
RT490 was a highlight at shows and marketing events and demonstrations were performed across 
North America in nearly every crop type. 

The new Versatile ML Series air drill featuring ALIVE technology entered production and won an AE50 
award from the ASABE. This award recognizes the unique technology of the drill which features in-
cab seed furrow profile selection for various types of crops. This technology requires less hydraulic 
pressure because of the mechanical linkage and follows the Versatile philosophy of simplicity, 
durability and ease of service and maintenance.

Versatile
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The expansion of the Farm King product line continues with products to compliment the existing 
product portfolios. A new grain cart was introduced to compliment the line of grain handling 
equipment. Built at the factory in Willmar, MN, the new Farm King grain cart is available in 1060 
and 1360 bushel capacities. With a 21.5" unloading auger and available options like scales, 
cameras and a roll tarp, the grain cart was designed to be durable and rugged.  
 
Farm King continued to expand the flagship 16" auger line with the introduction of the 1684 auger. 
At 84' long and featuring the industry-leading scissor lift undercarriage, the 1684 will provide 
farmers with the capacity they have been asking for in a package that is more maneuverable for 
farm sites with limited space.  
 
A new line of finishing mowers was introduced with two distinct series including a heavy duty model 
for commercial applications and a medium duty that is targeted at the acreage and home owner. 
Both mower lines are the evolution of decades of finishing mower manufacturing and are designed 
for easier parts component replacement. The heavy-duty model features a Kevlar belt and heavy 
gauge material. 
 
The new Farm King 2400 Round Bale Carrier was designed to be maneuverable and easy to pull. 
Specifically built to handle hilly and rough terrain the 2400 is capable of carrying twelve 4' wide 
bales or eight 6' wide bales. The single loading arm is easy to operate and gently lifts each bale 
from the ground to the carrier deck where a platform allows the bale to easily move to the left side 
of the carrier. 
 
Drawing on decades of snowblower design and manufacturing experience, Farm King introduced 
two new snowblowers. The Farm King 1200 snowblower is a 10' snowblower with a three-point 
hitch blower design for tractors with more than 200 horsepower and includes several new features 
that will be incorporated into smaller snowblower models in the future. A new line of hydraulic 
drive snowblowers are available in widths from 5'-7' and can plug into the controls of most modern 
skidloaders.

Farm King
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Chief Executive Officer’s Message

In 2012, Buhler Industries Inc. (the Company) focused its efforts on marketing the full range 
of Versatile and Farm King products including the recent acquisition of its seeding and tillage 
products as well as introducing the combine. The goal is to offer a full range of products for 
our customers, to grow the dealer network and to increase production capacity at our new 
facilities. During the year, the Company invested in production, R&D and marketing to ensure 
our new products performed as well as the current Versatile and Farm King product offerings.

While the Company achieved record profits, a strong Canadian dollar kept it from realizing even 
more profitability. The Company continues to invest in future products; however, the Canadian 
Government’s unfavourable policy on Scientific Research and Experimental Development 
(SR&ED) limits our ability to grow in Canada. The Company will continue to keep its main 
operation in Canada but will consider other opportunities to grow in the US and overseas.

The Company has not paid a dividend since 2008 and instead reinvests its profits back into 
the Company. We will continue the same strategy for next year. The Board is confident that 
Buhler’s current product offering and highly experienced team will drive significant growth 
opportunities in both North America and overseas.

Yury Ryazanov 
Chief Executive Officer and Director 
December 17, 2012

Yury Ryazanov
Chief Executive Officer and Director
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President’s Message

In our 2011 annual report we were optimistic about 2012 after seeing strong demand 
for agricultural equipment. Our projections were realized and Buhler Industries Inc. (the 
Company) achieved record sales and profits in 2012. Revenue of $361.2M and $16.4M in net 
earnings made it the best year in our Company’s history. There are number of reason we were 
able to achieve these results.

First, it was excellent year for the agricultural industry around the globe as a result of high 
demand and growing prices despite the bad crops in some areas of the US and Russia due to 
drought. We experienced high demand in Canada, Russia, Kazakhstan and Africa.

The second reason for our growth was our significant investment in the business including 
production, service and logistics. Investments made in last four years allowed us to increase 
production and provide better customer service.

The third reason for growth is our growing product offering. With several recent acquisitions 
and significant R&D spending we were able to offer more products to cover our customers’ 
demands. Currently, Versatile’s product line offers: four wheel drive and row-crop tractors, 
self-propelled sprayers, seeding and tillage, and combines. Our Farm King brand covers grain 
handling, hay tools, application equipment, tillage, loaders and landscaping products.

The final reason for our growth, but just as important, is our team. I am very proud to work in 
this company. We have a great combination of employees with 30 - 40 years of experience 
in our company and a number of newcomers. With that type of team we can listen to and 
understand our customers’ needs with the ability to react quickly.

Looking forward to 2013, we see strong demand in North America and Africa. In our overseas 
market we predict a stable but not growing market in Eastern Europe. Overall, we do not 
predict significant growth for 2013. The Company will focus on improving customer service 
and production. I am confident our dealers and farmers will continue to see improvements in 
our quality, delivery and customer service in both Versatile and Farm King products in 2013.

Dmitry Lyubimov, MBA 
President 
December 17, 2012

Dmitry Lyubimov
President 
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Management Discussion & Financial Analysis 

Ten Year Highlights

Certain statements made in the following Management’s Discussion and Analysis contain forward-looking statements including, but not limited 
to, statements concerning possible or assumed future results of operations of Buhler Industries Inc. (the Company). Forward-looking statements 
represent the Company’s intentions, plans, expectations and beliefs, and are not guarantees of future performance. Such forward-looking 
statements represent the Company’s current views based on information as at the date of this report. They involve risks, uncertainties and 
assumptions and the Company’s actual results could differ, which in some cases may be material, from those anticipated in these forward-
looking statements. Unless otherwise required by applicable securities law, the Company disclaims any intention or obligation to publicly update 
or revise this information, whether as a result of new information, future events or otherwise. The Company cautions investors not to place 
undue reliance upon forward-looking statements.

Company Overview

The Company is headquartered in Winnipeg, Manitoba, Canada. Established in 1932 as an agricultural equipment manufacturer, the original 
company was purchased by John Buhler in 1969. Through expansion, new products and acquisitions, the Company has experienced progress 
and steady growth.

Over the years, many brands have joined Buhler Industries: Farm King, Ezee-On, Allied, Inland and Versatile. Today the Company operates 
several modern manufacturing plants and distribution centers. Factories in Morden and Winnipeg (Manitoba), Vegreville (Alberta), Fargo (North 
Dakota), Salem (South Dakota) and Willmar (Minnesota) build tractors, sprayers, front-end loaders, augers, snow blowers, mowers, seeding and 
tillage equipment, compact implements and more. In addition, the Company maintains several well-stocked parts warehouses.

In 2007, Combine Factory Rostselmash Ltd, a major combine manufacturer located in Rostov-on-Don, Russia, acquired 80% of the common 
shares of the Company. The Company continues to grow with additional investment in engineering, research and development and production. 
The dealer/distribution network in North America remains steady, however the Rostselmash network adds more than 200 dealers in Russia, 
Ukraine and Kazakhstan that provides for additional sales growth into the future.

Buhler Industries remains committed to continuous product improvement and incorporating new value-added features. That tradition of 
excellence will continue well into the future.

In thousands of Canadian dollars (except per share amounts)

Year ended Sept. 30 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
GAAP GAAP GAAP GAAP GAAP GAAP GAAP GAAP IFRS IFRS

Revenue 181,162 206,130 202,319 175,067 166,189 218,955 284,072 209,634 282,728 361,234
Gross profit 41,233 37,601 37,044 33,929 28,495 43,878 51,258 37,356 43,240 55,754
GP% 22.8% 18.2% 18.3% 19.4% 17.1% 20.0% 18.0% 17.8% 15.3% 15.4%

Income from operations 25,098 21,311 20,838 17,066 11,951 27,402 32,283 18,263 22,343 32,462
As percentage of revenue 14% 10% 10% 10% 7% 13% 11% 9% 8% 9%

Net earnings 11,314 11,726 9,331 4,406 8,012 11,670 14,388 8,180 11,917 16,363
Earnings per share (EPS) 0.49 0.48 0.37 0.18 0.32 0.47 0.57 0.33 0.48 0.65
EPS without EOI 0.49 0.48 0.37 0.18 0.32 0.18 0.57 0.33 0.48 0.65

EBITDA 21,380 19,534 16,915 14,129 13,391 33,504 26,710 14,206 22,357 27,435

Total assets 178,460 167,044 186,512 184,960 161,865 178,583 193,817 197,203 241,733 250,755
Working capital 82,530 87,414 86,030 81,121 76,089 75,718 93,073 101,199 123,355 132,928

Shareholders’ Equity 70,552 91,407 97,233 97,895 98,407 110,077 124,465 132,645 144,562 160,925
Book value per share 3.07 3.76 3.90 3.92 3.94 4.40 4.98 5.31 5.78 6.44

Return on average capital 13% 12% 8% 5% 7% 12% 12% 6% 8% 10%
Return on average equity 18% 14% 10% 5% 8% 11% 12% 6% 9% 11%

In this table, IFRS refers to the International Financial Reporting Standards. GAAP refers to the Canadian Generally Accepted Accounting Principles that were the standard until 2011.
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Management Discussion & Financial Analysis

General Information
The following discussion and analysis dated December 17, 2012 was prepared by management and should be read in conjunction with the 
consolidated financial statements prepared in accordance with International Financial Reporting Standards (IFRS). The following discussion and 
analysis is presented in millions of Canadian dollars except where otherwise noted. The consolidated financial statements include the accounts 
of all subsidiaries. All subsidiaries in the United States operate with the U.S. dollar as the functional currency, while the Company and all its 
Canadian subsidiaries operate with the Canadian dollar as the functional currency.

Highlights

Sales
The Company reached record sales levels for the second consecutive year. Revenues for the year 
increased by $78.5 (27.8%) to $361.2, over the previous record of $282.7 seen in the previous 
year. The Company set sales records in each quarter of fiscal 2012. The rise in sales was due 
to strong demand for tractors in North America and overseas, as well as increased demand for 
sprayers and seeding and tillage lines introduced in recent years. 

Gross Profit
Gross profits set a record for the year, finishing at $55.8, an increase of $12.6 (29.2%) over the 
prior year’s record of $43.2. As a percentage of sales, gross profit for the quarter was 15.4%, an 
increase from the 15.3% seen in 2011. The increase in margin was due largely to the increase in 
sales levels. 

Income from Operations
Income from operations was the highest recorded by the Company, hitting $32.5, an increase of 
$10.2 (45.7%) over the prior year level of $22.3. Selling and administration expenses were $23.3, 
an increase of $2.4 from the prior year. The increase in spending is a result of the acquisitions 
made during 2011 having a full impact in 2012, as well as increased spending on commissions, 
marketing and salaries. As a percentage of sales, selling and administration expenses was 6.4%, a 
decrease of 1.0% from the prior year.

Net Earnings
Net earnings was a record $16.4, up from $11.9 in the prior year, a 37.8% increase. Sales and 
gross margin have increased dramatically from 2011, resulting in a much higher income from 
operations. The recent acquisitions of the sprayer, seeding and tillage lines have led to higher 
interest and depreciation costs. The Company has also continued to invest significant amounts into 
research and development for new products. 

EBITDA
EBITDA is the earnings before interest, income taxes, depreciation and amortization, and is 
considered to be a useful measure of the cash flow from operations of the Company. EBITDA for 
the year was $27.4, an increase of $5.1 from the same period last year. The improvement was due 
to the increase in income from operations, as a result of higher sales.

Sales (millions)

Gross Profit (millions)

Income from Operation (millions)

Net Earnings (millions)

EBITDA (millions)
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Management Discussion & Financial Analysis

Working Capital

Working capital is a measure of company's ability to discharge its current obligations by using its 
current assets. The Company continues to be in a strong position as the working capital at year 
end was $132.9, up $9.5 (7.7%) from the prior year. Accounting for most of the increase was an 
increase in cash of $29.8, inventory $4.7 and taxes receivable of $3.3. Offsetting the increase in 
working capital was a decrease in accounts receivable of $17.0 despite achieving record sales, 
an increase in accounts payable and taxes payable of $9.3 and an increase in the current portion 
long term debt of $1.9.

Working Capital (millions)

Research and Development

In keeping with the Company’s strategy to invest in the development of new products for the future, expenditures for research and development 
continued to be high. In 2012 the Company spent $8.4, compared to $7.5 in 2011. Management believes this strategy will maintain the 
Company’s competitive position in the marketplace.

2008 2009 2010 2011 2012

1st Q $ 1,203 $ 4,429 $ 1,364 $ 480 $ 2,364
2nd Q 3,223 4,586 691 437 4,150
3rd Q 4,374 1,238 4,022 4,562 6,754
4th Q 2,870 4,135 2,103 6,438 3,095
Total $ 11,670 $ 14,388 $ 8,180 $ 11,917 $ 16,363

Quarterly Net Earnings Results (000’s C$) Net Quarterly Income (millions)

Summary of Quarterly Results

Consistent with the first nine months of the year, the final quarter saw record levels of sales for the Company. Revenues in the fourth quarter of 
$86.5 generated gross profit of $10.5 and net earnings of $3.1. The increase in sales were due to the increase in demand for tractors, both in 
North America and overseas, as well as the demand for the sprayer, tillage and seeding lines introduced over the past two years. Net income 
was strong despite pressure placed on the Company by the strengthening Canadian dollar and the severe drought in the U.S.

Cash Flow and Capital Resources

Operating Activities

Cash for the year was up $29.8 from 2011, coming in at $19.3 at year end. Net earnings of 
$16.4 and a decrease in accounts receivable of $17.0 accounted for much of the cash increase. 
Offsetting the increase in cash were increases in accounts payable and accrued liabilities of $5.2 
and payments of long term debt of $5.9. Proceeds on the sale of surplus assets contributed an 
additional $1.6 in cash.

Management has diligently worked to control the investment in inventory in order to keep a strong 
cash position. During the year, the Company was able to achieve an 27.8% increase in sales 
without a significant increase in inventory levels and as a result increased its inventory turns to 2.4 
in 2012 up from 1.9 in the prior year.

Net Cash Flow (millions C$)

Inventory Turns
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Investing Activities
Cash used during the year for investing activities was $0.9. Cash utilized in investing activities 
in the prior year was $20.2, most of which funded the seeding and tillage acquisition. Capital 
purchases of $2.5 were offset by the proceeds on the sale of excess land and building of $1.6.

Asset Purchases (millions)

Financing Activities
The Company had an outflow of cash during the year of $5.9 for repayment of long term debt offset by a $0.5 decrease in long term receivables, 
for a net outflow of $5.4. This compares to 2011 where the Company increase long term debt by $17.1 and reduced long term receivables by 
$4.0 offset by a repayment of long term debt of $1.6.

Resources
In order for the Company to operate and grow, continued funding resources are required. The Company has several options for funding available 
to it, such as cash in the bank, cash provided by operations and acquiring new debt. Under the current bank agreements in place, the Company 
has access to a $67.5 credit facilities.

Risks and Financial Instruments
The Company recognizes that net earnings are exposed to changes in market interest rates, foreign exchange rates, prices of raw materials and 
risks regarding the financial condition of customers. These market conditions are regularly monitored and actions are taken when appropriate. 
Despite the methods employed to manage these risks, future fluctuations in interest rates, exchange rates, raw material costs and customers 
condition can be expected to impact net earnings.

The Company may enter into fixed-rate debt to minimize the risk associated with interest rate fluctuations. In addition, the Company may employ 
hedging programs to minimize foreign exchange risks associated with the changes in the value of the Canadian dollar relative to the U.S. dollar. 
To the extent possible, the Company maximizes natural currency hedging by matching inflows from sales in either currency with outflows of costs 
and expenses denominated in the same currency. A portion of the remaining exposure to fluctuations in exchange rates may be mitigated with 
forward and option contracts.

The Company currently has a variable interest bank credit facility, a low interest loan from the State of South Dakota, two loans from the State 
of North Dakota (one of which is zero interest, the other at low interest), loans from the Bank of Montreal, the Canadian Imperial Bank of 
Commerce, Heloval Holdings Ltd., US Bank and the Southwest Initiative Foundation. Should future cash requirements result in additional debt 
be taken on, management would evaluate the financing options available at that time and take a course of action that is in the best interests of 
the Company in the long term. Currently, all of the financing needs of the Company are being met by the bank credit facility, which carries a low 
rate of variable interest.

With respect to foreign exchange, the Company manages risk by use of the natural hedge that exists between the U.S. dollar denominated 
accounts receivables and accounts payable. Where a large difference in this hedge is anticipated, forward foreign exchange contracts may be 
entered into to mitigate the risk. Purchases of foreign exchange products for the purpose of speculation are not permitted. Transactions are only 
conducted with certain approved financial institutions. Fluctuations in foreign exchange rates represent a material exposure for the Company’s 
financial results. Hedging programs employed may mitigate a portion of exposures to short-term fluctuations in foreign currency exchange rates. 
The Company’s financial results over the long term will be affected by sizeable changes in the value of the Canadian dollar relative to the U.S. 
dollar. 

Credit risk arises from cash held with banks and credit exposure to customers, including outstanding accounts receivable. The Company 
assesses the credit quality of customers, taking into account their financial position, past experience and other factors. Management regularly 
monitors customer credit limits, performs credit reviews and, in certain cases, insures accounts receivable balances against credit losses. 
Nonetheless, unexpected deterioration in the financial condition of a customer can have a negative impact on net earnings in the case of 
default.
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Accounting Policy Changes

In February 2008, the Canadian Accounting Standards Board confirmed that Publicly Accountable Enterprises were required to adopt 
International Financial Reporting Standards (IFRS) for interim and annual financial statements relating to fiscal years beginning on or after 
January 1, 2011. As described more fully in Note 6 to the consolidated financial statements, the Company adopted this change in these 
statements. These statements present the fiscal 2012 financial information using IFRS, as well as the fiscal 2011 and the October 1, 2010 
opening balances for comparison purposes.

The initial adoption of IFRS under the provisions of IFRS 1, First-Time Adoption of IFRS has resulted in changes to the presentation of income 
taxes, deferred income taxes, intangible assets, gains/losses on foreign exchange, amortization and interest income. The Company utilized 
the exemptions available to not revalue previous business combinations, property, plant and equipment or intangibles. Despite the change in 
accounting principles, there was no impact on previously reported retained earnings.

The consolidated financial statements for year ended September 30, 2012 have been prepared in accordance with IFRS applicable to the 
preparation of interim financial statements, including IAS 34 and IFRS 1. The Company has consistently applied the same accounting policies in 
its opening IFRS balance sheet at October 1, 2010 and throughout all periods presented, as if these policies had always been in effect.

Note 6 details the impact of the transition to IFRS on the Company’s reported balance sheet, statements of income and comprehensive income, 
including the nature and effect of significant changes in accounting policies from those used in the Company’s Canadian GAAP consolidated 
financial statements for the year ended September 30, 2011. The following highlights the impacts of the more significant changes in accounting 
policies:

First-Time Adoption of International Financial Reporting Standards – IFRS 1, First-Time Adoption of International Financial Reporting Standards, 
provides guidance for an entity’s initial adoption of IFRS and generally requires the retrospective application of all IFRS effective at the end of its 
first IFRS reporting period. IFRS 1 however does include certain mandatory exceptions and allows certain limited optional exemptions from this 
general requirement of retrospective application. The exemptions and exceptions most relevant to the Company under IFRS 1 on the opening 
transition date of October 1, 2010 are as follows:

i. Business combinations – An exemption is available within IFRS 1 that allows a Company to carry forward its previous Canadian GAAP 
accounting for business combinations prior to the transition date. The Company has elected to apply this exemption and as a result, acquisitions 
prior to October 1, 2010 have not been restated to comply with IFRS 3 “Business Combinations”.

ii. Fair value as deemed cost – This exemption allows a Company to revalue property, plant and equipment at fair value at its transition date and 
use this fair value as the deemed cost. The Company did not apply this exemption.

iii. Estimates – IFRS 1 prescribes a mandatory exemption from full retrospective application of IFRS as it relates to the use of estimates. It 
requires that a company’s estimates in accordance with IFRS at the date of transition to IFRS must be consistent with estimates made for the 
same date in accordance with previous Canadian GAAP (after adjustments to reflect any difference in accounting policies), unless there is 
objective evidence that those estimates were in error. The Company did not use hindsight in its estimates upon transition to IFRS, nor did it find 
any evidence that any of its previously made estimates were in error.

Provisions – Under IAS 37, Provisions, Contingent Liabilities and Contingent Assets, the threshold for recording provisions is considerably lower 
than under Canadian GAAP as the probability for recording a provision for a cash outflow has to be only more likely than not under IFRS. Under 
Canadian GAAP, the probability of a future outflow has to be viewed as likely before a liability is recorded, which is a much higher probability than 
under IFRS. As a result, provisions are inclined to be recorded more often and/or sooner under IFRS than under Canadian GAAP. Despite this 
lower standard for recognition, no changes were required for the transition date.
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Impairment of Assets – Upon transition to IFRS, all of the Company’s property, plant and equipment and intangible assets, including goodwill, 
were reviewed to determine whether there were any indications of impairment. When these indications were present, the asset’s recoverable 
amount was estimated. IAS 36, Impairment of Assets, uses a one-step approach for both testing for and measurement of impairment, with asset 
carrying values compared directly with the higher of fair value less costs to sell and value in use, which is based on discounted future cash flows. 
Canadian GAAP, on the other hand, generally used a two-step approach to impairment testing of long-lived assets and finite-life intangible assets 
by first comparing asset carrying values with undiscounted future cash flows to determine whether impairment existed. If it was determined that 
there was impairment under this basis, the impairment was then calculated by comparing asset carrying values with fair values in much the 
same manner as computed under IFRS. Additionally under IFRS, testing for impairment occurs at the level of cash generating units, which is the 
lowest level of assets that generate largely independent cash inflows. This lower level of grouping compared to Canadian GAAP along with the 
one-step approach to testing for impairment may increase the likelihood that the Company will realize an impairment of assets under IFRS in the 
future. It should also be noted that under IAS 36, previous impairment losses, with the exception of goodwill, can be reversed when there are 
indications that circumstances have changed whereas Canadian GAAP prohibited reversal of non-financial asset impairment losses. As of the 
transition date of October 1, 2010, the Company determined that no assets were impaired.

Income Taxes – Under Canadian GAAP, when the functional currency for accounting purposes differed from the functional currency for taxation 
purposes, deferred taxes were first calculated in the currency in which income taxes were paid and then translated to the functional currency for 
accounting purposes at the period end exchange rate. Under IFRS, IAS 12, Income Taxes, deferred taxes are calculated based on the functional 
currency for accounting purposes, regardless of the functional currency used for taxation purposes. There was no impact on 2011 net income in 
regard to this change.

Looking Forward

The Company just finished 2012 with record sales and profit. The outlook for 2013 remains cautiously optimistic. While sales may be impacted 
in the first half of the year due to the drought in the U.S. and Russia, sales for the year are expected to be in line or greater than 2012. Domestic 
sales is expected to increase while a reduction in overseas sales is forecast due to higher levels of inventory at our overseas customers. Higher 
commodity prices will continue to drive farm incomes and as a result additional investments in new agricultural equipment.

Sales of tractors, sprayers, seeding and tillage are expected to be stronger for 2013. The introduction of the new Versatile combine first 
introduced in 2012 is expected to grow into 2013 and the Company has also recently introduced a new drill and air cart as well as a grain cart 
which will yield higher sales for 2013.

Research and development expenditures are expected to increase in 2013 as the company continues to invest in new products and 
technologies.

Critical Accounting Estimates

The Company believes the following accounting estimates are critical to determining and understanding the operating results and the financial 
position of the Company.

Allowance for doubtful accounts. The Company estimates allowances for potential losses resulting from the inability of customers to make 
required payments of accounts receivable. Additional allowances may be required if the financial condition of any customer deteriorates.

Allowance for inventory obsolescence. The Company estimates allowances for potential losses resulting from inventory becoming obsolete and 
that cannot be processed and/or sold to customers. Additional allowances may be required if the physical condition of inventory deteriorates or 
customer requirements change.

Income taxes. The future income tax assets and liabilities are measured using the income tax rates that are expected to apply upon realization 
or settlement. They are also determined on the basis of management’s best estimate of the period over which they will be realized or settled. 
Future income tax assets are realized to the extent that the realization of benefits is considered more likely than not. In the event that the actual 
outcome differs from management’s assumptions and estimates, the carrying amounts may be adjusted. Management believes that estimates 
employed are reasonable and reflect the probable outcome of known tax contingencies.
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Critical Accounting Estimates - continued

Impairment of long-lived assets. On an ongoing basis, the Company estimates the useful life of long-lived assets such as property, plant, 
equipment and intangible assets. The net carrying value of these assets is determined by providing depreciation and amortization based on 
the estimated useful life of each asset. The Company periodically reviews these assets for impairment whenever certain events or changes in 
circumstances indicate that the net carrying value may not be recoverable, based upon future net cash flows directly associated with the use 
and possible disposal of the asset. The amount of impairment, if any, is measured by deducting the fair value of the asset from its net carrying 
value and charged to depreciation or amortization expense. Goodwill is reviewed annually for possible impairment. Assumptions and projections 
used in the determination of possible impairment losses, such as future cash flows, may affect the carrying value of goodwill and require an 
impairment expense.

Contingencies and litigation. Should a lawsuit or claim be brought against the Company, management would assesses the potential financial 
exposure of the Company. In assessing any probable losses, the amount of possible insurance recoveries will be projected. The Company 
accrues such liabilities when a loss becomes probable and the net amount of the loss can reasonably be estimated. Due to the inherent 
uncertainties relating to the eventual outcome of litigation and potential insurance recovery, certain matters could ultimately be resolved for 
amounts materially different to provisions or disclosures previously made by the Company.

Warranty obligation. The Company has accrued amounts that are expected to be potential future warranty claims. These amounts are based on 
management’s best estimates based on the Company’s sales and history of past warranty claims. Due to the inherent uncertainty associated 
with these estimates, the actual amount of future claims could be different than the amount accrued. Management believes that the amounts 
accrued are reasonable.

Disclosure Controls and Internal Controls

Disclosure Controls

Management is responsible for establishing and maintaining disclosure controls and procedures in order to provide reasonable assurance 
that material information relating to the Company is made known to them in a timely manner and that information required to be disclosed is 
reported within time periods prescribed by applicable securities legislation. There are inherent limitations to the effectiveness of any system of 
disclosure controls and procedures, including the possibility of human error and the circumvention or overriding of the controls and procedures. 
Accordingly, even effective disclosure controls and procedures can only provide reasonable assurance of achieving their control objectives. 
Based on management’s evaluation of the design and effectiveness of the Company’s disclosure controls and procedures, the Company’s Chief 
Executive Officer and Chief Financial Officer have concluded that these controls and procedures are designed and operating effectively as of 
September 30, 2012 to provide reasonable assurance that the information being disclosed is recorded, summarized and reported as required.

Internal Controls Over Financial Reporting

Management is responsible for establishing and maintaining adequate internal controls over financial reporting to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with IFRS. 
Internal control systems, no matter how well designed, have inherent limitations and therefore can only provide reasonable assurance as to 
the effectiveness of internal controls over financial reporting, including the possibility of human error and the circumvention or overriding of 
the controls and procedures. Based on management’s design and testing of the effectiveness of the Company’s internal controls over financial 
reporting, the Company’s Chief Executive Officer and Chief Financial Officer have concluded that these controls and procedures are designed 
and operating effectively as of September 30, 2012 to provide reasonable assurance that the financial information being reported is materially 
accurate. During the year ended September 30, 2012, there have been no changes in the design of the Company’s internal controls over 
financial reporting that have materially affected, or are reasonably likely to materially affect, its internal controls over financial reporting.



15

Management’s Responsibility for the Financial Statements

Independent Auditors’ Report

The consolidated financial statements of Buhler Industries Inc. were 
prepared by management in accordance with International Financial 
Reporting Standards applied on a consistent basis. The significant 
accounting policies, which management believes are appropriate for 
the Company, are described in Note 3 to the financial statements. 
The financial information contained elsewhere in this Annual Report 
is consistent with that in the financial statements.

Management is responsible for the integrity and objectivity of the 
financial statements. Estimates are necessary in the preparation 
of these statements and, based on careful judgments, have been 
properly reflected. Management has established systems of internal 
control, which are designed to provide reasonable assurance that 
assets are safeguarded from loss or unauthorized use and to 
produce reliable accounting records for the preparation of financial 
information.

The Board of Directors is responsible for ensuring that management 
fulfills its responsibilities for financial reporting and internal control. 
The Audit Committee of the Board is responsible for reviewing the 
annual consolidated financial statements and reporting to the 
Board, making recommendations with respect to the appointment 
and remuneration of the Company’s Auditors and reviewing the 
scope of the audit.

Management recognizes its responsibility for conducting the 
Company’s affairs in compliance with established financial 
standards and applicable laws and maintains proper standards of 
conduct for its activities.

Yury Ryazanov   Willy Janzen, C.G.A., B.Comm. 
Chief Executive Officer  Chief Financial Officer 
December 17, 2012  December 17, 2012

To The Shareholders of Buhler Industries Inc.:

We have audited the accompanying consolidated financial 
statements of Buhler Industries Inc. and its subsidiaries which 
comprise the consolidated balance sheet as at September 
30, 2012, September 30, 2011 and October 1, 2010, and the 
consolidated statements of comprehensive income, statements 
of changes in shareholders’ equity and statements of cash flows 
for the years ended September 30, 2012 and September 30, 
2011, and a summary of significant accounting policies and other 
explanatory information.

Management’s Responsibility for the Consolidated Statements 
Management is responsible for the preparation and fair 
presentation of these financial statements in accordance with 
International Financial Reporting 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.

Auditors’ 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 auditors’ 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. An audit 
also includes evaluating the appropriateness of accounting policies 
used and the reasonableness of accounting estimates made by 
management, as well as evaluating the overall presentation of the 
consolidated 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 consolidated financial statements present fairly, 
in all material respects, the financial position of Buhler Industries 
Inc. and its subsidiaries as at September 30, 2012, September 
30, 2011 and October 1, 2010 and their financial performance 
and their cash flows for the years ended September 30, 2012 and 
September 30, 2011 in accordance with International Financial 
Reporting Standards.

Winnipeg, Manitoba 
December 17, 2012 
 Chartered Accountants
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Consolidated Balance Sheet

As at September 30 September 30 October 1
(000's C$) 2012 2011 2010
Assets

 Current Assets       
  Cash (note 7) $ 19,293 $ - $ -
  Accounts receivable 54,388 71,339 55,372
  Income tax receivable 4,615 1,327 1,856
  Inventories (note 9) 131,703 126,998 102,573
  Prepaid expenses 1,553 1,756 2,201
 Total Current Assets 211,552 201,420 162,002

  Property, plant, equipment and intangibles (note 10) 24,387 27,064 21,551
  Intangible assets (note 11) 279 373 426
  Long term receivables (note 12) 2,665 3,204 7,187
  Deferred income tax assets (note 8) 11,723 9,526 7,905
  Interests in other entities (note 8) 149 146 152
 Total Assets $ 250,755 $ 241,733 $ 199,223

Liabilities and Shareholders’ Equity

 Current Liabilities
  Bank indebtedness (note 7) $ - $ 10,515 $ 4,772
  Account payable and accrued liabilities 62,502  57,293  45,764
  Income taxes payable 11,870 7,797 8,779
  Current portion of deferred gains - 4 955
  Current portion of deferred revenue 5 134 206
  Current portion of long term debt (note 10) 4,247 2,322 331
 Total Current Liabilities 78,624 78,065 60,807

  Advances from related party (note 14) 3,570 3,570 3,570
  Deferred revenue - 44 179
  Deferred income tax liabilities (note 8) 137 119 164
  Long term debt (note 13) 7,499 15,373 1,858
 Total Liabilities 89,830 97,171 66,578

Shareholders’ Equity

  Share capital (note 15) 30,000 30,000 30,000
  Retained earnings 130,925 114,562 102,645
 Total Shareholders’ Equity 160,925 144,562 132,645

Total Liabilities and Equity $ 250,755 $ 241,733 $ 199,223

Contingency (note 21)

Approved on behalf of the Board:

Director: 
Yury Ryazanov 
Chief Executive Officer   
December 17, 2012

Director: 
Dmitry Udras
Chairman of the Board
December 17, 2012
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Consolidated Statement of Comprehensive Income 

For the years ended September 30 (000’s C$) 2012 2011

Revenue (note 14) $ 361,234 $ 282,728
 Cost of goods sold 305,480 239,488
Gross Profit 55,754 15.4% 43,240 15.3%

 Selling & administration expenses 23,292 6.4% 20,897 7.4%

Income from Operations 32,462 9.0% 22,343 7.9%

 Gain on disposal of assets (1,213) (1,184)
 Interest income (553) (557)
 Interest expense 3,507 3,004
 Loss (gain) on foreign exchange 2,705 (1,940)
 Research and development costs 8,375 7,480

Net Earnings before Taxes 19,641 5.4% 15,540 5.5%

 Current income taxes (note 8) 5,547 5,289
 Deferred income taxes recovered (note 8) (2,269) (1,666)

 Total income taxes 3,278 3,623

Net Income and Comprehensive Income $ 16,363 4.5% $ 11,917 4.2%

Consolidated Statement of Change in Shareholders’ Equity

For the years ended September 30 (000's C$ except per share amounts) 2012 2011

Capital Stock, beginning and end of year $ 30,000 $ 30,000

Retained Earnings, beginning of year 114,562 102,645
 Net income and comprehensive income for the year 16,363 11,917

Retained Earnings, end of year 130,925 114,562

Shareholders’ Equity, end of year $ 160,925 $ 144,562

Earnings per share
 Basic $ 0.65 $ 0.48
 Fully diluted $ 0.65 $ 0.48



18

Consolidated Statement of Cash Flows

For the years ended September 30 (000's C$) 2012 2011

Cash provided by (used in) operating activities
 Net income and consolidated income $ 16,363 $ 11,917
 Add (deduct) non-cash items
  Depreciation of property, plant and equipment 4,746 4,317
  Amortization 94 53
  Gain on disposal of assets (1,213) (1,184)
  Loss (gain) on foreign exchange 2,705 (1,940)
  Deferred revenue (173) (207)
  Deferred income taxes recovered (2,269) (1,666)
  Equity earnings of investment 3 (6)

20,256 11,284

Net change in non-cash working capital balances
 Accounts receivable $ 16,951 $ (10,614)
 Inventories (4,705) (18,872)
 Prepaid expenses 203 471
 Accounts payable, accrued liabilities and taxes payable 5,209 11,222
 Income taxes payable 785 (453)
 Foreign exchange gain (loss) on the above items (3,332) 1,425

15,111 (16,821)

35,367 (5,537)
Investing activities
 Purchase of property, plant and equipment (2,444) (5,784)
 Proceeds on sale of property, plant and equipment 1,588 65
 Acquisition of business (note 19) - (14,500)

(856) (20,219)
Financing activities
 Decrease in long term receivable 539 3,983
 Increase in long term debt - 17,068
 Repayment of long term debt (5,949) (1,550)
 Repayment of obligations under capital lease - (3)

(5,410) 19,498

Foreign exchange gain on cash (bank indebtedness) 717 515

Net cash (used) provided in the year 29,808 (5,743)
Bank indebtedness, beginning of year (10,515) (4,772)
Cash (bank indebtedness), end of year $ 19,293 $ (10,515)
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Notes to Consolidated Financial Statements

1. Basis of Operations

Buhler Industries Inc. (the Company) was incorporated under the laws of Canada 
on February 1, 1994. On March 24, 1994 the Company was listed and posted for 
trading on the TSX under the stock exchange symbol “BUI”. The address of the 
registered office is 1260 Clarence Avenue, Winnipeg, Manitoba.

The Company, through its subsidiaries and a joint venture, has manufacturing 
and warehousing facilities in Canada and the United States of America (U.S.). The 
Company produces farm equipment for sale in Canada, U.S. and overseas.

2. Basis of Presentation

The Company prepares its consolidated financial statements in accordance with 
Canadian generally accepted accounting principles as set out in Part 1 of the 
Handbook of the Canadian Institute of Chartered Accountants (CICA). In 2010, 
the CICA Handbook was revised to incorporate International Financial Reporting 
Standards (IFRS), and require publicly accountable enterprises to apply such 
standards for years beginning on or after January 1, 2011. In these financial 
statements, the term “Canadian GAAP” refers to Canadian GAAP before the adoption 
of IFRS.

These consolidated financial statements were the first prepared in accordance with 
IFRS. Accordingly, IFRS 1 has been applied. Subject to certain transition elections 
disclosed in Note 6, the Company has consistently applied the same accounting 
policies in its opening IFRS balance sheet at October 1, 2010 and throughout 
all periods presented, as if these policies had always been in effect. Note 6 
discloses the impact of the transition to IFRS on the Company’s reported balance 
sheet, statements of comprehensive income and cash flows, including the nature 
and effect of significant changes in accounting policies from those used in the 
Company’s Canadian GAAP consolidated financial statements for the year ended 
September 30, 2011.

The Company’s functional currency is the Canadian dollar. The Canadian dollar is the 
reporting currency as much of the Company’s business, as well as the majority of the 
Company’s financing, is conducted in Canadian dollars.

The consolidated financial statements have been prepared under the historical-cost 
convention, except that certain financial instruments are stated at their fair value. 
The consolidated financial statements were approved by the Board of Directors on 
December 17, 2012.

3. Significant Accounting Policies

(a)  Basis of consolidation 
The consolidated financial statements include the accounts of the Company and 
its active wholly-owned subsidiaries, Buhler Versatile Inc., Buhler Trading Inc., 
Buhler Ezee-On Inc., B.I.I. Fargo, Inc., Buhler Versatile (USA) Inc., Implement Sales 
Co. Inc., Haskett Properties Inc., ISCO Inc., Progressive Manufacturing Ltd., John 
Buhler Inc., Ezee-On (USA) Ltd., Amarillo Service and Supply Inc., Buhler Finance 
Inc. and McDermott Parkade Inc., as well as the Company’s proportionate share 
of Bradley Steel Processors Inc., a joint venture in which the Company has a 50% 
interest. Subsidiaries are entities controlled by the Company. Control exists when 
the Company has the power to govern the financial and operating policies so as to 
obtain benefits from its activities. The Company holds 100% of the voting rights of 
the subsidiaries, and therefore controls these entities. The financial statements of all 
subsidiaries are prepared as of the same reporting date using consistent accounting 
policies. All inter-company balances and transactions, including any unrealized 
profits arising from inter-company transactions have been eliminated.

(b) Business combinations
Business combinations are accounted for using the acquisition method of 
accounting. The consideration transferred for the acquisition of a subsidiary is the 
fair values of the assets transferred, the liabilities incurred by the former owners 
of the acquiree and the equity interests issued by the Company. The consideration 
transferred includes the fair value of any asset or liability resulting from a contingent 
consideration arrangement. Acquisition costs incurred are expensed and included in 
general and administrative expenses. Any contingent consideration to be transferred 
by the acquirer will be recognized at fair value at the acquisition date. Subsequent 
changes to the fair value of the contingent consideration which is deemed to be an 
asset or liability will be recognized in accordance with IAS 39 either in the statement 
of income or as a change to other comprehensive income. Contingent consideration 
that is classified as equity is not re-measured, and its subsequent settlement is 
accounted for within equity.

3. Significant Accounting Policies - continued

Identifiable assets acquired and liabilities and contingent liabilities assumed in a 
business combination are measured initially at their fair values at the acquisition 
date, irrespective of the extent of any non-controlling interest. Goodwill is initially 
measured as the excess of the aggregate of the consideration transferred over the 
net identifiable assets acquired and liabilities assumed. If this consideration is less 
than the fair value of the net assets of the subsidiary acquired, the difference is 
recognized directly in the statement of income.

(c) Foreign currency translation 
The functional currency for each of Company’s subsidiaries is the currency of the 
primary economic environment in which the entity operates. Transactions in foreign 
currencies are translated to the respective functional currencies of each entity 
within the consolidated group using the exchange rates in effect at the date of the 
transactions. Monetary assets and liabilities denominated in foreign currencies 
at the reporting date are translated to the functional currency at the exchange 
rates prevailing at the end of the reporting period. Nonmonetary items measured 
at historical cost in a foreign currency are translated to the functional currency 
using the exchange rate prevalent at the date of acquisition. Nonmonetary items 
denominated in foreign currencies that are measured at fair value are translated to 
the functional currency at the exchange rate prevalent at the date that the fair value 
was determined. Foreign currency differences arising from translation are recognized 
in net income, except for exchange differences arising on the translation of financial 
instruments qualifying as a cash flow hedge, which are recognized directly in other 
comprehensive income (“OCI”).

(d) Revenue recognition
Revenue is measured at the fair value of the consideration received or receivable, 
net of estimated returns, rebates and discounts, and after the elimination of 
intercompany sales. Revenue is recognized when the risks and rewards of ownership 
have transferred to the customer. No revenue is recognized if there are significant 
uncertainties regarding recovery of the consideration due, the costs incurred or 
to be incurred cannot be measured reliably, or there is continuing management 
involvement with the goods. Interest income is recognized as earned. Management 
uses historical experience to estimate and provide for discounts and returns. Volume 
rebates are assessed based on annual purchases.

(e) Inventories
Inventories are stated at the lower of cost and net realizable value. The cost of 
inventories is based on the first-in first-out principle and includes expenditures 
incurred in acquiring the inventories and bringing them to their existing location and 
condition. In the case of manufactured inventories, cost includes an appropriate 
share of variable and fixed overheads based on normal operating capacity. Any 
excess, unallocated, fixed overhead costs are expensed as incurred. Net realizable 
value is the estimated selling price in the ordinary course of business, less the 
estimated costs of completion and selling expenses.

Inventories are written down to net realizable value if net realizable value declines 
below carrying amount. When circumstances that previously caused inventories 
to be written down below cost no longer exist or when there is clear evidence of 
an increase in selling price, the amount of the write-down previously recorded is 
reversed.

(f) Property, plant, equipment and intangibles 
Property and equipment are stated at cost less accumulated depreciation and any 
impairment losses. Cost includes any directly attributable costs, borrowing costs 
on qualifying construction projects, and the costs of dismantling and removing the 
items and restoring the site on which they are located. When major components of 
an item of property and equipment have different useful lives, they are accounted 
for as separate items. Depreciation is calculated using the straight-line method to 
allocate the cost of assets less their residual values over their estimated useful lives 
as follows:

Buildings 4 to 5% Straight line
Equipment 20 to 100% Declining balance
Computer equipment 30 to 100% Declining balance
 
Depreciation methods, useful lives and residual values are reviewed at each 
reporting date. Assets under construction and land are not depreciated.
Leases of property, plant and equipment on terms that transfer substantially all of 
the benefits and costs of ownership are accounted for as finance leases. All other 
leases of property, plant and equipment are accounted for as operating leases.

(g) Intangible assets 
Intangible assets are stated at cost less accumulated amortization.

Amortization is computed using the straight-line method over the estimated useful 
lives of the assets, as follows:

Customer lists and patents 5 year Straight line
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Notes to Consolidated Financial Statements

3. Significant Accounting Policies - continued 

(h) Income taxes 
Income tax expense comprises current and deferred tax. Income tax expense is 
recognized in the statement of income except to the extent that it relates to items 
recorded directly to equity, in which case it is recognized directly in equity.

Current income tax expense is the expected income tax payable on the taxable 
income for the period, using income tax rates enacted or substantively enacted 
in the jurisdictions the Company is required to pay income tax at the reporting 
date, and any income adjustments to income taxes payable in respect of previous 
periods. Current income tax expense is adjusted by changes in deferred tax assets 
and liabilities attributable to temporary differences between the tax bases of assets 
and liabilities and their carrying amounts in the financial statements, and by the 
availability of unused income tax losses.

Deferred tax expense is recognized using the balance sheet method in which 
temporary differences are calculated based on the carrying amounts of assets and 
liabilities for financial reporting purposes and the tax bases of assets and liabilities 
for income taxation purposes. Deferred tax is not recognized for the following 
temporary timing differences: the initial recognition for both goodwill and assets 
and liabilities in a transaction that is not a business combination and that affects 
neither accounting nor taxable income; and differences relating to investments 
in subsidiaries to the extent that it is probable that they will not reverse in the 
foreseeable future. Deferred tax is measured at the income tax rates that are 
expected to be applied when the temporary difference reverses, that is, when the 
asset is realized or the liability is settled, based on the income tax laws that have 
been enacted or substantively enacted at the reporting date.

Deferred tax assets are recognized only to the extent that it is probable that future 
taxable income will be available against which the assets can be utilized. Deferred 
tax assets are reviewed at each reporting date and are reduced to the extent that it 
is no longer probable that the related income tax benefit will be realized.

Current tax assets and liabilities are offset when the Company and its subsidiaries 
have a legally enforceable right to offset the amounts and intend to either settle on a 
net basis, or to realize the asset and settle the liability simultaneously. Deferred tax 
assets and liabilities are offset when there is a legally enforceable right to offset and 
when the deferred tax balances relate to the same income tax authority.

(i) Research and development expenses
Research and development expenses are expensed in the period in which the costs 
are incurred.

(j) Interest in other entities
The Company accounts for its interest in other entities where significant influence 
is exercised using the equity method of accounting whereby original costs are 
increased by the Company’s proportionate share of earnings, net of losses, since 
dates of acquisition and are decreased by dividends received.

(k) Cash/bank indebtedness
Cash/bank indebtedness includes cash on hand, bank overdrafts and bankers 
acceptances. Bank overdrafts are repayable on demand. Bank overdrafts and 
bankers acceptances form an integral part of the Company’s cash management 
and are included as a component of cash/bank indebtedness for the purpose of the 
statement of cash flows.

(l) Financial instruments
Under IFRS, financial instruments are classified into one of the following five 
categories: fair value through profit or loss (FVTPL), held to maturity investments, 
loans and receivables, available-for-sale financial assets, or other financial liabilities. 
All financial instruments, including derivatives, are included on the consolidated 
balance sheet, which are measured at fair value except for loans and receivables, 
held-to-maturity investments and other financial liabilities, which are measured at 
amortized cost.

The Company’s financial instruments are classified as follows: a) cash and cash 
equivalents (bank indebtedness) - loans and receivables, b) accounts and other 
receivables - loans and receivables c) accounts payable and accrued liabilities - 
other financial liabilities and d) interests in other entities - fair value through profit 
and loss. All financial instruments are included in the consolidated balance sheet 
and are measured at fair value except loans and receivables and other financial 
liabilities, which are measured at amortized cost.

All changes in fair value are recorded to the statement of comprehensive income 
unless cash flow hedge accounting is used, in which case changes in fair value are 
recorded in other comprehensive income.

The Company’s policy is not to utilize derivative financial instruments for trading 
or speculative purposes. The Company may utilize derivative instruments in the 
management of its foreign currency and interest rate exposures.

3. Significant Accounting Policies - continued 

FVTPL financial investments are subsequently measured at fair value and all gains 
and losses are included in net income in the period in which they arise. Available-for-
sale financial instruments are subsequently measured at fair value with revaluation 
gains and losses included in other comprehensive income until the instrument is 
derecognized or impaired.

(m) Comprehensive Income
Comprehensive income includes all changes in equity of the Company, except those 
resulting from investments by shareholders and dividends paid. Comprehensive 
income is the total of net income and other comprehensive income. Other 
comprehensive income comprises revenues, expenses, gains and losses that require 
recognition, but are excluded from net income. The Company does not have any 
items giving rise to other comprehensive income, nor is there any accumulated 
balance of other comprehensive income. All gains and losses, including those arising 
from measurement of all financial instruments have been recognized in net income 
for the year.

(n) Impairment
Impairment of non-financial assets
Tangible assets and definite life intangible assets are reviewed at each balance 
sheet date to determine whether events or conditions indicate that their carrying 
amount may not be recoverable. If any such indication exists, the recoverable 
amount of the asset, which is the higher of its fair value less costs to sell and its 
value in use, is estimated in order to determine the extent of the impairment loss. 
Where the asset does not generate cash flows that are independent from other 
assets, the Company estimates the recoverable amount of the cash-generating 
unit (CGU) to which the asset belongs. For tangible and intangible assets excluding 
goodwill, the CGU is the smallest group of assets that generates cash inflows from 
continuing use that are largely independent of the cash inflows of other assets or 
groups of assets.

Impairment of financial assets
Financial assets are assessed at each reporting date to determine whether there 
is any objective evidence that they are impaired. A financial asset is considered 
to be impaired if objective evidence indicates that one or more events have had a 
negative effect on the estimated future cash flows of that asset. An impairment loss 
is calculated as the difference between its carrying amount, and the present value of 
the estimated future cash flows discounted at their original effective interest rate. All 
impairment losses are recognized in the consolidated statement of comprehensive 
income. An impairment loss is reversed if the reversal can be related objectively to 
an event occurring after the impairment loss was recognized.

4. Critical Accounting Estimates and Judgments

The Company makes estimates and assumptions concerning the future. The 
resulting accounting estimates may, by definition, not equal the actual results. The 
estimates and assumptions that are critical to the determination of carrying value of 
assets and liabilities are addressed below.

(a) Allowance for doubtful accounts:
The Company estimates allowances for potential losses resulting from the inability 
of customers to make required payments of trade receivables. Additional allowances 
may be required if the financial condition of any customer deteriorates.

(b) Allowance for inventory obsolescence:
The Company estimates allowances for potential losses resulting from inventory 
becoming obsolete and that cannot be processed and/or sold to customers. 
Additional allowances may be required if the physical condition of inventory 
deteriorates or customer requirements change.

(c) Impairment of property, plant and equipment and intangible assets:
An integral component of impairment testing is determining the asset’s recoverable 
amount. The determination of the recoverable amount involves significant 
management judgment, including projections of future cash flows and the 
appropriate discount rates. The cash flows are derived from financial forecasts and 
do not include restructuring activities that the Company is not yet committed to or 
significant future investments that will enhance the asset’s performance. Qualitative 
factors, including market presence and trends, strength of customer relationships, 
strength of local management, strength of debt and capital markets, and degree 
of variability in cash flows, as well as other factors, are considered when making 
assumptions with regard to future cash flows and the appropriate discount rate. The 
recoverable amount is most sensitive to the discount rate used for the discounted 
cash flow model as well as the expected future cash inflows and the growth rate 
used for extrapolation purposes. A change in any of the significant assumptions or 
estimates could result in a material change in the recoverable amount.

No impairment losses were recognized in the fiscal years 2012 or 2011.
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Notes to Consolidated Financial Statements

4. Critical Accounting Estimates and Judgments - continued

(d) Income taxes
Estimation of income taxes includes evaluating the recoverability of deferred tax 
assets based on an assessment of the Company’s ability to utilize the underlying 
future tax deductions against future taxable income before they expire. The 
Company’s assessment is based upon existing tax laws and estimates of future 
taxable income. If the assessment of the Company’s ability to utilize the underlying 
future tax deductions changes, the Company would be required to recognize more or 
fewer of the tax deductions as assets, which would decrease or increase the income 
tax expense in the period in which this is determined.

The Company makes claims for Scientific Research and Experimental Development 
(SRED) expenditures which are included in deferred taxes. Judgment is required 
in the determination of qualifying expenses. The final determination of qualifying 
expenses is not known until acceptance by tax authorities. The Company's SRED 
credits are recorded on the balance sheet after review of the relevant accounting 
pronouncements. These pronouncements require the Company to estimate the 
ultimate collection of these credits. Actual collection may be materially different than 
what is recorded in the financial statements. The Company is currently challenging 
the Canada Revenue Agency (CRA) in court in regards to certain of its SRED credits 
and believes that it will be successful in defending its SRED claim.

In addition, the Company is challenging CRA in court in regards to a prior year ruling 
made by CRA in regards to an income allocation ruling involving a partnership the 
Company was involved with. While the Company is confident that it will successfully 
challenge this ruling, the liability for the CRA reassessment is included in the current 
tax liability.

The Company is subject to taxation in multiple jurisdictions. Significant judgment 
is required in determining the worldwide provision for taxation. There are many 
transactions and calculations for which the ultimate tax determination is uncertain 
during the ordinary course of business. The Company maintains provisions for 
uncertain tax positions that it believes appropriately reflect its risk with respect to 
tax matters under active discussion, audit, dispute or appeal with tax authorities, 
or which are otherwise considered to involve uncertainty. These provisions for 
uncertain tax positions are made using management’s best estimate of the amount 
expected to be paid based on a qualitative assessment of all relevant factors. 
Management reviews the adequacy of these provisions at each consolidated 
statements of financial position date. However, it is possible that at some future 
date an additional liability could result from audits by taxing authorities. Where the 
final tax outcome of these matters is different from the amounts that were initially 
recorded, such differences will affect the tax provisions in the period in which such 
determination is made.

The operations and organizational structure of the Company are complex, and 
related tax interpretations, regulations and legislation are continually changing. 
As a result, there are usually some tax matters in question that result in uncertain 
tax positions. The Company approaches uncertain tax positions from a liability 
or exposure perspective. The Company provides for future liabilities in respect of 
uncertain tax positions where additional tax may become payable in future periods 
and such provisions are based on management’s assessment of exposures.

(e) Provision for warranty costs
The Company offers warranties for its sale of equipment. Management estimates 
the related provision for future warranty claims based on historical warranty claim 
information, as well as recent trends that might suggest that past cost information 
may differ from future claims.

Factors that could impact the estimated claim information include the success of the 
Company’s productivity and quality initiatives, as well as parts and labor costs.

5. Future Accounting Standards

The following recently issued accounting pronouncements represent a summary of 
the pronouncements that are likely to, or may at some future time, have an impact 
on the Company.

(a) IFRS 9 - Financial instruments
This standard replaces the current IAS 39 Financial Instruments Recognition and 
Measurement. The Company will start the application of IFRS 9 in the financial 
statements effective from January 1, 2015. The Company has not yet evaluated the 
impact on the Statements.

(b) IFRS 10 Consolidated financial statements
The new standard uses control as the single basis of consolidation for all entities 
with three elements to control: power over an investee; exposure or rights to variable 
returns; and the ability to affect returns. Retrospective application is required, 
subject to certain transitional provisions, effective January 1, 2013. Management 
has not yet evaluated the impact on the financial statements.

5. Future accounting standards  - continued

(c) IFRS 11 Joint arrangements
The new standard classifies arrangements as either joint operations or joint 
ventures. All interests in joint ventures should now be accounted for based on 
the equity method. Transitional provisions vary depending on how an interest 
is classified under IAS 31, effective January 1, 2013. Management has not yet 
evaluated the impact on the financial statements.

(d) IFRS 12 Disclosure of interest in other entities
IFRS 12 requires extensive disclosure relating to an entity’s interest in subsidiaries, 
joint arrangements, associates and unconsolidated structure entities. Incorporation 
of disclosure is permitted, without early adoption of IFRS 12, IFRS 10, IFRS 11, IAS 
27 (as amended 2011) and IAS 28 (as amended 2011), effective January 1, 2013. 
Management does not expect a material impact to the financial statements as a 
result of adopting this standard.

(e) IAS 12 - Income tax, amendment regarding deferred tax:  
recovery of underlying asset
The standard requires an entity to recognize a deferred tax asset or liability 
depending on the expected manner of recovery or settlement of the asset or liability 
and for which the tax base is not immediately apparent, effective for accounting 
periods beginning on or after January 1, 2012. The Company does not expect any 
material impact to the Statements as a result of adopting this standard. 

6. First Time Adoption of IFRS

The Company has adopted IFRS on October 1, 2011. IFRS 1 First-time Adoption 
of International Financial Reporting Standards sets forth guidance for the initial 
adoption of IFRS. Under IFRS 1 the standards are applied retrospectively at the 
transitional balance sheet date with all adjustments to assets and liabilities 
recorded to retained earnings unless certain exemptions or exceptions are applied. 
The Company has applied the following exemptions to its opening statement of 
financial position dated October 1, 2010 (“Transition date”). :

IFRS Exemption Options
Set forth below are the IFRS 1 applicable exemptions applied in the conversion from 
Canadian GAAP to IFRS.

(a) Business combinations and consolidated and separate financial statements
IFRS 1.C1 indicates that a first-time adopter may elect not to apply IFRS 3 Business 
Combinations retrospectively to business combinations that occurred before the 
date of transition to IFRS. The Company has taken advantage of this election and 
has applied IFRS 3 to business combinations that occurred on or after Transition 
date. In accordance with IFRS 1, if a company elects to apply IFRS 3 Business 
Combinations retrospectively, IAS 27 Consolidated and Separate Financial 
Statements must also be applied retrospectively. As the Company elected to apply 
IFRS 3 prospectively, the Company has also elected to apply IAS 27 prospectively.

(b) Leases
Leases were not reassessed to determine whether an arrangement contained a 
lease under IFRIC 4, "Determining whether an Arrangement contains a Lease" for 
contracts that were already assessed under previous GAAP given that they result in 
the same outcome.

(c) Fair value or revaluation as deemed cost
This exemption allows a Company to revalue property, plant and equipment at fair 
value at its transition date and use this fair value as the deemed transition cost. This 
election applies to individual assets. The Company did not apply this exemption.

(d) Estimates
Hindsight is not used to create or revise estimates. The estimates previously made 
by the Company under Canadian GAAP were not revised for application of IFRS 
except where necessary to reflect any difference in accounting policies.

Below is the Company’s consolidated balance sheet as at the Transition date under 
IFRS. IFRS employs a conceptual framework that is similar to Canadian GAAP. While 
the adoption of IFRS has not changed the actual cash flows of the Company, the 
adoption has resulted in significant changes to the reported financial position and 
results of operations of the Company. Presented below are reconciliations prepared 
by the Company to reconcile to IFRS the assets, liabilities, equity, net earnings and 
cash flows of the Company from those reported under Canadian GAAP: 

continued on next page
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6. First Time Adoption of IFRS - continued

At October 1, 2010 
(000’s C$)

Canadian 
GAAP

Effect of 
transition to 

IFRS

IFRS Notes

Assets
Current assets
Accounts receivable $ 55,372 $ - $ 55,372
Income taxes receivable - 1,856 1,856 a
Inventories 102,573 - 102,573
Prepaid expenses 2,201 - 2,201
Total current assets 160,146 1,856 162,002

Property, plant and equipment 21,977 (426) 21,551 b
Intangible assets - 426 426 b
Long term receivables 7,187 - 7,187
Deferred income tax assets 7,741 164 7,905 a
Interest in other entities 152 - 152
Total assets $ 197,203 $ 2,020 $ 199,223

Liabilities and Shareholders’ Equity
Current Liabilities
Bank indebtedness $ 4,772 $ - $ 4,772
Accounts payable and accrued 
liabilities

45,764 - 45,764

Income taxes payable 6,923 1,856 8,779 a
Current portion of deferred gains 955 - 955
Current portion of deferred revenue 206 - 206
Current portion of long term debt 331 - 331
Total Current Liabilities 58,951 1,856 60,807

Advances from related party 3,570 - 3,570
Deferred revenue 179 - 179
Deferred income tax liabilities - 164 164 a
Long term debt 1,858 - 1,858
Total Liabilities $ 64,558 $ 2,020 $ 66,578

Shareholders’ Equity
Share capital 30,000 - 30,000
Retained earnings 102,645 - 102,645
Total shareholders’ equity 132,645 - 132,645
Total liabilities and equity $ 197,203 $ 2,020 $ 199,223

At September 30, 2011 
(000’s C$)

Canadian 
GAAP

Effect of 
transition to 

IFRS

IFRS Notes

Assets
Current assets
Accounts receivable $ 71,339 $ - $ 71,339
Income taxes receivable - 1,327 1,327 a
Inventories 126,998 - 126,998
Prepaid expenses 1,756 - 1,756
Total current assets 200,093 1,327 201,420

Property, plant and equipment 27,437 (373) 27,064 b
Intangible assets - 373 373 b
Long term receivables 3,204 - 3,204
Deferred income tax assets 9,407 119 9,526 a
Interest in other entities 146 - 146
Total assets $ 240,287 $ 1,446 $ 241,733

6. First Time Adoption of IFRS - continued 

Liabilities and Shareholders’ Equity
Current Liabilities
Bank indebtedness $ 10,515 $ - $ 10,515
Accounts payable and accrued 
liabilities

57,293 - 57,293

Income taxes payable 6,470 1,327 7,797 a
Current portion of deferred gains 4 - 4
Current portion of deferred revenue 134 - 134
Current portion of long term debt 2,322 - 2,322
Total Current Liabilities 76,738 1,327 78,065

Advances from related party 3,570 - 3,570
Deferred revenue 44 - 44
Deferred income tax liabilities - 119 119 a
Long term debt 15,373 - 15,373
Total Liabilities $ 95,725 $ 1,446 $ 97,171

Shareholders’ Equity
Share capital 30,000 - 30,000
Retained earnings 114,562 - 114,562
Total shareholders’ equity 144,562 - 144,562
Total liabilities and equity $ 240,287 $ 1,446 $ 241,733

Principal Differences between Canadian GAAP and IFRS

a - Netting - Under IAS 1, assets and liabilities should not be offset unless offsetting 
is specifically allowed in another standard. Therefore, in the consolidated IFRS 
balance sheets income taxes and deferred taxes are now presented in both assets 
and liabilities, where applicable.

b - Intangible Assets - Under IAS 1, intangible assets should be shown separately 
from property, plant and equipment. As such, in the consolidated IFRS balance 
sheets intangible assets are shown on a separate line under long term assets.

Year ended September 30, 2011 
(000’s C$)

Canadian 
GAAP

Effect of 
transition to 

IFRS

IFRS Notes

Revenue $ 284,668 $ (1,940) $ 282,728 a
Cost of goods sold 236,031 3,457 239,488 c
Gross Profit 48,637 5,397 43,240
Selling & administration expenses 20,009 888 20,897 c
Income from operations 28,628 (6,285) 22,343

Gain on disposal of assets (1,184) - (1,184)
Interest income - (557) (557) b
Interest expense 2,447 557 3,004 b
Depreciation of property, plant and 
equipment

4,370 (4,370) - c

Gain on foreign exchange - (1,940) (1,940) a
Research and development costs 7,455 25 7,480 c

Net earnings before taxes 15,540 - 15,540

Current income taxes 5,289 - 5,289
Deferred income taxes (recovered) (1,666) - (1,666)
Total income taxes 3,623 - 3,623

Total assets $ 11,917 $ - $ 11,917

Principal Differences between Canadian GAAP and IFRS

a - Foreign exchange gains and losses were previously included with revenue. These 
gains and losses are now shown with other income and expenses.

b - Finance income and finance expense were previously shown on a net basis under 
Canadian GAAP. Under IFRS, the two components are shown separately.

c - Prescribed format Under Canadian GAAP, selling and administrative expenses 
were presented with cost of sales and amortization was presented separately on 
the consolidated statements of earnings. Under IFRS, the Company’s expenses 
have been presented by function. To conform with the prescribed presentation, the 
Company has reclassified these amounts.
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7. Credit Facilities (000’s C$)

The Company has available a financing facility with the Bank of Montreal (BMO) 
in the amount of $60,000. The credit facility is secured by a mortgage on specific 
property, debenture, general security agreement and assignment of specific 
receivables and inventory. The Company’s financing facility is at BMO Bankers 
Acceptance rates plus stamping fees. At September 30, 2012, the amount drawn 
on this facility is $13,273 (September 30, 2011 - $25,896; October 1, 2010 - 
$11,525).

The Company also has a financing facility with the Canadian Imperial Bank of 
Commerce (CIBC) in the amount of $7,500. This facility is secured by a mortgage 
on specific property as well as specific receivables and inventory. The Company 
can borrow on this facility at CIBC Bankers Acceptance rates plus stamping fees. At 
September 30, 2012, the amount drawn on this facility is $Nil (September 30, 2011 
- $Nil; October 1, 2010 - N/A).

8. Income Taxes (000's C$)

2012 2011

Current year $ 5,512 $ 4,784
Adjustment for prior years 35 505

Current income tax provision $ 5,547 $ 5,289

Origination and reversal of timing differences $ (1,214) $ (92)
SR&ED credits earned (1,055) (1,574)

Deferred tax recovery $ (2,269) $ (1,666)

Combined Canadian federal and provincial income tax rate 27.4% 28.9%

Foreign tax rate differences applied to profits (losses) (2.1) 1.8
Losses carried back to prior years at higher tax rates (0.5) (0.2)
SR&ED credits earned (5.4) (10.1)
Non-taxable foreign exchange (0.4) 0.4
Non-taxable portion of capital gains (0.6) (0.4)
Permanent differences and other (1.7) 2.9

Effective income tax rate 16.7% 23.3%

Income taxes paid during the period were $5,056 (2011 - $5,998).

Deferred income taxes are recorded to reflect the timing differences arising from 
deduction of warranty costs for income tax purposes, the amounts of depreciation 
and amortization provided in the year compared to the allowances deducted for 
income tax purposes, and from expected Scientific Research and Experimental 
Development (SRED) tax credit claims.

The following are the components of the deferred tax assets and liabilities 
recognized by the Company:

Deferred income tax assets Sept. 30 Sept. 30 Oct. 1
2012 2011 2010

Property, plant, equipment and intangibles $ 402 $ 364 $ 891
Warranty 2,155 1,985 2,111
SRED credits 7,390 6,357 4,811
Temporary timing differences 1,776 820 92

$ 11,723 $ 9,526 $ 7,905

Deferred income tax liabilities Sept. 30 Sept. 30 Oct. 1
2012 2011 2010

Property, plant, equipment and intangibles $ 138 $ 119 $ 164
Warranty (1) - -

$ 137 $ 119 $ 164

9. Inventories (000's C$)

Sept. 30 Sept. 30 Oct. 1
2012 2011 2010

Finished goods $ 62,339 $ 54,839 $ 51,423
Work in process 3,833 6,344 5,189
Raw materials 65,531 65,815 45,961

$ 131,703 $ 126,998 $ 102,573

During the year, inventories in the amount of $237,438 (2011 - $181,239) were 
expensed to cost of sales.

The carrying value of inventories is pledged as security against the Company’s credit 
facilities.

10. Property, plant and equipment (000’s C$)

Land Buildings Equipment Computer 
Equipment

Total

Cost $ 2,996 $ 23,410 $ 50,729 $ 6,479 $ 83,614
Accumulated depreciation - (12,492) (43,553) (6,018) (62,063)
Oct. 1, 2010 net book 
value 2,996 10,918 7,176 461 21,551

Additions 596 2,343 2,698 563 6,200
Additions from business 
combinations

130 798 2,950 - 3,878

Disposals - (23) (224) (1) (248)
Depreciation - (835) (3,090) (392) (4,317)
Sept. 30, 2011 net book 
value 3,722 13,201 9,510 631 27,064

Additions - 313 1,494 637 2,444
Disposals (147) (217) (10) (1) (375)
Depreciation - (843) (3,470) (433) (4,746)
Sept. 30, 2012 net book 
value $ 3,575 $ 12,454 $ 7,524 $ 834 $ 24,387

Recorded as:

Land Buildings Equipment Computer 
Equipment

Total

Cost $ 3,722 $ 26,492 $ 55,656 $ 6,989 $ 92,859
Accumulated depreciation - (13,291) (46,146) (6,358) (65,795)
Sept. 30, 2011 net book 
value $ 3,722 $ 13,201 $ 9,510 $ 631 $ 27,064

Cost $ 3,575 $ 26,270 $ 54,480 $ 7,625 $ 91,950
Accumulated depreciation - (13,816) (46,956) (6,791) (67,563)
Sept. 30, 2012 net book 
value $ 3,575 $ 12,454 $ 7,524 $ 834 $ 24,387

The Company reviewed its property, plant and equipment for indicators of 
impairment. No assets were identified as impaired.

11. Intangible assets (000’s C$)

The Company’s intangible assets consist of customer lists and patents.

Total
Cost $ 426
Accumulated amortization -
October 1, 2010 net book value 426
Amortization (53)
September 30, 2011 net book value 373
Amortization (94)
September 30, 2012 net book value $ 279

The Company reviewed its intangible assets for indicators of impairment. No assets 
were identified as impaired.
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12. Long Term Receivables (000's C$)

Sept. 30 Sept. 30 Oct. 1
2012 2011 2010

Current portion (incl. in accounts receivable) $ 4,040 $ 3,982 $ 881
Long term receivables 2,665 3,204 7,187

$ 6,705 $ 7,186 $ 8,068

Long term receivables are secured by property. One receivable carries interest at 
6.50% and is repayable in blended monthly installments of $22 , the balance due 
in October 2012. The other receivable carries interest at 3.00% and is repayable in 
monthly installments of $58 including interest, due October 2017.

Amounts to be received over the next five years are as follows:

 2013  $ 4,040 (included in accounts receivable)
 2014   623
 2015   642
 2016   661
 2017   682

13. Long Term Debt (000’s C$)

Sept. 30 Sept. 30 Oct. 1
2012 2011 2010

State of North Dakota, monthly payments of $10 
US non-interest bearing, due August 2013

$ 123 $ 265 $ 382

State of North Dakota, monthly payments of $10 
US including interest at 1%, due December 2015

335 455 537

Heloval Holdings Ltd., bearing interest of 1.5% 
due on demand

1,967 5,294 -

CIBC, quarterly payments of $375 plus monthly 
interest as indicated in note 7, due February 
2016

5,250 6,750 -

BMO, monthly payments of $25 US, plus interest 
as indicated in note 7, due April 2016

1,033 1,415 -

U.S. Bank, monthly payments of $8 US, plus 
interest at 2% plus the monthly LIBOR rate, due 
June 2016

1,527 1,727 -

Southwest Initiative Foundation, monthly 
payments of $6 US including interest at 4%, due 
July 2016

528 616 -

State of South Dakota, monthly payments of $13 
US including interest at 3%, due February 2020

983 1,173 1,270

11,746 17,695 2,189
Less: Current portion 4,247 2,322 331
Long term portion $ 7,499 $ 15,373 $ 1,858

These loans are all secured by company assets.

Principal payments over the next 5 years are as follows:

 2013  $ 4,247 2016 $ 2,669

 2014   2,169  2017   136

 2015   2,181

14. Related Party Transactions (000's C$)

Sept. 30 Sept. 30 Oct. 1
2012 2011 2010

Accounts receivable from controlling shareholder $ 23,496 $ 25,598 $ 22,288
Advances from controlling shareholder 3,570 3,570 3,570

Net sales to controlling shareholder $ 101,325 $ 37,279 $ 2,207
Net purchases from controlling shareholder 7,356 - -

All transactions with related parties are recorded at the exchange amount agreed 
to by the related parties. The advances to the shareholder were made in the normal 
course of trade and have no specific terms of repayment.

Compensation of Key Management

Key management personnel are those persons having authority and responsibility 
for planning, directing and controlling the activities of the Company. The Board of 
Directors and Executive Committee are key management personnel. The following 
table details the compensation paid to these key management personnel (note - no 
amounts were paid for post-retirement benefits nor were there any share based 
payments):

2012 2011

Salaries, fees and short term employee benefits $ 1,655 $ 1,553

15. Capital Stock and Options (000’s C$)

Authorized, an unlimited number of Class A & B common shares.

Sept. 30, 2012 Sept. 30, 2011 Oct. 1, 2010
Shares Shares Shares

Class A common 25,000  $30,000 25,000  $30,000 25,000  $30,000

There are no options outstanding as of September 30, 2012, September 30, 2011 
nor October 1, 2010.

16. Interest Paid (000’s C$) 2012 2011

Operating loan $ 2,803 $ 2,364
Long term debt 357 273

$ 3,160 $ 2,637

17. Expenses by nature (000’s C$) 2012 2011

Raw materials and consumables used $ 272,911 $ 208,905
Depreciation and amortization 4,840 4,370
Personnel expenses 53,978 48,584
Freight 5,418 6,006

$ 337,147 $ 267,865

18. Segmented Information (000’s C$)
2012

Canada US CIS Other
Revenue $ 102,835 $ 143,131 $ 104,428 $ 10,840
Net income and comprehensive 
income

4,658 6,484 4,730 491

Property, plant, and equipment 14,632 9,588 167 -
Intangible assets - 279 - -

2011
Canada US CIS Other

Revenue $ 87,027 $ 153,894 $ 37,598 $ 4,209
Net income and comprehensive 
income

3,643 6,506 1,590 178

Property, plant, and equipment 16,824 10,073 167 -
Intangible assets - 373 - -
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18. Segmented Information (000’s C$) - continued

CIS is the Commonwealth of Independent States, including Russia, Kazakhstan and 
Ukraine.

The Company has organized its business between agricultural and non-agricultural 
operations due to the differences in the products and approaches in marketing and 
manufacturing in both segments. The agricultural equipment segment produces 
a wide variety of agricultural equipment, whereas the non-agricultural operations 
consist primarily of custom metal fabrication.

2012 2011
Ag Non-Ag Ag Non-Ag

Revenue $ 357,054 $ 4,180 $ 279,061 $ 3,667
Interest revenue 61 492 103 454
Interest expense 3,507 - 3,004 -
Net income and 
comprehensive income

15,187 1,176 11,852 65

Assets 243,247 7,508 232,534 9,199

The accounting policies of the segments are the same as described in the note for 
significant accounting policies. The Company accounts for inter-segment sales at 
current market prices. Revenue from the top two customers were $101.3 million 
and $6.0 million, both in the agricultural segments. For the same period of fiscal 
2011, the top two customers were $37.3 million and $13.7 million, also both in the 
agricultural segments.

19. Business Acquisition (000’s C$)

Effective February 3, 2011, the Company acquired certain assets of Ezee-On 
Manufacturing.

The aggregate purchase price was $14,500 comprised of cash. The acquisition has 
been accounted for using the purchase method, whereby the total of the acquisition 
has been allocated to the assets acquired and liabilities assumed based upon their 
respective fair values at the effective date.

The following table summarizes the estimated fair value of the assets acquired and 
liabilities assumed on the date of acquisition. The purchase price has been allocated 
to the assets acquired based on their fair values and management’s best estimates, 
as follows:

Accounts receivable $ 5,353
Inventory 5,553
Prepaids 26
Lands 130
Buildings 798
Equipment 2,950
Accounts payable (310)
Net assets acquired $ 14,500

20. Deferred Profit Sharing Plan

In 1995, the Company established a Deferred Profit Sharing Plan for its employees. 
The Company can contribute funds to the plan annually as determined by the 
Board of Directors, subject to certain maximum limits established by the plan. 
Contributions are used to purchase common shares of the Company for the 
employees from the plan trust. The plan trust owns approximately 252,000 Buhler 
Industries Inc. shares. During the year, the company contributed $Nil to the plan 
(2011 - $Nil).

21. Contingent Liability (000’s C$)

In a prior year, a loan from Industry Canada in the amount of $9,300 was forgiven. 
Should the Company fail to maintain certain tractor production levels in Winnipeg 
until October 22, 2017, $5,000 of the amount forgiven may become payable by the 
Company.

As at September 30, 2012, the Company was in compliance with this requirement, 
and management believes that productions levels will continue to be met during the 
time period set out in the contract with Industry Canada.

22. Capital Management

The Company’s fundamental objectives in managing capital are to maintain 
financial flexibility in order to preserve its ability to meet financial obligations, ensure 
adequate liquidity and financial flexibility at all times, and deploy capital to provide 
an appropriate investment return to its shareholders while maintaining prudent 
levels of financial risk.

The Company believes that the aforementioned objectives are appropriate in the 
context of the Company’s business. The Company defines its capital as cash, bank 
indebtedness, shareholders’ equity, long term debt including the current portion, 
net of any cash and cash equivalents. The Company’s financial strategy is designed 
to maintain a flexible capital structure consistent with the objectives stated above 
and to respond to changes in economic conditions and the risk characteristics of 
underlying assets. In order to maintain or adjust its capital structure, the Company 
may purchase shares for cancellation pursuant to normal course issuer bids, issue 
new shares, raise debt (secured, unsecured, convertible and/or other types of 
available debt instruments), enter into hedging arrangements and refinance existing 
debt with different characteristics, amongst others.

The Company constantly monitors and assesses its financial performance and 
economic conditions in order to ensure that its net debt levels are prudent.

The Company’s financial objectives and strategy are reviewed on an annual basis. 
The Company believes that its ratios are within reasonable limits, in light of the 
relative size of the Company and its capital management objectives.

As part of the lending agreements for the financing facility and long term debt, the 
Company is subject to certain covenants. These are reviewed monthly to ensure 
compliance. As at September 30, 2012 all covenants were met.

There are no externally imposed capital restrictions on the Company.

There were no changes in the Company’s approach to capital management during 
the current period.

23. Financial Instruments (000’s C$)

The following presents the carrying value and fair value of the Company’s financial 
instruments:

September 30, 2012

Financial Asset/Liability Classification
Carried at cost/
Amortized cost

Carrying/
Fair Value

Cash Loans and receivables $ 19,293
Accounts receivable Loans and receivables 54,388
Long term receivables Loans and receivables 2,665
Interest in other entities FVTPL 149
Accounts payable and accrued 
liabilities

Other liabilities (62,502)

Advances from related party Loans and receivables (3,570)
Long term debt Other liabilities (11,746)

September 30, 2011

Financial Asset/Liability Classification
Carried at cost/
Amortized cost

Carrying/
Fair Value

Bank indebtedness Loans and receivables $ (10,515)
Accounts receivable Loans and receivables 71,339
Long term receivables Loans and receivables 3,204
Interest in other entities FVTPL 146
Accounts payable and accrued 
liabilities

Other liabilities (57,293)

Advances from related party Loans and receivables (3,570)
Long term debt Other liabilities (17,695)
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23. Financial Instruments (000’s C$) - continued

October 1, 2010

Financial Asset/Liability Classification
Carried at cost/
Amortized cost

Carrying/
Fair Value

Bank indebtedness Loans and receivables $ (4,772)
Accounts receivable Loans and receivables 55,372
Long term receivables Loans and receivables 7,187
Interest in other entities FVTPL 152
Accounts payable and accrued 
liabilities

Other liabilities (45,764)

Advances from related party Loans and receivables (3,570)
Long term debt Other liabilities (2,189)

Financial instruments include cash/bank indebtedness, accounts receivable, 
long term receivables, interests in other entities, accounts payable and accrued 
liabilities, advances from related party and long term debt. Except for the long term 
receivables, interests in other entities and long term debt, the carrying values of 
these financial instruments approximate fair value due to the short term nature of 
the financial instruments or they are carried at fair value.

The Company has classified its interest in other entities as FVTPL. These shares are 
not actively traded in a quoted market and accordingly have been recorded at cost.

The fair value of the long term receivables and long term debt is impacted by 
changes in market yields which can result in differences between the carrying value 
and fair value of the instruments.

The fair value of long term receivables has been estimated based on the current 
market rates for long term bonds with similar terms and conditions. The estimated 
fair value of long term receivable as at September 30, 2012 is $2,597 (September 
30, 2011 - $3,649; October 1, 2010 - $8,411).

The fair value of long term debt has been estimated based on the current market 
rates for long term debt with similar terms and conditions. The estimated fair value 
of long term debt payable as at September 30, 2012 is $11,485 (September 30, 
2011 - $15,976; October 1, 2010 - $2,162).

The Company categorizes its fair value measurements of financial instruments 
according to a three-level hierarchy. The hierarchy prioritizes the inputs used by the 
Company’s valuation techniques. A level is assigned to each fair value measurement 
based on the lowest level input significant to the fair value measurement in its 
entirety. The three levels of the fair value hierarchy are defined as follows:

Level 1 – fair value measurements that reflect unadjusted, quoted prices in active 
markets for identical assets and liabilities that the Company has the ability to access 
at the measurement date.

Level 2 – fair value measurements using inputs other than quoted prices included 
within Level 1 that are observable for the asset or liability, either directly or indirectly. 
These include quoted prices for similar assets and liabilities in active markets, 
quoted prices for identical or similar assets and liabilities in inactive markets, inputs 
that are observable that are not prices (such as interest rates and credit risks) and 
inputs that are derived from or corroborated by observable market data.

Level 3 – fair value measurements using significant non-market observable inputs. 
These include valuations for assets and liabilities that are derived using data, some 
or all of which is not market observable data, including assumptions about risk.

24. Financial Risk Management (000’s C$)

The Company’s risk management program focuses on the unpredictability of 
financial markets and seeks to minimize potential adverse effects on the Company’s 
financial performance. The Company manages its risks and risk exposures through 
a combination of insurance, a system of internal and disclosure controls and sound 
business practices.

Risk management is primarily the responsibility of the Company’s corporate finance 
function. Significant risks are regularly monitored and actions are taken, when 
appropriate, according to the Company’s approved policies, established for that 
purpose. In addition, as required, these risks are reviewed with the Company’s Board 
of Directors.

24. Financial Risk Management (000’s C$) - continued

Foreign Exchange Risk
The Canadian dollar is the Company’s functional currency. The Company operates 
primarily in Canada and the United States. The reporting currency of the Company 
is Canadian dollars, whereas the functional currency for operations in the United 
States and sales to the CIS region are the U.S. dollar. Fluctuations in the exchange 
rate between the U.S. dollar and Canadian dollar will affect the Company’s reported 
results. However, the impact of changes in foreign exchange rates on the Company’s 
reported results differs over time depending on whether the Company is generating 
a net cash inflow or outflow of Canadian dollars. This is largely dependent on the 
Company’s revenue mix by currency as operating costs denominated in Canadian 
dollars have been relatively stable.

In addition, translation differences arise when foreign currency monetary assets 
and liabilities are translated at foreign exchange rates that change over time. These 
foreign exchange gains and losses are recorded in revenues. As a result of the 
Company’s U.S. dollar net monetary position within the Canadian dollar reporting 
currency operations through to September 30, 2012, a one-cent strengthening/
weakening in the year-end foreign exchange rate from Canadian dollars to U.S. 
dollars would have increased/ decreased net earnings by $690 for 2012 (2011 - 
$567).

The Company is insulated from large foreign exchange gains and losses by virtue of 
its mix of cash inflows and outflows in U.S. dollars. Gains and losses generated by 
fluctuations in the exchange rates used to translate U.S. dollar assets are offset by 
similar gains and losses on U.S. dollar liabilities. The Company also uses forward 
contracts to further mitigate these fluctuations when the natural hedges are 
forecasted to be insufficient. There were no forward contracts in place at September 
30, 2012.

Interest Rate Risk
The Company’s interest rate risk arises from its variable rate bank indebtedness 
and long term debt. The long-term debt is either interest-free or very low rate, and 
therefore carries minimal interest rate risk. As the bank indebtedness is all variable 
rate, the Company is exposed to a certain level of interest rate risk. Management 
feels that these risks are manageable as the interest rate on this debt is less than 
prime and therefore has not entered into any instruments to mitigate this risk. 
Based on the level of bank indebtedness outstanding at September 30, 2012, a 1% 
increase/decrease in the rate being charged to the Company would result in a $462 
(2011 - $340) decrease/increase in net earnings.

Liquidity Risk
Investments to drive growth can require significant financial resources. A range of 
funding alternatives is available to the Company including cash on hand, cash flow 
provided by operations, additional debt, the issuance of equity or a combination 
thereof. The low level of outstanding debt and an informal investment grade 
credit rating allow the Company to enjoy relatively low interest rates. The Company 
has determined that total current credit facilities of $67,500 are adequate. The 
Company has remained within all bank debt covenants during 2012 and foresees no 
change in its ability to meet these covenants in 2013.

The 2013 requirements for capital expenditures, working capital and debt 
repayments can be financed from cash resources, cash flow provided by operating 
activities and unused credit facilities. The following table outlines the maturity 
analysis of the Company’s liabilities:

Post
2013 2014 2015 2016 2017 2017 Total

Accounts payable 
and accrued 
liabilities

 
$

  
62,502

 
$

  
-

 
$

 
-

 
$

 
-

 
$

 
-

 
$

 
-

 
$

 
62,502

Long term debt 4,247 2,169 2,181 2,669 136 344 11,746

Advances from  
related party

 
-

 
3,570

 
-

 
-

 
-

 
-

 
3,570

Total $ 66,749 $5,739 $ 2,181 $ 2,669 $ 136 $ 344 $ 77,818
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24. Financial Risk Management (000’s C$) - continued

Commodity Price Risk
The Company’s manufacturing costs are affected by the price of raw materials, 
namely steel. In order to manage its risk, the Company applies a steel surcharge to 
its product when the cost of steel increases significantly. The Company’s preferred 
practice it to match raw materials cost changes with selling price adjustments, 
although there is a time lag. This matching is not always possible, as customers 
react to selling price pressures related to raw material price fluctuations according to 
conditions pertaining to their markets.

Credit Risk
Credit risk arises from cash held with banks and credit exposure to customers, 
including outstanding accounts receivable. The maximum exposure to credit risk is 
equal to the carrying value of the financial assets.

The objective of managing counterparty credit risk is to prevent losses on financial 
assets. The Company assesses the credit quality of counterparties, taking into 
account their financial position, past experience and other factors. Management 
regularly monitors customer credit limits, performs credit reviews and, in certain 
cases insures accounts receivable balances against credit losses.

The carrying amount of accounts receivable is reduced through the use of an 
allowance account and the amount of the loss is recognized in the earnings 
statement within selling, general and administrative expenses. When a receivable 
balance is considered uncollectible, it is written off against the allowance for 
accounts receivable. Subsequent recoveries of amounts previously written off 
are credited against selling, general and administrative expenses in the earnings 
statement.

The following table sets out the aging details of the Company’s accounts receivable 
balances outstanding based on the status of the receivable in relation to when the 
receivable was due and payable and related allowance for doubtful accounts:

 

Sept. 30 Sept. 30 Oct. 1
2012 2011 2010

Current - neither impaired nor past due $ 54,136 $ 66,115 $ 32,456
Not impaired but past the due date;
Within 30 days 244 1,811 842
31-60 Days 91 359 72
Over 60 days 588 4,464 22,955

55,059 72,749 56,325
Less: Allowance for doubtful accounts (671) (1,410) (953)
Total receivables, net $ 54,388 $ 71,339 $ 55,372

The following table details the continuity of the allowance for doubtful accounts:

Sept. 30 Sept. 30 Oct. 1
2012 2011 2010

Balance, beginning of period $ (1,410) $ (953) $ (979)
  Provisions for the period, net of recoveries 288 (450) (7)
  Uncollectible amounts written off 436 - -
  Foreign exchange impact 15 (7) 33
Balance, end of period S (671) (1,410) (953)
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Ten Year Summary

Summary of Operations 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
Reported standards utilized GAAP GAAP GAAP GAAP GAAP GAAP GAAP GAAP IFRS IFRS
In thousands of Canadian dollars (except per share amounts)
Revenue 181,162 206,130 202,319 175,067 166,189 218,955 284,072 209,634 282,728 361,234
Cost of goods sold 139,929 168,529 165,275 141,138 137,694 175,077 232,814 172,278 239,488 305,480
Gross profit 41,233 37,601 37,044 33,929 28,495 43,878 51,258 37,356 43,240 55,754
Selling & admin. expense 16,135 16,290 16,206 16,863 16,544 16,476 18,975 19,093 20,897 23,292
Income from operations 25,098 21,311 20,838 17,066 11,951 27,402 32,283 18,263 22,343 32,462
Gain on sale of capital assets (726) (2,010) (119) (801) (3,689) (1,512) (3,247) (3,477) (1,184) (1,213)
Interest income - - - - - - - - (557) (553)
Interest expense (Income) 703 (328) 62 2,414 585 2,089 1,148 1,407 3,004 3,507
Amortization 6,894 6,812 6,411 6,133 4,768 3,933 4,070 3,584 - -
Foreign exchange (gain) loss - - - - - - - - (1,940) 2,705
Research & development exp. 3,683 2,903 3,342 3,183 2,003 2,621 8,820 7,534 7,480 8,375
Non-controlling interest 762 884 700 555 246 - - - - -
Net Earnings before taxes 13,783 13,050 10,442 5,582 8,038 20,271 21,492 9,215 15,540 19,641
Income taxes (expense) recovery (2,468) (1,324) (1,111) (1,176) (26) (15,812) (7,104) (1,035) (3,623) (3,278)
Extraordinary items - - - - - 7,211 - - - -
Net Earnings 11,314 11,726 9,331 4,406 8,012 11,670 14,388 8,180 11,917 16,363
Cash Flow Summary
Capital asset purchases 7,854 4,470 7,515 2,815 3,151 3,294 2,088 4,039 9,662 2,444
Long-term debt incurred - - - - - - 807 2,437 17,068 -
Reduction of long-term debt 1,657 3,628 3,360 3,315 3,315 18,852 1,305 1,368 1,550 5,949
Dividends Paid 2,760 2,990 3,500 3,750 7,500 - - - - -
Net cash flow 16,938 15,778 13,132 8,079 11,640 25,843 18,958 11,295 16,287 21,203
Net cash (Bank indebtedness) (16,560) 15,360 (17,129) (39,203) 10,733 14,512 (6,591) (4,772) (10,515) 19,293
Balance Sheet Summary
Acc’ts rec, cash & ppd. exp. 41,777 51,222 38,138 43,202 49,420 64,860 68,764 57,573 74,422 79,849
Inventory 90,495 73,762 105,979 104,888 69,668 74,492 87,731 102,573 126,998 131,703
Total current assets 132,272 124,984 144,117 148,090 119,088 139,352 156,495 160,146 201,420 211,552
Total assets 178,460 167,044 186,512 184,960 161,865 178,583 193,817 197,203 241,733 250,755
Total current liabilities 49,742 37,570 58,087 66,969 42,999 63,634 63,422 58,947 78,065 78,624
Total short and long term debt 60,409 29,870 45,398 61,813 19,011 760 1,198 2,189 17,695 11,746
Total liabilities 107,908 75,998 96,407 87,065 63,458 68,506 69,352 64,558 97,171 89,830
Total shareholders equity 70,552 91,407 97,233 97,895 98,407 110,077 124,465 132,645 144,562 160,925
Shares o/s (avg. in millions) 23.0 24.3 25.0 25.0 25.0 25.0 25.0 25.0 25.0 25.0
Working capital 82,530 87,414 86,030 81,121 76,089 75,718 93,073 101,199 123,355 132,928
Data Per Common Share
Revenue $ 7.88 $ 8.47 $ 8.09 $ 7.00 $ 6.65 $ 8.76 $ 11.36 $ 8.39 $ 11.31 $ 14.45
EBITDA 0.63 0.95 0.69 0.57 0.54 1.34 1.07 0.57 0.89 1.10
Price to EBITDA 6.2 6.8 10.9 11.9 13.5 3.8 4.9 10.2 6.3 4.9
EBIT 0.60 0.54 0.42 0.22 0.32 1.27 0.91 0.42 0.72 0.90
Net earnings 0.49 0.48 0.37 0.18 0.32 0.47 0.57 0.33 0.48 0.65
Net earnings, no extraordinary 
item

0.49 0.48 0.37 0.18 0.32 0.18 0.57 0.33 0.48 0.65

Price to earnings 14.94 15.25 27.34 31.77 21.53 11.51 9.21 17.61 11.75 8.17
Cash flow 0.79 0.76 0.53 0.42 0.41 1.03 0.76 0.45 0.65 0.85
Dividends Paid 0.12 0.13 0.14 0.15 0.30 0.00 0.00 0.00 0.00 0.00
Closing share price 5.57 7.20 7.35 5.60 6.90 5.41 5.25 5.81 5.60 5.35
Shareholders’ equity 3.07 3.76 3.90 3.92 3.94 4.40 4.98 5.31 5.78 6.44
Statistical Data
Current ratio 2.7 3.3 2.5 2.3 2.8 2.2 2.5 2.7 2.6 2.7
Interest bearing debt/equity ratio 0.2 - 0.2 0.4 0.1 - 0.1 0.2 0.1 0.1
Inventory turnover 1.5 2.3 1.6 1.3 2.0 2.4 2.7 1.8 1.9 2.4
Gross margin (% of revenue) 22.8% 18.2% 18.3% 19.4% 17.1% 20.0% 18.0% 17.8% 15.3% 15.4%
Selling & Admin. (% of revenue) 9% 8% 8% 10% 10% 8% 7% 9% 7% 6%
EBITDA (% of revenue) 12% 10% 9% 8% 7% 16% 9% 7% 8% 8%
Net earnings (% of revenue) 6% 6% 5% 3% 5% 5% 5% 4% 4% 5%
Return on average capital 13% 12% 8% 5% 7% 12% 12% 6% 8% 10%
Return on average equity 18% 14% 10% 5% 8% 11% 12% 6% 9% 11%
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Buhler (excluding dividends) compared with TSX Index 
1994 to September 30, 2012

Buhler TSX

Year end Sept.  30 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

High 2.10 1.60 1.98 2.54 4.25 3.25 3.74 3.75 5.50 5.92 7.30 7.63 7.60 7.25 6.90 

Low 1.05 1.10 1.37 1.70 2.45 2.35 2.70 3.00 3.48 5.20 5.48 7.00 4.35 5.30 5.00 

Close 1.40 1.45 1.66 2.39 3.05 3.06 3.57 3.60 5.25 5.57 7.20 7.35 5.60 6.90 5.40 

Trading Volume (000’s) 1,311 867 1,927 3,015 4,134 2,274 1,092 2,800 1,836 1,321 5,024 1,703 3,010 5,637 2,138 
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Daily Closing Price
Opened March 25, 1994 at $1.05

Closed November 30, 2012 at $5.55
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