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NOTICE TO READER OF THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS 
 
 
The financial statements of Buhler Industries Inc. and the accompanying interim consolidated balance sheets as at 
June 30, 2014 and 2013 and the interim consolidated statements of earnings, retained earnings and cash flows for 
the nine month periods then ended are the responsibility of the Company’s management. These consolidated 
financial statements have not been audited or reviewed on behalf of the shareholders by the independent external 
auditors of the Company. 
  
The interim consolidated financial statements have been prepared by management and include the selection of 
appropriate accounting principles, judgments and estimates necessary to prepare these financial statements in 
accordance with International Financial Reporting Standards. 
 
 
 
 
____________________        ___________________ 
 
Yury Ryazanov Willy Janzen, C.G.A., B.Comm. 
Chief Executive Officer Chief Financial Officer 
August 14, 2014 August 14, 2014 
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Third Quarter Report 
June 30, 2014 

A Leading Manufacturer and Distributor of Farm Equipment 
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Management Discussion & Financial Analysis 
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. 

Ten Year Highlights In thousands of Canadian dollars (except per share amounts) 

Year ended Sept. 30 2004 2005 2006 2007 2008 2009 2010 2011 2012 
 GAAP GAAP GAAP GAAP GAAP GAAP GAAP IFRS IFRS 
          
Revenue  206,130   202,319   175,067   166,189   218,955  284,072 209,634 282,728 361,234 
Gross profit    37,601     37,044     33,929     28,495      43,878  51,258 37,356 43,240 55,754 
GP%    18.2%     18.3%     19.4%     17.1%      20.0%  18.0% 17.8% 15.3% 15.4% 
          
Income from operations    21,311     20,838     17,066     11,951      27,402  32,283 18,263 22,343 32,462 
As percentage of revenue 10% 10% 10% 7% 13% 11% 9% 8% 9% 
          
Net earnings 11,726 9,331 4,406 8,012 11,670 14,388 8,180 11,917 16,363 
Earnings per share (EPS) 0.48 0.37 0.18 0.32 0.47 0.57 0.33 0.48 0.65 
EPS without EOI 0.48 0.37 0.18 0.32 0.18 0.57 0.33 0.48 0.65 
          
EBITDA 19,534 16,915 14,129 13,391 33,504 26,710 14,206 22,357 27,435 
          
Total assets 167,044  186,512 184,960 161,865  178,583  193,817 197,203 241,733 250,755 
Working capital 87,414  86,030 81,121  76,089  75,718  93,073 101,199 123,355 132,928 
          
Shareholders’ equity 91,407 97,233 97,895 98,407 110,077 124,465 132,645 144,562 160,925 
Book value per share 3.76 3.90 3.92 3.94 4.40 4.98 5.31 5.78 6.44 
          
Return on average capital 12% 8% 5% 7% 12% 12% 6% 8% 10% 
Return on average equity 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.  

2013 
IFRS 

 
343,947 

58,269 
16.9% 

 
35,625 

10% 
 

19,891 
.80 
.80 

 
35,195 

 
283,513 
144,052 

 
180,816 

7.23 
 

11% 
12% 



4 

 

 

Management Discussion & Financial Analysis 

Highlights 
 
Revenues 
 
Revenue for the quarter was $77.1, down $22.1 from the record set in the third quarter of 
2013. For the first nine months of 2014, sales were $250.7, amongst the best three quarters in 
Company history, although down $18.3 from the prior year. As anticipated, tractor sales saw 
a decline in the third quarter due to the higher inventory levels in North America. For the first 
nine months of 2014, tractor sales continue to be strong, both domestically and in the over-
seas market. The recently introduced DeltaTrack units have proven to be popular and have 
added to the revenues for the year. 
 
Gross Profit 
 
With the decline in sales for the quarter, gross profit for the three months ended June 30 were 
down from 2013, coming in at $10.1, down from the prior year figure of $16.7. For the nine 
months ended June 30 the gross profit was amongst the best in Company history, hitting 
$39.4, although off of the record seen in 2013 of $43.8. As a percentage of sales, gross profit 
for the quarter was 13.1%, down from 16.9% in the second quarter last year. For the nine 
months ended, gross profit was 15.7%, down from last year to date’s 16.3%. The decrease in 
margin for the year to date was due to the lower sales levels in 2014. 
 
Income from Operations 
 
Income from operations in the quarter came in at $4.0, a decrease of $7.5 from the record 
third quarter of 2013. For the nine months ended, income from operations was $19.8, down 
from the Company record prior year of $27.7, but still among the best nine months in Com-
pany history. Selling and administration expenses in the quarter were $6.1, up from $5.2 in 
the prior year. For the year to date, selling and administration were $19.6, compared to $16.1 
in 2013. Increased spending on marketing, salaries and travel are responsible for most of this 
increase. As a percentage of sales year to date, selling and administration expenses was 7.9%, 
an increase of 1.8% from the prior year. 
 
Net Earnings 
 
Net earnings were $1.1, down $7.3 from the prior year record third quarter earnings of $8.4. 
For the year to date, earnings were $10.8, down $7.3 from the record prior year to date of 
$18.1. These decreases were due to the decrease in sales coupled with the increase in selling 
and administration expenses and reduced foreign exchange gains. 
 
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 quarter was $3.0, a decrease of $10.1 from the same period last year. For the 
nine months ended, EBITDA was down, reaching $19.5 in 2014, down $10.2 from the record 
$29.9 in 2013. The decrease in income from operations and lower gain on foreign exchange, 
offset by the decrease in interest expense. 

Revenues (millions) 

Gross Profit (millions) 

Income from Operation (millions) 

EBITDA (millions) 

General Information 
 
The following discussion and analysis dated August 14, 2014 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 consoli-
dated 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. 

Net Earnings (millions) 
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Management Discussion & Financial Analysis 

 2010 2011 2012 2013 
     
1st Q  $     1,364       $       480 $     2,364 $     3,303 
2nd Q 691  437 4,150 6,426 
3rd Q 4,022    4,562 6,754 8,378 
4th Q  2,103     6,438 3,095 1,784 
     
Total   $     8,180     $  11,917        $   16,363 $    19,891 

2014 
 

$     4,745 
4,972 
1,108 

 
 

$   10,825 

Summary of Quarterly Results 
 
Sales in the third quarter were $77.1 down $22.0 from the record setting third quarter of 2013. As a result of this decline in 
sales, gross margin for the quarter was also down, hitting $10.1, a decrease from the record $16.7 in 2013. Increase spending 
in marketing, salaries and travel, as well as a large gain on foreign exchange in 2013 not being repeated in 2014 have resulted 
in a decrease in third quarter earnings to $5.0 from $6.4 in the prior year. Spending on research and development was higher 
in the quarter, which was partially offset by a gain recognized for selling some surplus assets. 
 

Cash Flow and Capital Resources 
 
Operating Activities 
 
Cash for the quarter was down $8.3 from March 31, 2014. Increases in inventories of $17.2 and 
repayments of long term debt of $1.3 accounted for much of the cash usage. Offsetting these 
were decreases in receivables of $8.7 and income taxes payable of $2.2. Net earnings contrib-
uted $1.1 for the quarter. 

Net Quarterly Income (millions) 

Working Capital 
 
Working capital is a measure of a 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 quarter end was $147.1, up $0.3 from June 30, 2013. Increased levels of inven-
tory and accounts receivable from 2013 are being offset by reductions in cash (increase in 
bank indebtedness) as well as increased accounts payable and accrued liabilities. 
 

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 (R&D) continued to be high. R&D spending for the quarter was up $0.2 from last year, coming in at $2.2. 
For the year to date, spending was $6.1, up $0.1 from 2013 Management believes this strategy will maintain the Company’s 
competitive position in the marketplace. Current demand for the Company’s new equipment lines, notably the DeltaTrack 
tractors, attest to this strategy paying off. 

Quarterly Net Earnings Results (000's) 

Net Cash Flow (millions) 

Management has diligently worked to control the investment in inventory in order to keep a 
strong cash position. As the Company invested in inventory for the anticipated high sales vol-
umes later in 2014, the inventory turns slowed in the second quarter of 2014 as compared to the 
second quarter of 2013. The current period saw turns of 1.3 times, compared to the prior year’s 
2.2. The Company expects this ratio to improve during the remainder of calendar 2014. 

Inventory Turns 
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Management Discussion & Financial Analysis 

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, loans 
from the Canadian Imperial Bank of Commerce, Heloval Holdings Ltd., and US Bank. 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 for-
eign 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 fac-
tors. 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. 

Asset Purchases (millions) 

Financing Activities 
 
The Company had an outflow of cash of $1.8, consisting of $1.3 for repayment of long term debt, $0.7 for repayment of ad-
vances from a related party, offset by a $0.2 decrease in long term receivables. This compares to a long term reduction of debt 
of $0.4 offset by a decrease of $0.2 in long term receivables in the prior year for a net financing of $0.2. 

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 $100.0 Canadian and $20.0 U.S. in credit facilities. 

Investing Activities 
 
Capital purchases of $0.9 in the quarter ended June 30, 2014 have increased from the $0.1 spent 
in the third quarter of the prior year. Proceeds on the sale of excess equipment were $0.1 in the 
third quarter of 2014, whereas in the same period of 2013 the proceeds were negligible. 
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Management Discussion & Financial Analysis 
 Accounting Policy Change 
 
During the first quarter, the Company adopted the changes to IFRS 10 - Consolidated Financial Statements, IFRS 11 - Joint 
Arrangements and IFRS 12 - Disclosure of Interests in Other Entities. The changes for IFRS 10 and 12 did not have a mate-
rial impact on the financial statements. IFRS 11 requires the Company to alter how it discloses its interests in joint ventures.  
Previously these were recorded using the proportionate consolidation method. The new standard requires the use of the equity 
method for these entities. As a result, the prior year balance sheet and statement of comprehensive income have been restated 
removing the effect that the joint venture had on the relevant items. These changes are disclosed in note 6 to the financial 
statements. 
 
Looking Forward 
 
The Company expects to see a decline in full year sales due to lower commodity prices. Commodity prices have declined and 
based on the current trend will result in lower farm income levels. Export sales to Eastern Europe have also dropped due to 
weaker commodity pricing and the political uncertainty in Russia and Ukraine. The Company continues to pursue new mar-
kets and products such as the new DeltaTrack tractors that have helped offset a softer machinery market. The U.S. dollar is 
expected to strengthen in the fourth quarter which will offset some of the anticipated margin loss due to a higher level of com-
petition for equipment sales. 
 
The Company expects cash flow to improve throughout the remainder of the year as inventory levels are projected to decline. 
 
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 cus-
tomers 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 be-
coming 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. 
 
Impairment of long-lived assets. On an ongoing basis, the Company estimates the useful life of long-lived assets such as prop-
erty, 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 impair-
ment 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 amortiza-
tion 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 insur-
ance recovery, certain matters could ultimately be resolved for amounts materially different to provisions or disclosures previ-
ously made by the Company. 
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Management Discussion & Financial Analysis 

 

Critical Accounting Estimates - continued 
 
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. 
 
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. 
 
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 limi-
tations 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 proce-
dures 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 June 
30, 2014 to provide reasonable assurance that the information being disclosed is recorded, summarized and reported as re-
quired. 
 
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 Canadian generally accepted accounting principles. 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 fi-
nancial 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 June 30, 2014 to provide reasonable assurance that the financial infor-
mation being reported is materially accurate. During the quarter ended June 30, 2014, there have been no changes in the de-
sign of the Company’s internal controls over financial reporting that have materially affected, or are reasonably likely to ma-
terially affect, its internal controls over financial reporting. 
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Consolidated Balance Sheet 
Unaudited (000's C$) June 30,  September 30,  June 30, 
 2014  2013  2013 
Assets   (note 6)  (note 6) 
    Current Assets      
       Cash (note 7) $                 -  $       24,160  $                 - 
       Accounts receivable 109,708  57,685  84,257  
       Income taxes receivable 3,586  1,844  3,608 
       Inventories (note 8) 210,292  153,325  151,519 
       Derivative financial instruments -  375  - 
       Prepaid expenses 1,600  1,427  3,989 
    Total Current Assets 325,186  238,816  243,373 
       Property, plant and equipment (note 9) 24,804  25,712  23,455 
       Intangible assets (note 10) 107  171  192 
       Long term receivables (note 11) 1,563  2,043  2,200 
       Deferred income tax assets (note 12) 18,098  13,783  13,384 
       Interests in joint ventures and other entities (note 13)       3,296  2,878  2,772 
Total Assets $     373,054  $     283,403  $    285,376 
      
Liabilities and Shareholders’ Equity      
    Current Liabilities      
       Bank indebtedness (note 7) $       75,216  $                 -  $        3,248 
       Accounts payable and accrued liabilities 91,128  80,043  78,963 
       Income taxes payable 7,270  9,258  9,720 
       Advances from related party (note 14) 624  3,570  - 
       Derivative financial instruments -  -  317 
       Current portion of long term debt (note 15) 3,847  4,580  4,341 
    Total Current Liabilities 178,085  97,451  96,589 
       Advances from related party (note 14) -  -  3,570 
       Deferred income tax liabilities (note 12) 81  109  59 
       Long term debt (note 15) 3,247  5,027  6,126 
    Total Liabilities 181,413  102,587  106,344 
                                       
Shareholders’ Equity      
       Share capital (note 16) 30,000  30,000   30,000 
       Retained earnings 161,641  150,816  149,032 
    Total Shareholders' Equity 191,641  180,816  179,032 
Total Liabilities and Equity $     373,054   $     283,403   $     285,376  
      
Contingency (note 21)      
      

Approved on behalf of the Board:      
Director: Director:     
Yury Ryazanov Dmitry Udras     
Chief Executive Officer   
August 14, 2014 August 14, 2014  

Chairman of the Board  
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Consolidated Statement of Comprehensive Income 
Unaudited nine months ended June 30 Q3 2014  YTD 2014  
(000's C$)     

Revenue (note 14) $   77,068  $ 250,696  
  Cost of goods sold 66,966  211,320  
Gross Profit 10,102 13.1% 39,376 15.7% 

     
  Selling & administration expenses 6,117 7.9% 19,570 7.8% 

Income From Operations 3,985 5.2% 19,806 7.9% 
     

  (Gain) loss on disposal of assets (34)  (124)  
  Interest income (105)  (250)  
  Interest expense 1,143  2,829  
  Loss (gain) on foreign exchange 452  (1,397)  

  Research and development costs 2,245  6,121  
     

Net Earnings Before Taxes 490 0.6% 13,044 5.2% 
     

  Current income taxes (note 12) 232  6,345  
  Deferred income taxes recovered (note 12) (850)  (4,126)  
     
  Total income taxes (618)  2,219  
     
Net Income and Comprehensive Income  $    1,108 1.4% $    10,825 4.3% 

Consolidated Statement of Change in Shareholders’ Equity  
For the nine months ended June 30     
(000's C$ except per share amounts) Q3 2014  YTD 2014  
     
Capital Stock,  
     beginning and end of period $   30,000  $   30,000  
     
Retained Earnings, beginning of period 160,533  150,816  
     Net income and comprehensive income 1,108  10,825  
     
Retained Earnings, end of period 161,641  161,641  
     
Shareholders’ Equity, end of period $ 191,641  $ 191,641   

     
Earnings per share     
Basic and fully diluted $      0.04  $      0.43  

  Share of income from interests in      

     

 

YTD 2013  
(note 6)  

  
$ 268,982  

225,191  
43,791 16.3% 

  
16,056 6.0% 

27,735 10.3% 
  

(53)  
(259)  
3,045  

(4,273)  
  

5,988  
  

23,786 8.8% 
  

7,282  
(1,603)  

  
5,679  

  
$   18,107 6.7% 

  
YTD 2013  
  

$   30,000  
  

130,925  
18,107  

  
149,032  

  
$ 179,032   

  
  

$      0.72   

Q3 2013  
(note 6)  

  
$  99,167  

82,453  
16,714 16.9% 

  
5,242 5.3% 

11,472 11.6% 
  

12  
(73)  

1,132  
(2,350)  

  

1,963  
  

10,949 11.0% 
  

3,435  
(864)  

  
2,571  

  
$    8,378 8.4% 

  
Q3 2013  

  

$   30,000  
  

140,654  
8,378  

  
149,032  

  
$ 179,032  

  
  
$       0.34  

       joint ventures and other entities (206)  (161)  (417)  (499)  
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Consolidated Statement of Cash Flows 
Unaudited nine months ended June 30 (000's C$) 2014  2013 

      
Cash provided by (used in) operating activities    
 Net income and comprehensive income $     10,825  $    18,107 
 Add (deduct) non-cash items    
  Depreciation of plant and equipment 3,802  3,030 
  Amortization of intangible assets 64  87 
  Gain on disposal of assets (124)  (53) 
  Gain on foreign exchange (1,397)  (4,273) 
  Deferred revenue -  (5) 
  Deferred income taxes recovered (4,126)  (1,603) 
  Share of income from interests in joint ventures and other entities (417)  (499) 
      

Net change in non-cash working capital balances     
 Accounts receivable (52,023)  (31,664) 
 Inventories (56,967)  (20,271) 
 Prepaid expenses (173)  (2,436) 
 Accounts payable and accrued liabilities 11,085  16,642 
 Income taxes receivable/payable (3,730)  (1,166) 

 Foreign exchange gain on the above items 3,261  4,551 
     
  (98,922)  (34,027) 
      
   (90,295)  (19,236) 
Investing activities    
 Purchase of plant and equipment (3,151)  (2,306) 
 Proceeds on sale of plant and equipment 315  97 

   (2,836)  (2,209) 
Financing activities    
 Decrease in long term receivable 480  465 

 Repayment of long term debt (2,513)  (1,279) 

   (4,979)  (814) 
      

Foreign exchange gain on (bank indebtedness) cash (1,266)  (282) 
      
Net cash used in the period (99,376)  (22,541) 
Cash, beginning of period 24,160  19,293 

Bank indebtedness, end of period $   (75,216)  $    (3,248)  
    

      

      

 8,627  14,791 

 Repayment of advances from related party (2,946)  - 

 Derivative financial instruments (375)  317 



12 

 

 

Notes to Consolidated Financial Statements 

3.     Significant Accounting Policies 
 
(a)     Basis of consolidation 
The interim 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. 
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 considera-
tion 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 subse-
quent settlement is accounted for within equity. 
 
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. Non-
monetary 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 recog-
nized 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 com-
prehensive income (“OCI”). 

2.     Basis of Presentation 
 
These unaudited interim consolidated financial statements have been prepared in accor-
dance with International Financial Reporting Standards (IFRS), using the same accounting 
policies the Company’s consolidated financial statements for the year ended September 
30, 2013. The unaudited interim consolidated financial statements are in compliance with 
IAS 34. Accordingly, certain information and note disclosure normally included in annual 
financial statements prepared in accordance with IFRS as issued by the International 
Accounting Standards Board (IASB) have been omitted or condensed. These interim 
consolidated financial statements should be read in conjunction with the Company’s 
annual consolidated financial statements for the year ended September 30, 2013.  
 
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 interim consolidated financial statements have been prepared under the historical-
cost convention, except that certain financial instruments are stated at their fair value. 
 
The interim consolidated financial statements were approved by the Board of Directors on 
August 14, 2014. 

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 ware-
housing  facilities in Canada and the United States of America (U.S.). The company pro-
duces farm equipment for sale in Canada, U.S. and overseas. 

3.     Significant Accounting Policies - continued 
 
(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 recov-
ery 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 over-
heads 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 and equipment 
Property and equipment are stated at cost less accumulated depreciation and any impair-
ment 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. Deprecia-
tion is calculated using the following methods to allocate the cost of assets less their 
residual values over their estimated useful lives as follows: 
 
 
 
 
 
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 
 
(h)     Income taxes  
Income tax expense comprises current and deferred tax. Income tax expense is recognized 
in the statement of comprehensive 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 differ-
ences 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 liabili-
ties are offset when there is a legally enforceable right to offset and when the deferred tax 
balances relate to the same income tax authority. 

Buildings 4 to 5% Straight line 
Equipment 20 to 100% Declining balance 
Computer equipment 30 to 100% Declining balance 
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Notes to Consolidated Financial Statements 

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 require-
ments 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 activi-
ties 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 appropri-
ate 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 assump-
tions or estimates could result in a material change in the recoverable amount. 
 
No impairment losses have been recognized in the current fiscal year nor in 2013. 
 
(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 Com-
pany 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 deter-
mined. 
 
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. IFRS requires 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. The Company's SRED credits are recorded 
on the balance sheet after review of the relevant accounting pronouncements. 
 
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 re-
quired 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 consoli-
dated balance sheet 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.  

3.     Significant Accounting Policies - continued 
 
(i)     Research and Development Expenses: 
Research and development expenses are expensed in the period in which the costs are 
incurred. 
 
(j)     Interest in joint ventures 
The company accounts for its interest in joint ventures using the equity method. 
 
(k)    Interest in other entities 
The Company accounts for its interest in other entities where there is no significant influ-
ence at fair value. 
 
(l)     Cash/bank indebtedness 
Cash/bank indebtedness includes cash on hand, bank overdrafts and bankers accep-
tances. Bank overdrafts are repayable on demand. Bank overdrafts and bankers accep-
tances 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. 
 
(m)     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 receiv-
ables, available-for-sale financial assets, or other financial liabilities. All financial instru-
ments, 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 equiva-
lents (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 instru-
ments 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 amor-
tized 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 specu-
lative purposes. The Company may utilize derivative instruments in the management of its 
foreign currency and interest rate exposures. 
 
FVTPL financial instruments 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. 
 
(n)     Derivative financial instruments 
 
The Company operates principally in Canada and the United States, which gives rise to 
risks that its income and cash flows may be adversely impacted by fluctuations in foreign 
exchange rates. The Company enters into foreign currency forward contracts to manage 
foreign exchange exposures on accounts receivables expected to be recovered in US 
dollars. 
 
The fair value of each contract is included on the consolidated balance sheet within de-
rivative financial instrument assets or liabilities, depending on whether the fair value was 
in an asset or liability position. Changes in fair value are recognized in the consolidated 
statement of comprehensive income through gains/losses on foreign exchange. 
 
(o)     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 comprehen-
sive 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 period. 
 
(p)     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 gener-
ates cash inflows from continuing use that are largely independent of the cash inflows of 
other assets or groups of assets. 

3. Significant Accounting Policies - continued 
 
(p)   Impairment - continued 
 
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 differ-
ence 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 recog-
nized 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 impair-
ment loss was recognized. 
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Notes to Consolidated Financial Statements 
4.     Critical Accounting Estimates and Judgments - continued 
 
(d)    Income taxes - continued 
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 as-
sessment 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)    Financial instruments - measurement: 
IFRS 9 “Financial Instruments” was issued in November 2009, introducing new require-
ments for the classification and measurement of financial assets. IFRS 9 was amended in 
October 2010 to include requirements for the classification and measurement of financial 
liabilities and for derecognition. IFRS 9 retains but simplifies the mixed measurement 
model and establishes two primary measurement categories for financial assets: amor-
tized cost and fair value. The basis of classification depends on an entity’s business model 
and the contractual cash flow of the financial asset. Classification is made at the time the 
financial asset is initially recognized, namely when the entity becomes a party to the 
contractual provisions of the instrument. With regard to the measurement of financial 
liabilities designated as fair value through profit or loss, IFRS 9 requires that the amount of 
the change in the fair value of the financial liability, that is attributable to changes in the 
credit risk of that liability, is presented in other comprehensive income, unless the recogni-
tion of the effects of changes in the liability’s credit risk in other comprehensive income 
would create or enlarge an accounting mismatch in the statement of income. Changes in 
fair value attributable to a financial liability’s credit risk are not subsequently reclassified 
to the statement of income. Previously, the entire amount of the change in the fair value of 
the financial liability designated as fair value through profit or loss was presented in the 
statement of income. IFRS 9 is effective for annual periods beginning on or after January 
1, 2015. The Company is currently assessing the impact of this new standard on its con-
solidated financial statements. 
 
(a)    Financial instruments - presentation: 
In December 2011, the IASB issued an amendment to the application guidance in IAS 32 
“Financial Instruments: Presentation” to clarify some of the requirements for offsetting 
financial assets and financial liabilities on the statement of financial position. The amend-
ments do not change the current offsetting model in IAS 32 but instead clarify that the 
right of offset must not be contingent on a future event. It also must be legally enforceable 
for all counterparties in the normal course of business, as well as in the event of default, 
insolvency or bankruptcy. The amendments also clarify that gross settlement mechanisms 
with features that both (i) eliminate credit and liquidity risk and (ii) process receivables 
and payables in a single settlement process, are effectively equivalent to net settlement. 
The clarifications to the application guidance in IAS 32 are to be retrospectively applied, 
with an effective date for annual periods beginning on or after January 1, 2014. While the 
Company is currently assessing the impact of this new standard, management does not 
expect the standard to have a significant impact on the Company’s consolidated financial 
statements. The new standard will be adopted by the Company in 2014. 

6.     Change in accounting policy 
 
During the period, the Company adopted the new provisions in IFRS 11 - Joint arrange-
ments. Where previously the Company presented any joint ventures using the proportion-
ate consolidation method, the Company now accounts for these using the equity method. 
 
As a result of this change, the balance sheets for the periods ending June 30, 2013 and 
September 30, 2013 changed as follows: 

June 30, 2013 As presented Adjustments As restated 
    
Accounts receivable $       86,561 $         (2,304) $       84,257  
Income taxes receivable 3,608 - 3,608 
Inventories 151,975 (456) 151,519 
Prepaid expenses 3,990 (1) 3,989 
         
Total Current Assets 246,134 (2,761) 243,373 
Property, plant and equipment 23,499 (44) 23,455 
Intangible assets 192 - 192 
Long term receivables 2,200 - 2,200 
Deferred income tax assets 13,384 - 13,384 
Investments in joint ventures and    
  other entities 152 2,620 2,772 
    
Total Assets $    285,561 $        (185) $    285,376 

    
Bank indebtedness $         3,248 $                 - $         3,248 
Accounts payable and accrued liabilities 79,111 (148) 78,963 
Income taxes payable 9,757 (37) 9,720 
Derivative financial instruments 317 - 317 
Current portion of long term debt 4,341 - 4,341 
    
Total Current Liabilities  96,774 (185) 96,589 
Deferred income tax liabilities 59 - 59 
Advances from related parties 3,570 - 3,570 
Long term debt 6,126 - 6,126 
    
Total Liabilities 106,529 (185) 106,344 
    
Share Capital 30,000 - 30,000 
Retained Earnings 149,032 - 149,032 
Total Shareholder Equity 179,032 - 179,032 
    
Total Liabilities and Equity $     285,561 $         (185) $    285,376 

September 30, 2013 As presented Adjustments As restated 
    
Cash $      24,160 $                 - $     24,160  
Accounts receivable 59,911 (2,226) 57,685 
Income taxes receivable 1,844 - 1,844 
Inventories 153,834 (509) 153,325 
Derivative financial instruments 375 - 375 
Prepaid expenses 1,489 (62) 1,427 
    
Total Current Assets 241,613 (2,797) 238,816 
Property, plant and equipment 25,751 (39) 25,712 
Intangible assets 171 - 171 
Long term receivables 2,043 - 2,043 
Deferred income tax assets 13,783 - 13,783 
Investments in joint ventures and    
  other entities 152 2,726 2,878 
    
Total Assets $    283,513 $        (110) $    283,403 

    
Accounts payable and accrued liabilities $      80,128 $        (85) $       80,043 
Income taxes payable 9,283 (25) 9,258 
Advances from related parties 3,570 - 3,570 
Current portion of long term debt 4,580 - 4,580 
    
Total Current Liabilities  97,561 (110) 97,451 
Deferred income tax liabilities 109 - 109 
Long term debt 5,027 - 5,027 
    
Total Liabilities 102,697 (110) 102,587 
    
Share Capital 30,000 - 30,000 
Retained Earnings 150,816 - 150,816 
Total Shareholder Equity 180,816 - 180,816 
    
Total Liabilities and Equity $     283,513 $         (110) $    283,403 

6.     Change in accounting policy - continued  
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8.     Inventories (000's C$) June 30 Sept. 30 

Finished goods $ 134,761 $     82,074  
Work in process 4,495 4,674 
Raw materials 71,036 66,577 

 $ 210,292 $   153,325  

   
 2014 2013 

During the quarter, inventories in the amount of $47,030 (2013 - $65,236) were ex-
pensed to cost of sales. For the nine months ended June 30, 2014, $153,430 (2013 - 
$173,258) was expensed. 
 
The carrying value of inventories is pledged as security against the Company’s credit 
facility. 

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

 Land Buildings Equipment 
Computer 
equipment Total 

Cost $ 3,575 $  26,245 $   51,491 $     7,617 $  88,928 
Accumulated depreciation - (13,792) (44,023) (6,783) (64,598) 
Sept. 30, 2012 net book 
value 3,575 12,453 7,468 834 24,330 
Additions - 282 4,784 791 5,857 
Disposals - - (144) (7) (151) 
Depreciation - (899) (2,841) (584) (4,324) 
Sept. 30, 2013 net book 
value 3,575 11,836 9,267 1,034 25,712 
Additions - 6 2,855 290 3,151 
Disposals - - (257) - (257) 
Depreciation - (664) (2,629) (509) (3,802) 
June 30, 2014 net book 
value $ 3,575 $  11,178 $     9,236 $        815 $  24,804 

Recorded as: 

 Land Buildings Equipment 
Computer 
equipment Total 

      
Cost $ 3,575 $  26,565 $   54,813 $     6,773 $   91,726 
Accumulated depreciation - (14,729) (45,546) (5,739) (66,014) 
Sept. 30, 2013 net book 
value $ 3,575 $  11,836 $     9,267 $      1,034 $   25,712 

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

 Total 
Cost $         426 
Accumulated depreciation (147)- 
September 30, 2012 net book value 279 
Depreciation (108) 
September 30, 2013 net book value 171 
Depreciation (64) 
June 30, 2014 net book value $        107 

The Company reviewed its intangible assets for indicators of impairment. No assets were 
identified as impaired. 

10. Intangible assets (000’s C$) 
 
The Company’s intangible assets consist of customer lists and patents. 

 Land Buildings Equipment 
Computer 
equipment Total 

      
Cost $ 3,575 $  26,571 $   55,962 $     7,063 $   93,171 
Accumulated depreciation - (15,393) (46,726) (6,248) (68,367) 
June 30, 2014 net book 
value $ 3,575 $  11,178 $     9,236 $        815 $   24,804 

Three months ended June 30, 2013 As presented Adjustments As restated 
    
Revenue $    100,069 $           (902) $     99,167  
Cost of goods sold 83,103 (650) 82,453 
    
Gross profit 16,966 (252) 16,714 
Selling & administration expenses 5,269 (27) 5,242 
    
Income from operations 11,697 (225) 11,472 
    
Loss on disposal of assets 12 - 12 
Interest income (73) - (73) 
Interest expense 1,132 - 1,132 
Gain on foreign exchange (2,346) (4) (2,350) 
Share of income from joint venture - (161) (161) 
Research and development costs 1,963 - 1,963 

    
Net earnings before taxes 11,009 (60) 10,949 
    
Current income taxes 3,495 (60) 3,435 
Deferred income taxes (864) - (864) 
    
Total income taxes 2,631 (60) 2,571 
    
Net Income and Comprehensive Income $         8,378 $                   - $          8,378 

The change in policy also affected the statement of consolidated statement of comprehen-
sive income for the three and nine months ended June 30, 2013, as follows: 

Notes to Consolidated Financial Statements 

7.     Credit Facilities (000’s C$) 
 
The Company has available a financing facility in the amount of $100,000. This facility is a 
one year revolving line of credit  shared equally under a club agreement between the Bank 
of Montreal and the Bank of Nova Scotia. The credit facility is secured by a general 
security agreement and assignment of specific receivables and inventory in Canada and 
the US. The financing facility is at Bankers Acceptance rates plus stamping fees. At June 
30, 2014, the amount drawn on this facility is $70,422 (September 30, 2013 - $Nil). 
 
The Company also has a financing facility with Export Development Canada (EDC) in the 
amount of $20,000 USD. This facility is secured by specific receivables and can be 
borrowed on at LIBOR plus stamping fees. At June 30, 2014 the amount drawn on this 
facility is $Nil (2013 - $Nil). This facility is in place until June 6, 2015 and is to be used for 
funding growth overseas. 

6.     Change in accounting policy - continued  

Nine months ended June 30, 2013 As presented Adjustments As restated 
    
Revenue $    271,731 $       (2,749) $    268,982  
Cost of goods sold 227,163 (1,972) 225,191 
    
Gross profit 44,568 (777) 43,791 
Selling & administration expenses 16,142 (86) 16,056 
    
Income from operations 28,426 (691) 27,735 
    
Gain on disposal of assets (53) - (53) 
Interest income (259) - (259) 
Interest expense 3,045 - 3,045 
Gain on foreign exchange (4,265) (8) (4,273) 
Share of income from joint venture - (499) (499) 
Research and development costs 5,988 - 5,988 
    
Net earnings before taxes 23,970 (184) 23,786 
    
Current income taxes 7,466 (184) 7,282 
Deferred income taxes (1,603) - (1,603) 
    
Total income taxes 5,863 (184) 5,679 

    
Net Income and Comprehensive Income $       18,107 $                   - $        18,107 

  
Cost $         426 
Accumulated depreciation (255) 
September 30, 2013 net book value $        171 

 Total 

  
Cost $         426 
Accumulated depreciation (319) 
June 30, 2014 net book value $         107 

Recorded as: 
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Income taxes paid during the period were $2,663 (Q3 2013 - $1,552). For the nine 
months ended June 30, 2014, the taxes paid were $10,345 (2013 - $8,631). 
 
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 June 30 Sept. 30 
 2014 2013 
   
Property, plant, equipment and intangibles $         (78)  $        (177) 
Warranty 3,436 3,057 
SRED credits 8,469 7,863 
Taxable losses carried forward to future periods 3,988 1,457 

Temporary timing differences 2,283 1,684 
 $   18,098 $    13,783 
   
Deferred income tax liabilities June 30 Sept. 30 
 2014 2013 
   
Property, plant, equipment and intangibles $            81  $       110 
Warranty - (1) 
 $            81  $       109 

Derivative financial instruments - (101) 

 2014 2013 
    

Current portion (included in accounts receivable)  $        637  $         622 
Long Term receivables 1,563 2,043 

   $     2,200   $     2,665  

11.     Long Term Receivables (000's C$) June 30 Sept. 30 

Long term receivables are secured by property. The 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: 
 
 2014 $ 637 (included in accounts receivable) 
 2015  656 
 2016      676 
 2017      231 
 2018 - 

14.     Related Party Transactions (000's C$)   June 30 Sept. 30 
   2014 2013 
     

$  37,462 $ 15,291 
Advances from controlling shareholder   624 3,570 
     
 2014 Q3 2013 Q3 YTD 2014 YTD 2013 
     
Net sales to controlling shareholder $    6,880 $    4,282 $ 40,191 $  31,160 

Accounts receivable from controlling shareholder  

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): 

 2014 Q3 2013 Q3 

   

Salaries, fees and short term employee benefits $      395 $     349 

YTD 2014  YTD 2013 

  

$    1,358 $   1,328 

Combined Canadian federal and provincial 
income tax rate 27.0% 27.0% 27.0% 27.0% 
     
Foreign tax rate differences applied to losses 24.2 (1.5) (3.1) (2.6) 
Losses carried back to prior years 
at higher tax rates (0.0) (0.0) (0.0) (0.3) 
SR&ED credits earned (90.0) (1.2) (4.8) (2.6) 
Non-taxable foreign exchange (45.2) 1.0 0.9 (0.8) 
Non-taxable portion of capital losses (gains) (3.2) (0.0) (0.3) (0.1) 
Permanent differences and other (38.9) (1.8) (2.7) 3.6 
     
Effective income tax rate (126.1)% 23.5% 17.0% 24.2% 

12.     Income Taxes (000's C$) 2014 Q3 2013 Q3 
   
Current year $       263  $   3,330  
Adjustment for prior years (31) 105 
   
Current income tax provision $       232 $   3,435 

   
Origination and reversal of timing differences    $    (116)    $    (204)  

SR&ED credits earned (257) (133) 

             
Deferred tax recovery $    (850) $    (864) 

Losses carried forward to future periods (477) (527) 

YTD 2014 YTD 2013 
  

$   6,409  $   7,013  
(64) 269 

  
$   6,345 $   7,282 

  
$    (989)    $       (27)  

(2,531) (961) 

(606) (615) 

  
$ (4,126) $ (1,603) 

13. Investments in joint ventures and other entities (000’s C$) 
 
The Company has a joint venture operating as Bradley Steel Processors Inc. and miscella-
neous minority shareholdings in various entities.  
 
The summarized financial information of the Company’s share of the investments in joint 
ventures and other entities is as follows: 

Balance sheet information   
As at: June 30 Sept. 30 
 2014 2013 
Assets   
Current $   3,243 $  2,797 
Non-current 186 191 
   
Total Assets $   3,429 $  2,988 
   
Liabilities   
Current $       133 $     110 
Non-current - - 
   
Total Liabilities 133 110 
   
Equity $   3,296 $  2,878 

Income statement information     
     
Period ended 2014 Q3 2013 Q3 2014 YTD 2013 YTD 
     
Revenues $  1,144 $     902 $  2,719 $  2,753 
     
Profit from continuing operations $     276 $     220 $     570 $     682 
     
Net income and comprehensive income $     215 $     161 $     417 $     499 
     
Other information     
     
Dividends received from joint ventures and 
other entities $           - $            - $         3 $          3 
     
Depreciation $          3 $           4 $         9 $        13 
     
Income tax expense $       76 $        60 $     154 $     184 
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 2014 Q3 2013 Q3 

 Ag Non-Ag Ag Non-Ag 

Revenue $   76,933 $       135 $     99,005 $        162 

Interest income 88 17 52 21 

Interest expense 1,143 - 1,132 - 

Net income and comprehensive income 1,142 (34) 8,251 127 

Assets 365,340 7,714 278,161 7,215 

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 June 30, 2014, the Company was in compliance with this requirement, and manage-
ment believes that production levels will continue to be met during the time period set out 
in the contract with Industry Canada. 

15.     Long Term Debt (000’s C$) June 30 Sept. 30 
 2014 2013 
   
Heloval Holdings Ltd., bearing interest of 1.5%  $     2,154 $           2,060  
due on demand    
     
State of South Dakota, monthly payments of $13 US 836 905 
including interest at 3%, due February 2015   
   
CIBC, quarterly payments of $375 plus monthly  2,625 4,125 
interest as indicated in note 6, due February 2016   
   
U.S. Bank, monthly payments of $8 US, plus interest at 1,479 1,494 
2% plus the monthly LIBOR rate, due June 2016   
   
BMO, repaid during the period - 773 
   
State of North Dakota, repaid during the period - 250 
 7,094 9,607 

Less: Current portion   3,847 4,580 

Long term portion   $     3,247  $           5,027  

These loans are all secured by company assets. 
 
Principal payments over the next 5 years are as follows: 

2014 $     3,847   2017 $              - 
2015 3,229  2018 - 
2016 18    

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

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

 June 30, 2014  Sept. 30 2013   
 Shares   Shares  
Issued Class A common 25,000  $ 30,000   25,000  $30,000  

There are no options outstanding as at June 30, 2014 nor at September 30, 2013. 

17.     Interest Paid (000’s C$) 2014 Q3 2013 Q3 
   

Operating loan $    1,206 $       968 

Long term debt 31 80 
 $    1,237 $    1,048 

YTD 2014 YTD 2013 
  

$   2,604 $    2,585 

151 218 
$    2,755 $    2,803 

18.     Expenses by Nature (000’s C$) 2014 Q3 2013 Q3 
   

Raw materials and consumables used $  52,784 $  70,120 
Depreciation and amortization 1,429 1,097 
Personnel expenses 19,311 16,309 
Freight 1,804 2,132 
 $  75,328 $  89,658 

YTD 2014 YTD 2013 
  

$175,538 $190,527 
3,866 3,117 

51,197 47,570 
6,410 6,021 

$237,011 $247,235 

19.     Segmented Information (000’s C$) 

 Canada U.S. CIS Other 
Revenue  $    29,526 $ 38,042 $   7,885 $    1,615 
Net income and comprehensive income 424 551 111 22 
Property, plant, and equipment 15,769 8,868 167 - 

  2014 Q3  

Intangible assets - 107 - - 

 

 Canada U.S. CIS Other 
Revenue  $    38,994 $ 51,373 $   5,267 $    3,533 
Net income and comprehensive income 2,927 4,445 726 280 
Property, plant and equipment  14,112 9,176 167 - 

  2013 Q3  

Intangible assets - 192 - - 

CIS is the Commonwealth of Independent States, including Russia, Kazakhstan and 
Ukraine. 
 
The Company has organized its business between agricultural and non-agricultural opera-
tions due to the differences in the products and approaches in marketing and manufactur-
ing in both segments.  The agricultural equipment segment produces a wide variety of 
agricultural equipment, whereas the non-agricultural operations consist primarily of cus-
tom metal fabrication.  

The accounting policies of the segments are the same as described in note 3 for 
significant accounting policies.  The Company accounts for inter-segment sales at current 
market prices.  Revenue from the top two customers in the third quarter of 2014 were 
$6.9 million and $3.8 million, both in the agricultural segments.  For the same period of 
fiscal 2013, the top two customers were $21.1 million and $2.7 million, also both in the 
agricultural segments. 
 
For the nine months ended June 30, 2014, revenue from the top two customers were 
$40.2 million and $8.7 million, both in the agricultural segments.  For the same period of 
fiscal 2013, the top two customers were $31.2 million and $7.0 million, also both in the 
agricultural segments. 

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 251,000 Buhler Industries Inc. shares. During the 
period, the company contributed $Nil to the plan (2013 - $Nil). 

 
Nine months ended 

June 30, 2014 
Nine months ended 

June 30, 2013 

 Ag Non-Ag Ag Non-Ag 

Revenue $   250,313 $       383 $  268,500 $        482 

Interest income 195 55 182 77 

Interest expense 2,829 - 3,045 - 

Net income and comprehensive income 10,587 238 17,954 153 

19.     Segmented Information (000’s C$) - continued  

 Nine months ended June 30, 2014 
 Canada U.S. CIS Other 

Revenue  $    83,098 $ 111,424 $ 47,116 $    9,058 
Net income and comprehensive income 3,425 4,657 2,307 436 

 Nine months ended June 30, 2013 
 Canada U.S. CIS Other 

Revenue  $    85,590 $137,798 $ 38,488 $     7,106 
Net income and comprehensive income 5,673 9,342 2,607 485 

Interest expense includes interest on bank indebtedness, long term debt, floor plan inter-
est and interest on taxes payable. 
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23.   Financial Instruments (000’s C$) 
 
The following presents the carrying value and fair value of the Company’s financial instru-
ments: 

  June 30, 2014  

Financial Asset/Liability Classification 

Carried at 
cost/ 

Amortized cost 
Carrying/ 
Fair Value 

Bank indebtedness Loans and receivables $   (75,216)  
Accounts receivable Loans and receivables 109,708  
Derivative financial 
instruments FVTPL  - 
Long term receivables Loans and receivables 1,563  
Accounts payable and 
accrued liabilities Other liabilities (91,128)  
Advances from related party Loans and receivables (624)  

Long term debt Other liabilities (7,094)  

 

Hierarchy 
Level 

1 
1 

2 
1 

1 
1 

1 

  September 30, 2013  

Financial Asset/Liability Classification 

Carried at 
cost/ 

Amortized cost 
Carrying/ 
Fair Value 

Cash Loans and receivables $ 24,160  
Accounts receivable Loans and receivables 57,685  
Derivative financial 
instruments FVTPL  375 
Long term receivables Loans and receivables 2,043  
Accounts payable and 
accrued liabilities Other liabilities (80,043)  
Advances from related party Loans and receivables (3,570)  

Long term debt Other liabilities (9,607)  

 

Hierarchy 
Level 

1 
1 

2 
1 

1 
1 

1 

Financial instruments include cash/bank indebtedness, accounts receivable, derivative 
financial instruments, long term receivables, accounts payable and accrued liabilities, 
advances from related party and long term debt. Except for the long term receivables 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 fair value of the derivative financial instruments has been estimated based on current 
market rates for such vehicles, which is impacted by the current exchange rate between 
the Canadian and US dollars. As at June 30, 2014, the company had no derivative finan-
cial instruments. The estimated fair value of the derivative financial instruments as at June 
30, 2014 therefore was a $Nil (September 2013 - asset of $375). 
 
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 June 30, 2014 is $1,553 (September 30, 2013 - $2,003). 

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 func-
tion. 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. 
 
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 indebted-
ness outstanding at June 30, 2014, a 1% increase/decrease in the rate being charged to 
the Company would result in a $728 (Q3 2013 - $63) decrease/increase in net earnings. 
 
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 is 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 mar-
kets. 
 
Foreign Exchange Risk 
The Canadian dollar is the Company’s functional currency. The Company operates primar-
ily 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 June 30, 2014, a one-cent strengthening/weakening in the period-end foreign 
exchange rate from Canadian dollars to U.S. dollars would have increased/decreased net 
earnings by $592 (Q3 2013 - $812). 
 
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 foreign currency forward contracts 
to further mitigate these fluctuations when the natural hedges are forecasted to be insuffi-
cient. 

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 Com-
pany’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 Com-
pany is subject to certain covenants.  These are reviewed monthly to ensure compliance.  
As at June 30, 2014 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$) - continued 
 
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 June 30, 2014 is $6,286 (September 30, 2013 - $8,381).  
 
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 mar-
kets 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. 
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 2014 2015 2016 2017 2018 
Post 
2018 Total 

Accounts payable 
and accrued  
liabilities $91,128 $         - $          - $          - $      - $        - $91,128 
Long term debt 3,847 3,229 18 - - - 7,094 
Advances from 
related party 624 - - - - - 624 

Total $95,599 $3,229 $      18 $          - $      - $        - $98,846 

 June 30, 2014 Sept. 30, 2013 
   
Current - neither impaired nor past due $      107,749 $        57,290 
Not impaired but past the due date;   
Within 30 days 757 244 
31-60 Days 418 91 
Over 60 days 1,105 588 
 110,029 58,213 
Less: Allowance for doubtful accounts (321) (528) 
Total receivables, net $      109,708 $        57,685 

 June 30, 2013 Sept. 30, 2013  
   
Balance, beginning of period $        (528) $          (671) 
  Provisions for the period, net of recoveries 93 23 
  Uncollectible amounts written off 122 129 
  Foreign exchange impact (8) (9) 
Balance, end of period $       (321) $         (528) 

Notes to Consolidated Financial Statements 
24. Financial Risk Management (000’s C$) - continued 
 
Liquidity Risk 
The 2014 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 liabili-
ties: 

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

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 uncollect-
ible, 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 bal-
ances outstanding based on the status of the receivable in relation to when the receivable 
was due and payable and related allowance for doubtful accounts: 
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Directors, Officers and Senior Management  
Name Office Principal Occupation 
Dmitry Udras Chairman/Officer Director General, Novoe Sodrugestvo, CJSC 
Yury Ryazanov Director/Chief Executive Officer Vice President, Novoe Sodrugestvo, CJSC 
Konstantin Babkin Director Chairman of the Board of Directors, Novoe Sodrugestvo, CJSC 
Oleg Gorbunov Director Board Member, Oil Alliance Commercial Bank, Russia 
Allan Stewart, B.A., LL.B. Director Lawyer, Thompson Dorfman Sweatman LLP 
John Buhler Director President, Highland Park Financial Inc. 
Dmitry Lyubimov Officer President, Buhler Industries Inc. 
Maxim Loktionov Officer Vice President, Buhler Industries Inc. 
Grant Adolph, P.Mgr Officer Chief Operating Officer, Buhler Industries Inc. 
Willy Janzen, C.G.A., B.Comm. Officer Chief Financial Officer, Buhler Industries Inc. 
   

Min Lee, I.S.M. Management Chief Information Officer, Buhler Industries Inc. 
Todd Trueman, C.I.M. P.Mgr Management Director of Human Resources, Buhler Industries Inc. 
Adam Reid Management Director of Marketing, Buhler Industries Inc. 

Chad Gray Management Director of Sales, Tractor Division 
Jim Smith Management Director of Sales, Farm King Division 
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Ten Year Summary 
SUMMARY OF OPERATIONS 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 
Reported standards utilized GAAP GAAP GAAP GAAP GAAP GAAP GAAP IFRS IFRS IFRS 

       
Revenue  206,130   202,319   175,067   166,189   218,955  284,072 209,634 282,728 361,234 343,947 
Cost of goods sold  168,529   165,275   141,138   137,694   175,077  232,814  172,278 239,488 305,480 285,678 
Gross profit 37,601   37,044   33,929   28,495  43,878  51,258 37,356 43,240 55,754 58,269 
Selling & admin. expense 16,290   16,206     16,863     16,544  16,476  18,975 19,093 20,897 23,292 22,644 
Income from operations    21,311     20,838     17,066     11,951     27,402  32,283 18,263 22,343 32,462 35,625 
Gain on sale of capital assets     (2,010)        (119)        (801)     (3,689)   (1,512) (3,247) (3,477) (1,184) (1,213) (74) 
Interest income - - - - - - - (557) (553) (300) 
Interest expense (income)          (328) 62  2,414     585  2,089 1,148 1,407 3,004 3,507 4,459 
Amortization      6,812       6,411       6,133       4,768       3,933  4,070 3,584 - - - 
Foreign exchange (gain) loss - - - - - - - (1,940) 2,705 (3,479) 
Research & development exp.      2,903       3,342       3,183       2,003       2,621  8,820 7,534 7,480 8,375 8,533 
Non-controlling interest         884          700          555          246             -      - - - - - 
Net earnings before taxes    13,050     10,442       5,582       8,038   20,271  21,492 9,215 15,540 19,641 26,586 
Income taxes (expense) recovery (1,324)  (1,111)  (1,176)  (26)  (15,812)  (7,104) (1,035) (3,623) (3,278) (6,695) 
Extraordinary items - - - - 7,211 - - - - - 
NET EARNINGS      11,726       9,331       4,406       8,012     11,670  14,388 8,180 11,917 16,363 19,891 
CASH FLOW SUMMARY           
Capital asset purchases      4,470       7,515       2,815       3,151       3,294  2,088 4,039 9,662 2,444 5,857 
Long-term debt incurred            -               -               -               -               -              807   2,437 17,068 - - 
Reduction of long-term debt      3,628       3,360       3,315       3,315     18,852  1,305 1,368 1,550 5,949 2,139 
Dividends paid      2,990       3,500       3,750       7,500             -              - - - - - 
Net cash flow    15,778     13,132       8,079     11,640     25,843  18,958 11,295 16,287 21,203 24,336 
Net cash (bank indebtedness)    15,360    (17,129)   (39,203)    10,733     14,512  (6,591) (4,772) (10,515) 19,293 24,160 
BALANCE SHEET SUMMARY           
Cash, receivables and prepaids    51,222     38,138  43,202     49,420  64,860  68,764 57,573 74,422 79,849 87,779 

Inventory    73,762   105,979  104,888     69,668  74,492  87,731 102,573 126,998 131,703 153,834 
Total current assets  124,984   144,117   148,090   119,088  139,352  156,495 160,146 201,420 211,552 241,613 
Total assets  167,044   186,512   184,960   161,865  178,583  193,817 197,203 241,733 250,755 283,513 
Total current liabilities    37,570     58,087  66,969     42,999  63,634  63,422 58,947 78,065 78,624 97,561 
Total short and long term debt    29,870     45,398     61,813     19,011  760  1,198 2,189 17,695 11,746 9,607 
Total liabilities    75,998     96,407  87,065     63,458  68,506  69,352 64,558 97,171 89,830 102,697 
Total shareholders equity    91,407     97,233     97,895     98,407  110,077  124,465 132,645 144,562 160,925 180,816 
Shares o/s (avg. in millions)        24.3         25.0         25.0         25.0   25.0  25.0 25.0 25.0 25.0 25.0 
Working capital    87,414  86,030 81,121     76,089  75,718  93,073 101,199 123,355 132,928 144,052 
DATA PER COMMON SHARE           
Revenue  $    8.47   $    8.09   $    7.00   $    6.65   $    8.76  $     11.36 $       8.39 $     11.31 $14.45 $13.76 
EBITDA        0.95         0.69         0.57         0.54         1.34  1.07 0.57 0.89 1.10 1.41 
Price to EBITDA          6.8         10.9           11.9         13.5           3.8  4.9 10.2 6.3 4.9 4.5 
EBIT        0.54         0.42         0.22         0.32         1.27  0.91 0.42 0.72 0.90 1.23 
Net earnings        0.48         0.37         0.18         0.32  0.47  0.57 0.33 0.48 0.65 0.80 
Net earnings, no extraordinary item 0.48 0.37 0.18 0.32 0.18 0.57 0.33 0.48 0.65 0.80 
Price to earnings      15.25       27.34       31.77       21.53        11.51  9.21 17.61 11.75 8.17 8.04 
Cash flow        0.76         0.53         0.42         0.41         1.03  0.76 0.45 0.65 0.85 0.97 
Dividends paid        0.13         0.14         0.15         0.30         0.00  0.00 0.00 0.00 0.00 0.00 
Closing share price        7.20         7.35         5.60         6.90         5.41  5.25 5.81 5.60 5.35 6.40 
Shareholders' equity        3.76         3.90         3.92         3.94         4.40  4.98 5.31 5.78 6.44 7.23 
STATISTICAL DATA           
Current ratio          3.3           2.5           2.3           2.8           2.2  2.5 2.7 2.6 2.7 2.5 
Interest bearing debt/ equity ratio            -             0.2           0.4           0.1             -    0.1 0.2 0.1 0.1 0.1 

Inventory turnover          2.3           1.6           1.3           2.0           2.4  2.7 1.8 1.9 2.4 2.0 
Gross margin (% of revenue) 18.2% 18.3% 19.4% 17.1% 20.0% 18.0% 17.8% 15.3% 15.4% 16.9% 
Selling & Admin. (% of revenue) 8% 8% 10% 10% 8% 7% 9% 7% 6% 7% 
EBITDA (% of revenue) 10% 9% 8% 7% 16% 9% 7% 8% 8% 10% 
Net earnings (% of revenue) 6% 5% 3% 5% 5% 5% 4% 4% 5% 6% 
Return on average capital 12% 8% 5% 7% 12% 12% 6% 8% 10% 11% 
Return on average equity 14% 10% 5% 8% 11% 12% 6% 9% 11% 12% 

In thousands of Canadian dollars (except per share amounts)  


