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Management Discussion & Financial Analysis

|
Certain statements made in the following Managemad&iscussion and Analysis contain forward-lookstgtements
including, but not limited to, statements concegnimssible or assumed future results of operatibmihler Industries Inc.
(the Company). Forward-looking statements repretten€Company’s intentions, plans, expectationstelgfs, and are not
guarantees of future performance. Such forwardita@pktatements represent the Company’s currentsviased on
information as at the date of this report. Theyime risks, uncertainties and assumptions and trapgany’s actual results
could differ, which in some cases may be mateiriain those anticipated in these forward-lookingestaents. Unless
otherwise required by applicable securities law,@mmpany disclaims any intention or obligatioptdlicly update or revise
this information, whether as a result of new infatimn, future events or otherwise. The Companyicastinvestors not to
place undue reliance upon forward-looking statement

Company Overview

The Company is headquartered in Winnipeg, Manit@amada. Established in 1932 as an agriculturapeatgnt
manufacturer, the original company was purchasedbby Buhler in 1969. Through expansion, new prtsdacd
acquisitions, the Company has experienced progmetsteady growth.

Over the years, many brands have joined Buhlersimeis: Farm King, Ezee-On, Allied, Inland and \&ile. Today the
Company operates several modern manufacturingspéant distribution centers. Factories in Morden \afidnipeg
(Manitoba), Vegreville (Alberta), Fargo (North Da&d, Salem (South Dakota) and Willmar (Minnesotacotractors,
sprayers, front-end loaders, augers, snow bloweosyers, seeding and tillage equipment, compactamphts and more. In
addition, the Company maintains several well-stdgkarts warehouses.

In 2007, Combine Factory Rostselmash Ltd, a mayantine manufacturer located in Rostov-on-Don, Ryssiquired 80%
of the common shares of the Company. The Compantynees to grow with additional investment in erggring, research
and development and production. The dealer/didtahunetwork in North America remains steady, hoarethe Rostselmash
network adds more than 200 dealers in Russia, b&rand Kazakhstan that provides for additionalssgiewth into the
future.

Buhler Industries remains committed to continuotslpct improvement and incorporating new value-ddéatures. That
tradition of excellence will continue well into tlgure.

_ - -
Te Nn Ye ar H |g h | |g htS In thousands of Canadian dollars (except per skameunts)

Year ended Sept. 30 2006 2007 2008 2009 2010 2011012 2 2013 2014 2015
GAAP GAAP GAAP GAAP GAAP IFRS IFRS IFRS IFRS IFRS

Revenue 175,067 166,189 218,955 284,072 289,879,495 357,749 340,349 325,5245,676
Gross profit 33,929 28,495 43,878 58,2 37,356 42,297 54,858 57,318 47,7302,266
GP% 19.4% 17.1% 20.0% 18.0% 17.8% %5.1153% 16.8% 14.7% 9.1%
Income from operations 17,066 11,951 4@7Z 32,283 18,263 21,588 31,750 34,789 22,401012)
As percentage of revenue 10% 7% 13% 11% 9% 8% 9% % 10 7% (2%)
Net earnings 4,406 8,012 11,670 14,388 8,180 11,918,363 19,891 12,458(5,316)
Earnings per share (EPS) 0.18 0.32 0.47 0.57 0.33.48 0 0.65 0.80 0.50 (0.21)
EPS without EOI 0.18 0.32 0.18 0.57 0.33 0.48 0.650.80 0.50 (0.21)
EBITDA 14,129 13,391 33,504 26,710 14,206 22,131,227 34,927 24,081 (6,489)
Total assets 184,960 161,865 178,583 193,8172@97,241,355 250,569 283,403 362,8889,029
Working capital 81,121 76,089 75,718 93,073 199, 120,827 130,863 141,365 148,22430,989
Shareholders’ equity 97,895 98,407 110,077 124,482,645 144,562 160,925 180,816 193,2787,958
Book value per share 3.92 3.94 4.40 4.98 5.31 5.786.44 7.23 7.73 7.52
Return on average capital 5% 7% 12% 12% 6% 8% 10% 1% 1 6% (3%)
Return on average equity 5% 8% 11% 12% 6% 9% 11% % 12 7% (3%)

In this table, IFRS refers to the Internationaldfioial Reporting Standards. GAAP refers to thea@am Generally Accepted Accounting Principles thate the standard until 2011.

3



Management Discussion & Financial Analysis

.|
General Information

The following discussion and analysis dated May2[,6 was prepared by management and should béreadjunction
with the consolidated financial statements preparetcordance with International Financial Repagrtstandards (IFRS).
The following discussion and analysis is preseimedillions of Canadian dollars except where othiseanoted. The consol-
idated financial statements include the accountl&ubsidiaries. All subsidiaries in the Unite@i8s operate with the U.S.
dollar as the functional currency, while the Compand all its Canadian subsidiaries operate wighGhanadian dollar as the
functional currency.

Highlights Sales (millions C$)
Revenue 120

100
Revenue for the quarter was $81.0, up $16.3 franptior year second quarter. Revenue = &
the first six months of 2016 was $117.3, down $m 2015. Weak commodity prices ”
continue to contribute to reduce sales levelstierGompany. Sales in North America have
declined from the prior years, particularly in ti&. Sales to Eastern Europe have increas o
significantly, especially in the second quarter. 218 1415 16

Gross Profit Gross Profit (millions C$)
For the second quarter of 2016, gross profit wad,&wn from the prior year second qu j:
ter of $8.4. As a percentage of sales, gross prafit 6.7%, a decrease of 6.2% from the 2
second quarter of 2015. For the six months endedViadl, 2016, gross profit was $1.3,
down $14.2 from the same period last y&moss profit declined as sales discounts were
increased resulting from a highly competitive marfke sales of farm equipment and re-
duced efficiencies in manufacturing resulting frdma reduced production levels. Finally
and most significantly, the high level of Canadsates has been negatively offset by the
unfavorable exchange rate on purchases made irolli8«d

°© w o o

12 13 14 15 16

Income from Operations (millions C$)

Income from Operations 2

Income from operations came in at ($1.2), a deer&asn the $1.8 seen in the prior year’s
second quarter, primarily due to the decreasedagprofit. For the six months ended, in-
come from operations was ($11.5), down from $2.20m5. Selling and administration ex-
penses for the quarter were $6.6, comparable Wélptior year's second quarter of $6.5.

For the year to date, selling and administrativeemses were $12.8, down from the prior

year's $13.4. As a percentage of sales, sellingaaiministration for the quarter was 8.2%,
down from the prior year percentage of 10.1%, prilpaue to the increase in revenues. et Earnings (millions C$)

Net Earnings °
Net earnings of $1.5 were up from earnings of $6r4he second quarter of 2015. For the
year to date, net earnings were ($7.2), down frard $ the prior year. Contributing to the
increased earnings for the quarter was a $4.3agasale of intellectual property and toolir
from an obsolete product line offset by decreasarhim and a recovery of income taxes
relating to prior years that did not repeat in¢herent year.

4
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12 13 14 15 16

EBITDA EBITDA (millions C$)

EBITDA is the earnings before interest, income saxkepreciation and amortization, and i 1
considered to be a useful measure of the cashfftmw operations of the Company. ’
EBITDA for the second quarter of 2016 was $2.8from the prior second quarter of $1.2. °
For the six months ended March 31, 2016, EBITDA {#89), compared to the prior )
year’'s $0.3. The decrease was due primarily t@#woeease in income from operations, z
which was offset in the quarter by the gain on.sale S

=



Management Discussion & Financial Analysis

Working Capital Working Capital (millions C$)
Working capital is a measure of company's abititgischarge its current obligations by ®
using its current assets. The Company continubs o a strong position as the working
capital at quarter end was $118.0, down $26.2 (aBf2om same period in the prior year.
Accounting for the change were decreases in acsaantivable of $4.3, inventories of
$28.6 and increases in accounts payable and ackabddies of $0.8, offset by increases -
in income taxes receivable/payable of $2.5 andgidepxpenses of $0.7. 0

125

100

Research and Development

Consistent with the Company’s strategy over thé pageral years, the Company continues to invetstardevelopment of
new products for the future so expenditures foeaesh and development continued to be high. Irs¢ieend quarter of 2016
the Company spent $2.4, compared to $2.5 for tiwe pear. Current year to date spending was $4€8pared to the prior
year $4.4. Management believes this strategy walntain the Company’s competitive position in therketplace.

Quarterly Net Earnings Results0o00's C$) Net Quarterly Income (millions C$)
2012 2013 2014 2015 2016 o =
13
6 14 12 14
1stQ $ 2,364% 3,303% 4,745%  1,$178,694) L2l . N zoo
2nd Q 4150 6,426 4,972 387 1,534 15 Yo 16
3rd Q 6,754 8,378 1,108 264 ° 15t Quarer ond Qurter 9 Quater ah Quar

4th Q 3095 1,784 1633 (7,479 K
Total $ 16,363$ 19,891$ 12,458% (5,%L6]7,160) &

Summary of Quarterly Results 16

Sales for the second quarter increased over tlendaquarter of 2015, largely due to the Easterropeain market, as lower
commodity prices have continued to decrease thedéror tractors in North America, particularlythe US. Revenue for
the quarter of $81.0 generated a gross profit of §8d net earnings of $1.5. Gross margin contitésce pressures from
the competitive market. Also contributing to theame of the quarter was a gain on sale of intelEqiroperty and tooling
from selling the rights to an obsolete product.line

Cash Flow and Capital Resources Net Cash Flow(millions C$)
Operating Activities

Cash for the quarter was down $8.7 from Decembg@15, coming in at an indebtedness o

$83.9. Net earnings of $1.5 and decreases in inviestof $22.8 and income taxes of $2.8 wt '
offset by increases in accounts receivable of $88cbaccounts payable and accrued liabilitic =
of $8.0 as well as $2.8 for repaying long term debt

12 13 u 15 16

Inventory Turns
25

The increase in sales has led to a rise in thentovg turns, going from 1.60 in the second qui,,

ter of 2016 from the prior year's 1.03, an increas84.5%. Management expects this ratio tc

continue to improve throughout the year.

1.0
0.5

0.0



Management Discussion & Financial Analysis

Investing Activities Asset Purchases (millions C
Cash received during the quarter for investingvitiets was $3.7, compared to cash used of

$0.3 in the second quarter of 2015. Spending oitad@ssets in 2016 was $0.8, compared to

$0.4 in the prior year. Proceeds on the sale afalagssets was $4.5 in 2016, whereas less tt

$0.1 was received in 2015. °

Financing Activities

The Company had an outflow of cash during the guatt $2.7 for repayment of long term debt, a netéase in advances to
a related party of $1.9, offset by foreign exchaofy$0.1 for a net of $4.5. This compares to theord quarter of 2015
where the Company saw an outflow of $0.9 for repaytnof long term debt offset by foreign exchang&@= for a net out-
flow of $0.7.

Resources

In order for the Company to operate and grow, cwetil funding resources are required. The Compasgéneral options
for funding available to it such as cash in thekp@ash provided by operations and acquiring nelot.dénder the current
agreements in place, the Company has access 1@ $88adian in credit facilities.

Risks and Financial Instruments

The Company recognizes that net earnings are edgosshanges in market interest rates, foreign a&xgé rates, prices of
raw materials and risks regarding the financialditton of customers. These market conditions agelexly monitored and
actions are taken when appropriate. Despite thbadstemployed to manage these risks, future flticlusin interest rates,
exchange rates, raw material costs and customaditiom can be expected to impact net earnings.

The Company may enter into fixed-rate debt to minénthe risk associated with interest rate flugaret. In addition, the
Company may employ hedging programs to minimizeifpr exchange risks associated with the changéeiaalue of the
Canadian dollar relative to the U.S. dollar. To étéent possible, the Company maximizes naturakogy hedging by
matching inflows from sales in either currency wthtflows of costs and expenses denominated isahee currency. A
portion of the remaining exposure to fluctuatiom&xchange rates may be mitigated with forwardaptibn contracts.

The Company currently has a variable interest lzaedit. Should future cash requirements resultititional debt be taken
on, management would evaluate the financing optmadable at that time and take a course of adtiahis in the best in-
terests of the Company in the long term. Curremllyof the financing needs of the Company are dpanet by the bank cred-
it facility, which carries a low rate of variabletérest.

With respect to foreign exchange, the Company masagk by use of the natural hedge that existsdet the U.S. dollar
denominated accounts receivables and accounts lpaydbere a large difference in this hedge is gdied, forward for-
eign exchange contracts may be entered into tgatéithe risk. Purchases of foreign exchange ptedorcthe purpose of
speculation are not permitted. Transactions arg @miducted with certain approved financial ingtitns. Fluctuations in
foreign exchange rates represent a material expdsuthe Company’s financial results. Hedging pamgs employed may
mitigate a portion of exposures to short-term flations in foreign currency exchange rates. The @2my's financial results
over the long term will be affected by sizeablerges in the value of the Canadian dollar relativithe U.S. dollar.

Credit risk arises from cash held with banks amdlitrexposure to customers, including outstandoapants receivable. The
Company assesses the credit quality of custonaisig into account their financial position, pagperience and other fac-
tors. Management regularly monitors customer ciledits, performs credit reviews and, in certaiises, insures accounts
receivable balances against credit losses. Norsthealinexpected deterioration in the financial ¢@rdof a customer can
have a negative impact on net earnings in the adefault.
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________________________________________________________________________________________________________________|
Looking Forward

Sales for the remaining part of the year are exgokttt be in line with first and second quarter saBales and profitability for
the year are projected to be lower as demand facwdral equipment continues to be off in 201Gagsult of lower com-
modity prices. Dealer inventory in Canada and thddd States for four wheel drives has droppedsttoivest point in the
last few years. Company inventory levels have bisn dropping to reflect the reduced demand ardtavitinue to drop in
2016 increasing cash flow. Gross margin and opwgatiargin continue to be weak due to reduced ptamuefficiencies
created by lower sales. In addition, increased aiditipn for equipment sales will lead to lower magydue to additional
sales programs being added. Finally, the weakeadian dollar continues to have a significant negaitnpact on the Com-
pany with parts purchased in US dollars with th¢omiy of sales projected to be done in Canadardytiie year.

Critical Accounting Estimates

The Company believes the following accounting eatés are critical to determining and understanthiegoperating results
and the financial position of the Company.

Allowance for doubtful account§he Company estimates allowances for potentiabbsssulting from the inability of cus-
tomers to make required payments of accounts rabkivAdditional allowances may be required iffinencial condition of
any customer deteriorates.

Allowance for inventory obsolescendé&e Company estimates allowances for potentiak®sssulting from inventory be-
coming obsolete and that cannot be processed aswltbto customers. Additional allowances may logiired if the physical
condition of inventory deteriorates or customenuisgments change.

Impairment of property, plant and equipment andgible assetsAn integral component of impairment testing is dete-
ing the asset’s recoverable amount. The determimati the recoverable amount involves significaahagement judgment,
including projections of future cash flows and &ppropriate discount rates. The cash flows arerelérfirom financial fore-
casts and do not include restructuring activitied the Company is not yet committed to or sigaificfuture investments
that will enhance the asset’s performance. Quiditdactors, including market presence and treslength of customer
relationships, strength of local management, stfeafjdebt and capital markets, and degree of biditiain cash flows, as
well as other factors, are considered when makésgraptions with regard to future cash flows andaghyeropriate discount
rate. The recoverable amount is most sensitiveaaliscount rate used for the discounted cash el as well as the ex-
pected future cash inflows and the growth rate fisedxtrapolation purposes. A change in any ofdigaificant assump-
tions or estimates could result in a material cleanghe recoverable amount.

Contingencies and litigatiorshould a lawsuit or claim be brought against thenany, management would assesses the
potential financial exposure of the Company. Ireassg any probable losses, the amount of possileance recoveries
will be projected. The Company accrues such liaddiwhen a loss becomes probable and the net drabthe loss can
reasonably be estimated. Due to the inherent uain&#gs relating to the eventual outcome of litigatand potential insur-
ance recovery, certain matters could ultimatelydsalved for amounts materially different to pramis or disclosures previ-
ously made by the Company.

Warranty obligation The Company offers warranties for its sale afipment. Management estimates the related provision
for future warranty claims based on historical \&aty claim information, as well as recent trends thight suggest that past
cost information may differ from future claims.

Factors that could impact the estimated claim imfation include the success of the Company’s pradticand quality initi-
atives, as well as parts and labor costs.

Income taxesEstimation of income taxes includes evaluatingrdwoverability of deferred tax assets based orsaessment
of the Company’s ability to utilize the underlyifigure tax deductions against future taxable incbefere they expire. The
Company’s assessment is based upon existing taxdad estimates of future taxable income. If tees@ment of the Com-
pany’s ability to utilize the underlying future taeductions changes, the Company would be reqtoreetognize more or
fewer of the tax deductions as assets, which wdetitease or increase the income tax expense petiw in which this is
determined.
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________________________________________________________________________________________________________________|
Critical Accounting Estimates - continued

The Company makes claims for Scientific ResearchEatperimental Development (SRED) expenditures whie included

in deferred taxes. The amounts recorded are bastttedCompany's interpretation of the Income Takdf&anada provi-
sions which govern the eligibility of SRED costfi€lclaims may be subject to review by the Canademe Agency (CRA)
before refunds are received. Actual collection haymaterially different than what is recorded ie fimancial statements. The
Company is currently challenging CRA in court igaeds to certain of its SRED credits and belieties it will be successful
in defending its SRED claim. The Company's SRERitseare recorded on the balance sheet after revidhe relevant ac-
counting pronouncements.

The Company is subject to taxation in multiplegdictions. Significant judgment is required in detming the worldwide
provision for taxation. There are many transactimmd calculations for which the ultimate tax deti@ation is uncertain dur-
ing the ordinary course of business. The Compariytaias provisions for uncertain tax positions tidielieves appropriately
reflect its risk with respect to tax matters undetive discussion, audit, dispute or appeal wixhatathorities, or which are
otherwise considered to involve uncertainty. Thasisions for uncertain tax positions are madagisnanagement’s best
estimate of the amount expected to be paid basedqoialitative assessment of all relevant factdemagement reviews the
adequacy of these provisions at each consolidatkothbe sheet date. However, it is possible thedmae future date an addi-
tional liability could result from audits by taxirmuthorities. Where the final tax outcome of thewsters is different from the
amounts that were initially recorded, such diffeenwill affect the tax provisions in the periodathich such determination is
made.

The operations and organizational structure ofdbmpany are complex, and related tax interpretatimyulations and legis-
lation are continually changing. As a result, there usually some tax matters in question thattrgsuncertain tax positions.
The Company approaches uncertain tax positions &diability or exposure perspective. The Compargrjles for future
liabilities in respect of uncertain tax positioneere additional tax may become payable in futureodse and such provisions
are based on management’s assessment of exposures.

Disclosure Controls and Internal Controls
Disclosure Controls

Management is responsible for establishing and taiaimg disclosure controls and procedures in otdgrovide reasonable
assurance that material information relating toGleenpany is made known to them in a timely mannerthat information
required to be disclosed is reported within timequs prescribed by applicable securities legistatiThere are inherent limi-
tations to the effectiveness of any system of d®ale controls and procedures, including the piisgibf human error and
the circumvention or overriding of the controls gmmdcedures. Accordingly, even effective disclostoetrols and procedures
can only provide reasonable assurance of achigkigigcontrol objectives. Based on management’tuatian of the design
and effectiveness of the Company’s disclosure otsyeind procedures, the Company’s Chief Executiffie€ and Chief Fi-
nancial Officer have concluded that these con@als procedures are designed and operating effgctigeof March 31, 2016
to provide reasonable assurance that the informaiging disclosed is recorded, summarized and teghais required.

Internal Controls Over Financial Reporting

Management is responsible for establishing and taiaimg adequate internal controls over finanoigarting to provide rea-
sonable assurance regarding the reliability ofrfaial reporting and the preparation of financiakesiments for external purpos-
es in accordance with IFRS. Internal control systemo matter how well designed, have inherent éitiihs and therefore can
only provide reasonable assurance as to the eféeetss of internal controls over financial repaytiincluding the possibility
of human error and the circumvention or overridiighe controls and procedures. Based on managénussign and testing
of the effectiveness of the Company’s internal oaetover financial reporting, the Company’'s Chiskcutive Officer and
Chief Financial Officer have concluded that thesetmls and procedures are designed and operdfeieely as of March
31, 2016 to provide reasonable assurance thairthecial information being reported is materialgcarate. During the period
ended March 31, 2016, there have been no changks design of the Company’s internal controls dieancial reporting

that have materially affected, or are reasonakbjlyito materially affect, its internal controlsesfinancial reporting.



Consolidated Balance Sheet

Unaudited (000's C$) March 31, September 30, March 31,
2016 2015 2015
Assets
Current Assets
Accounts receivable (note 14) $ 92,058 $ 73,103% 96,326
Income taxes receivable 4,281 4,905 3,714
Inventories (note 7) 189,241 201,463 217,840
Prepaid expenses 3,054 2,547 2,388
Total Current Assets 288,634 282,018 320,268
Property, plant and equipment (note 8) 22,282 22,817 23,865
Intangible assets (note 9) - - 43
Long term receivables (note 10) 2,187 2,187 1,692
Advances to related party (note 14) 1,809 - -
Deferred income tax assets (note 11) 32,235 28,023 23,201
Interests in joint ventures and other esditinote 12) 4,327 3,984 3,769
Total Assets $ 351,474 $ 339,029 $ 372,838

Liabilities and Shareholders’ Equity
Current Liabilities

Bank indebtedness (note 6) $ 83,898 $ 52,830% 83,605
Accounts payable and accrued liabilitiesénit) 85,878 93,055 85,133
Income taxes payable 854 2,475 2,803
Current portion of long term debt (note 14) - 2,669 4,529
Total Current Liabilities 170,630 151,029 176,070
Deferred income tax liabilities (note 11) 46 42 52
Long term debt (note 13) - - 1,543
Total Liabilities 170,676 151,071 177,665

Shareholders’ Equity

Share capital (note 15) 30,000 30,000 30,000
Retained earnings 150,798 157,958 165,173
Total Shareholders' Equity 180,798 187,958 195,173
Total Liabilities and Equity $ 351,474 $ 339,029 $ 372,838

Contingency (note 20)

Approved on behalf of the Board:

Director: Director:

Yury Ryazov Dmitry Udras

Chief Executive Officer Chairman of the Board
May 12, 2016 May 12, 2016
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Consolidated Statement of Comprehensive (Loss) Inowe

YTD YTD
Unaudited six months ended March 31 (000's C$) Q2 2016 Q2 2015 2016 2015
Revenue(note 14) $ 81,048 $64,695 $117,346 $ 124,833
Cost of goods sold (note 14) 75,601 56,340 116,040 109,333
Gross Profit 5447 67%  8,355129% 1,306 11% 15,50012.4%
Selling & administration expenses 6,636 820  6,545101% 12,843 109% 13,42710.8%
(Loss) Income from Operations (1,189)15%) 1,810 28% (11,537) (9.8%) 2,073 1.7%
Gain on disposal of assets (note 14) (4,304) (31) (4,328) (58)
Interest income (85) (63) (106) (148)
Interest expense 1,227 798 2,105 1,641
Gain on foreign exchange (844) (498) (416) (63)
Share of income from interests in joint
ventures and other entities (253) (160) (350) (256)
Research and development costs 2,409 2,511 4,299 4,417
Net Earnings (Loss) Before Taxes 66bswn  (747)12w) (12,741)109%) (3,460)2.8%)
Current income taxes (recovered) (note 11) 240 1,937 (924) 25
Deferred income taxes recovered (note 11),113) (3,071) (4,657) (5,384)
Total income taxes recovered (873) (1,134) (5,581) (5,359)
Net Income (Loss) and
Comprehensive Income (Loss) $ 15341943 387 06ud (7,160) (6.100S 1,899 50

Consolidated Statement of Change in Shareholders’dtiity

For the six months ended March 31 YTD YTD
(000's C$ except per share amounts) Q2 2016 Q2 2015 2016 2015
Capital Stock,

beginning and end of period $30,000 $ 30,000 $ 30,000 $ 30,000
Retained Earnings, beginning of period 149,264 164,786 157,958 163,274

Net income (loss) and

comprehensive income (loss) 1534 387 (7,160) 1,899

Retained Earnings, end of period 150,798 165,173 150,798 165,173
Shareholders’ Equity, end of period $180,798 $195,173  $ 180,798 $ 195,173

Earnings (loss) per share
Basic and fully diluted $ 006 $ 002 $ (0.29 $ 0.08
10



Consolidated Statement of Cash Flows

Unaudited six months ended March 31 (000's C$) 2016 2015
Cash provided by (used in) operating activities
Net income and comprehensive income $ (7,160) $ 1,899
Add (deduct) non-cash items
Depreciation of plant and equipment 1,741 2,202
Amortization of intangible assets - 42
Gain on disposal of assets (4,328) (58)
Gain on foreign exchange (416) (63)
Deferred income taxes recovered (4,657) (5,384)
Share of income from interests in joint ventured ather entities (350) (256)
(15,170) (1,618)
Net change in non-cash working capital balances
Accounts receivable (18,955) (1,135)
Inventories 12,222 (4,751)
Prepaid expenses (507) (669)
Accounts payable and accrued liabilities (7,177) (17,867)
Income taxes receivable/payable (997) (3,543)
Foreign exchange gain on the above items (2,208) 8,935
(17,622) (19,030)
(32,792) (20,648)
Investing activities
Purchase of property, plant and equipment (1,281) (1,333)
Proceeds on sale of property, plant and equipment 4,504 104
3,223 (1,229)
Financing activities
Increase in advances to related party (1,895) -
Repayment of long term debt (2,706) (1,368)
Foreign exchange loss on the above items 123 583
(4,478) (785)
Foreign exchange loss on bank indebtedness 2,979 (9,228)
Net cash used in the period (31,068) (31,890)
Bank indebtednesspeginning of period (52,830) (51,715)
Bank indebtednessend of period $(83,898) $(83,605)
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Notes to Consolidated Financial Statements

1. Basis of Operations

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

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

2. Basis of Presentation
The Company prepares its consolidated financial statements in accordance with Interna-
tional Financial Reporting Standards.

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

The consolidated financial statements have been prepared under the historical-cost
convention, except that certain financial instruments are stated at their fair value.

The consolidated financial statements were approved by the Board of Directors on May
12, 2016.

3. Significant Accounting Policies

(@) Basis of consolidation

The consolidated financial statements include the accounts of the Company and its active
wholly-owned subsidiaries, Buhler Versatile Inc., Buhler Trading Inc., Buhler Ezee-On Inc.,
B.l.l. Fargo, Inc., Buhler Versatile (USA) Inc., Implement Sales Co. Inc., Haskett Properties
Inc., ISCO Inc., Progressive Manufacturing Ltd., John Buhler Inc., Amarillo Service and
Supply Inc., and Buhler Finance 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 elimi-
nated.

(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 the Company’s subsidiaries is the currency of the
primary economic environment in which the entity operates. Transactions in foreign cur-
rencies 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 transla-
tion are recognized in net income, except for exchange differences arising on the transla-
tion of financial instruments qualifying as a cash flow hedge, which are recognized directly
in other comprehensive income (“OCI”).

(d) Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable, net of
estimated returns, rebates and discounts, and after the elimination of intercompany sales.
Revenue is recognized when the risks and rewards of ownership have transferred to the
customer. No revenue is recognized if there are significant uncertainties regarding 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.
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3. Significant Accounting Policies - continued

(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, plant and equipment are stated at cost less accumulated depreciation and any
impairment losses. Cost includes any directly attributable costs, borrowing costs on quali-
fying 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 proper-
ty and equipment have different useful lives, they are accounted for as separate items.
Depreciation is calculated using the following methods to allocate the cost of assets less
their residual values over their estimated useful lives as follows:

410 5%
20 to 100%
30 to 100%

Straight line
Declining balance
Declining balance

Buildings
Equipment
Computer equipment

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.

(8) Intangible assets
Intangible assets are stated at cost less accumulated amortization and any impairment
losses.

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.

() Research and development expenses

The company expenses all research costs as they are incurred unless they meet the
criteria for deferral in accordance with IAS 38 Intangible Assets. No such development
costs have been deferred to date.
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3. Significant Accounting Policies - continued

(i) Interest in joint ventures and other entities

The company accounts for its interest in joint ventures using the equity method.

Interests in other entities where there is no significant influence are recorded at fair value

(k) Cash/bank indebtedness

Cash/bank indebtedness includes cash on hand, bank overdrafts and bankers acceptanc-
es. Bank overdrafts are repayable on demand. Bank overdrafts and bankers acceptances
form an integral part of the Company’s cash management and are included as a compo-
nent of cash/bank indebtedness for the purpose of the statement of cash flows.

() 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 receiva-
bles, 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 liabili-
ties, d) interests in other entities - fair value through profit and loss, e) derivatives - fair
value through profit and loss and f) long term debt - other liabilities. 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.

(m) 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 receivable expected to be recovered in US dol-
lars.

The fair value of each contract is included on the consolidated balance sheet within deriv-
ative 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.

(n) 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 year.

(0) 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.

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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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.

(@ 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 were recognized in the second quarter, nor year to date, of fiscal
years 2016 or 2015.

(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. The amounts recorded are
based on the Company's interpretation of the Income Tax Act of Canada provisions which
govern the eligibility of SRED costs. The claims may be subject to review by the Canada
Revenue Agency (CRA) before refunds are received. Actual collection may be materially
different than what is recorded in the financial statements. The Company is currently
challenging 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 (note 11).

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.

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.



Notes to Consolidated Financial Statements

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.

(@  Financial Instruments

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, which has yet to be adopted, retains but simplifies
the mixed measurement model and establishes two primary measurement categories for
financial assets: amortized 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 meas-
urement of financial liabilities designated as fair value through profit or loss, IFRS 9 re-
quires 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 comprehen-
sive income, unless the recognition 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. In November 2013, a
new general hedge accounting standard was issued, forming part of IFRS 9. It will more
closely align with risk management. This new standard does not fundamentally change the
types of hedging relationships or the requirement to measure and recognize ineffective-
ness, however it will provide more hedging strategies that are used for risk management
to qualify for hedge accounting and introduce more judgment to assess the effectiveness
of a hedging relationship. Another revised version of IFRS 9 was issued in July 2014
mainly to include i) impairment requirements for financial assets and ii) limited amend-
ments to the classification and measurement requirements by introducing a fair value
through other comprehensive income measurement category for certain simple debt
instruments. IFRS 9 is effective for annual periods beginning on or after January 1, 2018
with early adoption permitted. The Company is currently assessing the impact of this new
standard and does not intend to early adopt IFRS 9 in its consolidated financial state-
ments.

(b) Revenue From Contracts With Customers

IFRS 15 “Revenue From Contracts With Customers” was issued in May 2014, specifying
the steps and timing for recognizing revenue. The new standard also requires more in-
formative, relevant disclosures. IFRS 15 supersedes IAS 11 “Construction Contracts” and
IAS 18 “Revenue”, as well as various IFRIC and SIC interpretations regarding revenue.
IFRS 15 is effective for annual periods beginning on or after January 1, 2017 with early
adoption permitted. The Company is currently assessing the impact of this new standard
and does not intend to early adopt IFRS 15 in its consolidated financial statements.

(c) Property, Plant and Equipment and Intangibles

Amendments to IAS 16 “Property, Plant and Equipment” and IAS 38 “Intangible Assets”
were issued in May 2014, prohibiting the use of revenue based depreciation for property,
plant and equipment and significantly limiting the use of revenue-based amortization for
intangible assets. These amendments are effective for annual periods beginning on or
after January 1, 2016 and are to be applied prospectively. The Company does not expect
the amendments to have any impact on its consolidated financial statements.

(d) Financial Statement Presentation

Amendments to IAS 1 “Presentation of Financial Statements” were issued in December
2014 as part of the IASB’s major initiative to improve presentation and disclosure in
financial reports. These amendments are effective for annual periods beginning on or after
January 1, 2016 with early adoption permitted. The Company is currently assessing the
impact of these amendments.

6. Credit Facilities (000’s C$)

The Company has available a financing facility in the amount of $90,000. This facility is a
one year revolving line of credit shared 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 and/or LIBOR rates plus stamping
fees. At March 31, 2016, the amount drawn on this facility is $79,805 (September 30,
2015 - $64,723). (Bank indebtedness) cash balances of $(4,094) (September 30, 2015—
$11,893) have been (added to) netted with this facility.

This facility expired March 28, 2016 and a new agreement is in discussion.

7. Inventories (000's C$) March 31 Sept. 30
2016 2015

Raw materials $ 56,551 $ 49,933
Work in process 5,542 5,532
Finished goods 127,148 145,998
$ 189,241 $ 201,463

7. Inventories (000's C$) - continued

During the period, inventories in the amount of $59,002 (2015 - $38,719) were expensed
to cost of sales. For the six months ended March 31, 2016, $84,272 (2015 - $73,541)
was expensed.

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

8. Property, Plant and Equipment (000’s C$)

Computer
Land Buildings  Equipment equipment Total

Cost $3575 $ 26571 $ 57,299 $ 7,150 $ 94,595
Accumulated depreciation - (15,609) (47,707) (6,478) (69,794)
Sept. 30, 2014 net book

value 3,575 10,962 9,592 672 24,801
Additions - 1,236 1,086 409 2,731
Disposals - - (117) - (117)
Depreciation - (874) (3,248) (476) (4,598)
Sept. 30, 2015 net book

value 3,575 11,324 7,313 605 22,817
Additions - 44 1,181 56 1,281
Disposals - - (75) - (75)
Depreciation - (447) (1,191) (103) (1,741)

March 31, 2016 net book

value $3575 $ 10,921 $ 7,228 $ 558 $ 22,282

Recorded as:

Computer
Land Buildings Equipment equipment Total
Cost $3575 $ 27,807 $ 57681 $ 7,559 $ 96,622
Accumulated depreciation - (16,483) (50,368) (6,954) (73,805)

Sept. 30, 2015 net book

value $3575 $ 11,324 $ 7,313 $ 605 $ 22,817
Cost $3575 $ 27,8561 $ 58480 $ 7,610 $ 97,516
Accumulated depreciation - (16,930) (51,252) (7,052) (75,234)

March 31, 2015 net book

value $3,575 $ 10921 $ 7,228 $ 558 $ 22,282

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

Included in property, plant and equipment is $294 of equipment not being depreciated as
the assets are not yet in use (September 30, 2015 - $244).

9. Intangible Assets (000’s C$)

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

Total
Cost $ 426
Accumulated amortization (341)
Sept. 30, 2014 net book value 85
Amortization (85)
Sept. 30, 2015 net book value -
Amortization -
March 31, 2016 net book value $ -
Recorded as:
Total
Cost $ 426
Accumulated depreciation (426)
Sept. 30, 2015 net book value $ -
Total
Cost $ 426
Accumulated depreciation _ (426)
March 31, 2016 net book value $ -

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

March 31 Sept. 30

2016 2015

Current portion (incl. in accounts receivable) $ - $ -
Long term receivables 2,187 2,187
$ 2,187 $ 2,187

Long term receivables are secured by property. The receivable carries interest at 5.00%
and is due October 2017.

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

2016 $ Nil (included in accounts receivable)

2017 2,187

2018 Nil

2019 Nil

2020 Nil
11. Income Taxes (000's C$) Q22016 Q22015 YTD 2016 YTD 2015
Current year $ 236% 2,174$ (888)% 3,256
Adjustment for prior years 4 (237) (36) (3,231
Current income tax provision $ 240 $ 1937$ (924)$ 25
Origination and reversal of timing differences $ (759)$ (2,805)$ (4,101)$ (4,904)

SR&ED credits earned (354) (266) (556) (480)

Deferred tax recovery $ (1,113)$ (3,071 $ (4.657)$ (5,384)

Combined Canadian federal and provincial

income tax rate 27.0% 27.0% 27.0% 27.0%
Foreign tax rate differences applied to

profits (losses) (21.3) 66.2 4.1 23.6
Adjustments for prior years 0.6 31.8 0.3 93.6
SR&ED credits earned (53.6) 73.2 4.4 18.7
Foreign exchange impact on foreign future 28.7 5.2 3.5 10.3
Non-taxable foreign exchange (47.5) (56.0) 1.6 (15.8)
Non-taxable portion of gain (loss)

on disposal of assets (72.9) 1.2 4.6 0.5
Permanent differences and other 6.9 3.2 @7 (3.0)
Effective income tax rate 132.1%) 151.8% 43.8% 154.9%

Income taxes (recovered) paid during the period were $(2,549) (Q2 2015 - $141).
For the six months ended March 31, 2016, the taxes (recovered) paid were $(43)
(2015 - $3,306).

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, taxable losses carried forward to future periods, expected
Scientific Research and Experimental Development (SRED) tax credit claims and
other temporary timing differences.

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

Deferred income tax assets March 31 Sept. 30
2016 2015

Property, plant, equipment and intangibles $ (589) $ 66
Warranty 3,712 3,713
SRED credits 9,072 8,516
Taxable losses carried forward to future periods 16,935 12,505
Temporary timing differences 3,105 3,223
$ 32235 $ 28,023

Deferred income tax liabilities March 31 Sept. 30
2016 2015

Property, plant, equipment and intangibles $ 46 $ 42
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11. Income Taxes (000's C$) - continued

The current value of all SRED claims net of estimated taxes and allowances is $9,072
(September 30, 2015 - $8,516). The Company's claims for SRED credits for the tax years
2005 - 2011 ($5,506) are currently being challenged by Canada Revenue Agency (CRA).
The claim for 2005 will be reviewed by tax court, while claims for 2006 and 2007 are
being held in abeyance by CRA pending the outcome of the 2005 claim. Tax years 2008
through to 2011 have received refunds in the amount of $440 during the prior year and
the assessments for these years will be appealed. Final settlement for these claims may
take several years to resolve. The 2012, 2013 and 2014 SRED claims ($2,426) have not
yet been assessed by CRA. The 2015 and 2016 SRED tax claims ($1,452) have been
accrued and will be filed with CRA prior to any filing deadlines. The Company’'s SRED
credits are recorded on the balance sheet after review of the relevant accounting pro-
nouncements. A further $128 has been accepted by the IRS and will be paid when the
US subsidiary has taxes payable in the United States.

12. Interests 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 interests 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 March 31  Sept. 30

2016 2015
Assets

Current
Non-current

$ 4570 $ 4,215
176 187

Total Assets $ 4,746 $ 4,402

Liabilities

Current $ 418 $ 418
Non-current 1 -
Total Liabilities 419 418
Equity 4,327 3,984

Total Liabilities and Equity $ 4,746 $ 4,402

Income statement information Q22016 Q22015 YTD 2016 YTD 2015

Revenues $ 1,343 $ 1,124 $ 2,406 $ 2,127

Profit from continuing operations $ 134 $ 215 $ 480 $ 350
Net income and comprehensive income $ 263$ 160 $ 350 $ 256
Other information

Dividends received from joint ventures and

$ 10 % 26 $ 20 $ 42

Depreciation $ 2% 3 $ 4 3 6

Income tax expense $ 94 $ 58 $ 130 $ 93

13. Long Term Debt (000’s C$) March 31  Sept. 30

2016 2015

Heloval Holdings Ltd., repaid during the period $ - $ 2669

- 2,669

Less: Current portion - 2,669

Long term portion $ - $ -
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March 31 Sept. 30
2016 2015

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

$ 13,837 $ 13,818
1,809 -
5,689 6,351

Accounts receivable from controlling shareholder
Advances to controlling shareholder
Accounts payable to controlling shareholder

Q22016 Q22015 YTD 2016 YTD 2015

Net sales to controlling shareholder $16915 $ 798 $18,195% 2,883
Net purchases from controlling shareholder 39 - 42 -

All transactions with related parties are recorded at the exchange amount agreed to by the
related parties. During the period, the Company sold certain tooling and intellectual prop-
erty to the controlling shareholder for $4,400. These items relate to an older tractor model
that no longer has a market in North America. The amounts agreed upon were based on
external valuations, and are being paid over a period of no more than five years.

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):

Q22016 Q2 2015YTD 2016 YTD 2015

Salaries, fees and short term employee benefits $ 433 $ 474 $ 904$ 1,075

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

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

March 31, 2016
Shares
25,000 $ 30,000

There are no options outstanding as of March 31, 2016 nor September 30, 2015.

Sept. 30, 2015
Shares

Issued Class A common 25,000 $30,000

16. Interest Paid (000’s C$) Q22016 Q22015 YID2016 YTD 2015
Operating loan $ 1390 $ 772 $ 2,045 $ 1,516
Long term debt 23 21 32 55

$ 1413 $ 793 $ 2,077 $ 1,571

Interest expense includes interest on bank indebtedness, long term debt, floor plan inter-
est and taxes payable.

17. Expenses by nature (000’s C$) Q22016 Q22015 YTD2016 YTD 2015
Raw materials and consumables used $ 65,989 $ 46,833 $ 96,230 $ 88,839
Depreciation and amortization 897 1,167 1,741 2,244
Personnel expenses 16,139 15,746 32,267 32,939
Freight 1,621 1,650 2,944 3,155
$ 84,646 $ 65396 $ 133,182 $ 127,177
18. Segmented Information (000’s C$) Q22016
Canada us. Cis Other
Revenue $46,013 $20,668 $ 10,275 $ 4,092
Net income and comprehensive income 121 (845) 1,306 952
Property, plant, and equipment 14,561 7,554 167 -
Intangible assets - - - -
Q2 2015
Canada us. CIs Other
Revenue $26,910 $28668 $ 7,428 $ 1,689
Net income and comprehensive income 163 165 29 30
Property, plant and equipment 15,422 8,276 167 -
Intangible assets - 43 - -

18. Segmented Information - continued

Six months ended March 31, 2016

Canada u.s. CIs Other
Revenue $ 62,419 $23,000 $ 21,105 $ 10,822
Net income and comprehensive income (3,809) (1,403) (1,288) (660)
Six months ended March 31, 2015
Canada us. CIs Other
Revenue $ 51,834 $53,214 $ 10,237 $ 9,548
Net income and comprehensive income 789 782 100 228

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.

Q22016 Q2 2015
Ag  Non-Ag Ag Non-Ag
Revenue $ 80925 $ 123 $ 64,585% 110
Interest income 57 28 47 16
Interest expense 1,227 - 798 -
Net income and comprehensive income 1,663 (129) (228) 615
Assets 341,367 10,107 363,229 9,609
YTD 2016 YTD 2015
Ag  Non-Ag Ag Non-Ag
Revenue $117,097 $ 249 $124572% 261
Interest income 62 44 116 32
Interest expense 2,105 - 1,641 -
Net income and comprehensive income (7,303) 143 (1,431) 3,330

The accounting policies of the segments are the same as described in the significant
accounting policies. The Company accounts for inter-segment sales at current market
prices. Revenue from the top two customers in the second quarter of 2016 were $16.9
million and $7.1 million, both in the agricultural segments. For the same period of fiscal
2015, the top two customers were $6.4 million and $4.1 million, also both in the
agricultural segments.

For the six months ended March 31, 2016, revenue from the top two customers were
$18.2 million and $7.0 million, both in the agricultural segments. For the same period of
fiscal 2015, the top two customers were $7.1 million and $6.4 million, also both in the
agricultural segments.

19. Deferred Profit Sharing Plan

In 1995, the Company established a Deferred Profit Sharing Plan for its employees. The
Company could contribute funds to the plan annually as determined by the Board of
Directors, subject to certain maximum limits established by the plan.

During the period, the Company decided to terminate the plan, and distribute all the
assets to the beneficiaries of the plan. As at March 31, 2016 the plan trust owns
approximately 249,000 Buhler Industries Inc. shares.

20. 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 March 31, 2016, the Company was in compliance with this requirement, and man-
agement believes that productions levels will continue to be met during the time period set
out in the contract with Industry Canada.
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21. 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 Compa-
ny’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, the Company is subject to
certain quarterly covenants. In light of the losses in the quarter, the Company was not in
compliance with the EBITDA covenant. The Company has received a waiver on this cove-
nant for the year ended September 30, 2015 and continues to work with the lenders in
monitoring these covenants. The Company has not received a waiver related to future
periods. A future violation of these covenants could have a material impact on the finan-
cial statements of the Company. Accordingly, management is in ongoing discussions with
the lenders and with other financial institutions which may require changes to the current
financing facility.

There are no externally imposed capital restrictions on the Company.

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

22. Financial Instruments (000’s C$)

The following presents the carrying value and fair value of the Company’s financial instru-
ments:

March 31, 2016

Carried at
cost/ Carrying/
Financial Asset/Liability Classification Amortized cost Fair Value
Bank indebtedness Loans and receivables $ (83,898)
Accounts receivable Loans and receivables 92,058
Long term receivables Loans and receivables 2,187
Advances from related party Loans and receivable 1,809
Interest in other entities FVTPL 154
Accounts payable and accrued liabilities Other liabilities (85,878)

Long term debt Other liabilities -

September 30, 2015

Carried at
cost/ Carrying/
Financial Asset/Liability Classification Amortized cost Fair Value
Bank indebtedness Loans and receivables $(52,830)
Accounts receivable Loans and receivables 73,103
Long term receivables Loans and receivables 2,187
Interest in other entities FVTPL 160
Accounts payable and accrued liabilities Other liabilities (93,055)
Long term debt Other liabilities (2,669)

Financial instruments include cash/bank indebtedness, accounts receivable, derivative
financial instruments, long term receivables, interests in other entities not subject to
significant influence, accounts payable and accrued liabilities, advances from related party
and long term debt. Except for the long term receivables, interests in other entities and
long term debt, the carrying values of these financial instruments approximate fair value
due to the short term nature of the financial instruments or they are carried at fair value.

The Company has classified its interest in other entities as FVTPL. These shares are not
actively traded in a quoted market and accordingly fair value has been estimated to be
cost.

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. The estimated fair value of the derivative financial instru-
ments as at March 31, 2016 is $Nil (September 30, 2015 - $Nil).
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22. Financial Instruments (000’s C$) - continued

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 March 31, 2016 is $1,927 (September 30, 2015 - $1,862).

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 March 31, 2016 is $Nil (September 30, 2015 - $2,698).

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. The fair values of other entities and long
term receivables are disclosed at fair value based on a level 2 classification.

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. The Company
does not have any financial instruments measured at fair values based on level 3 inputs.

23. 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 indebtedness
outstanding at March 31, 2016, a 1% increase/decrease in the rate being charged to the
Company would result in a $802 (Q2 2015 - $886) 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 primari-
ly 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 March 31, 2016, a one-cent strengthening/weakening in the year-end foreign
exchange rate from Canadian dollars to U.S. dollars would have decreased/increased net
earnings by $38 for 2016 (Q2 2015 - $164).



Notes to Consolidated Financial Statements

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

The Company is insulated from large foreign exchange gains and losses by virtue of its mix
of cash inflows and outflows in U.S. dollars. Gains and losses generated by fluctuations in
the exchange rates used to translate U.S. dollar assets are offset by similar gains and
losses on U.S. dollar liabilities. The Company also uses forward contracts to further miti-
gate these fluctuations when the natural hedges are forecasted to be insufficient.

As at March 31, 2016, the Company had US to Canadian dollar foreign currency forward
contracts with a notional amount of US $Nil in place (September 30, 2015 - $Nil). Fair
value adjustments are recognized within (gain) loss on foreign exchange in the consolidat-
ed statement of comprehensive income. A one-cent strengthening/weakening in the
period-end foreign exchange rate from Canadian dollars to U.S. dollars would have in-
creased/decreased the value of these contracts by $Nil (Q2 2015 - $Nil) before taxes.

Liquidity Risk

Investments to drive growth can require significant financial resources. A range of funding
alternatives is available to the Company including cash on hand, cash flow provided by
operations, additional debt, the issuance of equity or a combination thereof. The low level
of outstanding debt and an informal investment grade credit rating allow the Company to
enjoy relatively low interest rates. The Company has determined that total current credit
facilities of $90,000 are adequate. In light of the loss in 2015, the Company was not in
compliance with the EBITDA covenant. The Company has received a waiver on this cove-
nant for the year ended September 30, 2015 and continues to work with the lenders in
monitoring these covenants. The Company has not received a waiver related to future
periods. A future violation of these covenants could have a material impact on the finan-
cial statements of the Company. Accordingly, management is in ongoing discussions with
the lenders.

The 2016 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 finan-

cial liabilities:
Post

2016 2017 2018 2019 2020 2020 Total
Accounts
payable and
accrued
liabilities $ 85878 % - $ - $ - $ - $ - $ 85878
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 statement of comprehensive
income within selling and administrative expenses. When a receivable balance is consid-
ered uncollectible, it is written off against the allowance for accounts receivable. Subse-
quent recoveries of amounts previously written off are credited against selling, general
and administrative expenses in the statement of comprehensive income.

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:

March 31,2016 Sept. 30, 2015

Current - neither impaired nor past due $ 80,416 $ 59,658
Not impaired but past the due date;
Within 30 days 2,398 6,665
31-60 Days 506 1,222
Over 60 days 9,188 5,728
92,208 73,273
Less: Allowance for doubtful accounts (150) (170)
Total receivables, net $ 92,058 $ 73,103

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

YTD 2016 YTD 2015

Balance, beginning of period $ (170) $ (339)
Provisions for the year, net of recoveries (34) (127)
Uncollectible amounts written off 51 127
Foreign exchange impact 3 (44)

Balance, end of period $ (150) $ (383)
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Directors, Officers and Senior Management

Name Office Principal Occupation

Dmitry Udras Chairman/Officer Director General of Novoe Sodrugestvo, CIJSC

Yury Ryazanov Director/Chief Executive Officer Vice President of Novoe Sodrugestvo, CJSC
Konstantin Babkin Director Chairman of the Board of Directors of Novoe Sodsaige, CISC
Oleg Gorbunov Director Board Member, Oil Alliance Commercial Bank, Russia
Allan StewartBs.A., LL.B. Director Lawyer, Thompson Dorfman Sweatman LLP

John Buhler Director President, Highland Park Financial Inc.

Grant Adolphp.mgr Director/Officer Chief Operating Officer, Buhler Industries Inc.

Dmitry Lyubimov Officer President, Buhler Industries Inc.

Maxim Loktionov Officer Vice President, Buhler Industries Inc.

Willy JanzencPA, CGA, B.comm Officer Chief Financial Officer, Buhler Industries Inc.

Chad Gray Management Director of Sales, Versatile Division

Sam ZurawskicrA, CMA Management Director of Sales, Farm King Division

Min Lee,1.s.M. Management Chief Information Officer, Buhler Industries Inc.

Todd Truemang.l.Mm. P.Mgr Management Director of Human Resources, Buhler Industries Inc.
Adam Reid Management Director of Marketing, Buhler Industries Inc.
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Ten Year Summarx

SUMMARY OF OPERATIONS 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Reported standards utilized GAAP GAAP GAAP GAAP GRAA IFRS IFRS IFRS IFRS IFRS

In thousands of Canadian dollars (except per siramints)

Revenue 175,067 166,189 218,955 284,072 209,6 282,728 361,234 340,349 325,501 245,676
Cost of goods sold 141,138 137,694 175,077 232,814 172,278 4389, 305,480 283,031 277,791 223,41
Gross profit 33,929 28,495 43,878 51,258 7,35 43,240 55,754 57,318 47,730 22,26
Selling & admin. expense 16,863 16,544 16,476 18,975 19,093 20,897 23,292 22,529 25,239 26,27
Income from operations 17,066 11,951 407, 32,283 18,263 22,343 32,462 34,789 22,491(4,012
Gain on sale of capital assets (801) 689 (1,512) (3,247) (3,477) (1,184) (1,213) (74) (401) (114
Interest income - - - - - (557) (553) (300) (314) (376
Interest expense (income) 2,414 585 2,089 81,14 1,407 3,004 3,507 4,459 3,741 3,341
JAmortization 6,133 4,768 3,933 oA 3,584 - - - - g
Foreign exchange (gain) loss - - - - - (1,940) 3,70 (3,586) (3,497) (200
Share of income of joint venture - - - - - - - (605 (628) (473
Research & development exp. 3,183 2,003 2,621 8,820 7,534 7,480 8,375 8,533 8,663 8,323
Non-controlling interest 555 246 - - - - - - - |
Net earnings before taxes 5,582 8,038 20,271 21,492 9,215 15,540 19,641 26,362 14,92[04,517]
Income taxes (expense) (1,176) (26) (15,812) 104, (1,035) (3,623) (3,278) (6,471) (2,469) (9,201
Extraordinary items - - 7,211 - - - - - - |
NET EARNINGS 4,406 8,012 11,670 14,388 8,180 911, 16,363 19,891 12,458 (5,316
CASH FLOW SUMMARY

Capital asset purchases 2,815 3,151 3,294 2,088 4,039 9,662 2,444 5,857 4,639 3,21
Long term debt incurred - - - 807 2,437 17,068 - - - E
Reduction of long term debt 3,315 3,315 18,852 1,305 1,368 1,550 5,949 2,139 2,750 4,96
Dividends paid 3,750 7,500 - - - - - - - E
Net cash flow 8,079 11,640 25,843 958, 11,295 16,287 21,203 24,336 5,413 4.68]
Net cash (bank indebtedness) (39,203) 10,73314,512 (6,591) (4,772) (10,515) 19,293 24,16051,115) (52,830
BALANCE SHEET SUMMARY

Cash, receivables and prepaid expenses 43,202 49,420 64,860 68,764 57,573 74,422 8419, 85,491 102,473 80,55
Inventory 104,888 69,668 74,492 87,731 102,57 126,998 131,703 153,325 213,089 201,468
[Total current assets 148,090 119,088 139,352 56,495 160,146 201,420 211,552 238,816 315,56282,01
[Total assets 184,960 161,865 178,583 193,81797,203 241,733 250,755 283,403 362,844339,02
[Total current liabilities 66,969 42,999 63,634 63,422 58,947 78,065 78,624 97,451 167,33951,02
[Total short and long term debt 61,813 19,011 760 1,198 2,189 17,695 11,746 9,607 6,857 2,66
[Total liabilities 87,065 63,458 68,506 69,352 64,558 97,171 89,830 102,587 169,570151,071
[Total shareholders equity 97,895 98,407 ,ao 124,465 132,645 144,562 160,925 180,816 93,2 187,95
Shares outstanding (avg. in millions) 25.0 25.0 25.0 25.0 25.0 25.0 25.0 25.0 250 254
\Working capital 81,121 76,089 75,718 93,073 01,199 123,355 132,928 141,365 148,223130,98
DATA PER COMMON SHARE

Revenue $ 7.00 $ 6.65 $ 876 $1.3da $ 839 $ 1131 $14.45 $13.61 $13.02 $9.83
EBITDA 0.57 0.54 1.34 1.07 0.57 0.89 1.10 141 095 (0.26
Price to EBITDA 11.9 13.5 3.8 4.9 10.2 6.3 4.9 4.5 58 (22.0
EBIT 0.22 0.32 1.27 0.91 42. 0.72 0.90 1.23 0.73  (0.46
Net earnings 0.18 0.32 0.47 0.57 .330 0.48 0.65 0.80 0.50 (0.21
Net earnings, no extraordinary item 0.18 0.32 0.18 0.57 0.33 0.48 0.65 0.80 050 (0.21
Price to earnings 31.77 21.53 511. 9.21 17.61 11.75 8.17 8.04 11.06 (24.81
Cash flow 0.42 0.41 1.03 760. 0.45 0.65 0.85 0.97 0.22 0.19
Dividends paid 0.15 0.30 ®.0 0.00 0.00 0.00 0.00 0.00 0.00 0.0
Closing share price 5.60 6.90 5.41 5.25 5.81 5.60 5.35 6.40 551 5.7(
Shareholders' equity 3.92 3.94 4.40 4.98 5.31 5.78 6.44 7.23 7.73  7.5%
STATISTICAL DATA

Current ratio 2.3 2.8 2.2 25 2.7 2.6 2.7 25 19 1.9
Interest bearing debt/ equity ratio 0.4 0.1 - 0.1 0.2 0.1 0.1 0.1 0.3 0.3
Inventory turnover 13 2.0 24 2.7 18 1.9 24 2.0 15 1.1
Gross margin (% of revenue) 19.4% 17.1% 20.0% 18.0% 17.8% 15.3% 15.4% 16.9% 147% 9.1%
Selling & Admin. (% of revenue) 10% 10% 8% 7% 9% 7% 6% 7% 8% 11%
EBITDA (% of revenue) 8% 7% 16% 9% 7% 8% 8% 10% 7% (3%)
Net earnings (% of revenue) 3% 5% 5% 5% 4% 4% 5% 6% 4% (2%)
Return on average capital 5% 7% 12% 12% 6% 8% 10% 1% 1 12% (3%)
Return on average equity 5% 8% 11% 12% 6% 9% 11% % 12 13% (3%)
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