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7KH�ILQDQFLDO�VWDWHPHQWV�RI�%XKOHU�,QGXVWULHV�,QF���WKH��&RPSDQ\��DQG�WKH�DFFRPSDQ\LQJ�LQWHULP�FRQVROLGDWHG�
EDODQFH�VKHHWV�DV�DW�0DUFK����������DQG������DQG�WKH�LQWHULP�FRQVROLGDWHG�VWDWHPHQWV�RI�ORVV��UHWDLQHG�HDUQLQJV�
DQG�FDVK�IORZV�IRU�WKH�WKUHH�DQG�VL[�PRQWK�SHULRGV�WKHQ�HQGHG�DUH�WKH�UHVSRQVLELOLW\�RI�WKH�&RPSDQ\¶V�
PDQDJHPHQW��7KHVH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�KDYH�QRW�EHHQ�DXGLWHG�RU�UHYLHZHG�RQ�EHKDOI�RI�WKH�
VKDUHKROGHUV�E\�WKH�LQGHSHQGHQW�H[WHUQDO�DXGLWRUV�RI�WKH�&RPSDQ\� 
� 
7KH�LQWHULP�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�KDYH�EHHQ�SUHSDUHG�E\�PDQDJHPHQW�DQG�LQFOXGH�WKH�VHOHFWLRQ�RI�
DSSURSULDWH�DFFRXQWLQJ�SULQFLSOHV��MXGJPHQWV�DQG�HVWLPDWHV�QHFHVVDU\�WR�SUHSDUH�WKHVH�ILQDQFLDO�VWDWHPHQWV�LQ�
DFFRUGDQFH�ZLWK�,QWHUQDWLRQDO�)LQDQFLDO�5HSRUWLQJ�6WDQGDUGV� 
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0D\��������� 0D\��������� 



� 

 

 

6HFRQG�4XDUWHU�5HSRUW 
0DUFK��������� 

$�/HDGLQJ�0DQXIDFWXUHU�DQG�'LVWULEXWRU�RI�)DUP�(TXLSPHQW 

-9

-6

-3

0

3

6

9

94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21

28 Year History of
2nd Quarter Net Earnings

in Millions $



� 

 

 

0DQDJHPHQW�'LVFXVVLRQ�	�)LQDQFLDO�$QDO\VLV 

&HUWDLQ�VWDWHPHQWV�PDGH�LQ�WKH�IROORZLQJ�0DQDJHPHQW¶V�'LVFXVVLRQ�DQG�$QDO\VLV�FRQWDLQ�IRUZDUG-ORRNLQJ�VWDWHPHQWV�
LQFOXGLQJ��EXW�QRW�OLPLWHG�WR��VWDWHPHQWV�FRQFHUQLQJ�SRVVLEOH�RU�DVVXPHG�IXWXUH�UHVXOWV�RI�RSHUDWLRQV�RI�%XKOHU�,QGXVWULHV�,QF��
�WKH�&RPSDQ\���)RUZDUG-ORRNLQJ�VWDWHPHQWV�UHSUHVHQW�WKH�&RPSDQ\¶V�LQWHQWLRQV��SODQV��H[SHFWDWLRQV�DQG�EHOLHIV��DQG�DUH�QRW�
JXDUDQWHHV�RI�IXWXUH�SHUIRUPDQFH��6XFK�IRUZDUG-ORRNLQJ�VWDWHPHQWV�UHSUHVHQW�WKH�&RPSDQ\¶V�FXUUHQW�YLHZV�EDVHG�RQ�
LQIRUPDWLRQ�DV�DW�WKH�GDWH�RI�WKLV�UHSRUW��7KH\�LQYROYH�ULVNV��XQFHUWDLQWLHV�DQG�DVVXPSWLRQV�DQG�WKH�&RPSDQ\¶V�DFWXDO�UHVXOWV�
FRXOG�GLIIHU��ZKLFK�LQ�VRPH�FDVHV�PD\�EH�PDWHULDO��IURP�WKRVH�DQWLFLSDWHG�LQ�WKHVH�IRUZDUG-ORRNLQJ�VWDWHPHQWV��8QOHVV�
RWKHUZLVH�UHTXLUHG�E\�DSSOLFDEOH�VHFXULWLHV�ODZ��WKH�&RPSDQ\�GLVFODLPV�DQ\�LQWHQWLRQ�RU�REOLJDWLRQ�WR�SXEOLFO\�XSGDWH�RU�UHYLVH�
WKLV�LQIRUPDWLRQ��ZKHWKHU�DV�D�UHVXOW�RI�QHZ�LQIRUPDWLRQ��IXWXUH�HYHQWV�RU�RWKHUZLVH��7KH�&RPSDQ\�FDXWLRQV�LQYHVWRUV�QRW�WR�
SODFH�XQGXH�UHOLDQFH�XSRQ�IRUZDUG-ORRNLQJ�VWDWHPHQWV� 
 
&RPSDQ\�2YHUYLHZ 
 
7KH�&RPSDQ\�LV�KHDGTXDUWHUHG�LQ�:LQQLSHJ��0DQLWRED��&DQDGD��(VWDEOLVKHG�LQ������DV�DQ�DJULFXOWXUDO�HTXLSPHQW�
PDQXIDFWXUHU��WKH�RULJLQDO�FRPSDQ\�ZDV�SXUFKDVHG�E\�-RKQ�%XKOHU�LQ��������,Q�������&RPELQH�)DFWRU\�5RVWVHOPDVK�/WG��D�
PDMRU�FRPELQH�PDQXIDFWXUHU�ORFDWHG�LQ�5RVWRY-RQ-'RQ��5XVVLD��DFTXLUHG�����RI�WKH�FRPPRQ�VKDUHV�RI�WKH�&RPSDQ\�� 
 
2YHU� WKH� \HDUV�� PDQ\� EUDQGV� KDYH� MRLQHG�%XKOHU� ,QGXVWULHV�� )DUP�.LQJ�� (]HH-2Q�� $OOLHG�� ,QODQG� DQG�9HUVDWLOH�� 7RGD\� WKH�
&RPSDQ\� RSHUDWHV� VHYHUDO� PRGHUQ� PDQXIDFWXULQJ� SODQWV� DQG� GLVWULEXWLRQ� FHQWHUV�� )DFWRULHV� LQ� 0RUGHQ� DQG� :LQQLSHJ�
�0DQLWRED��� DQG�9HJUHYLOOH� �$OEHUWD�� EXLOG� WUDFWRUV�� DXJHUV�� VQRZ�EORZHUV��PRZHUV�� WLOODJH� HTXLSPHQW�� FRPSDFW� LPSOHPHQWV�
DQG�PRUH��,Q�DGGLWLRQ��WKH�&RPSDQ\�PDLQWDLQV�VHYHUDO�ZHOO-VWRFNHG�SDUWV�ZDUHKRXVHV�DFURVV�&DQDGD�DQG�WKH�8QLWHG�6WDWHV� 
 
%XKOHU�,QGXVWULHV�UHPDLQV�FRPPLWWHG�WR�FRQWLQXRXV�SURGXFW�LPSURYHPHQW�DQG�LQFRUSRUDWLQJ�QHZ�YDOXH-DGGHG�IHDWXUHV��7KLV�
WUDGLWLRQ�RI�H[FHOOHQFH�ZLOO�FRQWLQXH�ZHOO�LQWR�WKH�IXWXUH�DV�WKH�&RPSDQ\�FRQWLQXHV�WR�PDNH�LQYHVWPHQWV�LQ�HQJLQHHULQJ��
UHVHDUFK�DQG�GHYHORSPHQW�DQG�SURGXFWLRQ�IDFLOLWLHV�� 

7HQ�<HDU�+LJKOLJKWV ,Q�WKRXVDQGV�RI�&DQDGLDQ�GROODUV��H[FHSW�SHU�VKDUH�DPRXQWV� 

<HDU�HQGHG�6HSW���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
           
           
5HYHQXH ������� ������� ������� ������� ������� ������� ������� ������� ������� ������� 
*URVV�SURILW ������ ������ ������ ������ ������ ������ ������ ����� ������ ������ 
*3� ����� ����� ����� ����� ���� ���� ����� ���� ���� ���� 
           
,QFRPH�IURP�RSHUDWLRQV ������ ������ ������ ������ ������� ������� ����� �������� �������� �������� 
$V�SHUFHQWDJH�RI�UHYHQXH �� �� ��� �� ���� ���� �� ���� ���� ���� 
           
1HW�HDUQLQJV ������ ������ ������ ������ ������� ������� ��� �������� �������� �������� 
(DUQLQJV�SHU�VKDUH��(36� ���� ���� ���� ���� ������ ������ ���� ������ ������ ������ 
           
(%,7'$ ������ ������ ������ ������ ������� ��� ����� �������� ����� �������� 
           
7RWDO�DVVHWV ������� ������� ������� ������� ������� ������� ������� ������� ������� ������� 
:RUNLQJ�FDSLWDO ������� ������� ������� ������� ������� ������� ������� ������ ������ ������ 
           
6KDUHKROGHUV¶�HTXLW\ ������� ������� ������� ������� ������� ������� ������� ������� ������� ������ 
%RRN�YDOXH�SHU�VKDUH ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
           
5HWXUQ�RQ�DYHUDJH�FDSLWDO �� ��� ��� �� ���� ���� �� ����� ����� ����� 
5HWXUQ�RQ�DYHUDJH�HTXLW\ �� ��� ��� �� ���� ���� �� ����� ����� ����� 
�,Q�WKLV�WDEOH�DOO�ILJXUHV�DUH�UHSRUWHG�XQGHU�,QWHUQDWLRQDO�)LQDQFLDO�5HSRUWLQJ�6WDQGDUGV 
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0DQDJHPHQW�'LVFXVVLRQ�	�)LQDQFLDO�$QDO\VLV 

+LJKOLJKWV 
 
5HYHQXH 
 
5HYHQXH�IRU�WKH�TXDUWHU�ZDV��������XS������IURP�WKH�SULRU�\HDU�VHFRQG�TXDUWHU��5HYHQXH�IRU�
WKH�ILUVW�VL[�PRQWKV�RI������ZDV���������XS������IURP�������'HPDQG�IRU�SURGXFWV�UHPDLQV�
VWURQJ�DQG�WKH�&RPSDQ\�LV�ZRUNLQJ�WR�LQFUHDVH�SURGXFWLRQ�IRU�WKH�UHPDLQGHU�RI�WKH�\HDU�WR�
PHHW�WKH�JURZLQJ�RUGHU�EDFNORJ��� 
 
 
 
*URVV�3URILW 
 
)RU�WKH�VHFRQG�TXDUWHU�RI�������JURVV�SURILW�ZDV�������FRPSDUHG�WR������LQ�WKH�SULRU�\HDU�
VHFRQG�TXDUWHU��$V�D�SHUFHQWDJH�RI�VDOHV�JURVV�SURILW�ZDV��������XS�IURP������LQ�WKH�VHFRQG�
TXDUWHU�RI�������)RU�WKH�VL[�PRQWKV�HQGHG�0DUFK�����������JURVV�SURILW�ZDV��������XS�IURP�
�����LQ�WKH�VDPH�SHULRG�ODVW�\HDU��7KH�&RPSDQ\�FRQWLQXHV�WR�ZRUN�RQ�LPSURYLQJ�LWV�JURVV�
SURILW�WKURXJK�FRVW�UHGXFWLRQV�DQG�PDUJLQ�PDQDJHPHQW�� 
 
 
 
,QFRPH��/RVV��IURP�2SHUDWLRQV 
 
,QFRPH�IURP�RSHUDWLRQV�FDPH�LQ�DW�������FRPSDUHG�WR�WKH��������VHHQ�LQ�WKH�SULRU�\HDU¶V�
VHFRQG�TXDUWHU��SULPDULO\�GXH�WR�WKH�LQFUHDVH�LQ�JURVV�SURILW��)RU�WKH�VL[�PRQWKV�HQGHG��ORVV�
IURP�RSHUDWLRQV�ZDV���������FRPSDUHG�WR��������LQ�������6HOOLQJ�DQG�DGPLQLVWUDWLRQ�
H[SHQVHV�IRU�WKH�TXDUWHU�ZHUH�������GRZQ������IURP�WKH�VHFRQG�TXDUWHU�RI�������)RU�WKH�\HDU�
WR�GDWH��VHOOLQJ�DQG�DGPLQLVWUDWLYH�H[SHQVHV�ZHUH��������GRZQ������IURP�WKH�SULRU�\HDU¶V�
�������$V�D�SHUFHQWDJH�RI�VDOHV��VHOOLQJ�DQG�DGPLQLVWUDWLRQ�IRU�WKH�TXDUWHU�ZDV�������
FRPSDUHG�WR�WKH�SULRU�\HDU�SHUFHQWDJH�RI������� 
 
 
1HW�(DUQLQJV 
 
7KH�QHW�LQFRPH�IRU�WKH�VHFRQG�TXDUWHU�ZDV�������FRPSDUHG�WR�D�QHW�ORVV�RI��������IRU�WKH�
VDPH�SHULRG�LQ�������)RU�WKH�\HDU�WR�GDWH��WKH�QHW�ORVV�ZDV���������FRPSDUHG�WR�D�ORVV�RI�
��������LQ�WKH�SULRU�\HDU��,Q�WKH�SULRU�\HDU�WKH�ORZHU�PDUJLQ�DQG�VLJQLILFDQW�IRUHLJQ�H[FKDQJH�
ORVVHV�UHVXOWHG�LQ�WKH�ORVV���,Q�WKH�FXUUHQW�TXDUWHU�WKH�LPSURYHG�PDUJLQ��FRXSOHG�ZLWK�IRUHLJQ�
H[FKDQJH�JDLQV��LQWHUHVW�H[SHQVH�VDYLQJV�DQG�JDLQV�RQ�GLVSRVDO�RI�DVVHWV�KDYH�UHVXOWHG�LQ�D�
SURILW�IRU�WKH�TXDUWHU�� 
� 
 
 
(%,7'$ 
 
(%,7'$�LV�WKH�HDUQLQJV�EHIRUH�LQWHUHVW��LQFRPH�WD[HV��GHSUHFLDWLRQ�DQG�DPRUWL]DWLRQ��DQG�LV�
FRQVLGHUHG�WR�EH�D�XVHIXO�PHDVXUH�RI�WKH�FDVK�IORZ�IURP�RSHUDWLRQV�RI�WKH�&RPSDQ\��
(%,7'$�IRU�WKH�VHFRQG�TXDUWHU�RI������ZDV�������FRPSDUHG�ZLWK�WKH�SULRU�\HDU�VHFRQG�
TXDUWHU�RI���������)RU�WKH�VL[�PRQWKV�HQGHG�0DUFK�����������(%,7'$�ZDV�������FRPSDUHG�
WR�WKH�SULRU�\HDU¶V���������7KH�LPSURYHPHQW�ZDV�SULPDULO\�WKH�UHVXOW�RI�LPSURYHG�PDUJLQ�DQG�
IDYRUDEOH�IRUHLJQ�H[FKDQJH�JDLQV�LQ�WKH�FXUUHQW�SHULRGV� 

6DOHV��PLOOLRQV�&�� 

*URVV�3URILW��PLOOLRQV�&�� 

,QFRPH�IURP�2SHUDWLRQV��PLOOLRQV�&�� 

(%,7'$��PLOOLRQV�&�� 

*HQHUDO�,QIRUPDWLRQ 
 
7KH�IROORZLQJ�GLVFXVVLRQ�DQG�DQDO\VLV�GDWHG�0D\����������ZDV�SUHSDUHG�E\�PDQDJHPHQW�DQG�VKRXOG�EH�UHDG�LQ�FRQMXQFWLRQ�
ZLWK�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�SUHSDUHG�LQ�DFFRUGDQFH�ZLWK�,QWHUQDWLRQDO�)LQDQFLDO�5HSRUWLQJ�6WDQGDUGV��,)56���
7KH�IROORZLQJ�GLVFXVVLRQ�DQG�DQDO\VLV�LV�SUHVHQWHG�LQ�PLOOLRQV�RI�&DQDGLDQ�GROODUV�H[FHSW�ZKHUH�RWKHUZLVH�QRWHG��7KH�
FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�LQFOXGH�WKH�DFFRXQWV�RI�DOO�VXEVLGLDULHV��$OO�VXEVLGLDULHV�RSHUDWH�ZLWK�WKH�&DQDGLDQ�GROODU�DV�
WKH�IXQFWLRQDO�FXUUHQF\��WUDQVDFWLRQV�LQ�IRUHLJQ�FXUUHQFLHV�DUH�WUDQVODWHG�WR�WKH�UHVSHFWLYH�IXQFWLRQDO�FXUUHQF\�LQ�HDFK�HQWLW\�
XVLQJ�WKH�H[FKDQJH�UDWHV�LQ�HIIHFW��� 

1HW�(DUQLQJV��PLOOLRQV�&�� 
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0DQDJHPHQW�'LVFXVVLRQ�	�)LQDQFLDO�$QDO\VLV 

6XPPDU\�RI�4XDUWHUO\�5HVXOWV 
 
6DOHV�IRU�WKH�VHFRQG�TXDUWHU�ZHUH�XS�IURP�WKH�VHFRQG�TXDUWHU�RI�������ZLWK�LQFUHDVHV�LQ�VDOHV�LQ�&DQDGD�DQG�RYHUVHDV�EHLQJ�
RIIVHW�E\�GHFUHDVHV�8QLWHG�6WDWHV��6DOHV�IRU�WKH�TXDUWHU�RI�������JHQHUDWHG�D�JURVV�SURILW�RI������DQG�QHW�LQFRPH�RI�������7KH�
&RPSDQ\�KDV�PDGH�LPSURYHPHQWV�LQ�PDQXIDFWXULQJ�HIILFLHQFLHV��DQG�KDV�PDQDJHG�PDUJLQ�LPSURYHPHQW���,Q�DGGLWLRQ��ORZHU�
VHOOLQJ�DQG�DGPLQLVWUDWLRQ�FRVWV��LQWHUHVW�H[SHQVH�VDYLQJV��JDLQV�RQ�GLVSRVDO�RI�DVVHWV�DQG�IDYRUDEOH�H[FKDQJH�UDWHV�KDYH�DOO�
FRQWULEXWHG�WR�WKH�IDYRUDEOH�UHVXOWV�LQ�WKH�TXDUWHU�RYHU�WKH�SULRU�\HDU�� 

&DVK�)ORZ�DQG�&DSLWDO�5HVRXUFHV 
 
2SHUDWLQJ�$FWLYLWLHV 
 
&DVK�IRU�WKH�TXDUWHU�LQFUHDVHG������IURP�'HFHPEHU����������FRPLQJ�LQ�DW�DQ�LQGHEWHGQHVV�
RI���������$FFRXQWV�UHFHLYDEOH�RI������DQG�H[FKDQJH�FKDQJHV�RI������FRQWULEXWHG�WR�WKH�ID�
YRUDEOH�LQFUHDVH�LQ�FDVK��RIIVHW�E\�DFFRXQWV�SD\DEOH�RI�������LQYHQWRU\�RI�������SUHSDLGV�RI�
�����DQG�RWKHU�RI������� 

1HW�4XDUWHUO\�,QFRPH��PLOOLRQV�&�� 

:RUNLQJ�&DSLWDO 
 
:RUNLQJ�FDSLWDO�LV�D�PHDVXUH�RI�FRPSDQ\
V�DELOLW\�WR�GLVFKDUJH�LWV�FXUUHQW�REOLJDWLRQV�E\�
XVLQJ�LWV�FXUUHQW�DVVHWV��7KH�&RPSDQ\�FRQWLQXHV�WR�EH�LQ�D�VWURQJ�SRVLWLRQ�DV�WKH�ZRUNLQJ�
FDSLWDO�DW�TXDUWHU�HQG�ZDV��������VLPLODU�WR�WKH�VDPH�SHULRG�LQ�WKH�SULRU�\HDU�RI��������
'HFUHDVHV�LQ�UHFHLYDEOHV�RI�������DQG�LQYHQWRU\�RI�������DQG�LQFUHDVHV�LQ�UHODWHG�SDUW\�
DGYDQFHV�RI�������ZHUH�RIIVHW�E\�GHFUHDVHV�LQ�SD\DEOHV�RI�������DQG�EDQN�LQGHEWHGQHVV�RI�
������DQG�LQFUHDVHV�LQ�SUHSDLG�H[SHQVHV�RI������� 

:RUNLQJ�&DSLWDO��PLOOLRQV�&�� 

5HVHDUFK�DQG�'HYHORSPHQW 
 
&RQVLVWHQW�ZLWK�WKH�&RPSDQ\¶V�VWUDWHJ\�RYHU�WKH�SDVW�VHYHUDO�\HDUV��WKH�&RPSDQ\�FRQWLQXHV�WR�LQYHVW�LQ�WKH�GHYHORSPHQW�RI�
QHZ�SURGXFWV�IRU�WKH�IXWXUH�VR�H[SHQGLWXUHV�IRU�UHVHDUFK�DQG�GHYHORSPHQW�FRQWLQXHG�WR�EH�KLJK��,Q�WKH�VHFRQG�TXDUWHU�RI������
WKH�&RPSDQ\�VSHQW�������FRPSDUHG�WR������IRU�WKH�SULRU�\HDU��&XUUHQW�\HDU�WR�GDWH�VSHQGLQJ�ZDV�������FRPSDUHG�WR�WKH�SULRU�
\HDU�������0DQDJHPHQW�EHOLHYHV�WKHVH�LQYHVWPHQWV�ZLOO�PDLQWDLQ�WKH�&RPSDQ\¶V�FRPSHWLWLYH�SRVLWLRQ�LQ�WKH�PDUNHWSODFH�� 

4XDUWHUO\�1HW�(DUQLQJV�5HVXOWV�����
V�&�� 

1HW�&DVK�)ORZ��PLOOLRQV�&�� 

,QYHQWRU\� 
 
0DQDJHPHQW�KDV�GLOLJHQWO\�ZRUNHG�WR�FRQWURO�WKH�LQYHVWPHQW�LQ�LQYHQWRU\�LQ�RUGHU�WR�NHHS�D 
VWURQJ�FDVK�SRVLWLRQ��7KH�LQFUHDVH�LQ�VDOHV�KDV�OHG�WR�DQ�LQFUHDVH�LQ�WKH�LQYHQWRU\�WXUQV��LP�
SURYLQJ�IURP������LQ�WKH�VHFRQG�TXDUWHU�RI������WR�WKH�FXUUHQW�������DQ�LQFUHDVH�RI��������
0DQDJHPHQW�H[SHFWV�WKLV�UDWLR�WR�UHPDLQ�FRQVLVWHQW�IRU�WKH�UHPDLQGHU�RI�WKH�\HDU�DV�SURMHFWHG�
VDOHV�LQFUHDVHV�ZLOO�UHTXLUH�IXUWKHU�LQYHVWPHQWV�LQ�LQYHQWRU\�IRU�SURGXFWLRQ�� 

,QYHQWRU\�7XUQV 

 ���� ���� ���� ���� 
     
�VW�4 ���������� ���������� ����������� ����������� 
�QG�4 ����� ������� ����� ������� 
�UG�4 ����� ������� ������� ��� 
�WK�4 ��� �������� �������� �������� 
7RWDO� ����������� ���������� ���������� ���������� 

���� 
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0DQDJHPHQW�'LVFXVVLRQ�	�)LQDQFLDO�$QDO\VLV 

5LVNV�DQG�)LQDQFLDO�,QVWUXPHQWV 
 
7KH�&RPSDQ\�UHFRJQL]HV�WKDW�QHW�HDUQLQJV�DUH�H[SRVHG�WR�FKDQJHV�LQ�PDUNHW�LQWHUHVW�UDWHV��IRUHLJQ�H[FKDQJH�UDWHV��SULFHV�RI�
UDZ�PDWHULDOV�DQG�ULVNV�UHJDUGLQJ�WKH�ILQDQFLDO�FRQGLWLRQ�RI�FXVWRPHUV��7KHVH�PDUNHW�FRQGLWLRQV�DUH�UHJXODUO\�PRQLWRUHG�DQG�
DFWLRQV�DUH�WDNHQ�ZKHQ�DSSURSULDWH��'HVSLWH�WKH�PHWKRGV�HPSOR\HG�WR�PDQDJH�WKHVH�ULVNV��IXWXUH�IOXFWXDWLRQV�LQ�LQWHUHVW�UDWHV��
H[FKDQJH�UDWHV��UDZ�PDWHULDO�FRVWV�DQG�FXVWRPHUV�FRQGLWLRQ�FDQ�EH�H[SHFWHG�WR�LPSDFW�QHW�HDUQLQJV�� 
 
7KH�&RPSDQ\�PD\�HQWHU�LQWR�IL[HG-UDWH�GHEW�WR�PLQLPL]H�WKH�ULVN�DVVRFLDWHG�ZLWK�LQWHUHVW�UDWH�IOXFWXDWLRQV��,Q�DGGLWLRQ��WKH�
&RPSDQ\�PD\�HPSOR\�KHGJLQJ�SURJUDPV�WR�PLQLPL]H�IRUHLJQ�H[FKDQJH�ULVNV�DVVRFLDWHG�ZLWK�WKH�FKDQJHV�LQ�WKH�YDOXH�RI�WKH�
&DQDGLDQ�GROODU�UHODWLYH�WR�WKH�8�6��GROODU��7R�WKH�H[WHQW�SRVVLEOH��WKH�&RPSDQ\�PD[LPL]HV�QDWXUDO�FXUUHQF\�KHGJLQJ�E\�
PDWFKLQJ�LQIORZV�IURP�VDOHV�LQ�HLWKHU�FXUUHQF\�ZLWK�RXWIORZV�RI�FRVWV�DQG�H[SHQVHV�GHQRPLQDWHG�LQ�WKH�VDPH�FXUUHQF\��$�
SRUWLRQ�RI�WKH�UHPDLQLQJ�H[SRVXUH�WR�IOXFWXDWLRQV�LQ�H[FKDQJH�UDWHV�PD\�EH�PLWLJDWHG�ZLWK�IRUZDUG�DQG�RSWLRQ�FRQWUDFWV� 
 
7KH�&RPSDQ\�FXUUHQWO\�KDV�D�YDULDEOH�LQWHUHVW�EDQN�FUHGLW��6KRXOG�IXWXUH�FDVK�UHTXLUHPHQWV�UHVXOW�LQ�DGGLWLRQDO�GHEW�EH�WDNHQ�
RQ��PDQDJHPHQW�ZRXOG�HYDOXDWH�WKH�ILQDQFLQJ�RSWLRQV�DYDLODEOH�DW�WKDW�WLPH�DQG�WDNH�D�FRXUVH�RI�DFWLRQ�WKDW�LV�LQ�WKH�EHVW�
LQWHUHVWV�RI�WKH�&RPSDQ\�LQ�WKH�ORQJ�WHUP��&XUUHQWO\��DOO�RI�WKH�ILQDQFLQJ�QHHGV�RI�WKH�&RPSDQ\�DUH�EHLQJ�PHW�E\�WKH�EDQN�
FUHGLW�IDFLOLW\��ZKLFK�FDUULHV�D�ORZ�UDWH�RI�YDULDEOH�LQWHUHVW� 
 
:LWK�UHVSHFW�WR�IRUHLJQ�H[FKDQJH��WKH�&RPSDQ\�PDQDJHV�ULVN�E\�XVH�RI�WKH�QDWXUDO�KHGJH�WKDW�H[LVWV�EHWZHHQ�WKH�8�6��GROODU�
GHQRPLQDWHG�DFFRXQWV�UHFHLYDEOHV�DQG�DFFRXQWV�SD\DEOH��:KHUH�D�ODUJH�GLIIHUHQFH�LQ�WKLV�KHGJH�LV�DQWLFLSDWHG��IRUZDUG�
IRUHLJQ�H[FKDQJH�FRQWUDFWV�PD\�EH�HQWHUHG�LQWR�WR�PLWLJDWH�WKH�ULVN��3XUFKDVHV�RI�IRUHLJQ�H[FKDQJH�SURGXFWV�IRU�WKH�SXUSRVH�RI�
VSHFXODWLRQ�DUH�QRW�SHUPLWWHG��7UDQVDFWLRQV�DUH�RQO\�FRQGXFWHG�ZLWK�FHUWDLQ�DSSURYHG�ILQDQFLDO�LQVWLWXWLRQV��)OXFWXDWLRQV�LQ�
IRUHLJQ�H[FKDQJH�UDWHV�UHSUHVHQW�D�PDWHULDO�H[SRVXUH�IRU�WKH�&RPSDQ\¶V�ILQDQFLDO�UHVXOWV��+HGJLQJ�SURJUDPV�HPSOR\HG�PD\�
PLWLJDWH�D�SRUWLRQ�RI�H[SRVXUHV�WR�VKRUW-WHUP�IOXFWXDWLRQV�LQ�IRUHLJQ�FXUUHQF\�H[FKDQJH�UDWHV��7KH�&RPSDQ\¶V�ILQDQFLDO�UHVXOWV�
RYHU�WKH�ORQJ�WHUP�ZLOO�EH�DIIHFWHG�E\�VL]HDEOH�FKDQJHV�LQ�WKH�YDOXH�RI�WKH�&DQDGLDQ�GROODU�UHODWLYH�WR�WKH�8�6��GROODU� 
 
&UHGLW�ULVN�DULVHV�IURP�FDVK�KHOG�ZLWK�EDQNV�DQG�FUHGLW�H[SRVXUH�WR�FXVWRPHUV��LQFOXGLQJ�RXWVWDQGLQJ�DFFRXQWV�UHFHLYDEOH��7KH�
&RPSDQ\�DVVHVVHV�WKH�FUHGLW�TXDOLW\�RI�FXVWRPHUV��WDNLQJ�LQWR�DFFRXQW�WKHLU�ILQDQFLDO�SRVLWLRQ��SDVW�H[SHULHQFH�DQG�RWKHU�
IDFWRUV��0DQDJHPHQW�UHJXODUO\�PRQLWRUV�FXVWRPHU�FUHGLW�OLPLWV��SHUIRUPV�FUHGLW�UHYLHZV�DQG��LQ�FHUWDLQ�FDVHV��LQVXUHV�DFFRXQWV�
UHFHLYDEOH�EDODQFHV�DJDLQVW�FUHGLW�ORVVHV��1RQHWKHOHVV��XQH[SHFWHG�GHWHULRUDWLRQ�LQ�WKH�ILQDQFLDO�FRQGLWLRQ�RI�D�FXVWRPHU�FDQ�
KDYH�D�QHJDWLYH�LPSDFW�RQ�QHW�HDUQLQJV�LQ�WKH�FDVH�RI�GHIDXOW� 

$VVHW�3XUFKDVHV��PLOOLRQV�&�� 

)LQDQFLQJ�$FWLYLWLHV 
 
7KH�&RPSDQ\�KDG�DQ�RXWIORZ�RI�FDVK�RI������FRPSDUHG�ZLWK�D�FDVK�LQIORZ�RI������LQ�WKH�SULRU�\HDU�VHFRQG�TXDUWHU���5HSD\�
PHQW�RI�GHEW�RI������FRQWULEXWHG�WR�WKH�RXWIORZV�FRPSDUHG�ZLWK�DGGLWLRQDO�DGYDQFHV�IURP�UHODWHG�SDUW\�RI������DQG�H[FKDQJH�
RI������LQ�WKH�SULRU�\HDU�TXDUWHU�� 

5HVRXUFHV 
 
,Q�RUGHU�IRU�WKH�&RPSDQ\�WR�RSHUDWH�DQG�JURZ��FRQWLQXHG�IXQGLQJ�UHVRXUFHV�DUH�UHTXLUHG��7KH�&RPSDQ\�KDV�VHYHUDO�RSWLRQV 
IRU�IXQGLQJ�DYDLODEOH�WR�LW�VXFK�DV�FDVK�LQ�WKH�EDQN��FDVK�SURYLGHG�E\�RSHUDWLRQV�DQG�DFTXLULQJ�QHZ�GHEW��7KH�FRPSDQ\�KDV�
FXUUHQW�FUHGLW�IDFLOLWLHV�RI���������LQ�SODFH��$FWXDO�EDQN�IXQGLQJ�PD\�GLIIHU�DV�D�UHVXOW�RI�PDUJLQ�DYDLODELOLW\���$V�DW�0DUFK�����
�����WKH�FRPSDQ\�KDG�DFFHVV�WR����������6HSWHPEHU����������-�����������7KH�&RPSDQ\�PDQDJHV�LWV�OLTXLGLW\�ULVN�E\�IRUH�
FDVWLQJ�FDVK�IORZV�DQG�GHWHUPLQLQJ�LI�WKH�FUHGLW�IDFLOLWLHV�LQ�SODFH�DUH�DGHTXDWH�RU�LI�DGGLWLRQDO�ILQDQFLQJ�ZRXOG�EH�UHTXLUHG�� 

,QYHVWLQJ�$FWLYLWLHV 
 
&DVK�XWLOL]HG�IRU�LQYHVWLQJ�DFWLYLWLHV�IRU�WKH�TXDUWHU�ZDV�������D�GHFUHDVH�RI������IURP�FDVK�
XWLOL]HG�RI������LQ�WKH�VHFRQG�TXDUWHU�RI�������6SHQGLQJ�RQ�FDSLWDO�DVVHWV�LQ�WKH�VHFRQG�TXDUWHU�
RI������ZDV�������FRPSDUHG�WR������LQ�WKH�SULRU�\HDU¶V�VHFRQG�TXDUWHU��3URFHHGV�RQ�WKH�VDOH�RI�
FDSLWDO�DVVHWV�ZDV�PLQLPDO�LQ�ERWK�SHULRGV�� 
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0DQDJHPHQW�'LVFXVVLRQ�	�)LQDQFLDO�$QDO\VLV 

 /RRNLQJ�)RUZDUG 
 
6HFRQG�TXDUWHU�VDOHV�LQFUHDVHG�E\�HLJKW�SHUFHQW�RYHU�WKH�SULRU�\HDU�VHFRQG�TXDUWHU���7KH�&RPSDQ\�FRQWLQXHV�WR�SURMHFW�VDOHV�
JURZWK� LQ� ������ 6DOHV� EDFNORJ� UHPDLQV� KLJK� DV� WKH� &RPSDQ\� LV� ZRUNLQJ� WKURXJK� VXSSO\� FKDLQ� FKDOOHQJHV�� LQFOXGLQJ� UDZ�
PDWHULDO�DYDLODELOLW\��LQ�UDPSLQJ�XS�SURGXFWLRQ���,QYHQWRU\�DQG�DFFRXQWV�UHFHLYDEOHV�OHYHOV�DUH�SURMHFWHG�WR�LQFUHDVH�WR�VXSSRUW�
WKH� VDOHV� JURZWK�� ,Q� WKH� SDVW� \HDU�� WKH�&RPSDQ\� UHVWUXFWXUHG� LWV�PDQXIDFWXULQJ� FDSDFLW\� DQG�PDGH� FKDQJHV� WR� UHGXFH� WKH�
RYHUDOO�FRVW�RI�RSHUDWLRQV��7KH�UHVXOWV�RI�WKHVH�FKDQJHV�DUH�EHJLQQLQJ�WR�EH�YLVLEOH�LQ������DQG�WKH�IXOO�LPSDFW�RI�WKHVH�FRVW�
UHGXFWLRQV�ZLOO�EH�UHDOL]HG�LQ������ 
 
&ULWLFDO�$FFRXQWLQJ�(VWLPDWHV 
 
7KH�&RPSDQ\�EHOLHYHV�WKH�IROORZLQJ�DFFRXQWLQJ�HVWLPDWHV�DUH�FULWLFDO�WR�GHWHUPLQLQJ�DQG�XQGHUVWDQGLQJ�WKH�RSHUDWLQJ�UHVXOWV�
DQG�WKH�ILQDQFLDO�SRVLWLRQ�RI�WKH�&RPSDQ\� 
 
([SHFWHG�FUHGLW�ORVVHV 
 
7KH�&RPSDQ\� UHFRJQL]HV� H[SHFWHG� FUHGLW� ORVVHV� RQ� ILQDQFLDO� DVVHWV� DQG� FKDQJHV� LQ� VXFK� ORVVHV�� DW� HDFK� UHSRUWLQJ� GDWH� WR�
UHIOHFW� FKDQJHV� LQ� FUHGLW� ULVN� VLQFH� WKH� LQLWLDO� UHFRJQLWLRQ� RI� WKH� ILQDQFLDO� DVVHWV�� � )RU� DFFRXQWV� UHFHLYDEOH�� WKH� &RPSDQ\�
DSSOLHG� WKH� VLPSOLILHG� DSSURDFK� SHUPLWWHG� E\� ,)56� ��� XQGHU�ZKLFK� WKH� OLIHWLPH� H[SHFWHG� FUHGLW� ORVVHV�PXVW� EH� UHFRJQL]HG�
XSRQ�UHFRJQLWLRQ���)RU�ORDQV�FODVVLILHG�XQGHU�UHFHLYDEOHV��WKH�&RPSDQ\�PHDVXUHV�FUHGLW�ULVN�EDVHG�RQ�WKH���-PRQWK�H[SHFWHG�
FUHGLW�ULVN�LI�WKHUH�KDV�QRW�EHHQ�D�VLJQLILFDQW�LQFUHDVH�LQ�FUHGLW�ULVN�VLQFH�LQLWLDO�UHFRJQLWLRQ�� 
 
$OORZDQFH�IRU�LQYHQWRU\�REVROHVFHQFH�� 
 
7KH�&RPSDQ\�HVWLPDWHV�DOORZDQFHV�IRU�SRWHQWLDO�ORVVHV�UHVXOWLQJ�IURP�LQYHQWRU\�EHFRPLQJ�REVROHWH�DQG�WKDW�FDQQRW�EH�
SURFHVVHG�DQG�RU�VROG�WR�FXVWRPHUV��$GGLWLRQDO�DOORZDQFHV�PD\�EH�UHTXLUHG�LI�WKH�SK\VLFDO�FRQGLWLRQ�RI�LQYHQWRU\�GHWHULRUDWHV�
RU�FXVWRPHU�UHTXLUHPHQWV�FKDQJH� 
 
,PSDLUPHQW�RI�SURSHUW\��SODQW�DQG�HTXLSPHQW�DQG�LQWDQJLEOH�DVVHWV�� 
 
$Q�LQWHJUDO�FRPSRQHQW�RI�LPSDLUPHQW�WHVWLQJ�LV�GHWHUPLQLQJ�WKH�DVVHW¶V�UHFRYHUDEOH�DPRXQW��7KH�GHWHUPLQDWLRQ�RI�WKH�
UHFRYHUDEOH�DPRXQW�LQYROYHV�VLJQLILFDQW�PDQDJHPHQW�MXGJPHQW��LQFOXGLQJ�SURMHFWLRQV�RI�IXWXUH�FDVK�IORZV�DQG�WKH�
DSSURSULDWH�GLVFRXQW�UDWHV��7KH�FDVK�IORZV�DUH�GHULYHG�IURP�ILQDQFLDO�IRUHFDVWV�DQG�GR�QRW�LQFOXGH�UHVWUXFWXULQJ�DFWLYLWLHV�WKDW�
WKH�&RPSDQ\�LV�QRW�\HW�FRPPLWWHG�WR�RU�VLJQLILFDQW�IXWXUH�LQYHVWPHQWV�WKDW�ZLOO�HQKDQFH�WKH�DVVHW¶V�SHUIRUPDQFH��4XDOLWDWLYH�
IDFWRUV��LQFOXGLQJ�PDUNHW�SUHVHQFH�DQG�WUHQGV��VWUHQJWK�RI�FXVWRPHU�UHODWLRQVKLSV��VWUHQJWK�RI�ORFDO�PDQDJHPHQW��VWUHQJWK�RI�
GHEW�DQG�FDSLWDO�PDUNHWV��DQG�GHJUHH�RI�YDULDELOLW\�LQ�FDVK�IORZV��DV�ZHOO�DV�RWKHU�IDFWRUV��DUH�FRQVLGHUHG�ZKHQ�PDNLQJ�
DVVXPSWLRQV�ZLWK�UHJDUG�WR�IXWXUH�FDVK�IORZV�DQG�WKH�DSSURSULDWH�GLVFRXQW�UDWH��7KH�UHFRYHUDEOH�DPRXQW�LV�PRVW�VHQVLWLYH�WR�
WKH�GLVFRXQW�UDWH�XVHG�IRU�WKH�GLVFRXQWHG�FDVK�IORZ�PRGHO�DV�ZHOO�DV�WKH�H[SHFWHG�IXWXUH�FDVK�LQIORZV�DQG�WKH�JURZWK�UDWH�XVHG�
IRU�H[WUDSRODWLRQ�SXUSRVHV��$�FKDQJH�LQ�DQ\�RI�WKH�VLJQLILFDQW�DVVXPSWLRQV�RU�HVWLPDWHV�FRXOG�UHVXOW�LQ�D�PDWHULDO�FKDQJH�LQ�
WKH�UHFRYHUDEOH�DPRXQW� 
 

&RQWLQJHQFLHV�DQG�OLWLJDWLRQ�� 
 
6KRXOG�D�ODZVXLW�RU�FODLP�EH�EURXJKW�DJDLQVW�WKH�&RPSDQ\��PDQDJHPHQW�ZRXOG�DVVHVVHV�WKH�SRWHQWLDO�ILQDQFLDO�H[SRVXUH�RI�
WKH�&RPSDQ\��,Q�DVVHVVLQJ�DQ\�SUREDEOH�ORVVHV��WKH�DPRXQW�RI�SRVVLEOH�LQVXUDQFH�UHFRYHULHV�ZLOO�EH�SURMHFWHG��7KH�&RPSDQ\�
DFFUXHV�VXFK�OLDELOLWLHV�ZKHQ�D�ORVV�EHFRPHV�SUREDEOH�DQG�WKH�QHW�DPRXQW�RI�WKH�ORVV�FDQ�UHDVRQDEO\�EH�HVWLPDWHG��'XH�WR�WKH�
LQKHUHQW�XQFHUWDLQWLHV�UHODWLQJ�WR�WKH�HYHQWXDO�RXWFRPH�RI�OLWLJDWLRQ�DQG�SRWHQWLDO�LQVXUDQFH�UHFRYHU\��FHUWDLQ�PDWWHUV�FRXOG�
XOWLPDWHO\�EH�UHVROYHG�IRU�DPRXQWV�PDWHULDOO\�GLIIHUHQW�WR�SURYLVLRQV�RU�GLVFORVXUHV�SUHYLRXVO\�PDGH�E\�WKH�&RPSDQ\� 
 

:DUUDQW\�REOLJDWLRQ��� 
 
7KH�&RPSDQ\�RIIHUV�ZDUUDQWLHV�IRU�LWV�VDOH�RI�HTXLSPHQW��0DQDJHPHQW�HVWLPDWHV�WKH�UHODWHG�SURYLVLRQ�IRU�IXWXUH�ZDUUDQW\�
FODLPV�EDVHG�RQ�KLVWRULFDO�ZDUUDQW\�FODLP�LQIRUPDWLRQ��DV�ZHOO�DV�UHFHQW�WUHQGV�WKDW�PLJKW�VXJJHVW�WKDW�SDVW�FRVW�LQIRUPDWLRQ�
PD\�GLIIHU�IURP�IXWXUH�FODLPV� 
 
)DFWRUV�WKDW�FRXOG�LPSDFW�WKH�HVWLPDWHG�FODLP�LQIRUPDWLRQ�LQFOXGH�WKH�VXFFHVV�RI�WKH�&RPSDQ\¶V�SURGXFWLYLW\�DQG�TXDOLW\�
LQLWLDWLYHV��DV�ZHOO�DV�SDUWV�DQG�ODERU�FRVWV� 
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0DQDJHPHQW�'LVFXVVLRQ�	�)LQDQFLDO�$QDO\VLV 

 &ULWLFDO�$FFRXQWLQJ�(VWLPDWHV�-�FRQWLQXHG 
 
(FRQRPLF�FRQGLWLRQV 
 
,Q�WKH�FRQWH[W�RI�WKH�&29,'�SDQGHPLF�DQG�WKH�UHODWHG�FOLPDWH�RI�XQFHUWDLQO\��WKH�&RPSDQ\�UHYLVHG�VRPH�RI�LWV�PRVW�FRPSOH[�
HVWLPDWHV�DQG�DVVXPSWLRQV�� LQFOXGLQJ�VLJQLILFDQW�MXGJHPHQW�DUHDV��XVHG�LQ�SUHSDULQJ�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV� IRU�
WKH�SHULRG�HQGHG�0DUFK������������7KH�PDLQ�HVWLPDWHV�UHYLVHG�WR�UHIOHFW�WKH�LPSDFW�RI�&29,'�SDQGHPLF�RQ�ILQDQFLDO�UHSRUWLQJ�
ZHUH� WKH� GHWHUPLQDWLRQ� RI� ZKHWKHU� WKHUH� ZDV� DQ� LQGLFDWLRQ� WKDW� DVVHWV�� &*8¶V� RU� JURXSV� RI� &*8¶V� PD\� EH� LPSDLUHG�� WKH�
DVVXPSWLRQ�XVHG� LQ� WKH� HVWDEOLVKPHQW� RI� WKHLU� UHFRYHUDEOH� DPRXQW�ZKHQ� DQ� LPSDLUPHQW� WHVW�ZDV�GHHPHG�QHFHVVDU\�� DQG� WKH�
DVVHVVPHQW� RI� WKH� FUHGLW� ULVN� RQ� UHFHLYDEOHV�� � $GGLWLRQDO� UHYLVLRQV� PLJKW� EH� UHTXLUHG� LQ� WKH� IXWXUH� GHSHQGLQJ� RQ� WKH�
GHYHORSPHQW�RI�WKH�SDQGHPLF�DQG�LWV�LPSDFW�RQ�WKH�ILQDO�PHDVXUHPHQW�RI�WKH�FDUU\LQJ�DPRXQW�RI�WKH�&RPSDQ\¶V�DVVHWV� 
 
 
,QFRPH�WD[HV�� 
 
(VWLPDWLRQ�RI�LQFRPH�WD[HV�LQFOXGHV�HYDOXDWLQJ�WKH�UHFRYHUDELOLW\�RI�GHIHUUHG�WD[�DVVHWV�EDVHG�RQ�DQ�DVVHVVPHQW�RI�WKH�
&RPSDQ\¶V�DELOLW\�WR�XWLOL]H�WKH�XQGHUO\LQJ�IXWXUH�WD[�GHGXFWLRQV�DJDLQVW�IXWXUH�WD[DEOH�LQFRPH�EHIRUH�WKH\�H[SLUH��7KH�
&RPSDQ\¶V�DVVHVVPHQW�LV�EDVHG�XSRQ�H[LVWLQJ�WD[�ODZV�DQG�HVWLPDWHV�RI�IXWXUH�WD[DEOH�LQFRPH��,I�WKH�DVVHVVPHQW�RI�WKH�
&RPSDQ\¶V�DELOLW\�WR�XWLOL]H�WKH�XQGHUO\LQJ�IXWXUH�WD[�GHGXFWLRQV�FKDQJHV��WKH�&RPSDQ\�ZRXOG�EH�UHTXLUHG�WR�UHFRJQL]H�PRUH�
RU�IHZHU�RI�WKH�WD[�GHGXFWLRQV�DV�DVVHWV��ZKLFK�ZRXOG�GHFUHDVH�RU�LQFUHDVH�WKH�LQFRPH�WD[�H[SHQVH�LQ�WKH�SHULRG�LQ�ZKLFK�WKLV�LV�
GHWHUPLQHG� 
 
7KH�&RPSDQ\�PDNHV�FODLPV�IRU�6FLHQWLILF�5HVHDUFK�DQG�([SHULPHQWDO�'HYHORSPHQW��65('��H[SHQGLWXUHV�ZKLFK�DUH�LQFOXGHG�
LQ�GHIHUUHG�WD[HV��7KH�DPRXQWV�UHFRUGHG�DUH�EDVHG�RQ�WKH�&RPSDQ\
V�LQWHUSUHWDWLRQ�RI�WKH�,QFRPH�7D[�$FW�RI�&DQDGD�
SURYLVLRQV�ZKLFK�JRYHUQ�WKH�HOLJLELOLW\�RI�65('�FRVWV��7KH�FODLPV�PD\�EH�VXEMHFW�WR�UHYLHZ�E\�WKH�&DQDGD�5HYHQXH�$JHQF\�
�&5$��EHIRUH�UHIXQGV�DUH�UHFHLYHG��$FWXDO�FROOHFWLRQ�PD\�EH�PDWHULDOO\�GLIIHUHQW�WKDQ�ZKDW�LV�UHFRUGHG�LQ�WKH�ILQDQFLDO�
VWDWHPHQWV��7KH�&RPSDQ\�LV�FXUUHQWO\�FKDOOHQJLQJ�&5$�LQ�FRXUW�LQ�UHJDUGV�WR�FHUWDLQ�RI�LWV�65('�FUHGLWV�DQG�EHOLHYHV�WKDW�LW�
ZLOO�EH�VXFFHVVIXO�LQ�GHIHQGLQJ�LWV�65('�FODLP��7KH�&RPSDQ\
V�65('�FUHGLWV�DUH�UHFRUGHG�RQ�WKH�EDODQFH�VKHHW�DIWHU�UHYLHZ�RI�
WKH�UHOHYDQW�DFFRXQWLQJ�SURQRXQFHPHQWV� 
 
7KH�&RPSDQ\�LV�VXEMHFW�WR�WD[DWLRQ�LQ�PXOWLSOH�MXULVGLFWLRQV��6LJQLILFDQW�MXGJPHQW�LV�UHTXLUHG�LQ�GHWHUPLQLQJ�WKH�ZRUOGZLGH�
SURYLVLRQ�IRU�WD[DWLRQ��7KHUH�DUH�PDQ\�WUDQVDFWLRQV�DQG�FDOFXODWLRQV�IRU�ZKLFK�WKH�XOWLPDWH�WD[�GHWHUPLQDWLRQ�LV�XQFHUWDLQ�
GXULQJ�WKH�RUGLQDU\�FRXUVH�RI�EXVLQHVV��7KH�&RPSDQ\�PDLQWDLQV�SURYLVLRQV�IRU�XQFHUWDLQ�WD[�SRVLWLRQV�WKDW�LW�EHOLHYHV�
DSSURSULDWHO\�UHIOHFW�LWV�ULVN�ZLWK�UHVSHFW�WR�WD[�PDWWHUV�XQGHU�DFWLYH�GLVFXVVLRQ��DXGLW��GLVSXWH�RU�DSSHDO�ZLWK�WD[�DXWKRULWLHV��RU�
ZKLFK�DUH�RWKHUZLVH�FRQVLGHUHG�WR�LQYROYH�XQFHUWDLQW\��7KHVH�SURYLVLRQV�IRU�XQFHUWDLQ�WD[�SRVLWLRQV�DUH�PDGH�XVLQJ�
PDQDJHPHQW¶V�EHVW�HVWLPDWH�RI�WKH�DPRXQW�H[SHFWHG�WR�EH�SDLG�EDVHG�RQ�D�TXDOLWDWLYH�DVVHVVPHQW�RI�DOO�UHOHYDQW�IDFWRUV��
0DQDJHPHQW�UHYLHZV�WKH�DGHTXDF\�RI�WKHVH�SURYLVLRQV�DW�HDFK�FRQVROLGDWHG�EDODQFH�VKHHW�GDWH��+RZHYHU��LW�LV�SRVVLEOH�WKDW�DW�
VRPH�IXWXUH�GDWH�DQ�DGGLWLRQDO�OLDELOLW\�FRXOG�UHVXOW�IURP�DXGLWV�E\�WD[LQJ�DXWKRULWLHV��:KHUH�WKH�ILQDO�WD[�RXWFRPH�RI�WKHVH�
PDWWHUV�LV�GLIIHUHQW�IURP�WKH�DPRXQWV�WKDW�ZHUH�LQLWLDOO\�UHFRUGHG��VXFK�GLIIHUHQFHV�ZLOO�DIIHFW�WKH�WD[�SURYLVLRQV�LQ�WKH�SHULRG�LQ�
ZKLFK�VXFK�GHWHUPLQDWLRQ�LV�PDGH� 
 
7KH�RSHUDWLRQV�DQG�RUJDQL]DWLRQDO�VWUXFWXUH�RI�WKH�&RPSDQ\�DUH�FRPSOH[��DQG�UHODWHG�WD[�LQWHUSUHWDWLRQV��UHJXODWLRQV�DQG�
OHJLVODWLRQ�DUH�FRQWLQXDOO\�FKDQJLQJ��$V�D�UHVXOW��WKHUH�DUH�XVXDOO\�VRPH�WD[�PDWWHUV�LQ�TXHVWLRQ�WKDW�UHVXOW�LQ�XQFHUWDLQ�WD[�
SRVLWLRQV��7KH�&RPSDQ\�DSSURDFKHV�XQFHUWDLQ�WD[�SRVLWLRQV�IURP�D�OLDELOLW\�RU�H[SRVXUH�SHUVSHFWLYH��7KH�&RPSDQ\�SURYLGHV�
IRU�IXWXUH�OLDELOLWLHV�LQ�UHVSHFW�RI�XQFHUWDLQ�WD[�SRVLWLRQV�ZKHUH�DGGLWLRQDO�WD[�PD\�EHFRPH�SD\DEOH�LQ�IXWXUH�SHULRGV�DQG�VXFK�
SURYLVLRQV�DUH�EDVHG�RQ�PDQDJHPHQW¶V�DVVHVVPHQW�RI�H[SRVXUHV� 
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0DQDJHPHQW�'LVFXVVLRQ�	�)LQDQFLDO�$QDO\VLV 

 
&ULWLFDO�$FFRXQWLQJ�(VWLPDWHV�-�FRQWLQXHG 
 

'LVFORVXUH�&RQWUROV 
 

0DQDJHPHQW�LV�UHVSRQVLEOH�IRU�HVWDEOLVKLQJ�DQG�PDLQWDLQLQJ�GLVFORVXUH�FRQWUROV�DQG�SURFHGXUHV�LQ�RUGHU�WR�SURYLGH�UHDVRQDEOH 
DVVXUDQFH�WKDW�PDWHULDO�LQIRUPDWLRQ�UHODWLQJ�WR�WKH�&RPSDQ\�LV�PDGH�NQRZQ�WR�WKHP�LQ�D�WLPHO\�PDQQHU�DQG�WKDW�LQIRUPDWLRQ�
UHTXLUHG� WR� EH� GLVFORVHG� LV� UHSRUWHG� ZLWKLQ� WLPH� SHULRGV� SUHVFULEHG� E\� DSSOLFDEOH� VHFXULWLHV� OHJLVODWLRQ�� 7KHUH� DUH� LQKHUHQW�
OLPLWDWLRQV�WR�WKH�HIIHFWLYHQHVV�RI�DQ\�V\VWHP�RI�GLVFORVXUH�FRQWUROV�DQG�SURFHGXUHV�� LQFOXGLQJ�WKH�SRVVLELOLW\�RI�KXPDQ�HUURU�
DQG� WKH� FLUFXPYHQWLRQ� RU� RYHUULGLQJ� RI� WKH� FRQWUROV� DQG� SURFHGXUHV�� $FFRUGLQJO\�� HYHQ� HIIHFWLYH� GLVFORVXUH� FRQWUROV� DQG�
SURFHGXUHV�FDQ�RQO\�SURYLGH�UHDVRQDEOH�DVVXUDQFH�RI�DFKLHYLQJ�WKHLU�FRQWURO�REMHFWLYHV��%DVHG�RQ�PDQDJHPHQW¶V�HYDOXDWLRQ�RI�
WKH�GHVLJQ�DQG�HIIHFWLYHQHVV�RI�WKH�&RPSDQ\¶V�GLVFORVXUH�FRQWUROV�DQG�SURFHGXUHV��WKH�&RPSDQ\¶V�&KLHI�([HFXWLYH�2IILFHU�DQG�
&KLHI�)LQDQFLDO�2IILFHU�KDYH�FRQFOXGHG�WKDW�WKHVH�FRQWUROV�DQG�SURFHGXUHV�DUH�GHVLJQHG�DQG�RSHUDWLQJ�HIIHFWLYHO\�DV�RI�0DUFK�
���� ����� WR� SURYLGH� UHDVRQDEOH� DVVXUDQFH� WKDW� WKH� LQIRUPDWLRQ� EHLQJ� GLVFORVHG� LV� UHFRUGHG�� VXPPDUL]HG� DQG� UHSRUWHG� DV�
UHTXLUHG� 
 

,QWHUQDO�&RQWUROV�2YHU�)LQDQFLDO�5HSRUWLQJ 
 

0DQDJHPHQW� LV� UHVSRQVLEOH� IRU� HVWDEOLVKLQJ� DQG� PDLQWDLQLQJ� DGHTXDWH� LQWHUQDO� FRQWUROV� RYHU� ILQDQFLDO� UHSRUWLQJ� WR� SURYLGH�
UHDVRQDEOH� DVVXUDQFH� UHJDUGLQJ� WKH� UHOLDELOLW\� RI� ILQDQFLDO� UHSRUWLQJ� DQG� WKH� SUHSDUDWLRQ� RI� ILQDQFLDO� VWDWHPHQWV� IRU� H[WHUQDO�
SXUSRVHV� LQ� DFFRUGDQFH� ZLWK� ,)56�� ,QWHUQDO� FRQWURO� V\VWHPV�� QR� PDWWHU� KRZ� ZHOO� GHVLJQHG�� KDYH� LQKHUHQW� OLPLWDWLRQV� DQG�
WKHUHIRUH�FDQ�RQO\�SURYLGH�UHDVRQDEOH�DVVXUDQFH�DV�WR�WKH�HIIHFWLYHQHVV�RI�LQWHUQDO��FRQWUROV�RYHU�ILQDQFLDO�UHSRUWLQJ��LQFOXGLQJ�
WKH�SRVVLELOLW\�RI� KXPDQ�HUURU�DQG� WKH�FLUFXPYHQWLRQ�RU�RYHUULGLQJ�RI� WKH�FRQWUROV�DQG�SURFHGXUHV��%DVHG�RQ�PDQDJHPHQW¶V�
GHVLJQ� DQG� WHVWLQJ� RI� WKH� HIIHFWLYHQHVV� RI� WKH� &RPSDQ\¶V� LQWHUQDO� FRQWUROV� RYHU� ILQDQFLDO� UHSRUWLQJ�� WKH� &RPSDQ\¶V� &KLHI�
([HFXWLYH�2IILFHU�DQG�&KLHI�)LQDQFLDO�2IILFHU�KDYH�FRQFOXGHG�WKDW� WKHVH�FRQWUROV�DQG�SURFHGXUHV�DUH�GHVLJQHG�DQG�RSHUDWLQJ�
HIIHFWLYHO\�DV�RI�0DUFK���������� WR�SURYLGH� UHDVRQDEOH�DVVXUDQFH� WKDW� WKH� ILQDQFLDO� LQIRUPDWLRQ�EHLQJ� UHSRUWHG� LV�PDWHULDOO\�
DFFXUDWH�� 'XULQJ� WKH� SHULRG� HQGHG�0DUFK� ���� ������ WKHUH� KDYH� EHHQ� QR� FKDQJHV� LQ� WKH� GHVLJQ� RI� WKH� &RPSDQ\¶V� LQWHUQDO�
FRQWUROV�RYHU�ILQDQFLDO�UHSRUWLQJ�WKDW�KDYH�PDWHULDOO\�DIIHFWHG��RU�DUH�UHDVRQDEO\�OLNHO\�WR�PDWHULDOO\�DIIHFW��LWV�LQWHUQDO�FRQWUROV�
RYHU�ILQDQFLDO�UHSRUWLQJ� 
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&RQVROLGDWHG�%DODQFH�6KHHW 

8QDXGLWHG�����
V�&�� 0DUFK����  6HSWHPEHU����  0DUFK���� 
 ����  ����  ���� 
$VVHWV      

���&XUUHQW�$VVHWV      
�������$FFRXQWV�UHFHLYDEOH��QRWH��� �����������������  ������������������  ����������������� 
�������,QFRPH�WD[HV�UHFHLYDEOH ���  ���  ����� 
�������,QYHQWRULHV��QRWH��� �������  �������  ������� 
�������3UHSDLG�H[SHQVHV �����  �����  ����� 
���7RWDO�&XUUHQW�$VVHWV �������  �������  ������� 
�������3URSHUW\��SODQW�DQG�HTXLSPHQW��QRWH��� ������  ������  ������ 
�������'HIHUUHG�LQFRPH�WD[�DVVHWV��QRWH���� �����  �����  ����� 
�������,QWHUHVWV�LQ�MRLQW�YHQWXUHV�DQG�RWKHU�HQWLWLHV��QRWH���� �����  �����  ����� 
���7RWDO�$VVHWV ����������������  �����������������  ���������������� 
      
/LDELOLWLHV�DQG�6KDUHKROGHUV¶�(TXLW\      

���&XUUHQW�/LDELOLWLHV      
�������%DQN�LQGHEWHGQHVV��QRWH��� �����������������  �����������������  ����������������� 
�������$FFRXQWV�SD\DEOH�DQG�DFFUXHG�OLDELOLWLHV��QRWH��� ������  �������  ������� 
�������,QFRPH�WD[HV�SD\DEOH -  ���  ��� 

�������&XUUHQW�SRUWLRQ�RI�ORQJ�WHUP�GHEW��QRWH���� �����  -  - 
���7RWDO�&XUUHQW�/LDELOLWLHV �������  �������  ������� 
�������'HIHUUHG�LQFRPH�WD[�OLDELOLWLHV��QRWH���� -  ��  �� 
�������/RQJ�WHUP�GHEW��QRWH���� ������  ���  ��� 
���7RWDO�/LDELOLWLHV �������  �������  ������� 
   ������������������   
6KDUHKROGHUV¶�(TXLW\      
�������6KDUH�FDSLWDO��QRWH���� ������  ������  ������ 
�������5HWDLQHG�HDUQLQJV ������  ������  ������ 
���7RWDO�6KDUHKROGHUV
�(TXLW\ ������  ������  ������ 
7RWDO�/LDELOLWLHV�DQG�(TXLW\ ��������������  �����������������  �������������� 

   �   

6XEVHTXHQW�HYHQW��QRWH����      

�������$GYDQFHV�IURP�UHODWHG�SDUW\��QRWH��� ������  ������  ������ 

$SSURYHG�RQ�EHKDOI�RI�WKH�%RDUG�  

'LUHFWRU�  'LUHFWRU� 
<XU\�5\D]RY 'PLWU\�8GUDV� 

0D\��������� 0D\��������� 

&KLHI�([HFXWLYH�2IILFHU &KDLUPDQ�RI�WKH�%RDUG 
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&RQVROLGDWHG�6WDWHPHQW�RI�&RPSUHKHQVLYH��/RVV��,QFRPH 

8QDXGLWHG�SHULRGV�HQGHG�0DUFK��������
V�&�� 4������  4������  <7'�����  <7'�����  
         

5HYHQXH��QRWH��� ��������  ��������  ���������  ���������  
���&RVW�RI�JRRGV�VROG��QRWH��� ������  ������  �������  �������  
*URVV�3URILW ����� ����� ����� ���� ������ ���� ����� ���� 

         
���6HOOLQJ�	�DGPLQLVWUDWLRQ�H[SHQVHV ����� ���� ����� ���� ������ ���� ������ ����� 

,QFRPH��/RVV��IURP�2SHUDWLRQV ����� ���� ������� ������ ����� ������ ������� ������ 
         

���*DLQ�RQ�GLVSRVDO�RI�DVVHWV �����  ���  �����  �����  

���,QWHUHVW�LQFRPH�� -  �����  ���  �����  
���,QWHUHVW�H[SHQVH �����  �����  �����  �����  
����*DLQ��/RVV�RQ�IRUHLJQ�H[FKDQJH �����  �����  �������  �����  
���6KDUH�RI�LQFRPH�IURP�LQWHUHVWV�LQ�MRLQW�� 
��������YHQWXUHV�DQG�RWKHU�HQWLWLHV��QRWH���� ���  ����  ����  ����  
���5HVHDUFK�DQG�GHYHORSPHQW�FRVWV �����  �����  �����  �����  
         

1HW��/RVV��,QFRPH�%HIRUH�7D[HV ��� ���� ������� ������� ������� ������ �������� ������� 
         

���&XUUHQW�LQFRPH�WD[HV� 
���������UHFRYHUHG���QRWH���� ���  �  -  ���  
���'HIHUUHG�LQFRPH�WD[HV� 
���������UHFRYHUHG���QRWH���� ����  ����  ����  �������  
         
���7RWDO�LQFRPH�WD[HV��UHFRYHUHG� ����  ����  ����  �����  
         
1HW�,QFRPH��/RVV��DQG�&RPSUHKHQVLYH 
����,QFRPH��/RVV� ����� ���� ��������� ������� ��������� ������ ���������� ������� 

&RQVROLGDWHG�6WDWHPHQW�RI�&KDQJH�LQ�6KDUHKROGHUV¶�(TXLW\� 
)RU�WKH�SHULRGV�HQGHG�0DUFK��������
V�&��H[FHSW�
SHU�VKDUH�DPRXQWV� 4������  4������  <7'�����  <7'�����  
         

&DSLWDO�6WRFN�� 
����EHJLQQLQJ�DQG�HQG�RI�SHULRG ��������  ��������  ����������  ����������  
         
5HWDLQHG�(DUQLQJV��EHJLQQLQJ�RI�SHULRG ������  ������  ������  ������  
����1HW�LQFRPH��ORVV��DQG�FRPSUHKHQVLYH 
��������LQFRPH��ORVV� ���  �������  �������  ��������  
�         
5HWDLQHG�(DUQLQJV��HQG�RI�SHULRG ������  ������  ������  ������  
         
6KDUHKROGHUV¶�(TXLW\��HQG�RI�SHULRG ��������  ��������  ����������  ����������  
         
,QFRPH��/RVV��JDLQ�SHU�VKDUH         
%DVLF�DQG�IXOO\�GLOXWHG �������  ���������  �����������  �����������  

���*DLQ�RQ�IRUJLYHQHVV�RI�GHEW��QRWH���� -  -  �������  -  
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&RQVROLGDWHG�6WDWHPHQW�RI�&DVK�)ORZV 

8QDXGLWHG�SHULRGV�HQGHG�0DUFK��������
V�&�� 4������  4������  <7'�����  <7'����� 
          

&DVK�SURYLGHG�E\��XVHG�LQ��RSHUDWLQJ�DFWLYLWLHV        

 1HW��ORVV��LQFRPH�DQG�FRPSUHKHQVLYH��ORVV��LQFRPH ����������  �����������  ����������  ����������� 
 $GG��GHGXFW��QRQ-FDVK�LWHPV        
  'HSUHFLDWLRQ�RI�SODQW�DQG�HTXLSPHQW ���  ���  �����  ����� 
  *DLQ�RQ�GLVSRVDO�RI�DVVHWV �����  ���  �����  ����� 
  �*DLQ��/RVV�RQ�IRUHLJQ�H[FKDQJH �����  �����  �������  ����� 
  'HIHUUHG�LQFRPH�WD[HV��UHFRYHUHG� ����  ����  ����  ������� 

  
6KDUH�RI�LQFRPH�IURP�LQWHUHVWV�LQ 
�����MRLQW�YHQWXUHV�DQG�RWKHU�HQWLWLHV ���  ����  ����  ���� 

   �����  �������  �������  �������� 
        

1HW�FKDQJH�LQ�QRQ-FDVK� 
�����ZRUNLQJ�FDSLWDO�EDODQFHV��QRWH���� �����  �����  ��������  ������ 
         
   �����  �������  ��������  ����� 
,QYHVWLQJ�DFWLYLWLHV        
 3XUFKDVH�RI�SURSHUW\��SODQW�DQG�HTXLSPHQW �����  �����  �����  ����� 

 3URFHHGV�RQ�OLFHQVLQJ�RI�LQWHOOHFWXDO�SURSHUW\ -  -  �����  - 
          
   �����  �����  �����  ����� 
)LQDQFLQJ�DFWLYLWLHV        
 5HSD\PHQWV�RI�ORQJ�WHUP�GHEW �����  -  �����  - 
 3URFHHGV�RQ�GHEW�LVVXDQFH -  -  ������  - 
 $GYDQFHV�IURP��UHSD\PHQWV�WR��UHODWHG�SDUW\ ����  �����  �������  ����� 
 )RUHLJQ�H[FKDQJH�ORVV��JDLQ��RQ�WKH�DERYH�LWHPV �����  �����  �����  ����� 
         
   �����  �����  ������  ����� 
          

)RUHLJQ�H[FKDQJH��JDLQ��ORVV�RQ�EDQN�LQGHEWHGQHVV ���  �����  �������  ����� 
          

1HW�FDVK�SURYLGHG��XVHG��LQ�WKH�SHULRG ���  �����  �������  ����� 
%DQN�LQGHEWHGQHVV��EHJLQQLQJ�RI�SHU LRG ��������  ��������  �������  �������� 
        
%DQN�LQGHEWHGQHVV��HQG�RI�SHU LRG �����������  �����������  �����������  ����������� 

 3URFHHGV�RQ�VDOH�RI�SURSHUW\��SODQW�DQG�HTXLSPHQW ���  ��  ���  ��� 
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1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV 

Buildings 4 to 5% Straight line 
Equipment 20 to 100% Declining balance 
Computer equipment 30 to 100% Declining balance 

1.     Basis of Operations 
 
Buhler Industries Inc. (the Company) was incorporated under the laws of Canada on 
February 1, 1994. On March 24, 1994 the Company was listed and posted for trading on 
the TSX under the stock exchange symbol “BUI”. The address of the registered office is 
1260 Clarence Avenue, Winnipeg, Manitoba. 
 
The Company, through its subsidiaries and a joint venture, has manufacturing and 
warehousing  facilities in Canada and the United States of America (U.S.). The Company 
produces farm equipment for sale in Canada, U.S. and overseas. 

2.     Basis of Presentation 
 
The Company prepares its consolidated financial statements in accordance with 
International 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 
14, 2021. 

3.     Significant Accounting Policies 
 
(a)     Basis of consolidation 
The consolidated financial statements include the accounts of the Company and its active 
wholly-owned subsidiaries, Buhler Versatile Inc., Buhler Trading Inc., B.I.I. Fargo, Inc., 
Buhler Versatile USA Inc., Implement Sales Co. Inc., Haskett Properties Inc., ISCO Inc., 
Progressive Manufacturing Ltd., John Buhler Inc., and Amarillo Service and Supply 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 
consideration which is deemed to be an asset or liability will be recognized in accordance 
with IAS 39 either in the statement of income or as a change to other comprehensive 
income. Contingent consideration that is classified as equity is not re-measured, and its 
subsequent settlement is accounted for within equity. 
 
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 
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 recognized in net income, except for exchange differences arising on the 
translation of financial instruments qualifying as a cash flow hedge, which are recognized 
directly in other comprehensive income (“OCI”). 
 
(d)     Inventories 
Inventories are stated at the lower of cost and net realizable value. The cost of inventories 
is based on the first-in first-out principle and includes expenditures incurred in acquiring 
the inventories and bringing them to their existing location and condition. In the case of 
manufactured inventories, cost includes an appropriate share of variable and fixed 
overheads based on normal operating capacity. Any excess, unallocated, fixed overhead 
costs are expensed as incurred. Net realizable value is the estimated selling price in the 
ordinary course of business, less the estimated costs of completion and selling expenses. 
 
Inventories are written down to net realizable value if net realizable value declines below 
carrying amount. When circumstances that previously caused inventories to be written 
down below cost no longer exist or when there is clear evidence of an increase in selling 
price, the amount of the write-down previously recorded is reversed. 

3.     Significant Accounting Policies - continued 
 
(e)     Revenue recognition 
 
Revenue is recognized when control of the equipment or parts has been transferred and 
the Company’s performance obligations to the customers have been satisfied. Revenue is 
measured as the amount of consideration the Company expects to receive in exchange for 
transferring the goods. 
 
The timing of when the Company transfers the goods to the customer may differ from the 
timing of the customer’s payment. 
 
Revenues are stated net of discounts, allowances, settlement discounts and rebates, as 
well as costs for sales incentive programs, which are determined on the basis of historical 
costs and charged against profit for the period in which the corresponding sales are 
recognized. 
 
The Company has determined that the customers from the sale of equipment and parts 
are generally dealers. 
 
Transfer of control, and thus related revenue recognition, generally corresponds to when 
the equipment and parts are made available to the customer. Therefore, the Company 
recognizes revenue at a point in time, when control is transferred to the customer at a sale 
price that the Company expects to receive. 
 
For all sales, no significant uncertainty exists surrounding the purchaser’s obligation to pay 
for equipment and parts. The Company records appropriate allowance for credit losses 
and anticipated 
 
The cost of incentives, if any, are estimated at the inception of a contract at the amount 
that is expected to be paid and is recognized as a reduction to revenue at the time of the 
sale. If the estimate of the incentive changes following the sale to the customer, the 
change in estimate is recognized as an adjustment to revenue in the period of the change. 
The Company grants certain sales incentives to support sales of its products to retail 
customers. At the later of the time of sale or the time an incentive is announced to 
dealers, the Company records the estimated impact of sales allowances in the form of 
dealer and customer incentives as a reduction of revenue. Subsequent adjustments to 
sales incentive programs related to products previously sold are recognized as an 
adjustment to revenues in the period the adjustment is determinable. The determination 
of sales allowances requires management to make estimates based upon historical data, 
estimated future market demand for products, field inventory levels, announced incentive 
programs, competitive pricing and interest rates, among other things. 
 
(f)    Sales allowances 
The Company grants certain sales incentives to support sales of its products to retail 
customers. At the later of the time of sale or the time an incentive is announced to 
dealers, the Company records the estimated impact of sales allowances in the form of 
dealer and customer incentives as a reduction of revenue. The expense for new programs 
is accrued at the inception of the program. The amounts of incentives to be paid are 
estimated. The determination of sales allowances requires management to make 
estimates based upon historical data, estimated future market demand for products, field 
inventory levels, announced incentive programs, competitive pricing and interest rates, 
among other things. 
 
 
(g)     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 
qualifying construction projects, and the costs of dismantling and removing the items and 
restoring the site on which they are located. When major components of an item of 
property and equipment have different useful lives, they are accounted for as separate 
items. Depreciation is calculated using the 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 provide a contractual right of use 
are measured at cost, comprised of the initial measurement of the corresponding finance 
lease payable, lease payments made at or before the commencement date and any initial 
direct costs.  They are subsequently depreciated on a straight-line basis and reduced by 
impairment losses.  At period end, the Company had no right of use assets. 
 
(h)     Research and development expenses 
The Company expenses all research and development 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. 
 
(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. 
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3.     Significant Accounting Policies - continued 
 
(j)    Cash/bank indebtedness 
Cash/bank indebtedness includes cash on hand, bank overdrafts and bankers 
acceptances. Bank overdrafts are repayable on demand. Bank overdrafts and bankers 
acceptances form an integral part of the Company’s cash management and are included 
as a component of cash/bank indebtedness for the purpose of the statement of cash 
flows. 
 
(k)     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 
differences between the tax bases of assets and liabilities and their carrying amounts in 
the financial statements, and by the availability of unused income tax losses. 
 
Deferred tax expense is recognized using the balance sheet method in which temporary 
differences are calculated based on the carrying amounts of assets and liabilities for 
financial reporting purposes and the tax bases of assets and liabilities for income taxation 
purposes. Deferred tax is not recognized for the following temporary timing differences: 
the initial recognition for both goodwill and assets and liabilities in a transaction that is not 
a business combination and that affects neither accounting nor taxable income; and 
differences relating to investments in subsidiaries to the extent that it is probable that they 
will not reverse in the foreseeable future. Deferred tax is measured at the income tax rates 
that are expected to be applied when the temporary difference reverses, that is, when the 
asset is realized or the liability is settled, based on the income tax laws that have been 
enacted or substantively enacted at the reporting date. 
 
Deferred tax assets are recognized only to the extent that it is probable that future taxable 
income will be available against which the assets can be utilized. Deferred tax assets are 
reviewed at each reporting date and are reduced to the extent that it is no longer probable 
that the related income tax benefit will be realized. 
 
Current tax assets and liabilities are offset when the Company and its subsidiaries have a 
legally enforceable right to offset the amounts and intend to either settle on a net basis, or 
to realize the asset and settle the liability simultaneously. Deferred tax assets and 
liabilities are offset when there is a legally enforceable right to offset and when the 
deferred tax balances relate to the same income tax authority. 
 
(l)     Financial instruments 
In accordance with IFRS 9 - )LQDQFLDO�,QVWUXPHQWV, financial assets are classified as 
measured at either amortized cost, fair value through other comprehensive income or fair 
value through profit or loss, depending on the business model for managing such financial 
assets and the asset’s contractual cash flow characteristics. Financial liabilities are 
classified as measured at amortized cost using the effective interest method. 
 
The Company’s financial instruments are classified as follows: a) cash and cash 
equivalents (bank indebtedness) - fair value through profit and loss, b) accounts 
receivable - amortized cost, c) advances to related parties - amortized cost, d) accounts 
payable and accrued liabilities - amortized cost, d) interests in other entities - fair value 
through profit and loss, e) advances from related parties - amortized cost and f) long term 
debt - amortized cost. All financial instruments are included in the consolidated balance 
sheet and are measured at fair value except loans and receivables and other financial 
liabilities, which are measured at amortized cost. 
 
All changes in fair value are recorded to the statement of comprehensive income unless 
cash flow hedge accounting is used, in which case changes in fair value are recorded in 
other comprehensive income. 
 
The Company’s policy is not to utilize derivative financial instruments for trading or 
speculative purposes. The Company may utilize derivative instruments in the management 
of its foreign currency and interest rate exposures. 
 
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 may enter into foreign currency forward contracts to 
manage foreign exchange exposures on accounts receivable expected to be recovered in 
US dollars. 
 
The fair value of each contract is included on the consolidated balance sheet within 
derivative 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. 

3.     Significant Accounting Policies - continued 
 
(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 
comprehensive income, nor is there any accumulated balance of other comprehensive 
income. All gains and losses, including those arising from measurement of all financial 
instruments have been recognized in net income for the year. 
 
(o)    Product warranties 
The Company makes provisions for estimated expenses related to product warranties at 
the time products are sold. Management establishes these estimates based on historical 
information on the nature, frequency and average cost of warranty claims. The Company 
seeks to improve product quality and minimize warranty expenses arising from claims. 
Warranty costs may differ from those estimated if actual claim rates are higher or lower 
than historical rates. 
 
(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 
generates cash inflows from continuing use that are largely independent of the cash 
inflows of other assets or groups of assets. 
 
Impairment of financial assets 
Financial assets are assessed at each reporting date to determine whether there is any 
objective evidence that they are impaired. A financial asset is considered to be impaired if 
objective evidence indicates that one or more events have had a negative effect on the 
estimated future cash flows of that asset. An impairment loss is calculated as the 
difference between its carrying amount, and the present value of the estimated future 
cash flows discounted at their original effective interest rate. All impairment losses are 
recognized in the consolidated statement of comprehensive income. An impairment loss is 
reversed if the reversal can be related objectively to an event occurring after the 
impairment loss was recognized. 

4. Critical Accounting Estimates and Judgments 
 
The Company makes estimates and assumptions concerning the future. The resulting 
accounting estimates may, by definition, not equal the actual results. The estimates and 
assumptions that are critical to the determination of carrying value of assets and liabilities 
are addressed below. 
 
(a) Sales incentives 
The Company provides certain sales incentives on some sales that may be settled after 
year end. An estimate of these amounts that may be payable is accrued, but may vary 
based on the programs in place at the time of settlement. These have been accrued for in 
accounts payable and accrued liabilities. 
 
(b)     Expected credit losses: 
The Company recognizes expected credit losses on financial assets and changes in such 
losses, at each reporting date to reflect changes in credit risk since the initial recognition 
of the financial assets.  For accounts receivable, the Company applied the simplified 
approach permitted by IFRS 9, under which the lifetime expected credit losses must be 
recognized upon initial recognition.  For loans classified under receivables, the Company 
measures credit risk based on the 12 month expected credit risk if there has not been a 
significant increase in credit risk since initial recognition. 
 
(c)     Allowance for inventory obsolescence: 
The Company estimates allowances for potential losses resulting from inventory becoming 
obsolete and that cannot be processed and/or sold to customers. Additional allowances 
may be required if the physical condition of inventory deteriorates or customer 
requirements change. 
 
(d)     Impairment of property, plant and equipment  
An integral component of impairment testing is determining the asset’s recoverable 
amount. The determination of the recoverable amount involves significant management 
judgment, including projections of future cash flows and the appropriate discount rates. 
The cash flows are derived from financial forecasts and do not include restructuring 
activities that the Company is not yet committed to or significant future investments that 
will enhance the asset’s performance. Qualitative factors, including market presence and 
trends, strength of customer relationships, strength of local management, strength of debt 
and capital markets, and degree of variability in cash flows, as well as other factors, are 
considered when making assumptions with regard to future cash flows and the 
appropriate discount rate. The recoverable amount is most sensitive to the discount rate 
used for the discounted cash flow model as well as the expected future cash inflows and 
the growth rate used for extrapolation purposes. A change in any of the significant 
assumptions or estimates could result in a material change in the recoverable amount. 
 
No impairment losses were recognized in 2021 nor 2020. 
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9.    Related Party Transactions (000's C$)   March 31 Sept. 30 
   2021 2020 
     
Accounts receivable from controlling shareholder   $1,257 $   3,076 
Accounts payable to controlling shareholder   45 2,086 
Advances from related party   32,198 34,172 
     
 Q2 2021 Q2 2020 YTD 2021 YTD 2020 
     
Net sales to controlling shareholder $ 1,399 $ 1,523 $     4,857 $   4,315 
Net purchases from controlling shareholder 11 - 15 45 

 Q2 2021 Q2 2020 

   

Salaries, fees and short term employee benefits $     409 $      466 

YTD 2021 YTD 2020 

  

$      909 $    1,012 

10.    Income Taxes (000's C$) Q2 2021 Q2 2020 YTD 2021 YTD 2020 
     
Current year $          (4) $           1  - $        63  
Adjustment for prior years - 2 - 296 

     
Current income tax provision $       (4) $           3 $          - $      359 

     
Origination and reversal of timing differences    $       (13) $      (21) $       (17) $      (460) 

SR&ED credits earned - - - (566) 

               
Deferred tax recovery $       (13) $      (21) $       (17) $  (1,026) 

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

Combined Canadian federal and provincial  
    income tax rate 27.0% 27.0% 27.0% 27.0% 
     
Effect of unrecorded tax assets (27.6) (27.2) (27.5) (27.5) 
SR&ED credits earned - - - 3.9 
Prior year tax adjustments - - - (2.0) 
Non-taxable portion of capital gains - - - 0.4 
Permanent differences and other 0.2 0.4 1.0 2.8 

     
Effective income tax rate (0.4)% 0.2% 0.5% 4.6% 
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During the period, inventories in the amount of $42,653 (2020 - $40,003) were expensed 
to cost of sales.  For the six months ended March 31, 2021, $76,919 (2020 - $72,312) 
were expensed, including inventory write downs of $153 (2020 - $679). 
 
The carrying value of inventories is pledged as security against the Company’s credit 
facilities. 
 
Included in inventories are units sold on consignment being held at dealers locations in 
the amount of $2,168 (September 30, 2020 - $3,861). 

4. Critical Accounting Estimates and Judgments—continued 
 
(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 the 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 labour 
costs.  
 
(f)      Economic conditions 
In the context of the COVID-19 pandemic and the related climate of uncertainty, the 
Company revised some of its most complex estimated and assumptions, including 
significant judgement areas, used in preparing the consolidated financial statements for 
the period ended March 31, 2021.  The main estimates revised to reflect the impact of 
COVID-19 pandemic on financial reporting were the determination of whether there was 
an indication that assets, CGU’s or groups of CGU’s, may be impaired, the assumption 
used in the establishment of their recoverable amount when an impairment test was 
deemed necessary, and the assessment of credit risk on receivables.  Additional revisions 
might be required in the future depending on the development of the pandemic and its 
impact on the final measurement of the carrying amount of the Company’s assets.  
 

6.    Credit Facilities (000’s C$) 
 
The Company has available a financing facility in the amount of $60,000. This facility is an 
asset-based credit agreement with the Canadian Imperial Bank of Commerce. The credit 
facility is secured by a general security agreement and assignment of specific receivables 
and inventory in Canada and the U.S. The financing facility is at Bankers Acceptance and/
or LIBOR rates plus stamping fees. At March 31, 2021, the amount drawn on this facility is 
$11,866, (September 30, 2020 - $17,229). Cash balances of $nil have been netted with 
the facility (September 30, 2020 - $1,400). 

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

   
Raw materials $    61,841 $    50,786  
Work in process 3,731 5,896 
Finished goods 91,038 90,249 

 $ 156,610 $ 146,931 

 2021 2020 

 Land Buildings Equipment 
Computer 
equipment Total 

Sept. 30, 2019 net book 
value $  3,557 $  9,096 $  4,645 $     742 $  18,040 
Additions - - 1,064 32 1,096 
Disposals - (110) (127) (2) (239) 
Depreciation - (908) (1,988) (231) (3,127) 
Sept. 30, 2020 net book 
value $  3,557 $  8,078 $  3,594 $    541 $ 15,770 
Additions - 84 526 83 693 

Disposals - - (60) - (60) 
Depreciation - (453) (572) (86) (1,111) 
March 31, 2021 net book 
value $ 3,557 $7,709 $3,488 $538 $15,292 

Recorded as: 

 Land Buildings Equipment 
Computer 
equipment Total 

Cost $ 3,557 $  28,361 $58,412 $  6,847 $97,177 
Accumulated depreciation - (20,283) (54,818) (6,306) (81,407) 
Sept. 30, 2020 net book 
value $ 3,557 $8,078 $    3,594 $         541 $  15,770 
      
Cost $ 3,557 $28,411 $57,570 $6,925 $96,463 
Accumulated depreciation - (20,702) (54,082) (6,387) (81,171) 
March 31, 2021 net book 
value $ 3,557 $7,709 $3,488 $538 $15,292 

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

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 $206 of equipment not being depreciated as 
the assets are not yet in use (September 30, 2020 -  $19). 

All transactions with related parties are recorded at the exchange amount agreed to by the 
related parties. In the current year, the Company licensed certain intellectual properties to 
the controlling shareholder for $2,000 USD.  These relate to a tractor model that has a 
limited market in North America.   The license covers a three year period.  The property 
licensed has no cost basis.  The proceeds on the license will be recognized over the relat-
ed time period.   
 
The advances from the controlling shareholder of $25,611 USD (September 30, 2020 - 
$25,618 USD) bears interest at 5.0% and are due on demand. 
 
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): 

Income taxes paid during the period were $105 (Q2 2020 - taxes recovered of 
$600). For the six months ended March 31, 2021, the taxes paid were $473 (2020 
- taxes recovered of $3,076). 
 
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. 
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14.    Capital Stock and Options (000’s C$)  

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

 March 31, 2021  Sept. 30, 2020 
 Shares   Shares  
Issued Class A common 25,000  $ 30,000   25,000  $30,000  

There are no options outstanding as of March 31, 2020 nor September 30, 2019. 

15.    Interest Paid (000’s C$) Q2 2021 Q2 2020 
   

Bank indebtedness $          170 $          447 

Long term debt 456 295 

 $      1,490 $      1,751 

YTD 2021 YTD 2020 
  

$         242 $         917 

1,001 567 

$     3,077 $     3,549 

Wholesale financing 864 1,009 1,834 2,065 

16.    Expenses by nature (000’s C$) Q2 2021 Q2 2020 
   
Raw materials and consumables used $   49,750 $   46,320 
Depreciation and amortization 365 674 
Personnel expenses 11,579 15,581 
Freight 1,960 1,210 

 $   63,654 $   63,785 

YTD 2021 YTD 2020 
  

$   91,821 $   83,267 
1,111 1,255 

23,843 31,668 
3,544 2,530 

$  120,319 $  118,720 

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

Income statement information Q2 2021 Q2 2020 YTD 2021 YTD 2020 
     
Revenues $   1,488 $  1,453 $   2,737 $   1,884 
Profit from continuing operations $        12 $     103 $      109 $       83 
Net income and comprehensive income $          9 $       97 $       77 $       82 
     
Other information     
     
Dividends received from joint ventures and 
other entities  $             6 $          12 $            9 $         15 
Depreciation $             7 $            1 $          14 $          2 
Income tax expense $             5 $          31 $          27 $        24 

11.     Interests in Joint Ventures and Other Entities (000’s C$) 
 
The Company has a joint venture operating as Bradley Steel Processors Inc. and 
miscellaneous 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: 

10.    Income Taxes (000's C$) - continued 

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

Deferred income tax assets March 31 Sept. 30 
 2021 2020 
   
Property, plant, equipment and intangibles $           892 $           931 
SRED credits 4,693 4,693 
 $        5,585 $       5,624 
   
Deferred income tax liabilities March 31 Sept. 30 
 2021 2020 
   
Property, plant, equipment and intangibles $             - $             48 

Balance sheet information March 31 Sept. 30 
 2021 2020 
Assets   
Current $   6,277 $   6,123 
Non-current 181 249 
Total Assets $   6,458 $6,372 
   
Liabilities   
Current $       297 $233 
Non-current - - 
Total Liabilities 297 233 
   
Equity 6,161 $  6,139 
   
Total Liabilities and Equity $   6,458 $  6,372 

13.     Long term debt (000’S C$) 
 
The Company’s long term debt consists of a $15,000 facility with Canadian Imperial Bank 
of Commerce, secured by a mortgage on the Company’s Winnipeg properties and a guar-
antee from Export Development Canada.  The loan matures on October 8, 2022 and is 
amortized over 84 months with principal repayments commencing February 2021 in the 
amount fo $179. 
 
In addition to the CIBC facility the Company has an amount of $395 (September 30, 
2020—$414) due to the City of Willmar.  The loan is held in USD in the amount of $310 
(September 30, 2020—$310).  The amount bears interest at the annual rate of the implicit 
price deflator for Minnesota and is due June 2025.  

Deferred tax assets are recognized for tax loss carry-forwards to the extent that the 
realization of the related tax benefit through future taxable profits is probable. The ability 
to realize the tax benefits of these losses is dependent upon a number of factors, 
including the future profitability of operations in the jurisdictions in which the tax losses 
arose.  
 
Deferred tax assets of $34,565 in Canada (September 30, 2020 - $34,018) in excess of 
the deferred tax losses are available to be carried forward to future periods. Of this 
amount only $5,576 has been recorded (September 30, 2020 - $5,576). Management 
believes that these assets will be realized in future periods. As a result of losses over the 
past few years, management has decided to not recognize these assets as at March 31, 
2021. The remaining  $28,989 will be recognized in future periods when profitability 
returns in Canada. These losses begin to expire in 2037. 
 
Deferred tax assets of $19,661 in the U.S. (September 30, 2020 - $19,296) in excess of 
the deferred tax losses are available to be carried forward to future periods. Management 
believes that these assets will be realized in future periods. As a result of losses over the 
past few years, management has decided to not recognize these assets as at March 31, 
2021. These assets will be recognized in future periods when profitability returns in the 
U.S. These losses begin to expire in 2034. 

12.     Warranty provision (000’S C$) 
 
The Company generally provides its customers with a warranty on the goods sold. The 
movement in the provision for warrant costs during the year is as follows: 

 March 31 Sept. 30 
 2021 2020 

Opening balance $    9,315 5,810 
Warranty accrual (recovery) (net) 509 3,490 
Effect of exchange rate (14) 15 

Closing balance $    9,810 $    9,315 

   

The Company’s warranty costs for the period, net of recoveries from suppliers, was 
$2,065 (Q2 2020 - $1,737). For the six months ended March 31, 2021 these costs, net 
of recoveries from suppliers, was 5,458 (2020 - $3,381) 

 March 31 Sept. 30 
 2021 2020 
   
Balance outstanding $    15,042 $       414 

Less current portion (2,148) - 

Closing balance $   12,894     $      414 
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21.    Financial Instruments (000’s C$) 
 
The following presents the carrying value and fair value of the Company’s financial 
instruments: 

20.     Capital Management 
 
The Company’s fundamental objectives in managing capital are to maintain financial 
flexibility in order to preserve its ability to meet financial obligations, ensure adequate 
liquidity and financial flexibility at all times, and deploy capital to provide an appropriate 
investment return to its shareholders while maintaining prudent levels of financial risk. 
The Company believes that the aforementioned objectives are appropriate in the context 
of the Company’s business. 
 
The Company defines its capital as cash, bank indebtedness, shareholders’ equity, long 
term debt including the current portion, net of any cash and cash equivalents. The 
Company’s financial strategy is designed to maintain a flexible capital structure consistent 
with the objectives stated above and to respond to changes in economic conditions and 
the risk characteristics of underlying assets. In order to maintain or adjust its capital 
structure, the Company may purchase shares for cancellation pursuant to normal course 
issuer bids, issue new shares, raise debt (secured, unsecured, convertible and/or other 
types of available debt instruments), enter into hedging arrangements and refinance 
existing debt with different characteristics, amongst others. 

18.    Changes in non-cash working capital (000’s C$) 
 
Details of changes in non-cash working capital for the period are as follows: 

 Q2 2021 Q2 2020 
   

Accounts receivable $   8,555 $   (6,035) 
Inventories (3,052) (1,359) 
Prepaid expenses (1,037) 76 
Accounts payable and accrued liabilities (3,920) 14,918 
Income taxes receivable/payable (62) 589 
Foreign exchange loss on the above items 1,225 (5,056) 

 $     1,709 $     3,133 

YTD 2021 YTD 2020 
  

$18,467 $   (1,430) 
(9,679) (11,919) 

(313) 175 
(22,773) 24,409 

(414) 2,848 
(313) (3,069) 

$(15,025) $ 11,014 

19.    Cash Flow Changes from Financing Activities (000’s C$) 
 
Details of changes in financing activities for the period are as follows: 

20.     Capital Management - continued 
 
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. 
 
There are no externally imposed capital restrictions on the Company. 
 
There were no changes in the Company’s approach to capital management during the 
year. 

  March 31, 2021 

Financial Asset/Liability Classification 
Carried at cost/ 
Amortized cost Fair Value 

Bank indebtedness Amortized cost $ (11,866)  

Accounts receivable Amortized cost 28,140  
Interest in other entities  FVTPL  158 

Accounts payable and accrued liabilities Amortized cost (82,160)  

Advances from related parties Amortized cost (34,350)  
Long term debt Amortized cost (12,890)  

  September 30, 2020 

Financial Asset/Liability Classification 
Carried at cost/ 
Amortized cost Fair Value 

Bank indebtedness Amortized cost $ (6,807)  

Accounts receivable Amortized cost 46,607  

Interest in other entities  FVTPL  157 

Accounts payable and accrued liabilities Amortized cost (104,933)  

Advances from related parties Amortized cost (34,172)  

Long term debt Amortized cost (414)  

Financial instruments includes bank indebtedness, accounts receivable, advances to 
related parties, financial instruments, long term receivables, interests in other entities not 
subject to significant influence, accounts payable and accrued liabilities, advances from 
related parties 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 Company categorizes its fair value measurements of financial instruments according 
to a three-level hierarchy. The hierarchy prioritizes the inputs used by the Company’s 
valuation techniques. A level is assigned to each fair value measurement based on the 
lowest level input significant to the fair value measurement in its entirety. The three levels 
of the fair value hierarchy are defined as follows: 
 
Level 1 – fair value measurements that reflect unadjusted, quoted prices in active 
markets for identical assets and liabilities that the Company has the ability to access at 
the measurement date. 
 
Level 2 – fair value measurements using inputs other than quoted prices included within 
Level 1 that are observable for the asset or liability, either directly or indirectly. These 
include quoted prices for similar assets and liabilities in active markets, quoted prices for 
identical or similar assets and liabilities in inactive markets, inputs that are observable 
that are not prices (such as interest rates and credit risks) and inputs that are derived 
from or corroborated by observable market data. The fair values of interest in other 
entities 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. 

 Long term debt 
Advances from  
related party Total 

September 30, 2019 $        (411) $        (21,858) $     (22,269) 

Cash flows - (12,314) (12,314) 

Foreign exchange (3) - (3) 

September 30, 2020 (414) (34,172) (34,586) 
Cash flows (14,647) 1,974 (12,673) 

Foreign exchange 19 - 19 

March 31, 2020 $         (15,042) $         (32,198) $     (47,240) 

 Six months ended March 31, 2020 
 Canada U.S. CIS Other 

Revenue  $  36,322 $ 53,116 $  2,992 $  16,629 

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

 Six months ended March 31, 2021 
 Canada U.S. CIS Other 

Revenue $  36,973 $ 47,538 $  4,857 $  26,431 

 Q2 2020 
 Canada U.S. CIS Other 

Revenue  $ 22,971 $ 29,473 $         810 $ 6,563 
Property, plant, and equipment 11,686 5,645 167 - 

17.     Segmented Information (000’s C$) Q2 2021 
 Canada U.S. CIS Other 

Revenue $  27,442 $   23,910 $       1,399 $ 11,807 
Property, plant, and equipment 11,686 5,645 167 - 
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22.    Financial Risk Management (000’s C$)  - continued 
 
The 2021 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 
financial liabilities: 

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 
considered uncollectible, it is written off against the allowance for accounts receivable. 
Subsequent recoveries of amounts previously written off are credited against selling, 
general and administrative expenses in the statement of comprehensive income. 
 
The following table sets out the aging details of the Company’s accounts receivable 
balances outstanding based on the status of the receivable in relation to when the 

 March  31, 2021 Sept. 30, 2020 
   
Current - neither impaired nor past due $20,898 $    34,234 

Not impaired but past the due date;   
Within 30 days 99 1,657 
31-60 Days 103 828 
Over 60 days 8,226 11,028 
 29,326 47,747 
Less: Allowance for doubtful accounts (1,186) (1,140) 
Total receivables, net $        28,140 $   46,607 

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

 YTD 2021 YTD 2020 
   
Balance, beginning of period $           (1,140) $           (1,271) 
  Provisions for the year, net of recoveries (50) 20 
  Uncollectible amounts written off - - 
  Foreign exchange impact 4 (74) 
Balance, end of period $           (1,186) $           (1,325) 

22.    Financial Risk Management (000’s C$)  
 
The Company’s risk management program focuses on the unpredictability of financial 
markets and seeks to minimize potential adverse effects on the Company’s financial 
performance. The Company manages its risks and risk exposures through a combination 
of insurance, a system of internal and disclosure controls and sound business practices.  
 
Risk management is primarily the responsibility of the Company’s corporate finance 
function. Significant risks are regularly monitored and actions are taken, when 
appropriate, according to the Company’s approved policies, established for that purpose. 
In addition, as required, these risks are reviewed with the Company’s Board of Directors. 
 
Interest Rate Risk 
The Company’s interest rate risk arises from its variable rate bank indebtedness, 
wholesale financing and long term debt.  The long term debt at a 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, 2020, a 1% increase/decrease in the rate 
being charged to the Company would result in a $591 (Q2 2020 - $434) 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 
markets. 
 
Foreign Exchange Risk 
The Canadian dollar is the Company’s functional currency. The Company operates 
primarily in Canada and the United States. The reporting currency of the Company is 
Canadian dollars, whereas the functional currency for operations in the United States and 
sales to the CIS region are the U.S. dollar. Fluctuations in the exchange rate between the 
U.S. dollar and Canadian dollar will affect the Company’s reported results. However, the 
impact of changes in foreign exchange rates on the Company’s reported results differs 
over time depending on whether the Company is generating a net cash inflow or outflow of 
Canadian dollars. This is largely dependent on the Company’s revenue mix by currency as 
operating costs denominated in Canadian dollars have been relatively stable.  
 
In addition, translation differences arise when foreign currency monetary assets and 
liabilities are translated at foreign exchange rates that change over time. These foreign 
exchange gains and losses are recorded in revenues. As a result of the Company’s U.S. 
dollar net monetary position within the Canadian dollar reporting currency operations 
through to March 31, 2020, 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 $166 (Q2 2019 - $57). 
 
The Company’s exposure to foreign currency risk reported in U.S. dollars was as follows: 

 March 31, 2021 Sept. 30, 2020 
   
Trade and other receivables $ 8,147 $    18,849 
Trade and other payables (3,361) (11,157) 
Advances from related party (25,611) (25,618) 
Long term debt (310) (310) 
 $       (21,135) $  (18,236) 

The Company is partially insulated from large foreign exchange gains and losses by virtue 
of its mix of cash inflows and outflows in U.S. dollars. Gains and losses generated by 
fluctuations in the exchange rates used to translate U.S. dollar assets are offset by similar 
gains and losses on U.S. dollar liabilities. The Company also uses forward contracts to 
further mitigate these fluctuations when the natural hedges are forecasted to be 
insufficient. 
 
As at March 31, 2021, the Company had no U.S. to Canadian dollar foreign currency 
forward contracts (September 30, 2020 - $2,500). Fair value adjustments are recognized 
within (gain) loss on foreign exchange in the consolidated statement of comprehensive 
income.  
 
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 Company 
has current credit facilities of $60,000 in place. Actual bank funding may differ as the 
result of margin availability. As at March 31, 2021 the Company had access to $42,619 
(September 30, 2020 - $38,700) The Company manages its liquidity risk by forecasting 
cash flows and determining if the credit facilities in place are adequate or if additional 
financing would be required. 

 2022 2023 2024 2025 2026 
Post 
2026 Total 

Long term 
debt 2,148 2,142 2,142 2,142 2,545 3,923 15,042 

Total $ 128,372 $2,142 $2,142 $2,142 $2,545 $3,923 $146,550 

Bank 
indebtedness $ 11,866 $        - $         - $        - $          - $         - $ 11,866 

Due to relat-
ed party 32,198 - - - - - 32,198 

Accounts  
payable and 
accrued 
Liabilities 82,160      82,160 

24.    Subsequent Event 
 
During 2021 Q1 the Company announced that it would cease production at its Willmar, 
MN facility and its Vegreville, AB facility.  The production line from Willmar is currently 
being transferred to the Company’s Morden, MB facility.  The Vegreville production line is 
expected to be transferred to Winnipeg, MB following the 2021 fiscal year. 

23. Loan Forgiveness (000’s) 
 
During 2021 Q1 the Company had scheduled debt repayments commencing on loans with 
Alerus Financial.  However prior to the scheduled repayments commencing, the loans were 
satisfied in full through proceeds received from the Government of the United States Small 
Business Administration.  Total amounts received were $1,525 ($1,146 USD). 
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