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1.

Basis of Operations

3.

Significant Accounting Policies - continued

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 majority shareholder is Combine Factory
Rostselmash Ltd. and as of March 31, 2022 owns 96.7% of all outstanding shares of the
Company.

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.

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. The geopolitical situation
in Eastern Europe intensified on February 24, 2022, with Russia’s invasion of Ukraine. The
situation continues to evolve as military activity proceeds and additional sanctions are
imposed. The war is increasingly affecting economic and global financial markets and
exacerbating ongoing economic challenges, including issues such as rising inflation and
global supply-chain disruption.

(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. For all subsidiaries the
functional currency has been determined to be the Canadian dollar. 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. Non-monetary 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”).

The Company’s majority owner is Combine Factory Rostselmash Ltd. ("Rostselmash"), a
privately held Russian-based manufacturer of agricultural equipment. No sanctions have
been imposed on the Company's majority shareholder, the owners of the majority
shareholder or any officers or directors of the Company. The Company has not paid
dividends to the majority owner since it was purchased by Rostselmash. The Company has
had limited sales and purchases in the region and is not materially impacted by the
conflict. In addition, the Company does not store inventories or other assets in the region
and as a result the Company has no exposure to its assets.
Political events and sanctions are continually changing and differ across the globe. As a
result, volatility in commodity prices and currencies may impact the supply chain, demand
for equipment and profit margins. The Company continues to monitor the situation.
2.

Basis of Presentation

The Company prepares its consolidated financial statements in accordance with
International Financial Reporting Standards (IFRS).
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.
On March 25, 2021, the Company voted on changing its financial year end to December
31 from its previous year end of September 30. As a result, the amounts presented in
these consolidated financial statements are not entirely comparable. The Company will
revert to a customary reporting calendar on a December 31 year end, with fiscal quarters
ending on the last day of March, June, September and December each year. The first
quarter of 2022 (January - March 2022) is compared with the comparable period of
2021 (January - March 2021).
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
13, 2022.
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.

(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.
(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, based
on the shipping terms negotiated with customers. Most product is sold FOB Origin, while
sales to related parties are shipped FOB Destination. 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.
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.

3.

Significant Accounting Policies - continued

3.

(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:
Buildings
Equipment
Computer equipment

4 to 5%
20 to 100%
30 to 100%

Straight line
Declining balance
Declining balance

Depreciation methods, useful lives and residual values are reviewed at each reporting
date. Assets under construction and land are not depreciated.
Leases of property, plant and equipment on terms that 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.
(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.

Significant Accounting Policies

(l) Financial instruments
In accordance with IFRS 9 - Financial Instruments, 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
U.S. 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.
(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) Allowance for inventory obsolescence and net realizable value
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 and cost exceeds net realizable value. The Company has high
estimation uncertainty regarding its inventory provision. The Company provision ranges
from 20% to 30% on selected items. If this assumption changed by 10% the provision
would increase or decrease by $4.5 million.
(c) 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.
(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. Management plans to take
all necessary steps to utilize deferred tax attributes before they expire and believe they
have a plan that ensures they will ultimately fully utilize these attributes. The Company’s
assessment is based upon existing tax laws and estimates of future taxable income. If the
assessment of the Company’s ability to utilize the underlying future tax deductions
changes, the Company would be required to recognize more or fewer of the tax deductions
as assets, which would decrease or increase the income tax expense in the period in
which this is determined.
The Company makes claims for Scientific Research and Experimental Development
(SRED) expenditures which are included in deferred taxes. 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 10).
The Company is subject to taxation in multiple jurisdictions. Significant judgment is
required in determining the worldwide provision for taxation. There are many transactions
and calculations for which the ultimate tax determination is uncertain during the ordinary
course of business. The Company maintains provisions for uncertain tax positions that it
believes appropriately reflect its risk with respect to tax matters under active discussion,
audit, dispute or appeal with tax authorities, or which are otherwise considered to involve
uncertainty. These provisions for uncertain tax positions are made using management’s
best estimate of the amount expected to be paid based on a qualitative assessment of all
relevant factors. Management reviews the adequacy of these provisions at each
consolidated 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
assessment of exposures.
(e) 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, 2022. 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 the 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.
The Covid-19 pandemic continues to disrupt supply chains and the Companies ability to
produce all parts on a timely basis.
(f) Government grants
Government assistance that requires payment and that is non-interest bearing is
accounted for at its fair value, based on management’s best estimates. The difference
between the assistance amount and its fair value is accounted for as a government grant
and recognized in income over the period in which the related cost they are intended to
compensate for are recognized.
5. Accounting Standards Implemented in 2022
No new accounting standards came into effect in the 2022 fiscal year.
6.

Credit Facilities (000’s C$)

The Company has available a financing facility in the amount of $60,000 (2021 $60,000). This facility is an asset-based credit agreement with the Canadian Imperial
Bank of Commerce (CIBC). The credit facility is secured by a general security agreement
and assignment of specific receivables and inventory in Canada and the U.S. In addition,
certain Canadian properties are also secured by CIBC. The Company covenants that the
value of its accounts receivable and inventories are less than or equal to 85% of it's
calculated borrowing base or it is subjected to a Fixed Charge Coverage Ratio of not less
than 1.05:1.00. The financing facility is at Bankers Acceptance and/or LIBOR rates plus
stamping fees. At March 31, 2022, the amount drawn on this facility is $33,066,
(December 31, 2021 - $27,298). Cash balances of $5,918 have been netted with the
facility (December 31, 2021 - $5,224).
The financing agreement incorporates an Anti-Corruption Laws and Sanctions covenants
requiring the Company and its officers, directors, employees and agents to not be a
sanctioned person. The agreement also contains and a Material Adverse Effect covenant.
Due to its Russian ownership (Note 1), management is monitoring ongoing compliance.

7.

Inventories (000's C$)

March. 31 December 31,
2022
2021

Raw materials
Work in process
Finished goods

$

90,483 $
5,703
84,070

83,048
4,284
79,072

$ 180,256 $

166,404

During the period, inventories in the amount of $32,600 (2021 - 41,988) were expensed
to cost of goods sold, which included net inventory reversals of write downs of $537
(2021 recoveries $241)
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 $596 (2021 - $782)
8.

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

Sept. 30, 2020 net book
value
Additions
Disposals
Transfer to Held for Sale
Depreciation
Dec. 31, 2021 net book
value
Additions
Disposals
Transfer to Held for Sale
Depreciation
Mar. 31, 2022 net book
value

Land

Buildings

Equipment

$

3,557 $
(1,275)
-

8,078 $
1,708
(1)
(1,657)
(1,054)

$

2 282 $

7 074 $
148

(130)

(492)

$

2,152 $

Computer
equipment

3 594 $
2,772
(274)
(1,509)

541 $
481
(29)
(197)

4,583 $
931
(14)

796 $
16

(192)

(282)

(60)

6,538 $

5,218 $

752 $

Total
15,770
4,961
(304)
(2,932)
(2,760)
14,735
1,095
(14)
(622)
(534)
14,660

8.

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

Recorded as:
Computer
Land
Buildings Equipment equipment
Total
Cost
$ 3,557 $ 30,014 $
54,278 $
5,026$
92,875
Transfer to Held for Sale
(1,275)
(1,657)
(2,932)
- (21,283)
(49,695)
(4,230)
(75,208)
Accumulated depreciation
Dec. 31, 2021 net book
value
$ 2,282 $
7,074 $
4,583 $
796 $ 14,735

10.

Cost

Origination and reversal of timing differences

Accumulated depreciation
Mar. 31, 2022 net book
value
$

3,557
(1,405)
-

30,162
(2,149)
(21,475)

2,152 $

6,538 $

54,961
(49,742)

5,042
(4,290)

5,218 $

93,722
(3,554)
(75,507)

752 $

14,660

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 $1,556 of equipment not being depreciated
as the assets are not yet in use (December 31, 2021 - $709).
During the previous year the Company transitioned operations from its Fargo, ND and
Willmar, MN to it’s Morden, MB facility. During the quarter, the Company transitioned
operations from its Vegreville, AB facility to it’s Versatile, MB facility. As a result the facilities and related land in these three locations is now considered redundant to the needs of
the Company and are actively listed for sale. It is anticipated that the facilities will be sold
in the coming year
9.

Related Party Transactions (000's C$)

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

Mar. 31,
2022
$

Dec. 31
2021

1,051 $
29
24,414

4,229
83
24,469

Three
Three
Months
Months
Ended Mar. Ended Mar.
31, 2022
31, 2021
Net sales to controlling shareholder
Net purchases from controlling shareholder

$

810 $
1

1,399
11

All transactions with related parties are recorded at the exchange amount agreed to by the
related parties. No new shipments were made subsequent to the Ukrainian invasion,
however, the Company recognizes sale based on receipt of goods by its shareholder.
The advances from the controlling shareholder of $19,538 USD (December 31, 2021 $19,300 USD) bears interest at 5.0% and are due on demand. Amounts are repayable in
USD as follows:
Due Date

Mar. 31,
2022

November 2023
$
January 2024
January 2024
December 2024 (revised from November 2023 during the qtr.)
Accrued interest
Total
$

-$
3,020
8,280
8,000
238
19,538 $

Dec. 31
2021
8,000
3,020
8,280
19,300

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):
Three
Three
Months
Months
Ended Mar. Ended Mar.
31, 2022 31, 2021
Salaries, fees and short term employee benefits

$
788 $

546

Income Taxes (000's C$)

Three
Three
Months
Months
Ended Mar. Ended Mar.
31, 2022
31, 2021

Current year
Adjustment for prior years

$

29 $
5

(4)
-

Current income tax provision

$

34 $

(4)

Deferred tax (recovery)

$

Combined Canadian federal and provincial income tax rate

Effect of unrecorded tax assets
SR&ED credits earned
Prior year tax adjustments
Non-taxable portion of capital gains
Permanent differences and other
Effective income tax rate

-

(13)

-$

(13)

27.0%

27.0%

(14.0)%
1.2%
(5.3)%
(0.9)%

(27.6)%
0.2%

8.0%

(0.4)%

Income taxes paid during the three months ended March 31, 2022 were $76 (2021
- taxes paid of $85).
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

Mar. 31,
2022

PPE and intangibles
SR&ED credits
Total

$
$

Dec. 31
2021

931 $
4,693
5,624 $

Deferred income tax liabilities

Mar. 31,
2022

PPE and intangibles

$

931
4,693
5,624

Dec. 31,
2021

39 $

39

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 $35,507 in Canada (December 31, 2021 - $35,308) in excess of
the deferred tax losses are available to be carried forward to future periods. Of this
amount only $5,624 has been recorded (December 31, 2021 - $5,624). 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,
2022. The remaining $29,883 will be recognized in future periods when profitability
returns in Canada. These losses begin to expire in 2037.
Deferred tax assets of $17,964 in the US (December 31, 2021 - $18,211) 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,
2022. These assets will be recognized in future periods when profitability returns in the
US. These losses begin to expire in 2034.
The current value of all SRED claims net of estimated taxes and allowances is $4,693
(2021 - $4,693). 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 2011
have received refunds in the amount of $813 during the prior year and the assessments
for these years will be appealed. Final settlement for these claims may take several years
to resolve.

10. Income Taxes (000's C$) - continued
The 2012, 2013 and 2014 claims ($2,206) have been approved and were paid out by
CRA in prior years. The 2015, 2016 and 2017 claims have been approved and partially
paid out by CRA ($1,633), with the remaining payment expected in a future period when
there is taxable income. The 2018 claim has been approved and paid out by CRA ($357)
in the prior year. The 2020 and 2021 SRED claims will be filed with CRA prior to any filing
deadlines.

13.

11.

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

Long term debt (000’S C$) - continued

The Company has long-term debt of $388, Dec. 31, 2021 - $393 ($310 USD, Dec. 31,
2021 - $310 USD) due to The City of Willmar. This amount bears interest at the annual
rate of the implicit price deflator for Minnesota and is due June 2025.
14.

Interests in Joint Ventures and Other Entities (000’s C$)

Capital Stock and Options (000’s C$)

The Company has a joint venture operating as Bradley Steel Processors Inc. and
miscellaneous minority interests in various entities.
Issued Class A common

The summarized financial information of the Company’s share of the investments in joint
ventures and other entities is as follows:
Balance sheet information

Mar. 31
2022

Assets
Current
Non-current
Total Assets

$

Liabilities
Current
Non-current
Total Liabilities

$

$

Equity

718 $
2
720 $

520
2
522

6,629

6,594

7,349 $

7,116

$

Income statement information

Three
Months
Ended
Mar. 31
2022

Revenues
Profit (loss) from continuing operations
Net income (loss) and comprehensive income (loss)

$
$
$

Dec. 31
2021
6,942
174
7,116

Total Liabilities and Equity

Three
Months
Ended
Mar. 31
2021

1,733 $
131 $
97 $

12.

1,488
12
9

$
$
$

10 $
7 $
36 $

6
7
5

Interest Paid (000’s C$)

Opening balance
Warranty accrual (recovery) (net)

$

$

(1)

Effect of exchange rate
Closing balance

11,312
-

Dec. 31
2021

$

11,311

9,315
2,045

$

$

Expenses by nature (000’s C$)

Raw materials and consumables used
Depreciation and amortization
Personnel expenses
Freight

$

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 guarantee 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 of $179. It is anticipated that this will be renewed in October 2022.
The long-term debt facility incorporates the same Anti-Corruption Laws and Sanctions and
Material Adverse Effect covenants as the credit facility discussed in Note 6.

39,328
534
12,819
1,960
54,641

$
Segmented Information (000’s C$)

$

49,750
365
11,579
1,960
63,654

$

Revenue
Property, plant, and equipment

Three Months Ended Mar. 31, 2022
Canada
U.S.
CIS
Other
$19,979 $31,672
$820 $2,731
13,219
4,828
167
-

Revenue
Property, plant, and equipment

Three Months Ended Mar. 31, 2021
Canada
U.S.
CIS
Other
$ 24,836 $ 26,773 $ 2,755 $ 10,193
10,212
4,913
167
-

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

18.

Changes in non-cash working capital (000’s C$)

Details of changes in non-cash working capital for the period are as follows:
Three
Three
Months
Months
Ending
Ending
March 2022 March 2021

11,312

The Company’s warranty costs for the period, net of recoveries from suppliers, was $2,435
(three months ended March 2021 - $2,065).

170
864
456
1,490

Three Months Three Months
Ended Mar.
Ended Mar.
31, 2022
31, 2021

(48)
$

197 $
480
428
1,105 $

Interest expense includes interest on long-term, bank indebtedness and wholesale
financing. Through an agreement with DLL, the initial wholesale financing interest
expense for the dealer is paid by Buhler Industries Inc. to DLL to support a segment of
Buhler’s North American dealer network. Under the agreement, dealers have dedicated
credit lines with DLL, customized service, and competitive terms that allow them to
manage and grow their businesses effectively. The floorplan financing terms and interest
costs are variable and may change from time to time.

Warranty provision (000’S C$)

Mar. 31
2022

Three Months Three Months
Ended Mar. Ended Mar.
31, 2022
31, 2021

Bank indebtedness
Wholesale financing
Long term debt

17.

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:

13.

15.

16.

Other information
Dividends received from joint ventures and other entities
Depreciation
Income tax (recovery) expense

Dec. 31, 2021
Shares
25,000 $30,000

There are no options outstanding as of March 31, 2022 or December 31, 2021.

7,244 $
105
7,349 $

$

Mar. 31, 2022
Shares
25,000 $ 30,000

Accounts receivable
Inventories
Prepaid expenses
Accounts payable and accrued liabilities
Income taxes receivable/payable
Foreign exchange gain (loss) on the above items

$

(4,684)
(13,852)
559
10,872
(51)
661
$ (6,495)

$

8,555
(3,052)
(1,037)
(3,934)
(62)
819
$ 1,289

19.

Cash Flow Changes from Financing Activities (000’s C$)

Details of changes in financing activities for the period ended March 31, 2022 and
December 31, 2021 are as follows:
Short term
debt
September 30, 2020

$

Long term
debt
- $

Advances from
related party

(414)

$

Total

(34,172) $

(34,586)

Cash flows

(12,857)

-

7,833

(5,024)

Foreign exchange
December 31, 2021
Repayment of debt
Non-cash interest
Foreign exchange

(12,857)
536
-

21
(393)
5

1,870
(24,469)
(302)
357

1,891
(37,719)
536
(302)
362

March 31, 2022

(12,321)

20.

$

(388)

$

(24,414)

$

(37,123)

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, longterm debt including the current portion, net of any cash and cash equivalents. The
Company’s financial strategy is designed to maintain a flexible capital structure consistent
with the objectives stated above and to respond to changes in economic conditions and
the risk characteristics of underlying assets. In order to maintain or adjust its capital
structure, the Company may purchase shares for cancellation pursuant to normal course
issuer bids, issue new shares, raise debt (secured, unsecured, convertible and/or other
types of available debt instruments), enter into hedging arrangements and refinance
existing debt with different characteristics, amongst others.
The Company constantly monitors and assesses its financial performance and economic
conditions in order to ensure that its net debt levels are prudent. The Company’s financial
objectives and strategy are reviewed on an annual basis. The Company believes that its
ratios are within reasonable limits, in light of the relative size of the Company and its
capital management objectives.
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.
21.

Financial Instruments (000’s C$)

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

Financial Asset/Liability
Bank indebtedness
Accounts receivable
Interest in other entities
Accounts payable and accrued liabilities
Current portion of long term debt
Long term debt
Advances from related parties

Financial Asset/Liability
Bank indebtedness
Accounts receivable
Interest in other entities
Accounts payable and accrued liabilities
Current portion of long term debt
Long term debt
Advances from related parties

Classification
Amortized cost
Amortized cost
FVTPL
Amortized cost
Amortized cost
Amortized cost
Amortized cost

March 31, 2022
Carried at
cost/
Amortized cost Fair Value
$
(27,148)
23,882
41
(85,627)
(12,321)
(388)
(24,414)

Classification
Amortized cost
Amortized cost
FVTPL
Amortized cost
Amortized cost
Amortized cost
Amortized cost

December 31, 2021
Carried at
cost/
Amortized cost Fair Value
$
(22,074)
22,366
103
(75,057)
(12,857)
(393)
(24,469)

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.
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 is 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, 2022, a 1% increase/decrease in the rate
being charged to the Company would result in a $331 (March 31, 2021 - $105) decrease/
increase .
As the mortgage financing is all variable rate, the Company is exposed to a certain level of
interest rate risk. Based on the level of mortgage financing outstanding at March 31,
2022, a 1% increase/decrease to the Company would result in a $123 (March 31, 2021 $146) decrease/increase in net earnings.
As the wholesale financing is all variable rate, the Company is exposed to a certain level of
interest rate risk. Based on the level of wholesale financing outstanding at March 31,
2022, a 1% increase/decrease to the Company would result in a $556 (March 31, 2021 $908) 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.

21.

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

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, 2022, 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 $163 (2020 - $166).
Mar. 31, 2022
Trade and other receivables
Trade and other payables
Advances from related party
Long term debt

$

10,369
(11,417)
(19,538)
(310)
(20,896)

$

Dec. 31, 2021
$

5,949
(4,821)
(19,300)
(310)
$ (18,482)

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, 2022, the Company had no US to Canadian dollar foreign currency
forward contracts (March 31, 2021 - $nil). 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, 2022 the Company had access to $47,200
(December 31, 2021 - $42,970) 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.
The 2022 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:
2022*
Bank
indebtedness $ 27,148
Accounts
payable and
accrued
Liabilities
85,627
Due to related party
Short term
debt
1,606
Long term debt
Total

114,381

2023
$

2024
-

-

$

2025
-

$

Post
2026

2026
-

$

-

$

Total
-

$ 27,148

-

-

-

-

85,627

- 24,414

-

-

-

24,414

2,143
-

2,143
388

2,143
-

2,143
-

12,321
388

2,143 26,557

2,531

2,143

2,143

$149,898

2,143
-

*2022 represent payments remaining for a nine month period.
Credit Risk
Financial instruments which potentially subject the Company to credit risk and
concentrations of credit risk consist principally of accounts receivable. Management has
assessed that the credit risk associated with accounts receivable is mitigated by the credit
agreements the Company has in place including personal guarantees from the
counterparties.
The maximum exposure to the risk of credit for accounts receivable corresponds to their
book value. Historically, the Company has experienced nominal bad debts as a result of
the security agreements in place that allow the Company to recovery goods from dealers
that has not been paid for as well as personal guarantees. During the first quarter of
2022 , the Company recorded a bad debt recovery of $19 (2021 - $24).
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 consolidated statements of net
loss and loss within selling & administration expenses. When a receivable balance is
considered uncollectible, it is written off against the allowance for doubtful accounts.
Subsequent recoveries of amounts previously written off are credited against selling &
administration expenses.

The following table sets out the aging details of the Company’s accounts receivable balances outstanding based on the status of the receivable in relation to when the receivable
was due and payable and related allowance for doubtful accounts:
Mar. 31, 2022 Dec. 31, 2021
Current - neither impaired nor past due
Not impaired but past the due date;
Within 30 days
31-60 Days
Over 60 days
Less: Allowance for doubtful accounts
Total receivables, net

$

22,943
113
52
1,662
24,770
(888)
$ 23,882

$

20,176

623
47
2,455
23,301
(935)
$ 22,366

The following table details the continuity of the allowance for doubtful accounts:
Three Months Three Months
Ended Mar. Ended Mar.
31, 2022
31, 2021
Balance, beginning of year
Provisions for the year, net of recoveries
Uncollectible amounts written off
Foreign exchange impact
Balance, end of year
23.

$

$

(935)
19
28
(888)

$

$

(803)
24
5
31
(743)

Subsequent Event (000’s)

Subsequent to quarter end, the Company sold its Willmar, MN facility for $3,300 USD that
is listed in assets held for sale.
24.

Comparative Period Balances

Certain prior period amounts have been reclassified for consistency with the current year
presentation. These reclassifications had no effect on the reported results of operations.

In the prior period, advance from related party was shown as short-tem debt and has been
re-classed to long-term debt based on the contractual terms to properly reflect the agreed
upon terms of the repayment obligation.
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