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Notes to the consolidated financial statements 
 
 Summary of significant accounting policies 
 

  
Additional comments: A paper prepared by the AcSB staff entitled “IFRS Expected to Apply For Canadian Changeover in 
2011”  has been reproduced in Appendix A to serve as a reference  framework when reading these illustrative financial 
statements. 
 
 Canadian Public Company Ltd (the “Company”) is a company incorporated under the laws of Canada. The 

Company’s business is primarily comprised of the manufacture and distribution of electronic products. 
 

On March 1, 2012, the Audit Committee approved the consolidated financial statements for the year ended December 
31, 2011. 

 
 (a) Statement of compliance  
  
 The financial statements of the Company comply with International Financial Reporting Standards.  
  
 This is the Company’s first financial statements prepared in accordance with IFRS. The 2010 financial 

statements include an opening balance sheet as at January 1, 2010, date at which the impact of IFRS transition 
were recorded against equity, in accordance with the provisions of IFRS 1 “First time adoption of International 
Financial Reporting Standards” and the 2010 comparative statements were prepared using the same basis of 
accounting. A detailed reconciliation of the financial statements prepared under Canadian GAAP and the 
comparative 2010 IFRS financial information is presented in note 32. 

 
 (b) Basis of preparation  
  
 The financial statements are presented in Canadian dollars. 
 
 The financial statements are prepared on the historical cost basis except that the following assets and liabilities 

are stated at their fair value: financial instruments held for trading and financial instruments classified as 
available-for-sale. 

 
 Non-current assets and disposal groups held for sale are stated at the lower of carrying amount and fair value 

less costs to sell. 
 
 The accounting policies set out below have been applied consistently to all periods presented in the 

consolidated financial statements and in preparing an opening IFRS balance sheet at January 1, 2010 for the 
purpose of  transition to IFRS. 
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Notes to the consolidated financial statements  
 
 Summary of significant accounting policies (continued)  
 

(b) Basis of preparation (continued)  
 
 Changes in accounting policy and disclosures (IAS 8) 
 
 The accounting policies adopted are consistent with those of the previous financial year except as follows: 
  

• Consolidation [replacement for IAS 27 and SIC 12].  
• Discontinued Operations [amendment of IFRS 5].  
• Earnings per Share [replacement of IAS 33].  
• First-time Adoption of IFRS [amendment of IFRS 1].  
• Group Cash-settled Share-based Payment Transactions [amendment of IFRS 2].  
• Joint Arrangements [amendment of IAS 31].  
• Management Commentary.  

  
Additional comments: The standards listed above are based on the AcSB staff paper “IFRS Expected to Apply For Canadian 
Changeover in 2011”.  The financial statements should disclose the effects of adoption on the financial performance or 
position of the Company resulting from the adoption of the new standards in accordance with IAS 8. However, pending 
release of the above standards no additional detail has been presented at this time.  
 
 Future changes in accounting policies 
 
 The following standards have been issued but are not yet effective: 
 

• Financial Statement Presentation [amendment of IAS 1]  
• Insurance Contracts [replacement of IFRS 4] 
• Leases [replacement of IAS 17] 
• Liabilities and Equity [replacement of IAS 32] 
• Post-employment Benefits (including Pensions) [replacement of IAS 19] 
• Revenue Recognition [replacement of IAS 11 and IAS 18] 

 
 The Company is currently evaluating the impact of the above standards on its financial performance, position 

and financial statement disclosures but expects that such impact will not be material.  
 
Additional comments: The standards listed above are based on the AcSB staff paper “IFRS Expected to Apply For Canadian 
Changeover in 2011”.   
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Notes to the consolidated financial statements  
 
 Summary of significant accounting policies (continued)  

 
(c)  Consolidation  

 
 (i) Subsidiaries  
 All entities, in which the Company has a controlling interest, specifically when it has the power to direct 

the financial and operational policies of these companies to obtain benefit from their operations, are fully 
consolidated. 

 
 A controlling position is assumed to exist where the Company holds, directly or indirectly, a voting 

interest exceeding 50%, and where no other shareholder or group of shareholders exercises substantive 
participating rights which would enable it to veto or to block ordinary decisions taken by the Company. 

 
 A controlling position also exists where the Company, holding an interest of 50% or less in an entity, 

possesses control over more than 50% of the voting rights by virtue of an agreement with other investors, 
power to direct the financial and operational policies of the entity by virtue of a statute or contract, power 
to appoint or remove from office the majority of the members of the Board of Directors or equivalent 
management body, or the power to assemble the majority of voting rights at meetings of the Board of 
Directors or equivalent management body. The Company consolidates special purpose entities which it 
controls in substance because it has the right to obtain a majority of benefits, or because it retains the 
majority of residual risks inherent in the special purpose entity or its assets. 

 
Additional comments:  
The AcSB has issued Sections 1582, Business Combinations, 1601, Consolidations, and 1602, Non-controlling Interests, in 
January 2009. Section 1582 will be converged with IFRS 3, Business Combinations. Section 1602 will be converged with the 
requirements of IAS 27, Consolidated and Separate Financial Statements, for non-controlling interests. Section 1601 carries 
forward the requirements of Section 1600, Consolidated Financial Statements, other than those relating to non-controlling 
interests. Any non-controlling interest will be recognized as a separate component of shareholder’s equity. Net income is 
calculated without deduction for the non-controlling interest. Rather, net income is allocated between the controlling and 
non-controlling interests. The new standards will become effective in 2011. Early adoption is encouraged, and is likely to be 
particularly beneficial for an entity planning a business combination in the year prior to adopting IFRSs (for most companies 
this would be fiscal 2010). 
 
 (ii) Equity-accounted investments (Associates) (IAS 28) 
  
 Entities over which the Company exercises significant influence are accounted for by the equity method. 

Significant influence is assumed to exist where the Company holds, directly or indirectly, at least a 20% 
voting interest in an entity, unless it can be clearly demonstrated that this is not the case. The existence of 
significant influence can be proven on the basis of other criteria, such as representation on the Board of 
Directors or equivalent management body of the entity, participation in the process of policy definition, 
the existence of material transactions with the held entity or exchange of management personnel. 

 
Additional comments: IAS 28 and IAS 36:  
(i) require an impairment to be recognized when the recoverable amount of an asset is less than the carrying amount, 

rather than when there is a significant or prolonged decline in value below the carrying amount; 
(ii) determine the impairment loss as being the excess of the carrying amount above the recoverable amount (the higher of 

fair value less costs to sell and value in use, calculated as the present value of future cash flows from the asset), rather 
than the excess of the carrying amount above the undiscounted future cash flows of the asset; and 

(iii) require the reversal of an impairment loss when the recoverable amount changes.  
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Notes to the consolidated financial statements  
 

Summary of significant accounting policies (continued)  
  
 (c) Consolidation (continued)  
 
 (iii) Joint ventures (IAS 31) 
  
 Joint ventures are those entities over whose activities the Company has joint control, established by 

contractual agreement.  
  

 In the consolidated financial statements, investments in jointly controlled entities are accounted for using 
equity method of accounting. Investments in joint venture entities are carried at the lower of the equity 
accounted amount and recoverable amount. 

 
 The Company’s share of the jointly controlled entity’s net profit or loss is recognized in the consolidated 

income statement from the date joint control commenced until the date joint control ceases. Other 
movements in reserves are recognized directly in the consolidated reserves. 

 
Additional comments: The IASB has proposed amendments to IAS 31 to eliminate proportionate consolidation as an 
alternative in accounting for jointly controlled entities. 
 
 (iv) Transactions eliminated on consolidation  
 
 Intercompany balances and any unrealized gains and losses or income and expenses arising from 

intercompany transactions are eliminated in preparing the consolidated financial statements. 
 
 Unrealized gains arising from transactions with associates and jointly controlled entities are eliminated to 

the extent of the Company’s interest in the entity with adjustments made to the “Investment in associates” 
and “Share of associates net profit” accounts.    

 
 Unrealized losses are eliminated in the same way as unrealized gains, but only to the extent that there is 

no evidence of impairment.  Gains and losses are recognized as the contributed assets are consumed or 
sold by the associates and jointly controlled entities or, if not consumed or sold by the associate or jointly 
controlled entity, when the Company’s interest in such entities is disposed of. 
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Notes to the consolidated financial statements  
 
 Summary of significant accounting policies (continued)  
 
 (d) Foreign currency translation (IAS 21)  

 
Foreign currency transactions are initially recorded in the functional currency at the transaction date exchange 
rate. At closing date, monetary assets and liabilities denominated in a foreign currency are translated into the 
functional currency at the closing date exchange rate. All foreign currency adjustments are expensed, apart 
from adjustments on borrowing in foreign currencies, constituting a hedge for the net investment in a foreign 
entity. These adjustments are allocated directly to equity until the divestiture of the net investment. 
 
Financial statements of subsidiaries, affiliates and joint ventures for which the functional currency is not the 
Canadian dollar are translated into Canadian dollar as follows: all asset and liability accounts are translated at 
the period-end exchange rate and all earnings and expense accounts and cash flow statement items are 
translated at average exchange rates for the period. The resulting translation gains and losses are recorded as 
foreign currency translation adjustments in equity. 

 
Additional comments: IAS 21 
 

(i) specifies a more detailed hierarchy for the determination of functional currency; 
(ii) does not specify whether deferred taxes are monetary or non-monetary for translation purposes; and 
(iii) does not focus on integrated versus self-sustaining foreign operations; rather it focuses on functional currency 

and for consolidation purposes requires the foreign operation’s assets and liabilities to be translated at the 
closing rate, revenues and expenses at actual rates or appropriate averages, and equity components at historical 
rates. 

 
 (e) Derivative financial instruments  (IAS 39) 
  
 The Company infrequently uses derivative financial instruments to hedge its exposure to foreign exchange and 

interest rate risks arising from operational, financing and investment activities. In accordance with its treasury 
policy, the Company does not hold or issue derivative financial instruments for trading purposes. However, 
derivatives are accounted for as trading instruments as they do not qualify for hedge accounting. 

 
Derivative financial instruments are recognized initially at cost. Subsequent to initial recognition, derivative 
financial instruments are stated at fair value. The gain or loss on re-measurement to fair value is recognized 
immediately in profit or loss. However, where derivatives qualify for hedge accounting, recognition of any 
resultant gain or loss depends on the nature of the item being hedged.  
 
Derivatives embedded in other financial instruments or other host contracts are treated as separate derivatives 
when their risks and characteristics are not closely related to those of host contracts and the host contracts are 
not measured at fair value with changes in fair value recognized in profit or loss. 
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Notes to the consolidated financial statements  
 
 Summary of significant accounting policies (continued)  
 
 (f) Property, plant and equipment (IAS 16) 
  
 (i) Assets owned by the Company  
 Property, plant and equipment are carried at historical cost less any accumulated depreciation and 

impairment losses. Historical cost includes the acquisition cost or production cost as well as the costs 
directly attributable to bringing the asset to the location and condition necessary for its use in operations. 
When property, plant and equipment include significant components with different useful lives, they are 
recorded and amortized separately. Amortization is computed using the straight-line method based on the 
estimated useful life of the assets. Useful life is reviewed at the end of each reporting period. Assets 
financed by finance lease contracts are capitalized at the lower of the fair value of future minimum lease 
payments and market value and the related debt is recorded in “borrowings and other financial liabilities”. 
These assets are amortized on a straight-line basis over their estimated useful life. Depreciation expenses 
on assets acquired under such leases are included in depreciation expenses. 

 
 Subsequent to initial recognition, the cost model is applied to property, plant and equipment. The 

Company has elected not to apply the option provided by IFRS 1 regarding the re-measurement, as at 
January 1, 2010, of its property, plant and equipment at their fair value at that date. 

 
 Where parts of an item of property, plant and equipment have different useful lives, they are accounted 

for as separate items of property, plant and equipment. 
  
 (ii) Leased assets 
 Leases in terms of which the Company assumes substantially all the risks and rewards of ownership are 

classified as finance leases. The owner-occupied property acquired by way of finance lease is stated at an 
amount equal to the lower of its fair value and the present value of the minimum lease payments at 
inception of the lease, less accumulated depreciation (see below) and impairment losses (see accounting 
policy n). The property held under finance leases and leased out under operating lease is classified as 
investment property and stated at the fair value model. Lease payments are accounted for as described in 
accounting policy (v).  Property held under operating leases that would otherwise meet the definition of 
investment property may be classified as investment property on a property-by-property basis. 

 
 (iii) Subsequent costs 
 The Company recognizes in the carrying amount of an item of property, plant and equipment the cost 

of replacing part of such an item when that cost is incurred if it is probable that the future economic 
benefits embodied with the item will flow to the Company and the cost of the item can be measured 
reliably. All other costs are recognized in the income statement as an expense as incurred.  
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Notes to the consolidated financial statements  
 
 Summary of significant accounting policies (continued)  
  
 (f) Property, plant and equipment (IAS 16) (continued) 
 
 (iv) Depreciation 
 Depreciation is charged to the income statement on a straight-line basis over the estimated useful lives of 

each part of an item of property, plant and equipment. Land is not depreciated. The estimated useful lives 
in the current and comparative periods are as follows: 

 �  buildings  20 years 
 �  plant and equipment 5 to 15 years 
 �  fixtures and fittings  5 years 
 �  major components  5 years 
 
 The residual value, if not insignificant, is reassessed annually. 
 
Additional comments: IAS 16, IAS 36 and IAS 40 also address the following. 
(i) IAS 16 permits the revaluation of property, plant and equipment to fair value;  
(ii) IAS 16 requires the depreciable amount to be the asset cost less its residual value, rather than using the greater of the 

asset cost less its residual value or asset cost less its salvage value;  
(iii) IAS 36 requires the use of the higher of fair value less cost to sell or discounting of the asset’s “value-in-use” in 

determining the net recoverable amount of property, plant and equipment;  
(iv) IAS 40 allows investment property to be accounted for using a fair value or a cost-based model; and  
(v) IFRS 6 provides limited guidance on the financial reporting for exploration for, and evaluation of, mineral resources.  
  
 (g) Intangible assets 
 
 (i) Business combinations and goodwill (IFRS 3(R) and IAS 38) 
 
  
Additional comments: New Section 1582 converged with IFRS 3(R), Business Combinations. Section 1582 applies to a 
transaction in which the acquirer obtains control of one or more businesses. The term “business” is more broadly defined 
than in the existing standard. Most assets acquired and liabilities assumed, including contingent liabilities that are 
considered to be improbable, will be measured at fair value. Any interest in the acquiree owned prior to obtaining control 
will be re-measured at fair value at the acquisition date, eliminating the need for guidance on step acquisitions. A bargain 
purchase will result in recognition of a gain. Acquisition costs must be expensed. 
 The new standards will become effective in 2011. Early adoption is encouraged, and is likely to be particularly beneficial for 
an entity planning a business combination in the year prior to adopting IFRS (for most companies this would be fiscal 2010). 
See Appendix B for a  basic illustration of disclosures pursuant to Section 1582.  
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Notes to the consolidated financial statements  
 
 Summary of significant accounting policies (continued)  
 
 (g) Intangible assets (continued) 
  
 (ii) Research and development (IAS 38) 
   Research costs are expensed when incurred. Development expenses are capitalized when the feasibility 

and profitability of the project can reasonably be considered certain. 
 
  Expenditure on development activities, whereby research findings are applied to a plan or design for the 

production of new or substantially improved products and processes, is capitalized if the product or 
process is technically and commercially feasible and the Company has sufficient resources to complete 
development. The expenditure capitalized includes the cost of materials, direct labour and an appropriate 
proportion of overheads. Other development expenditure is recognized in the income statement as an 
expense as incurred. Capitalized development expenditure is stated at cost less accumulated amortization 
(see below) and impairment losses. 

  

 (iii) Other intangible assets (IAS 38) 
 Other intangible assets that are acquired by the Company are stated at cost less accumulated amortization 

(see below) and impairment losses.  
 
 Expenditure on internally generated goodwill and brands is recognized in the income statement as an 

expense as incurred.  
 
 (iv) Subsequent expenditure  
 Subsequent expenditure on capitalized intangible assets is capitalized only when it increases the future 

economic benefits embodied in the specific asset to which it relates. All other expenditure is expensed as 
incurred.  

 
 (v) Amortization  
 Amortization is charged to the income statement on a straight-line basis over the estimated useful lives of 

intangible assets unless such lives are indefinite. Goodwill and intangible assets with an indefinite useful 
life are systematically tested for impairment at each balance sheet date. Other intangible assets are 
amortized from the date they are available for use. The estimated useful lives in the current and 
comparative periods are as follows: 

  � licenses 10 years 
  � capitalized development costs 5 years 
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Notes to the consolidated financial statements  
 
 Summary of significant accounting policies (continued)  
 
 (h) Investments in debt and equity securities (IFRS 7) 
  
   
 Financial instruments held for trading are classified as current assets and are stated at fair value, with any 

resultant gain or loss recognized in the income statement.  
 
 Where the Company has the positive intent and ability to hold government bonds to maturity, they are 

stated at amortized cost less impairment losses. 
 
 Other financial instruments held by the Company are classified as being available-for-sale and are stated 

at fair value, with any resultant gain or loss being recognized directly under other comprehensive income, 
except for impairment losses and, in the case of monetary items such as debt securities, foreign exchange 
gains and losses. When these investments are derecognized, the cumulative gain or loss previously 
recognized directly in equity is recognized in profit or loss. Where these investments are interest-bearing, 
interest calculated using the effective interest method is recognized in profit or loss.   

 The fair value of financial instruments classified as held for trading and available-for-sale is their quoted 
bid price at the balance sheet date.  

 
 Financial instruments classified as held for trading or available-for-sale investments are recognized or 

derecognized by the Company on the date it commits to purchase or sell the investments respectively. 
Securities held-to-maturity are recognized or derecognized on the day they are transferred to or by the 
Company respectively. 
 
Impairment losses for the different financial assets and liabilities are recognized as follows. 
 
Held for trading: An impairment loss on a financial asset or financial liability classified as held for 
trading is recognized in net income in the period in which it arises.  
Available-for-sale financial assets: When a decline in the fair value of an available-for-sale financial asset 
has been recognized directly in equity and there is objective evidence that the asset is impaired, the 
cumulative loss that had been recognized directly in equity is transferred to profit or loss even though the 
financial asset has not been derecognized. The amount of the cumulative loss that is recognized in profit 
or loss is the difference between the acquisition cost and current fair value, less any impairment loss on 
that financial asset previously recognized in profit or loss.  
Held-to-maturity securities: The recoverable amount of the Company’s investments in held-to-maturity 
securities and receivables carried at amortized cost is calculated as the present value of estimated future 
cash flows, discounted at the original effective interest rate (i.e., the effective interest rate computed at 
initial recognition of these financial assets). An impairment loss is recognized in net income and through 
the amortization process. Effective interest method: The effective interest method is a method of 
calculating the amortized cost of a financial asset and of allocating interest income over the relevant 
period. The effective interest rate is the rate that exactly discounts estimated future cash receipts through 
the expected life of the financial asset, or, where appropriate, a shorter period. Income is recognized on an 
effective interest rate basis for debt instruments other than those financial assets ‘at fair value through 
profit or loss’ 

 
 
 
Additional comments: Section 3855 and IAS 39 are converged, except that IAS 39:  
(i) restricts the circumstances in which the option to measure a financial instrument at fair value through profit or loss is 

available;  
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(ii) requires quoted loans to be measured at fair value through profit or loss, whereas Section 3855 classifies these as loans 
and receivables and accounts for them at amortized cost (other than debt securities, which may be classified as held for 
trading, held to maturity or available for sale);  

(iii) requires all available-for-sale financial assets to be measured at fair value unless fair value is not reliably 
determinable, whereas Section 3855 requires non-quoted equity instruments classified as available for sale to be 
measured at cost;  

(iv) requires foreign exchange gains and losses on available-for-sale financial assets to be recognized immediately in net 
income;  

(v) does not allow a choice of accounting policy for transaction costs;  
(vi) does not address financial instruments exchanged or issued in related party transactions;  
(vii) requires reversal of impairment losses in some circumstances; and  
(viii) has no scope exceptions for non-publicly accountable enterprises and not-for-profit organizations.  
 
The disclosure requirements of IFRS 7 are generally more comprehensive than Section 3861 as IFRS 7:  
(i) requires only that entities disclose information that enables users of their financial statements to evaluate the 

significance of financial instruments, rather than specific contractual terms and conditions of financial instruments;  
(ii) requires disclosures about financial instruments classified into (as well as out of) a fair value classification;  
(iii) requires more specific disclosures about collateral;  
(iv) requires disclosure of the existence of multiple embedded derivatives whose values are interdependent, when these are 

contained in an instrument having both a liability and an equity component;  
(v) does not encourage (or require) disclosures about average aggregate carrying amounts during the year, average 

aggregate principal during the year, or aggregate fair value during the year;  
(vi) requires disclosure of the disposition of any inception profit that might result from the use of a valuation technique used 

to measure a financial instrument that has no active market price;  
(vii) requires extensive disclosures about exposures to liquidity, currency and other price risks; and  
(viii) requires an analysis of the sensitivity of net income to possible changes in market risk factors.  
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Notes to the consolidated financial statements  
 
 Summary of significant accounting policies (continued) 
 
 (i) Trade and other receivables  
 
 Trade and other receivables are stated at their cost less impairment losses. 
 
 (j) Inventories (IAS 2) 
 
 Inventories are stated at the lower of cost and net realizable value. Net realizable value is the estimated selling 

price in the ordinary course of business, less the estimated costs of completion and selling expenses. 
 
 The cost of electronic parts inventories is based on the first-in first-out principle and includes expenditure 

incurred in acquiring the inventories and bringing them to their existing location and condition. In the case of 
manufactured inventories and work in progress, cost includes an appropriate share of overheads based on 
normal operating capacity. 

 
 (k) Cash and cash equivalents (IAS 7) 
 
 The “cash and cash equivalents” category consists of cash in banks, call deposits and other highly liquid 

investments with initial maturities of three months or less. Investments in securities, investments with initial 
maturities greater than three months without early redemption feature and bank accounts subject to restrictions, 
other than restrictions due to regulations specific to a country or activity sector (exchange controls, etc.) are not 
presented as cash equivalents but as financial assets. Bank overdrafts that are repayable on demand and form an 
integral part of the Company’s cash management are included as a component of cash and cash equivalents for 
the purpose of the statement of cash flows. 

    
 (l) Impairment (IAS 36) 
 
 When events or changes in the economic environment indicate a risk of impairment of goodwill, other 

intangible assets or property, plant and equipment, an impairment test is performed to determine whether the 
carrying amount of the asset or group of assets under consideration exceeds its or their recoverable amount. 
Recoverable amount is defined as the higher of an asset’s fair value (less costs to sell) and its value in use. 
Value in use is equal to the present value of future cash flows expected to be derived from the use and sale of 
the asset. 
 

 In addition, asset impairment tests are subject to the following provisions, pursuant to IAS 36: 
• Irrespective of whether there is any indication of impairment, goodwill and other indefinite life intangible 

assets are subject to an annual impairment test. This test is performed during the fourth quarter of each 
year. The recoverable value of each of the Company’s operating units is compared to the carrying amount 
of the corresponding assets (including goodwill). 

• Recoverable amount is determined for an individual asset, unless the asset does not generate cash inflows 
that are largely independent of those from other assets or groups of assets. If this is the case, recoverable 
amount is determined for the group of assets. 

• Value in use is determined based on cash flow projections consistent with the most recent budget and 
business plan approved by management. The discount rate applied reflects current assessments by the 
market of the time value of money and the risks specific to the asset or group of assets. 
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Notes to the consolidated financial statements  
 

Summary of significant accounting policies (continued) 
  
 (l) Impairment (continued) 

 
• Fair value (less costs to sell) is the amount obtainable from the sale of the asset or group of assets in an 

arm’s length transaction between knowledgeable and willing parties, less costs to sell. These values are 
determined based on market data (comparison with similar listed companies, value attributed in recent 
transactions and stock market prices), or in the absence of reliable data based on discounted future cash 
flows. 

• If the recoverable amount is less than the carrying amount of an asset or group of assets, an impairment 
loss is recognized for the difference. In the case of a group of assets, this impairment loss is recorded in 
priority against goodwill. 

• Impairment losses recognized in respect of property, plant and equipment and intangible assets (other than 
goodwill) may be reversed in a later period if the recoverable amount becomes greater than the carrying 
amount, within the limit of impairment losses previously recognized. Conversely, impairment losses 
recognized in respect of goodwill cannot be reversed.    

 
 Impairment losses recognized in respect of cash-generating units are allocated first to reduce the carrying 

amount of any goodwill allocated to cash-generating units (group of units) and then, to reduce the carrying 
amount of the other assets in the unit (group of units) on a pro rata basis. 

 
 Goodwill and indefinite-lived intangible assets were tested for impairment at January 1, 2010, the date of 

transition to IFRS, even though no indication of impairment existed. 
 
  
 
Additional comments: Section 3063 differs from IAS 36 as IAS 36:  
(i) does not include a separate “trigger” for recognizing impairment losses based on an assessment of undiscounted cash 

flows;  
(ii) determines an impairment loss as the excess of the carrying amount of an asset or group of assets above the recoverable 

amount (the higher of fair value less costs to sell and value in use), rather than the difference between carrying amount 
and fair value; and  

(iii) requires the reversal of an impairment loss when there has been a change in estimates used to determine the recoverable 
amount.  

 
Section 3064 uses a different model from IAS 36 and IAS 38 for testing impairment. IAS 36:  
(i) includes identifiable indefinite life intangible assets in the cash-generating unit to which it relates;  
(ii) might require goodwill impairment assessments to be made below the level of the reporting unit, at the cash generating 

unit; and  
(iii) determines an impairment loss as the excess of the carrying amount above the recoverable amount of the cash 

generating unit to which the goodwill is allocated to, rather than the difference between carrying amount and fair value 
of the reporting unit’s goodwill.  
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Notes to the consolidated financial statements  
 
 Summary of significant accounting policies (continued) 
 
 (m) Share capital  (IAS 1) 
 
 When share capital recognized as equity is repurchased, the amount of the consideration paid, including 

directly attributable costs, is recognized as a deduction from total equity. 
 
 (n) Compound financial instruments (IFRS 7) 
 
 Certain financial instruments comprise a liability and an equity component. This is the case with the 

Convertible notes issued in November 2011. The various components of these instruments are accounted for in 
equity and borrowings and other financial liabilities according to their classification, as defined in IAS 32 
“Financial Instruments: Disclosure and Presentation”. The component classified as borrowings and other 
financial liabilities is valued at issuance at the present value (taking into account the credit risk at issuance 
date) of the future cash flows (including interest and repayment of the nominal value) of an instrument with the 
same characteristics (maturity, cash flows) but without any option for conversion or redemption in shares. The 
component classified as equity is defined as the difference between the fair value of the instrument and the fair 
value of the financial liability component. 

 
 To the extent that the liability element of a compound financial instrument was no longer outstanding at 

January 1, 2010, the date of transition to IFRS, the amounts within equity that are attributable to the equity and 
liability elements have not been identified separately.  

 
Additional comments: IAS 32 does not allow for initial measurement of a compound financial instrument using the relative 
fair value method. This may result in transitional adjustment at changeover date subject to any exceptions that may be 
forthcoming in the future. 
 
 
 (o) Interest-bearing loans and other borrowings  
 
 Interest-bearing loans and other borrowings are recognized initially at fair value less related transaction costs. 

Subsequent to initial recognition, interest-bearing borrowings are stated at amortized cost with any difference 
between cost and redemption value being recognized in the income statement over the period of the borrowings 
on an effective interest basis. 

 
Additional comments: Loans payable where covenant violations occur are  classified as current even if the holder has 
agreed, after the reporting date but before the financial statements are authorized for issue, not to demand repayment. 
 
 (p) Provisions (IAS 37) 
 
 A provision is recognized in the balance sheet when the Company has a present legal or constructive obligation 

as a result of a past event, and it is probable that an outflow of economic benefits will be required to settle the 
obligation. If the effect is material, provisions are determined by discounting the expected future cash flows at 
a pre-tax rate that reflects current market assessments of the time value of money and, where appropriate, the 
risks specific to the liability. 

 
 (i) Warranties  
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 A provision for warranties is recognized when the underlying products or services are sold. The provision 
is based on historical warranty data and a weighting of all possible outcomes against their associated 
probabilities.  
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Notes to the consolidated financial statements  
 
 Summary of significant accounting policies (continued) 
 
 (p) Provisions (IAS 37) (continued) 
 
 (ii) Onerous contracts  
 A provision for onerous contracts is recognized when the expected benefits to be derived by the Company 

from a contract are lower than the unavoidable cost of meeting its obligations under the contract. 
 
 (q) Trade and other payables 
  
 Trade and other payables are stated cost. 
 
 (r) Revenue (IAS 18) 
  

 The Company  recognizes revenue at the time persuasive evidence of an agreement exists, price is fixed and 
determinable, the delivery has occurred and collectibility is reasonably assured. Revenue from the sale of 
products is recognized when the goods are shipped and received by the customer. The Corporation defers 
revenues that have been billed but which do not meet the revenue recognition criteria.. 

 
Multiple element arrangements 
In certain circumstances, the products are sold together with other additional items (“package”). The package 
might include one or more of the following items: servicing, installation, future technical upgrades or other 
case-by-case items. In such cases recognition criteria are applied to the separately identifiable components of 
the package in order to reflect the substance of the transaction. 

 
Interest income 
Interest income is recognized on a time-proportion basis using the effective interest method. 

 
Dividend income 
Dividend income is recognized from when the right to receive the dividend is established. 
 

Additional comments: IASB and FASB are undertaking a project on revenue recognition, likely to result in a significantly 
different accounting model. The AcSB will adopt the converged standard at changeover to IFRSs, with the same mandatory 
effective date as the IASB. The effects may be significant for some entities until work in process eliminates differences, but 
work in process likely to result in significant change from present requirements and practices 
 
 (s) Expenses  
 
 (i) Operating lease payments (IAS 17) 
 Payments made under operating leases are recognized in the income statement on a straight-line basis 

over the term of the lease. Lease incentives received are recognized in  income on a straight-line basis 
over the term of the lease. 

 
 (ii) Finance lease payments (IAS 17) 
 Minimum lease payments are apportioned between the finance charge and the reduction of the 

outstanding liability. The finance charge is allocated to each period during the lease term so as to produce 
a constant periodic rate of interest on the remaining balance of the liability.  

 
 (iii) Net financing costs  
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 Net financing costs comprise interest payable on borrowings calculated using the effective interest rate 
method, dividends on redeemable preferred shares, interest receivable on funds invested, dividend 
income, foreign exchange gains and losses, and gains and losses on hedging instruments that are 
recognized in the income statement . 

 
 Interest income is recognized in the income statement as it accrues, using the effective interest method. 

Dividend income is recognized in the income statement on the date the entity’s right to receive payments 
is established. The interest expense component of finance lease payments is recognized in the income 
statement using the effective interest rate method. 
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Notes to the consolidated financial statements  
 
 Summary of significant accounting policies (continued) 
 
 (t) Deferred taxes (IAS 12) 
  
 Differences existing at closing date between the tax base value of assets and liabilities and their carrying 

amount in the consolidated balance sheet form temporary differences. Pursuant to the liability method, these 
temporary differences impact the accounting as follows:  

 
• Deferred tax assets and liabilities are measured at the expected tax rates for the year during which the 

asset will be realized or the liability settled, based on tax rates (and tax regulations) enacted or 
substantially enacted by the closing date. They are reviewed at the end of each year, in line with any 
changes in applicable tax rates. 

• Deferred tax assets are recognized for all deductible temporary differences, carry-forward of tax losses 
and unused tax credits, insofar as it is probable that a taxable profit will be available, or when a current tax 
liability exists, to make use of those deductible temporary differences, tax loss carry-forwards and unused 
tax credits, except where the deferred tax asset associated with the deductible temporary difference is 
generated by initial recognition of an asset or liability in a transaction which is not a business 
combination, and which, at the transaction date, does not impact neither earnings, nor tax income or loss. 

• For deductible temporary differences arising from investments in subsidiaries, affiliates and joint ventures, 
deferred tax assets are recorded to the extent that it is probable that the temporary difference will reverse 
in the foreseeable future, and that taxable profit will be available against which the temporary difference 
can be utilized. 

• The carrying amount of deferred tax assets is reviewed at each closing date, and revalued or reduced to the 
extent that it is more or less probable that a taxable profit will be available to allow the deferred tax asset 
to be utilized. When assessing the probability of a taxable profit being available, account is notably taken 
of prior year results, forecast future results, non-recurring items unlikely to occur in the future and the tax 
strategy. As such, the assessment of the Company’s ability to utilize tax losses carried forward is to a large 
extent judgment-based. If the future taxable results of the Company prove significantly different to those 
expected, the Company will be obliged to increase or decrease the carrying amount of deferred tax assets, 
with a potentially material impact on the balance sheet and  the income statement of the Company. 
Deferred tax liabilities are recognized for all taxable temporary differences, except where the deferred tax 
liability results from impairment of goodwill losses not deductible for tax purposes, or initial recognition 
of an asset or liability in a transaction which is not a business combination, and which, at the transaction 
date, does not impact neither earnings, nor tax income or loss.  

• For taxable temporary differences arising from investments in subsidiaries, affiliates and joint ventures, 
deferred tax liabilities are recorded except to the extent that both of the following conditions are satisfied: 
the parent, investor or venturer is able to control the timing of the reversal of the temporary difference, 
and it is probable that the temporary difference will not reverse in the foreseeable future.  

• Current tax and deferred tax shall be charged or credited directly to equity if the tax relates to items that 
are credited or charged directly to equity. 

 
Additional comments: Section 3465 differs from IAS 12 as IAS 12:  
(i) continues to allocate to equity any current-year deferred taxes on items that are related to an item charged to equity in 

a prior year (“backward tracing”);  
(ii) prohibits recognition of a deferred tax liability if it arises from the initial recognition of specified assets or liabilities in 

a transaction that is not a business combination and does not affect accounting or taxable income at the time;  
(iii) requires recognition of a deferred tax liability or asset for temporary differences that arise on translation of non-

monetary assets that are re-measured from the local currency to the functional currency using historical rates and 
result from changes in exchange rates and indexing for tax purposes;  

(iv) requires recognition of an income tax asset or liability when there is a temporary difference on intercompany transfers 
of assets;  

(v) addresses the consequences of a change in tax status of the entity. SIC-25 requires that the effects of such a change be 
allocated based on its origin;  
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(vi) requires an estimate of the tax deduction authorities will permit on share-based payment transactions in future years; 
and 

(vii) requires presentation as non-current. 
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Notes to the consolidated financial statements  
 
 Summary of significant accounting policies (continued) 
 
 (u) Segment reporting (IFRS 8) 
 
 A segment is a distinguishable component of the Company that is engaged either in providing products or 

services (business segment), or in providing products or services within a particular economic environment 
(geographical segment), which is subject to risks and rewards that are different from those of other segments. 
 

 (v) Discontinued operations and assets held for sale (IFRS 5) 
 
 A non-current asset or a group of assets and liabilities is held for sale when its carrying amount will be 

recovered principally through its divestiture and not by continuing utilization. To meet this definition, the asset 
must be available for immediate sale, and divestiture must be highly probable. These assets and liabilities are 
recognized as assets held for sale and liabilities associated with assets held for sale, without offset. The related 
assets recorded as assets held for sale are valued at the lower of fair value, net of divestiture fees, and cost less 
accumulated depreciation and impairment losses, and are no longer depreciated. 

 
 An operation is qualified as discontinued when it represents a separate major line of business and the criteria 

for classification as an asset held for sale have been met, or when the Company has sold the asset. 
Discontinued operations are presented on a single line of the statement of earnings for the periods reported, 
comprising the earnings after tax of discontinued operations until divestiture and the gain or loss after tax on 
sale or fair value measurement, less costs to sell the assets and liabilities making up the discontinued 
operations. In addition, the cash flows generated by the discontinued operations are presented on one separate 
line of the statement of consolidated cash flows for the periods presented. 

 
Additional comments: Section 3475 and IFRS 5 are converged, except that IFRS 5 contains a more restrictive definition of a 
discontinued operation. Classification between current and non-current is not specified in IFRS 5. 
 
 
 (w) Goods and services tax 
 
 Revenue, expenses and assets are recognized net of the amount of goods and services tax (GST), except where 

the amount of GST incurred is not recoverable from the taxation authority. In these circumstances, the GST is 
recognized as part of the cost of acquisition of the asset or as part of the expense. 

 
 Receivables and payables are stated with the amount of GST included.  The net amount of GST recoverable 

from, or payable to, the Receiver General is included as a current asset or liability in the balance sheet. 
 
 Cash flows are included in the statement of cash flows on a gross basis. The GST components of cash flows 

arising from investing and financing activities which are recoverable from, or payable to, the Receiver General 
are classified as operating cash flows. 
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Notes to the consolidated financial statements  
 
 Summary of significant accounting policies (continued) 
 
 (x) Share-based compensation (IFRS 2) 
 
 The Company maintains stock option incentive plans that grant subscription and purchase options on its 

common shares to certain senior executives and employees and also to certain employees of equity affiliates. 
The purpose of these stock option plans is to align management interests with those of shareholders by 
providing an additional incentive to improve company performance and increase the share price on a long-term 
basis. The grant of stock option plans represents a benefit given to management, employees and retirees and 
constitutes additional compensation borne by the Company. This is valued at the fair value of the Company‘s 
stock options. The compensation expense is equal to the value of the option at grant date, measured using a 
binomial model. This compensation paid is recorded as an employee cost, offset against equity, and recognized 
over the vesting period of the benefit granted.  

 
 The dilutive effect of the stock option plans in the process of vesting for management and employees is 

reflected in the calculation of the diluted earnings per share. 
  
Additional comments: Section 3870 and IFRS 2 are converged, except that IFRS 2:  
(i) does not provide an exemption for the recognition of an expense when an employee share purchase plan provides a 

discount to employees that does not exceed the per-share amount of share issuance costs that would have been incurred 
to raise a significant amount of capital by a public offering and is not extended to other holders of the same class of 
shares;  

(ii) defaults to using the fair value of the non-tradable equity instruments granted if the value of received goods or non-
employee service is not reliably measurable;  

(iii) requires that share-based payments to non-employees be measured at the date the entity obtains the goods or the 
counterparty renders service;  

(iv) requires cash-settled share-based payments are measured at the fair value of the liability not intrinsic value;  
(v) requires the transaction to be accounted for as a cash-settled transaction if the entity has incurred a liability to settle in 

cash or other assets, or as an equity-settled transaction if no such liability has been incurred; and  
(vi) is more detailed about how to deal with a modification of an award.  
 
 (y) Consolidated balance sheet 
 
 Assets and liabilities expected to be realized in, or intended for sale or consumption in, the entity’s normal 

operating cycle, usually equal to 12 months, are recorded as current assets or liabilities. If their maturity 
exceeds this period, they are recorded as non-current assets or liabilities. 

 
 (z) Consolidated statement of cash flows 
 
 The Company prepares its consolidated statement of cash flows using the indirect method.  
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Notes to the consolidated financial statements  
 
1. Accounting estimates and judgements (IAS 1) 
  
 The preparation of consolidated financial statements in compliance with IFRS requires the Company’s management to 

make certain estimates and assumptions that they consider reasonable and realistic. Despite regular reviews of these 
estimates and assumptions, based in particular on past achievements or anticipations, facts and circumstances may 
lead to changes in these estimates and assumptions which could impact the reported amount of the Company’s assets, 
liabilities, equity or earnings. These estimates and assumptions notably relate to the measurement of share-based 
compensation, provisions and contingencies.. They are detailed in the related notes, as follows:  

 
Share-based payments (note 19) 
Share-based payments are measured at grant date fair value. For share options granted to employees, in many cases 
market prices are not available and therefore the fair value of the options granted shall be estimated by applying 
an option pricing model. Option pricing models need input data such as expected volatility of the share price, 
expected dividends or the risk-free interest rate for the life of the option. The overall objective is to approximate 
the expectations that would be reflected in a current market or negotiated exchange price for the option. Such 
assumptions are subject to judgments and may turn out to be significantly different to expected. 

 
Provisions (note 20) 
Provisions can be distinguished from other liabilities because there is uncertainty about the timing or amount required 
in settlement. The more common provisions recorded by the Company arise from obligations in relation to 
manufacturer’s warranties, refunds, guarantees, onerous contracts, outstanding litigation and business restructuring. 
The recognition and measurement of provisions requires the Company to make significant estimates with regard to 
the probability (if the event is more likely than not to occur) that an outflow of resources will be required to settle 
the obligation and assumptions whether a reliable estimate can be made of the amount of the obligation. 
Moreover, IFRS requires recognition of the best estimate of the amount that would be required to settle an 
obligation and the estimate may be based on information that produces a range of amounts. The measurement 
is based on present value. This involves making estimates around the appropriate discount rate in order to reflect 
the risks specific to the liability. 
In particular, as far as restructuring provisions are concerned, considerable judgment is required to determine whether 
an obligating event has occurred. All the available evidence must be assessed to determine whether a plan is detailed 
enough to create a valid expectation of management’s commitment to the restructure in external parties. 
As a result, due to their inherent nature, it is likely that any provisions relate to complex fact patterns for which 
assessments of likelihood are judgmental and not susceptible to precise determination. 

 
Contingencies (note 25) 
Contingent liabilities incurred by the Company are not recognized but disclosed unless the possibility of an outflow 
of resources embodying economic benefits is remote. 
Contingent liabilities represent possible obligations that arise from past events and whose existence will be confirmed 
only by the occurrence or non-occurrence of one or more uncertain future events not wholly within the control of 
the entity and are not recognized because it is not probable that an outflow of resources will be required to settle 
the obligation. Moreover, the amount of the obligation cannot be measured with sufficient reliability. 
Inevitably, the determination that the possibility that an outflow of resources embodying economic benefits is 
remote and that the occurrence or non-occurrence of one or more uncertain future events is not wholly within 
the control of the Company requires significant judgment. 

 
 

 

Additional comments: IAS 1 requires disclosure of judgments made in the process of applying accounting policies.  
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2. Business segment data (IFRS 8) 
  

 The Company operates through manufacturing and distribution businesses. Each business offers different 
products and services that are marketed through different channels. Given the unique customer base, technology, 
marketing and distribution requirements of these businesses, they are managed separately and represent the primary 
segment reporting level. The Company’s Board of Directors evaluates the performance of these segments and 
allocates resources to them based on certain performance measures (mainly earnings from operations and cash flow 
from operations). Segment earnings correspond to each business’ earnings from operations. The Company’s 
management reporting system evaluates performance based on a number of factors; however the primary profitability 
measure is the earnings from operations before depreciation, amortization, net financing income or expense and 
income taxes (“EBITDA”). 

 
 As at December 31, 2011, the Company had 2 segments which remain unchanged from prior years: 
 
 Business segments  
 The Company comprises the following main business segments:  
 
   Division A -   Manufacturing 
   Division B -   Distribution 
    
 Geographical segments  
 The above segments are managed on a worldwide basis, but operate in two principal geographical areas, namely, 

Canada and the United States. 
  
 In presenting information on the basis of geographical segments, segment revenue is based on the geographical 

location of customers. Segment assets are based on the geographical location of the assets. 
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Notes to the consolidated financial statements  
 
2. Business segment data (continued)  
 
 Business segments 
 
 

Manufacturing Distribution Eliminations Consolidated
In thousands of C$ 2011 2010 2011 2010 2011 2010 2011 2010

Continuing operations

Revenue – external customers 14,200 13,422 5,284 4,461 19,484 17,883 
Revenue - intersegment 1,124 720 (1,124) (720)
Total revenue 14,200 13,422 6,408 5,181 (1,124) (720) 19,484 17,883 

EBITDA 4,171 4,342 575 (159) (200) (150) 4,546 4,033 

Net financing income 300 500 101 719 401 820 

Depreciation and amortization 780 750 128 72 908 822 
Share of profit from associates 
and joint venture 204 139 122 82 326 221

Segment profit before tax 4,903 4,704 670 570 (300) (200) 5,273 5,074 
Income tax expense 899 848 200 180 1,099 1,028 
Profit from continuing 
operations 5,802 5,552 870 750 (300) (200) 4,174 4,046 

Balance sheet data

Segment assets 29,138 29,392 14,222 12,225 43,360 41,617 
Unallocated assets 1,123 1,422 
Total assets 44,483 43,039 

Segment liabilities 15,416 19,522 4,214 3,214 19,630 22,736 
Unallocated liabilities 3,245 2,211 
Total liabilities 22,875 24,947 

 
 (i) Adjustments and eliminations include discontinued operations that are presented as a one-line item 

in the income statement. 
 (ii) Inter-segment revenues are eliminated on consolidation. 
 (iii) Unallocated assets relate to deferred tax assets. 
 (iv) Unallocated liabilities relate to deferred taxes and current taxes payable. 

 (v) Discontinued operations and assets and liabilities held for sale relate to the Manufacturing segment 
and are presented separately as one line on the income statement and balance sheet and further described in 
note 7.  
(vi)     Amounts reported under EBITDA correspond to “Operating profit before financing costs” in the       
Consolidated Statement of Comprehensive Income. 
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Geographical segments 
 

Canada U.S. Consolidated
 In thousands of C$ 2011 2010 2011 2010 2011 2010

Revenue from external customers 15,269 13,572 4,215 4,311 19,484 17,883 

Non-current assets 27,737 27,111 7,212 6,233 34,949 33,344 
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Notes to the consolidated financial statements 
 
3. Other operating income 
 

In thousands of C$ 2011 2010

Reversal of unused provisions 44 46 
Net gain on disposal of property, plant and 
equipment 440 0 

489 89  
 

4. Other operating expenses 

 

In thousands of C$ 2011 2010

Research  expensed as incurred 10 21 
Impairment loss on trade receivables 3 9 
Other

13 30  

 

 
5. Interest and other financing costs 
 

In thousands of C$ 2011 2010

Interest income 211 621 
Net gain on remeasurement of investment at 
fair value through income 408 605 
Financial income 619 1,226 

Interest expense 122 234 
Net foreign exchange loss 96 172 
Net financing costs 218 406  
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Notes to the consolidated financial statements 
 
6. Deferred taxes (IAS 12) 

 
(i) Income tax expense 

 
 The material components of income tax expense for the years ended December 31, 2011 and 2010 are as 

follows: 
 

In thousands of C$ 2011 2010
Current tax expense
Current year's charge 1,342 974 
Adjustments in respect of current income tax of previous year (12) (14)

1,330 960 
Deferred tax expense
Increase (reversal) of taxable temporary differences 271 250 
Tax loss benefit recognized (502) (182)

(231) 68 
Total income tax expense reported in the income statement 1,099 1,028 

Consolidated statement of changes in equity
Deferred income tax related to items charged or (credited) directly to equity:
Change in fair value of available-for-sale financial assets (68) (77)  

 
 Reconciliation between tax expense and the amount of tax on net accounting income at the Company’s statutory 

rate of 30 percent is as follows: 
 

Reconciliation between tax expense and the amount of tax  on net accounting 
income at the Company’s statutory rate of 30 percent is as follows:

In thousands of C$ 2011 2010

Profit before tax from continuing operations 5,273 5,074 
Profit before tax from discontinued operations 191 1189

5,464 6,263 
Income tax using corporation statutory tax rate of 30% (2010: 31%) 1,639 1,942 

Adjustment for non-deductible expenses 566 649 
Utilization of unused tax losses (1,094) (1,549)

1,111 1,042 

Attributable to:
Continuing operations 1,099 1,028 
Discontinuing operations (note 7) 12 14  

 
(ii) Current tax assets and liabilities 
 
 The current tax asset for the Company of $862,000 (2010: $1,472,000) represents the amount of 

income taxes recoverable in respect of current and prior periods and that arise from the payment of 
tax in excess of the amounts due to the relevant tax authorities. 

  
 The current tax liability of $762,000 (2010: $1,406,000) represents the amount of income taxes 

payable in respect of current and prior periods. 
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Notes to the consolidated financial statements 
 
6. Deferred taxes (continued) 

 
 (iii) Deferred tax assets and liabilities 
 
 Movement in (tax effected) temporary differences during the year *  
 

In thousands of C$
Balance    Jan. 

1, 2010
Recognized in 

expense
Recognized in 

equity
Balance    Dec. 

31, 2010

Property, plant and equipment 597 250 0 847 
Available-for-sale securities ** 503 0 (68) 435 

1,100 250 (68) 1,282 

Tax value of loss carry-forwards recognized (1,100) (182) 0 (1,282)
0 68 (68) 0 

In thousands of C$
Balance    Jan. 

1, 2011
Recognized in 

expense
Recognized in 

equity
Balance    Dec. 

31, 2011

Property, plant and equipment 847 271 0 1,118 
Available-for-sale securities * 435 0 (77) 358 

1,282 271 (77) 1,476 

Tax value of loss carry-forwards recognized (1,282) (502) 0 (1,784)
0 (231) (77) (308)

* Movement in temporary differences should also break out effects of change in tax and exchange rates, if material.
** Changes in fair value of AFS investments presented net of tax in Consolidated Statement of Changes in Equity.  

 
 
 Recognized deferred tax assets and liabilities 
 
 Deferred tax assets and liabilities are attributable to the following:  
 

Assets Liabilities
In thousands of C$ 2011 2010 2011 2010

Property, plant and equipment 1,118 847
Revaluation of available-for-sale investments 358 435 
Tax value of loss carry-forwards recognized 1,784 1,282
Total tax (assets) / liabilities 1,784 1,282 1,476 1,282  

 
 Unrecognized deferred tax assets and liabilities 
 
 Deferred tax assets have not been recognized in respect of operating tax losses expiring after fiscal 

year 2014 because it is not probable that future taxable profit will be available against which the 
Company can utilise the related benefit. 

 
Additional comments: The balance components of deferred tax have been presented in the same note for illustrative 
purposes; (in practice, these are often presented in a separate note in the liabilities section of the notes). 



 

   34 | P a g e  
 

Canadian Public Company Ltd. – First-Time IFRS Financial Statements – December 31, 2011

www.collinsbarrow.com

Notes to the consolidated financial statements 
 
7. Discontinued operations and assets held for sale (IFRS 5) 
  
 At December 31, 2011 the Company has classified its distribution outlets located in the United States as a disposal 

group held for sale. On February 10, 2011, the Company publicly announced its decision to sell the distribution outlets 
following a change to its global distribution strategy. A sale is expected by June 30, 2012. An impairment loss of 
$87,000 (2010 -$ Nil) on the measurement of the disposal group to fair value less cost to sell has been recognized.  

 The effect on individual assets and liabilities of the Company is set out bellow: 
 

In thousands of C$ 2011

Property, plant and equipment 700 
Trade payables (180)
Net identifiable assets and liabilities 520  

 
 Analysis of profit and loss of the discontinued operation, gain on sale of discontinued operation and related income 

tax expense are set out bellow: 
 

In thousands of C$ 2011 2010

Revenue 1,322 3,100 
Cost of sales (725) (1,422)
Gross profit 597 1,678 
Operating expenses (278) (767)
Operating profit before financing costs 319 911 
Net finance costs (128) (120)
Profit before tax 191 791 
Income tax expense (12) (14)

179 777 
Impairment loss on re-measurement to fair value (87) 0 

Net profit attributable to discontinued operations 92 777 

Earnings per share: 2011 2010
In C$
Basic earnings per share 0.08 0.68
Diluted earnings per share 0.08 0.68

The effect on cash  flows is set out below:
In thousands of C$ 2011 2010

Operating 182 882
Net cash (outflow)/inflow 144 233  

 
  
 
Additional comments: IFRS 7 also requires disclosures with respect to (i) movements in impairment provision for 
receivables, (ii) age analysis of trade receivables (past due but not impaired with a 30-day increment up to 120 days), and 
(iii) maturity profile of financial liabilities. 
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Notes to the consolidated financial statements 
 
8. Earnings per share (IAS 33) 
 
 Basic earnings per share amounts are calculated by dividing net profit for the year attributable to common share 

holders by the weighted average number of common shares outstanding during the year. 
 
 Diluted earnings per share amounts are calculated by dividing the net profit attributable to common share holders of 

the parent (after adjusting for interest on the convertible preference shares) by the weighted average number of shares 
outstanding during the year plus the weighted average number of shares that would be issued on the conversion of all 
the dilutive potential ordinary shares into common shares. 

 
 Basic earnings per share 
 

Profit attributable to common shareholders
In thousands of C$ 2011 2010

Profit for the period from continuing operations 3,062 2,990
Profit for the period from discontinued operations 92 777
Profit for the period from all operations 3,154 3,767 

Weighted average number of common shares 2011 2010

Issued common shares at January 1 1,135,254 1,135,000
Effect of shares issued during the year 410 215
Weighted average number of common shares at December 31 1,135,664 1,135,215  

 
 

 Diluted earnings per share 
 

Profit attributable to common shareholders 
In thousands of C$

2011 2010
Continuing operations:
Profit attributable to common shareholders 3,062 2,990
Add: After-tax effect of interest on convertible notes 50 0
Profit attributable to common shareholders (diluted) 3,112 2,990

Discontinued operations:

Profit attributable to common shareholders (diluted) 92 777

Weighted average number of common shares 2011 2010

Weighted average number of common shares at December 31 1,135,664 1,135,215

Effect of conversion of stock options 700 1,250
Effect of conversion of convertible notes 550 0
Weighted average number of common shares at December 31 1,136,914 1,136,465
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8. Earnings per share (continued) 
 Earnings per share for continuing and discontinued operations** 
 

Basic earnings per share
In C$ 2011 2010

From continuing operations 2.78 3.32
From discontinued operations 0.08 0.68

2.86 4.00
Diluted earnings per share
In C$ 2011 2010

From continuing operations 2.74 2.63
From discontinued operations 0.08 0.68

2.82 3.31

** Discontinued operations relate to wholly owned subsidiary.

 
 

9. Cash and cash equivalents (IAS 7) 
 

In thousands of C$ 2011 2010

Bank balances 2,798 2,954 
Call deposits 104 205 
Cash and cash equivalents 2,902 3,159 
Bank overdrafts repayable on demand (215) (1,092)
Cash and cash equivalents in the statement of cash flows 2,687 2,067  

 
  Call deposits represent temporary excess of liquidity invested in GICs with a maturity not exceeding 30 days. 
 The book values of cash and cash equivalents approximate their fair values. 
 
10. Trade and other receivables (IFRS 7) 
  

In thousands of C$ 2011 2010
Current
Trade receivables 132 68 
Due from associates 518 692 
Other receivables and pre-payments 3,045 2,989 

3,695 3,749  
  
 Trade receivables are shown net of impairment charges amounting to $350,000 (2010: $120,000) 

due to the adverse impact of the credit crisis on a significant customer. The book values of 
trade and other receivables approximate their fair values. 

 
11. Inventories (IAS 2) 
 

In thousands of C$ 2011 2010

Raw materials and consumables (at cost) 267 382
Work in progress (at cost) 465 511
Finished goods (at net realizable value) 643 422
Total inventories at the lower of cost and net realizable value 1,375 1,315  
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Inventory recognized in cost of sales during the year amounted to $5.2 million (2010 - $4.7 million). An impairment charge 
of $525,000 (2010 - $410,000) was recognized to reflect the net realizable value of finished goods. 

 

12. Investments available for sale and other financial assets (IAS 39) 
 

In thousands of C$
Balance    Jan. 

1, 2010 Acquisitions 

Change in fair 
value recognized 

in equity
Balance    Dec. 

31, 2010

Available-for-sale securities 2070 2430 (721) 3,779 
Other financial assets:
Securities held-to-maturity 1,922 190 2,112 
Loans to associates 78 0 78 

4,070 2,620 (721) 5,969 

In thousands of C$
Balance    Jan. 

1, 2011 Acquisitions

Change in fair 
value recognized 

in equity
Balance    Dec. 

31, 2011

Available-for-sale securities 3,779 492 (771) 3,500 
Other financial assets:
Securities held-to-maturity 2,112 788 0 2,900 
Loans to associates 78 180 0 258 

5,969 1,460 (771) 6,658  
  
 Securities available for sale are comprised of common shares in XYZ Inc., a company listed on the TSX. Securities 

held to maturity are comprised of Export Development bonds with coupon rate of 2.10% maturing on Jun 2, 2014.  
 
 Loans to associates are comprised of advances to Electronics Limited (see note 13) that bear interest at 6% per annum 

and are repayable on or before December 31, 2014. 
 
13. Investment in associate (IAS 28) and joint venture(IAS 31) 
 
  

 

In thousands of C$
Balance    Jan. 

1, 2010
Share of net 
profit(loss) Acquisitions Dispositions

Balance    Dec. 
31, 2010

Investment in joint venture(note 14) 200 (100) 100 
Investment in associate 5352 321 5,673 

5,552 221 5,773

In thousands of C$
Balance    Jan. 

1, 2011
Share of net 
profit(loss) Acquisitions Dispositions

Balance    Dec. 
31, 2011

Investment in joint venture(note 14) 100 100 200 
Investment in associate 5,673 226 757 6,656 

5,773 326 757 6,856  
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 The Company has a 25% interest in Electronics Limited, which is involved in the manufacture of electronic 
accessories in Canada. Electronics Limited is a private entity that is not listed on any public exchange. Investment in 
Electronic Limited is accounted for using the equity method.  
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The following table sets out summarized financial information of the Company’s investment in Electronics Limited: 
 
 

Revenues Profit/(loss) Share of net 
profit/(loss) 
recognized

Total assets Total 
liabilities

Net assets as 
reported by 

associate

Share  of net 
assets equity 

accounted

In thousands of C$ 100% 100% 25% 100% 100% 100% 25%

2011 22,000 904 226 60,000 33,376 26,624 6,656

2010 20,000 1,284 321 62,000 39,308 22,692 5,673  
 
  
 
 
 
 Results of associate 
 

In thousands of C$ 2011 2010

Share of associates profit before income tax 326 221 
Share of income tax expense (87) 116 
Share of net profit per financial statements of associates 239 337 
Adjustments:
- depreciation adjustment (8) (10)
- unrealised profit in inventory (2) (3)
- changes to conform to Company’s revenue recognition 
policies (3) (3)
Share of associates net profit accounted for using the equity 
method 226 321  

 
 
 
 Commitments 
 

In thousands of C$ 2011 2010
Share of capital commitments contracted but not provided 
for or payable:
Within one year 10 12 
One year or later and no later than five years 32 28 
Later than 5 years 1 3 

43 43  
 
 During the year the Company participated in a private placement by Electronics Limited to maintain its pro rata 

ownership interest. The net additional investment amounted to $757,000 (2010: $ Nil). 

 



 

   40 | P a g e  
 

Canadian Public Company Ltd. – First-Time IFRS Financial Statements – December 31, 2011

www.collinsbarrow.com

Notes to the consolidated financial statements 
 
14. Interest in joint venture (IAS 31) 
  

 

In thousands of C$
Balance    Jan. 

1, 2010
Share of net 
profit(loss) Acquisitions Dispositions

Balance    Dec. 
31, 2010

Investment in joint venture 200 (100) 100 

In thousands of C$
Balance    Jan. 

1, 2011
Share of net 
profit(loss) Acquisitions Dispositions

Balance    Dec. 
31, 2011

Investment in joint venture 100 100 200  
  
 The Company has a 33.33% (2010: 33.33%) interest in a joint venture EFG Inc., whose principal activity is research 

and development of circuit enhancements. The Company accounts for its joint venture investment using the equity 
method of accounting. 

 
 The company's one-third interest in the net assets, profit and cash flows of the joint venture is summarized as follows: 
 

In thousands of C$ 2011 2010

Inventory 800 250
Trade payables (600) (150)
Net assets 200 100

Revenues 300 0
Costs and expenses (200) (100)
Net profit (loss) 100 (100)

Cash flows from operating activities 126 (116)

Cash flows from investing activities (120) (50)

Cash flows from financing activities 0 0  
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15. Property, plant and equipment (IAS 16 and 17) 
 

Cost
Freehold land 
and buildings

Plant and 
equipment

Fixtures and 
fittings Total

In thousands of C$

Balance at January 1, 2010 7,000 9,062 1,000 17,062 

Additions due to business combinations 0 
Other acquisitions 500 500 
Reclassified as held for sale 0 
Disposals 0 
Foreign exchange adjustments 0 
Balance at December 31,  2010 7,000 9,562 1,000 17,562 

Balance at January 1, 2011 7,000 9,562 1,000 17,562 

Additions due to  business combinations 0 
Other acquisitions 954 954 
Reclassified as held for sale (1,000) (1,000)
Disposals (1,000) (1,000)
Balance at December 31,  2011 7,000 8,516 1,000 16,516 

Depreciation and impairment 
Freehold land 
and buildings

Plant and 
equipment

Fixtures and 
fittings Total

In thousands of C$

Balance at January 1, 2010 5,000 7,000 500 12,500 
Depreciation for the year 150 120 52 322 
Impairment charge 0 
Reclassified as held for sale 0 
Disposals 0 
Balance at December 31,  2010 5,150 7,120 552 12,822 

Balance at January 1, 2011 5,150 7,120 552 12,822 
Depreciation charge for the year 140 168 50 358 
Reversal of impairment loss (5) (5)
Reclassified as held for sale (300) (300)
Disposals (690) (690)
Balance at December 31,  2011 5,290 6,293 602 12,185 

Carrying amounts
At January 1, 2010 2,000 2,062 500 4,562 
At December 31,  2010 1,850 2,442 448 4,740

At January 1, 2011 1,850 2,442 448 4,740
At December 31,  2011 1,710 2,223 398 4,331  
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15. Property, plant and equipment (continued) 
 
 Impairment loss and subsequent reversal (Note: Disclosed for illustrative purposes only although 

amounts are immaterial)  
 In 2008 the Company’s manufacturing facility at location X was determined to be non compliant with the Province’s 

building code. Based on this assessment, the carrying amount of those facilities was written down by $6,000 (included 
in “cost of sales”). In 2011, following substantial remedial action, the Company reassessed its estimates and $5,000 of 
the initially recognized impairment was reversed (included in “cost of sales”). The estimates of recoverable amount 
were based on the facility’s’ value in use, determined using a discount rate of 7 per cent (2010: 8 per cent). 

 
 Security  
 At December 31, 2011, properties with a carrying amount of $ 1.2 million (2010: $1 million) are subject to an 

indenture to secure bank loans. 
 
16. Intangible assets (IAS 38) 

 

In thousands of C$ Goodwill Licenses
Development 

costs Total

Cost

Balance at January 1, 2010 11,900 10,000 2,800 24,700 
External acquisitions 0 0 260 260 
Internally developed 0 0 7 7 
Foreign exchange movements 12 10 3 25 
Balance at December 31,  2010 11,912 10,010 3,070 24,992 

Balance at January 1, 2011 11,912 10,010 3,070 24,992 
External acquisitions 0 0 700 700 
Internally developed 0 0 13 13 
Foreign exchange movements 7 6 2 15 
Balance at December 31,  2011 11,919 10,016 3,785 25,720  

 
Foreign exchange movements presented for illustrative purposes where the presentation currency differs from 
functional currency. 
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16. Intangible assets (continued) 

 

In thousands of C$ Goodwill Licenses
Development 

costs Total

Amortization and impairment losses

Balance at January 1, 2010 4,000 3,000 1,500 8,500 
Amortization 320 100 80 500 
Impairment 55 0 345 400 
Reversal of impairment 0 0 0 0 
Foreign exchange movements 7 3 2 12 
Balance at December 31,  2010 4,382 3,103 1,927 9,412 

Balance at January 1, 2011 4,382 3,103 1,927 9,412 
Amortization 350 110 90 550 
Impairment 60 0 370 430 
Reversal of impairment 0 0 0 0 
Foreign exchange movements 4 3 1 8 
Balance at December 31,  2011 4,796 3,216 2,388 10,400 

Carrying amounts
At January 1, 2010 7,900 7,000 1,300 16,200 
At December 31,  2010 7,530 6,907 1,143 15,580 

At January 1, 2011 7,530 6,907 1,143 15,580 
At December 31,  2011 7,123 6,800 1,397 15,320  

 
Amortization and impairment charges 

  
 Amortization and impairment charges are recognized in cost of sales in the amount of $250,000 (2010: $210,000). 
 
 [Note – No reversal has been recorded in the above table but the following disclosure is provided for general 

illustrative purposes]. The reversals of impairment losses in the amount of $■ (2010: $■) relate to internal 
development costs and resulted from a reassessment of recoverable amounts due to enhancements to certain circuit 
product lines. The estimates of recoverable amount were based on value in use, determined using a pre-tax discount 
rate of ■ per cent (2010: ■ per cent). 
 
Goodwill 

  
 The Company allocates goodwill to its cash-generating units (CGUs) identified according to operating segment. The 

Company has 2 CGUs – Division A –Manufacturing and Division B – Distribution. The recoverable amount of a 
CGU is determined based on value-in-use calculations. Those calculations use cash flow projections based on actual 
operating results and the 5- year business plan. Cash flows for a further 5-year period are extrapolated using a 3 per 
cent growth rate. These assumptions are consistent with the long-term average growth rate for the industry.  A pre-tax 
discount rate of 8 per cent has been used in discounting the projected cash flows. 

 
 The critical variable underlying the above valuation methodologies in the current and previous period relates primarily 

to price growth which is based on a projected geographical demand for electronic products utilizing the Company’s 
proprietary technology. The carrying amount of the unit equals its recoverable amount. Any adverse change in 
assumptions could reduce the recoverable amount below carrying amount. The price growth is assumed to be 3 per 
cent per annum above inflation in the first 3 years only and in line with inflation thereafter. 
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17. Trade and other payables (IFRS 7) 
 

In thousands of C$ 2011 2010

Trade payables due to associates 4,650 5,230 
Trade payables reclassified to liabilities held-for-sale (180) 0 
Other trade payables 4,067 2,885 
Non-trade payables and accrued expenses 200 180 

8,737 8,295 
 

 
18. Interest-bearing loans and other borrowings (IFRS 7)  
 

In thousands of C$ 2011 2010

Current liabilities
Current portion of secured bank loans and finance lease 
liabilities 1,820 1,642 

Non-current liabilities
Secured bank loans 1,715 2,942 
Convertible notes 530 0 
Unsecured bond issues 175 190 
Finance lease liabilities 2,125 2,225 

4,545 5,357 
 

 

Financing facilities 
 The Company has access to the following lines of credit: 

 
2,500 2,500 

Facilities utilized at reporting date
Bank overdraft 215 1,092 
Standby letters of credit 0 0 

215 1,092 

Facilities not utilized at reporting date
Bank overdraft 1,285 408 
Standby letters of credit 1,000 1,000 

2,285 1,408 
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18. Interest-bearing loans and other borrowings (continued) 
  
 Financing arrangements 
 Bank overdrafts  
 The bank overdraft is unsecured, with interest payable at prevailing market rates. 
 
 Bank loans  
 Bank loans are denominated in C$. The bank loans amount in current liabilities comprises the portion of the 

Company’s bank loan payable within one year.  
 The loans bear interest at prime rates plus 3% (2010: 2%) payable monthly. 
 
 Standby letter of credit  
 The standby letter of credit facility is a committed facility, available to be drawn down over the next 5 years. No 

draw-downs against this facility had been made as at December 31, 2011. 
 
 Unsecured bank facility  
 The unsecured bank facility is available until December 31, 2014. This facility was utilised up to $800,000 (2010: 

$600,000) as at December 31 2011. 
  
 Convertible notes  
 On December 31, 2011, the Company issued convertible notes with a face value of $550,000 and a maturity date of 

December 31, 2016. The notes bear interest at 10%, payable semi annually and are convertible at the option of the 
holders on or before maturity date. The liability of $530,000 is net of transaction costs of $10,000 and an amount of 
$10,000 classified as equity ( included under Other Reserves).The note holders have the option to receive 500 
common shares upon conversion (1 common share for every $1,000 of  principal). Notes that are not converted to 
common shares will be redeemed at face value on maturity. 

 
In thousands of C$ 2011 2010

Proceeds from issue of convertible notes 550 0
Transaction costs (10) 0
Net proceeds 540 0 

Amount classified as equity (10) 0
Carrying amount of liability at December 31 530 0 

 
 
 Finance lease liabilities 
 Finance lease liabilities of the Company are payable as follows: 
 

Minimum 
lease 

payments Present value

Minimum 
lease 

payments Present value
In thousands of C$

Less than one year 385 185 425 125 
Between one and five years 2,760 1,800 2,800 1,900 
More than five years 280 140 400 200 

3,425 2,125 3,625 2,225 

2011 2010
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19. Share-based compensations (IFRS 2) 

  
 The Company has a stock option plan (the "Plan"), which provides employees, directors, officers and consultants of 

the Company with the opportunity to acquire common shares of the Company though the exercise of stock options. 
Ten million common shares have been reserved for issuance under the Plan. Stock options granted under the Plan are 
limited to a maximum term of five years with a vesting of one-third on each anniversary of the award. 

 
 A summary of the status of the Company’s Plan is as follows:  
 

Number Weighted
of stock average
options exercise price

(in thousands)
C$

Outstanding – January 1, 2010 2,345 1.8
Exercised (376) 0.34
Granted 2,390 1.35
Outstanding – December 31, 2010 4,359 1.68
Exercised (242) 1.21
Granted 882 1.55
Outstanding – December 31, 2011 4,999 1.7  

 
 Of the total outstanding, 700 options are exercisable at December 31, 2011 (2010: 1,250). 
 
 The Company accounts for stock options granted under its employee stock option plan using the fair value based 

method of accounting. Expenses in the amount of $485,000 and $495,000 have been recognized for the years ended 
December 31, 2011 and 2010, respectively. 

 
 The options outstanding at December 31, 2011 have an exercise price in the range of $XX to $YY and a weighted 

average contractual life of 3.7 years. 
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19. Share-based compensations (continued) 

 The key assumptions underlying the bionomial pricing model are as follows: 
 

2011 2010

Weighted average fair value per share at measurement date (in 
thousands C$) $0.852 $0.733 

Weighted average share price 1.45 1.25
Weighted average exercise price 1.55 1.35

Expected volatility (expressed as weighted average) (%) 72 74
Volatility used in the modelling under binomial lattice model 
(%) 70 72
Expected life (Years) 4 5
Expected dividends (%) 0 0
Risk-free interest rate (based on zero-coupon
Government of Canada bonds) (%) 3.30% 3.90%  

 
 The expected volatility is based on the historic volatility (calculated based on the weighted average remaining life of 

the share options), adjusted for any expected changes to future volatility due to publicly available information. 
 
 
Additional comments: The applicability of the widely used Black-Scholes model should be reviewed in light of the guidance 
in IFRS 2, Share Based Payment. The following excerpt is reproduced from IFRS 2, Appendix B5: The entity shall consider 
factors that knowledgeable, willing market participants would consider in selecting the option pricing model to apply. For 
example, many employee options have long lives, are usually exercisable during the period between vesting date and the end 
of the options’ life, and are often exercised early. These factors should be considered when estimating the grant date fair 
value of the options. For many entities, this might preclude the use of the Black-Scholes-Merton formula, which does not 
allow for the possibility of exercise before the end of the option’s life and may not adequately reflect the effects of expected 
early exercise. It also does not allow for the possibility that expected volatility and other model inputs might vary over the 
option’s life. However, for share options with relatively short contractual lives, or that must be exercised within a short 
period of time after vesting date, the factors identified above may not apply. In these instances, the Black-Scholes-Merton 
formula may produce a value that is substantially the same as a more flexible option pricing model. 
Practice so far supports continuing use of the  Black-Scholes pricing model.
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20. Provisions (IAS 37) 
  

In thousands of C$ Warranties
Onerous 
contracts Total

Balance at January 1, 2010 1,940 1,700 3,640 
Provisions made during the year 606 118 724 
Provisions used during the year (400) 0 (400)
Provisions reversed during the year (46) 0 (46)
Balance at December 31,  2010 2,100 1,818 3,918 

Provisions made during the year 444 50 494 
Provisions used during the year (450) (120) (570)
Provisions reversed during the year (44) 0 (44)
Balance at December 31,  2011 2,050 1,748 3,798 

Balance at December 31, 2010 and January 
1, 2011
Non-current 1,950 1,611 3,561 
Current 150 207 357 

2,100 1,818 3,918 

Balance at December 31,  2011
Non-current 1,900 1,320 3,220 
Current 150 428 578 

2,050 1,748 3,798  
 
 Warranties 
 The provision for warranties relates mainly to electronic accessories sold during the year ended December 31, 2010 

and 2011. The provision is based on estimates made from historical warranty data associated with similar products and 
services. The Company expects to incur the liability over the next 3 years. 

 
 Onerous contracts 
 During 2010 the Company entered into a non-cancellable lease for manufacturing equipment which, due to changes in 

its activities, the Company ceased to use. The machinery has been sublet, but changes in market conditions have 
meant that the rental income is lower than the rental expense. The net obligation under the lease has been provided for.
  

 
21. Share capital and reserves (IAS 1, 12, 16, 21 and other) 
 
 Authorized, issued and outstanding common shares 
 Common shares, no par value, authorized unlimited number of shares, issued and outstanding were 1,135,728 and 

1,135,254 shares as at December 31, 2011 and 2010, respectively. 
 
 Translation reserve 
 The translation reserve comprises all foreign exchange differences arising from the translation of the financial 

statements of foreign operations where their functional currency is different to the functional currency of the 
Company.  Under Canadian GAAP the cumulative translation adjustment (CTA) resulting from the above translation 
process was presented as a component of Accumulated Other Comprehensive Income. There was no transitional 
impact at January 1, 2010. 

 
 Fair value reserve 
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 The fair value reserve includes the cumulative net change in the fair value of available-for-sale investments until the 
investment is derecognized. Under Canadian GAAP the cumulative net change in the fair value of available-for-sale 
investments was presented as a component of Accumulated Other Comprehensive Income. There was no transitional 
impact at January 1, 2010. 
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21. Share capital and reserves (continued)  
  
 Revaluation reserve 
 The revaluation reserve relates to vacant land measured at fair value. Such revaluation was not permitted under 

Canadian GAAP. The effect on the Company upon transition to IFRS is described under First-time adoption of IFRS - 
note 32(e). 

 
 Other reserves 
 Other reserves include the equity component of the convertible notes, net of deferred income tax. Under Canadian 

GAAP the equity component of the convertible notes was presented as a separate component of shareholders’ equity 
as part of Accumulated Other Comprehensive Income. There was no transitional impact at January 1, 2010. Other 
reserves also include credit entries corresponding to share-based compensation expenses.  

 
 Minority interests 
 As required by IFRS Minority Interest is presented as a component of equity. Under Canadian GAAP this was 

presented as a separate line outside equity. There was no transitional impact on the Minority Interest’s share of equity 
upon adoption of IFRS as the IFRS adjustments related solely to the Company’s wholly-owned subsidiary, BCD Inc. 

 
22. Financial risk management objectives and policies (IFRS 7) 
  
 Capital management 

The Company aims to maintain a capital at level that enables it to meet several objectives, namely: 
• Striving for a percentage of long-term debt to total combined long-term debt and shareholders’ equity (long-

term debt/total capital ratio) of less than 50% and 
• Maintaining an investment grade credit rating for its term notes. 
 
In its capital structure, the Company considers its stock option plans for key employees and officers. The Company’s 
stock redemption plan is one of the tools the Company uses to achieve its objectives. 
 
The Company is not subject to any capital requirements imposed by a regulator. 
 
The Company’s fiscal 2011 annual results regarding its capital management objectives were as follows: 
• a long-term debt/total capital ratio of 21% (29.7% as at December 31, 2010); 
• a BBB credit rating confirmed by S&P and DBRS during 2011 fiscal year (same rating during 2010 fiscal year); 
 
The capital management objectives remain the same as for the previous fiscal year. 

 
 Risk disclosures 
 Exposure to credit, interest rate and currency risks arises in the normal course of the Company’s business. 
 
 Interest rate risk 

The Company has no significant exposure to interest rate risk as the Company’s long-term obligations are primarily at 
fixed rates. 
 

 Foreign currency risk  
The Company is exposed to foreign currency risk on sales, purchases and borrowings that are denominated in a 
currency other than the C$. The currency giving rise to this risk is primarily the U.S. dollar.  
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22. Financial risk management objectives and policies (continued) 

 
 Credit risk  
 The Company sells products to consumers and merchants in Canada. When it sells products, it gives merchants 

credit. As well, to help certain merchants with business acquisitions, the Company grants them long-term loans or 
endorses loans granted to them by financial institutions. Hence, the Company is subject to credit risk. To mitigate 
such risk, the Company performs ongoing credit evaluations of its customers and has adopted a credit policy that 
defines the credit conditions to meet required guarantees. As at December 31, 2011 and as at December 31, 2010, no 
customer accounted for over 10% of total loans and receivables. 

 
 Liquidity risk  
 The Company is exposed to liquidity risk primarily as a result of its long-term debt and trade accounts payable. The 

Company regularly assesses its cash position and feels that its cash flows from operating activities are sufficient to 
fully cover its cash requirements as regards its financing activities.  

 
 Sensitivity analysis 
 In managing currency risks the Company aims to reduce the impact of short-term fluctuations on the earnings. Over 

the longer-term, however, permanent changes in foreign exchange would have an impact on consolidated earnings.  
 
 It is estimated that a general increase of 1 percentage point in the value of the Canadian dollar against the U.S. dollar 

would have decreased the Company’s profit before tax by approximately $1.5 million for the year ended December 
31, 2011 (2010: $1.2 million). 

 
 Fair values 
 The fair values together with the carrying amounts shown in the balance sheet are as follows: 
 

amount value amount value
In thousands of C$ Notes

Investments available-for-sale 12 3,500 3,500 3,779 3,779 
Debt securities held-to-maturity 12 2,900 2,900 2,112 2,112 
Loans to associates 12 258 122 78 41 
Trade and other receivables 10 3,695 3,695 3,749 3,749 
Cash and cash equivalents 9 2,902 2,902 3,159 3,159 
Secured bank loans 18 (3,535) (3,734) (4,584) (4,722)
Unsecured bond issues 18 (175) (180) (190) (195)
Convertible notes 18 (530) (545) 0 0 
Finance lease liabilities 18 (2,125) (2,300) (2,225) (2,315)
Trade and other payables 17 (8,737) (8,737) (8,295) (8,295)
Unrecognized (losses) / gains (530) (270)

2011 2010

 
 
 Estimation of fair values 
 The following summarizes the major methods and assumptions used in estimating the fair values of financial 

instruments reflected in the table: 
 
 Securities in listed entities (Investments available-for-sale) 
 Fair value is based on quoted market prices at the balance sheet date without any deduction for transaction costs. 
 
 Debt securities held-to-maturity 
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 These investments are comprised of medium term Government agency bonds. Fair value is calculated based on 
discounted expected future principal and interest cash flows.  

 
 Secured bank loans 
 Fair value is calculated based on discounted expected future principal and interest cash flows.  
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Notes to the consolidated financial statements  
 
22. Financial risk management objectives and policies (continued) 

 
 Estimation of fair values (continued) 
 
 Convertible notes 
 The fair value is based on quoted market prices, if available.  If not, fair value is calculated based on discounted 

expected future principal and interest cash flows.  
 
 Finance lease liabilities  
 The fair value is estimated as the present value of future cash flows, discounted at market interest rates for 

homogeneous lease agreements. The estimated fair values reflect change in interest rates. 
 
 Trade and other receivables/payables 
 For receivables / payables with a remaining life of less than one year, the notional amount is deemed to reflect the fair 

value. 
 
 Interest rates used for determining fair value 
 The entity uses the government yield curve as of December 31, 2011 plus an adequate constant credit spread to 

discount financial instruments. The interest rates used are as follows: 
 

 2011 2010

  
Interest-bearing loans and borrowings 8% 7%
Convertible notes 6% 8%
Leases 9% 5%
 

 
 
23. Operating leases (IAS 17) 
  
 Non-cancellable operating lease rentals are payable as follows: 
 

In thousands of C$ 2011 2010

  
Due within one year or less 18 16
Between one and five years 33 28
More than five years 12 8
 63 52
 

 
 The Company leases a number of manufacturing facilities under operating leases.  The leases typically run for a 

period of 5 years, with a renewal option at the end of the initial lease term. Lease payments are fixed for the duration 
of the initial term. There are no contingent rental clauses. 
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Notes to the consolidated financial statements 
 
24. Capital and other commitments (Various, including IAS 17) 
 

In thousands of C$ 2011 2010
Capital expenditures 

Contracted but not provided for and payable:
Within one year 14 18 
One year or later and no later than five years 27 34 
Later than five years 8 4 

49 56 
Other capital commitments

Joint venture operation:
Within one year 9 15 
One year or later and no later than five years 30 20 
Later than five years 1 10 

40 45 
Management contracts

Employment contracts not provided for in the financial 
statements and payable:
Within one year 5 6 
One year or later and no later than five years 20 10 
Later than five years 0 0 

25 16  

 
25. Contingencies (IAS 37) 
 
 Management is of the opinion that provisions are not required in respect of the matters set out below, as it is not 

probable that a future sacrifice of economic benefits will be required or the amount is not capable of reliable 
measurement. 

 
 Contingent liabilities not considered remote 
  
 Law suits 
 Former employees of the Company have filed a law suit claiming additional compensation for overtime worked. The 

Company does not admit liability. However, if defence against the action is unsuccessful, fines and legal costs could 
amount to $1 million. Based on legal advice, management does not expect the outcome of the action to have a material 
effect on the Company’s financial position. 

 
 Contingent liabilities considered remote 
 
 Bank loan guarantee 
 The Company has guaranteed a bank line of credit to one of its subsidiaries in the United States. 
 
 Contingent assets 
 
 Patent infringements 

The Company is making a claim for loss of profits against one of its competitors resulting from patent infringement. 
 
 In management’s opinion, disclosure of any further information about the above matter would be prejudicial to the 

interests of the Company. 
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Notes to the consolidated financial statements 
 
26. Consolidated entities (IAS 27) 
 
 
   

Country of 
Incorporation 

 
Ownership interest 

   2011 2010
    
 Parent entity  
 Canadian Public Company, Ltd.  
   
 Significant subsidiaries  
 BCD Inc.  Canada 100% 100%
 DEF Inc.  United States 74% 78%

 
 
  
27. Business acquisitions (IFRS 3) 
 

This note has been intentionally left blank – see Additional Comments under note 2(g)(i), Summary of significant 
accounting policies - Intangible assets -Business combinations and goodwill. Also see sample disclosures in Appendix 
C. 

 
 
28. Related party transactions (IAS 24)  
 
  
 The Company’s ultimate parent company is ZZZ inc (the “ZZZ Group”). Loans are made by the Company to other 

entities within the ZZZ Group in the normal course of business.  The loans are non interest bearing and repayable 
upon demand. During the year ended December 31, 2011, such loans totalled $5.6 million (2010: $nil) all of which  
had been repaid in full prior to year end.   

  
 Key management compensation 
 

Key management includes Chief Executive Officer, Chief Financial Officer and non independent directors. 
The compensation paid or payable to key management is shown below: 

 

2011 2010
Salaries and benefits 200 150
Post retirement benefits 1100 900
Share-based benefits 100 90

1400 1140  
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Additional comments: (i) IAS 24 does not exclude from its scope management compensation arrangements, expense 
allowances and similar payments to individuals in the normal course of operations; (ii)IAS 24 does not address any of the 
requirements with respect to measurement contained  in CICA section 3840. 
 
29. Economic dependency 
 
 The Company has contracted to sell 20% of its custom built circuits for each of the next 2 years to ZZZ Inc. 
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Notes to the consolidated financial statements  
 
30. Events after the balance sheet date (IAS 10) 
  

On March 1, 2012, the Audit Committee approved the consolidated financial statements for the year ended December 
31, 2011.  Subsequent to the balance sheet date, one of the Company’s major suppliers has filed a law suit 
claiming an additional payment of $2.5 million relating to services provided in a prior year. The Company believes 
that this legal claim is without merit and has not made any provision in the consolidated financial statements. 

 
Additional comments: Section 3820 and IAS 10 are converged, except that IAS 10:  
(i) requires reporting of subsequent events to the date of authorization for issue of financial statements; and  
(ii) requires disclosure of the date of authorization for issue and who gave that authorization.  
 
31. Reconciliation of cash flows from operations  
 
In thousands of C$ Note 2011   2010   2011   2010

                  

    Continuing operations   Discontinued operations

Net profit as reported on income statement   4,174   4,046   92   777 

                  

Adjustments to reconcile profit before tax to net cash 
flows:                 

Non-cash adjustments:                 

Depreciation of property, plant and equipment 15  358   322         

Reversal of impairment of property, plant and equipment 15  (5)             

Amortization of intangible assets 16  550   500         

Impairment of intangible assets 16  430   400         

Impairment loss - discontinued operations 7          87     

Share-based payments expense 19  485   495         

Accretion in value of discounted convertible debt   5             

Gain on disposal of property, plant and equipment   (440)             

Net finance (income)expense   (401)   (820)   128   120 

Movements in provisions and other accruals   399   (631)         

Share of net profit of associates and joint ventures 13; 14 (326)   (221)         

Income tax expense 6, 7 1,099   1,028   12   14 

                  

Working capital adjustments:                  

(Increase) decrease in trade and other receivables   54   (134)         

(Increase) decrease in inventories   (60)   976         

Increase (decrease) in trade and other payables    442   195   180     

                  

Net cash flows from operations   6,764   6,156   499   911 
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32. First time adoption of IFRS (IFRS 1)  
  
 As stated in Summary of Significant Accounting Policies note (a), these are the Company’s first consolidated financial 

statements prepared in accordance with IFRS. 
 
 The policies set out in the Summary of Significant Accounting Policies section have been applied in preparing the 

financial statements for the year ended December 31, 2011, the comparative information presented in these financial 
statements for the year ended December 31, 2010 and in the preparation of an opening IFRS balance sheet at January 
1, 2010 (the Company’s date of transition). 

 
 The Company has followed the recommendations in IFRS-1 First-time adoption of IFRS, in preparing its transitional 

statements. IFRS-1 provides specific one-time choices and mandates specific one-time exceptions with respect to first-
time adoption of IFRS. 

 
 Choices available at first-time adoption 
 

a) Property, plant and equipment – IFRS 1 provides a choice between measuring property, plant and 
equipment at its fair value at the date of transition and using those amounts as deemed cost or using the historical 
valuation under the prior GAAP. The Company has decided to continue to apply the cost model for property, plant & 
equipment and has not restated property, plant & equipment to fair value under IFRS. The historical bases under 
Canadian GAAP have been designated as the deemed cost under IFRS at Transition Date.  

b) Foreign exchange  – Retrospective application of IFRS would require recalculation of cumulative 
currency translation differences in accordance with IAS 21, The Effects of Changes in Foreign Exchange Rates, from 
the date a subsidiary or associate was formed or acquired. Alternatively, IFRS 1 permits cumulative translation gains 
and losses to be reset to zero at the transition date of January 1, 2010. The Company has not elected to reset all 
cumulative translation gains and losses to zero in opening retained earnings at January 1, 2010. The Company’s 
recalculation of the cumulative currency translation differences in accordance with IAS 21, The Effects of Changes in 
Foreign Exchange Rates did not result in a material difference to the amounts previously determined under Canadian 
GAAP. 

c) Share-based payments – IFRS 2, Share Based Payments, permits the application of that standard only 
to equity instruments granted after November 7,  2002 that had not vested by January 1, 2010. As permitted the 
Company has applied  IFRS 2 for all equity instruments granted after November 7, 2002 that had not vested by 
January 1, 2010. 

d) Business combinations –IFRS 3, Business Combinations((CICA Section 1582) may be applied 
retrospectively or prospectively. The retrospective basis would require restatement of all business combinations that 
occurred prior to January 1, 2010. The Company has elected not  to retrospectively apply IFRS 3 to business 
combinations that occurred prior to January 1, 2010 and such business combinations will not be restated. Any 
goodwill arising on such business combinations before January 1, 2010 will not be adjusted from the carrying value 
previously determined under Canadian GAAP as a result of applying these exemptions except as required under IFRS 
1. However, the Company has early adopted CICA Section 1582) effective January 1, 2010. 

 
Exceptions that are mandated by IFRS-1 

 
a) Hedge accounting – Hedge accounting can only be applied prospectively from January 1, 2010 to transactions that 

satisfy the hedge accounting criteria in IAS 39 at that date.  Hedging relationships cannot be designated 
retrospectively and the supporting documentation cannot be created retrospectively. There was no material transition 
impact under this exception. 

b) Estimates – IFRS-1 prohibits use of hindsight to create or revise previous estimates. The estimates the Company  
previously made under Canadian GAAP have not been revised for application of IFRS.  

 
 In preparing its opening IFRS balance sheet, the Company has adjusted amounts reported previously in financial 

statements prepared in accordance with Canadian generally accepted accounting principles (Canadian GAAP). An 
explanation of how the transition from Canadian GAAP to IFRS has affected the Company’s financial position, 
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financial performance and cash flows is set out in the following tables and the Additional notes that accompany the 
tables. 

 
 
Additional comments: The IASB is considering proposals presented by the AcSB staff in May 2008 to amend IFRS 1 in 
several areas including exemptions that should assist enterprises recording oil and gas assets using full cost accounting and 
operations subject to rate-regulation. 
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Notes to the consolidated financial statements  
 
32. First time adoption of IFRS (continued)   
  
 Reconciliation of assets, liabilities and equity  
 

Canadian 
GAAP

Effect of 
transition to 

IFRS IFRS
Canadian 

GAAP

Effect of 
transition to 

IFRS IFRS

In thousands of C$ Note January 1, 2010 December 31, 2010

Assets
Non-current assets

Property, plant and equipment (e); (f) 5,187 (625) 4,562 5,365 (625) 4,740 
Intangible assets 16,200 16,200 15,580 15,580 

Investment in associates and joint ventures (a) 5,452 100 5,552 5,673 100 5,773 
Investments available for sale 2,070 2,070 3,779 3,779 
Other financial assets 2,000 2,000 2,190 2,190 
Deferred tax assets 1,100 1,100 1,282 1,282 

32,009 (525) 31,484 33,869 (525) 33,344 
Current assets
Inventories (a) 2,541 (250) 2,291 1,565 (250) 1,315 
Trade and other receivables 3,615 3,615 3,749 3,749 
Income tax receivable 720 720 1,472 1,472 
Cash and cash equivalents 3,100 3,100 3,159 3,159 

9,976 (250) 9,726 9,945 (250) 9,695 
Assets of disposal group classified as held for 
sale 0 0 0 0 

9,976 (250) 9,726 9,945 (250) 9,695 
Total assets 41,985 (775) 41,210 43,814 (775) 43,039 
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Notes to the consolidated financial statements  
 
32. First time adoption of IFRS (continued)   
  
 Reconciliation of assets, liabilities and equity (continued) 
 

Canadian 
GAAP

Effect of 
transition to 

IFRS IFRS
Canadian 

GAAP

Effect of 
transition to 

IFRS IFRS

In thousands of C$ (except share capital) Note January 1, 2010 December 31, 2010

Equity and Liabilities
Equity attributable to equity holders of the 
parent

Share capital issued and outstanding 5,893 5,893 5,899 5,899 
Reserves:
Translation reserve 110 110 105 105 

Fair value reserve  (available-for-sale securities) 7,174 7,174 6,453 6,453 
Revaluation reserve 0 125 125 0 125 125 
Other reserve 135 135 630 630 

7,419 125 7,544 7,188 125 7,313 

Retained earnings(deficit) (l) (1,268) (262) (1,530) 2,524 (287) 2,237 
12,044 (137) 11,907 15,611 (162) 15,449 

Minority interest 1,587 1,587 2,643 2,643 
Total equity 13,631 (137) 13,494 18,254 (162) 18,092 

Non-current liabilities
Interest-bearing loans and other borrowings (b) 8,515 (300) 8,215 5,632 (275) 5,357 
Provisions 3,410 3,410 3,561 3,561 
Other liabilities 1,800 1,800 1,955 1,955 
Deferred tax liabilities (k) 1,288 (188) 1,100 1,470 (188) 1,282 

15,013 (488) 14,525 12,618 (463) 12,155 
Current liabilities
Bank overdraft 980 980 1,092 1,092 
Trade and other payables (a) 8,250 (150) 8,100 8,445 (150) 8,295 
Loans and other borrowings 2,400 2,400 1,642 1,642 
Income tax payable 1,481 1,481 1,406 1,406 
Provisions 230 230 357 357 

13,341 (150) 13,191 12,942 (150) 12,792 
Liabilities classified as held for sale 0 0 0 0 

13,341 (150) 13,191 12,942 (150) 12,792 
Total liabilities 28,354 (638) 27,716 25,560 (613) 24,947 

Total equity and liabilities 41,985 (775) 41,210 43,814 (775) 43,039 
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Notes to the consolidated financial statements  
 
32. First time adoption of IFRS (continued)   
 
 Notes to the reconciliation of assets, liabilities and equity 
 
 (a)  Joint venture 
 As permitted by IFRS the Company has accounted for its investment in joint venture using the equity method 

recognizing: (a) in its balance sheet, the Corporation’s investment in joint venture, consisting of the cost of the 
investment and the investment income or loss; and (b) in its statement of operations, its share of the net income 
eared by the joint venture.  The above items are presented as single lines on the consolidated balance sheet and 
the consolidated statement of operations. Under Canadian GAAP the Company previously accounted for its 
investment in joint ventures using the proportionate consolidation method recognizing: (a) in its balance sheet, 
the joint venture’s assets that it controlled and the joint venture’s liabilities that it incurred; and (b) in its 
statement of operations, its share of income earned and expenses incurred by the joint venture. The above items 
were presented on a line-by-line basis.  

 
 The effects of the deconsolidation at January 1, 2010 and December 31, 2010 were to decrease Inventories by 

$250,000, decrease Trade payables by $150,000 , increase Investment in equity accounted associates by 
$100,000, decrease Other operating expenses by $100,000, and decrease Share of profit of associates and joint 
venture by $100,000. The adjustments had no effect on retained earnings or net profit. 

 
 (b) Transaction costs 
 Consistent with IFRS the Company has capitalized transaction costs and factored them into the measurement of 

its Interest-bearing loans and borrowings on initial recognition (other than for held for trading securities).  
Under Canadian GAAP for other than held-for-sale securities, the Company elected to expense such 
transaction costs as incurred. The Company measures the Interest-bearing loans and other borrowings at 
amortized cost.   

 
 The effect of this change is to increase Retained earnings and decrease Interest-bearing loans and other 

borrowings by $300,000 at January 1, 2010 and $ 275,000 at December 31, 2010 and to increase Interest 
expense for 2010 by $25,000 (being the interest adjustment on the revised amortized cost base of Interest-
bearing loans and other borrowings).  

 (c) Fair value option 
 Under Canadian GAAP, the Company elected to designate all of its marketable securities included under Other 

investments as HFT on initial recognition.  Under IFRS, there are certain criteria which must be met in order to 
designate the financial assets at fair value through profit & loss – FVTPL (i.e, the “fair value option”).  

  
 These criteria are as follows: 

(i) Contracts with embedded derivatives can be designated at fair value through P&L unless 

• The embedded derivative does not significantly modify the cash flows otherwise required under 
the contract; or 

• It is clear that separation of the embedded derivative is prohibited. 

(ii) Financial assets and liabilities can be designated at fair value if it results in more relevant information 
because either:  

• It eliminates or significantly reduces a measurement or recognition inconsistency that would 
otherwise arise (an accounting mismatch); or 

• A group of financial assets, financial liabilities or both is managed and its performance evaluated 
on a fair value basis in accordance with a documented risk management or investment strategy and 
information is provided internally on that basis to the entity’s key management. 
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Notes to the consolidated financial statements  
 
32. First time adoption of IFRS (continued) 
  
 Notes to the reconciliation of assets, liabilities and equity (continued) 
  
 (c) Fair value option (continued) 
 The Company has determined that the marketable securities in Other investments substantively met the IFRS 

criteria for fair value designation on adoption of IFRS and as such there was no transitional impact. 
 
 (d) Reversal of impairments 
 IFRS requires impairment losses to be reversed if the circumstances giving rise to the impairment change in the 

future. Under IFRS reversal of impairments are recorded immediately in the P&L, except for available-for-sale 
(AFS) equity securities for which the reversal is recorded through equity.   Under Canadian GAAP Reversal of 
impairment losses are prohibited.  

  
 The above difference did not result in any transitional impact as the Company had not previously recognized 

any impairment losses on its financial assets. 
 

 (e) Land 
 In accordance with IFRS 1, the Company has elected to measure vacant land at its fair value at the date of 

transition to IFRS and use that fair value as its deemed cost. Under Canadian GAAP, vacant land was measured 
at cost.  

 
 The effect in the Company is to increase Property, plant and equipment at January 1, 2010 and December 31, 2010 

by $125,000. There is no effect on the income statement for the year ended December 31, 2010 as the land is not 
subject to depreciation. [Note - The tax effect of this adjustment has been assumed to be immaterial.] 

 
 (f) Property, plant and equipment 

(i) Under IFRS an impairment loss is determined as the excess of the carrying amount of an asset or group of 
assets above the recoverable amount (the higher of fair value less costs to sell and value in use), rather 
than the difference between carrying amount and fair value as determined under Canadian GAAP. As a 
result, under IFRS an impairment of $750,000 existed at the date of transition (based upon value-in-use 
calculated using a discount rate of 8 per cent). This impairment was not identified pursuant to the 
Company’s assessment of undiscounted cash flows as required under the 2-tiered approach in Canadian 
GAAP.  

 
 The effect of this change is to decrease Property, plant and equipment, and Retained earnings by 

$750,000 at January 1, 2010 and at December 31, 2010. This adjustment did not have a material effect on 
the depreciation charge for 2010. 

  
(ii) IFRS sets out more detailed criteria with respect to the use of the component approach as compared to 

Canadian GAAP.  Under IFRS, a separate component may be either a physical component, or a non-
physical component that represents a major inspection or overhaul.  When an item of property, plant and 
equipment comprises individual components for which different depreciation methods or rates are 
appropriate, each component is depreciated separately over its useful life. The Company has reviewed its 
capitalization policies under Canadian GAAP and determined that its approach to componentizing the 
assets under Canadian GAAP did not result in a significant transitional impact.  
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Additional comments: This will require a case-by-case assessment with a potentially more pervasive impact on companies 
that are heavily capital intensive such as power plants. 
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Notes to the consolidated financial statements  
 
32. First time adoption of IFRS (continued) 
  
 Notes to the reconciliation of assets, liabilities and equity (continued) 
 
 (g) Provisions for product warranties 
 Under Canadian GAAP the Company measured the provision for product warranties based on management’s 

best estimate which does not reflect probability weighted expected payment – rather it is management’s best 
estimate. Under IFRS expected value is calculated by considering all possible outcomes weighted based on 
their probabilities.  

  
 The different methodologies did not result in a significant impact at transition. 
 
 (h)  Uncertain tax positions 

 
 [Note: The following potential difference reflects IAS 12 exposure draft recommendation that current and 
deferred tax assets and liabilities should be measured using the probability-weighted average amounts of 
possible outcomes assuming that the tax authorities will examine the amounts reported to them by the entity 
and have full knowledge of all relevant information. The current version of IAS 12 is similar to CICA 3465 in 
that it is silent on the treatment of uncertainty over tax amounts.]  
 
Under IFRS potential tax exposures should be analysed individually and no probability based recognition 
threshold should be applied to the recognition of the liability that the entity has to pay the uncertain amount.  
The liability for tax exposures should be measured based on the “expected outcome” (ie. probability weighted 
average of possible outcomes).  Under this model, an entity first recognizes the tax liability based on the filed 
tax position (i.e., tax return). Then the entity adjusts the liability in its financial statements for the expected 
additional liability due to the tax exposure items based on the best estimate of the settlement amount.  An 
amount would be recognized in the financial statements for the probability-weighted average of the possible 
outcomes even if it is not probable that, for example, the deduction will be disallowed. Because amounts under 
IFRS are based each period on probability –weighted amounts, amounts are subsequently recognized or 
derecognized accordingly.  

  
 Under Canadian GAAP, the Company’s tax calculation (both current and deferred) was based on the 

“probable” tax treatment under the tax law, not necessarily how the tax return is filed. The tax benefits of 
individually significant tax exposure items are not recognized unless it was “probable” that the benefits will be 
sustained. If it is not probable, current tax expense would be increased. 

  
 The above difference in methodology did not result in a significant transitional impact. 
. 
 
 (i) Revenues – Non-cash rebates/discounts 
  Under IFRS, non-cash rebates/discounts are classified as a reduction in revenue.  Under Canadian GAAP, non-

cash rebates/discounts are classified as an expense. 
   
  The above difference has resulted in the reclassification of $200,000 from Cost of sales to Revenue. 
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Notes to the consolidated financial statements  
 
32. First time adoption of IFRS (continued) 
  
 Notes to the reconciliation of assets, liabilities and equity (continued) 
 
 (j) Stock based compensation 

Under IFRS, graded vesting awards must be accounted for as though each instalment is a separate award.  IFRS 
doesn’t provide for an election to treat the instruments as a pool, determine the aggregate fair value using an 
average life of the instruments and recognize compensation cost on a straight-line basis, as elected by the 
Company under Canadian GAAP.   
 
Under IFRS, the estimates of the number of equity-settled awards that vest are adjusted to the actual number 
that vest, unless forfeitures are due to market-based conditions.  There is no choice to accrue compensation cost 
as if all instruments granted were expected to vest and recognize the effect of the forfeitures as they occur as 
elected by the Company under Canadian GAAP.  
 
Under IFRS, when the grant date occurs after the service commencement date, the recognition of services 
during the period from service commencement date until grant date would be based on the estimated fair value 
at grant date and adjusted subsequently to the actual grant date fair value. Unlike IFRS, unless the award is 
granted, there is no ability to commence the recognition of the cost under Canadian GAAP. 
 
The above differences did not result in a significant transitional impact. 

 
 (k)  Deferred tax  
 
 The above changes increased (decreased) the deferred tax liability as follows: 
 

In thousands of C$ Note January 1, 2010 December 31, 2010

Decrease in property, plant and equipment f (750) (750)
Decrease in deferred tax liability (188) (188)

 
  
 There was no material effect on the income statement for the year ended December 31, 2010 as a result of the 

above adjustment to deferred tax balance. 
 
 Tax loss carry forward  
 In accordance with IFRS, tax carry forward losses are recognized as deferred tax assets to the extent that it is 

probable that future taxable profits will be available against which the asset can be utilised. Under Canadian 
GAAP the Company recognized a deferred tax asset for the carry forward of unused tax losses based on a more 
likely than not test. This difference in methodology did not result in any transitional impact at January 1, 2010.   

 
 (l) The effect of the above adjustments on retained earnings is as follows: 
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In thousands of C$ Note January 1, 2010 December 31, 2010

Decrease in property, plant and equipment f (750) (750)
Decrease in interest-bearing loans and borrowings b 300 275 
Decrease in deferred tax liability k 188 188 
Total adjustment to equity (262) (287)

Attributable to:
Equity holders of the parent (262) (287)
Minority interest** 0 0 

(262) (287)

** The above adjustments relate to the Company's wholly-owned subsidiary BCD Inc.  
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Notes to the consolidated financial statements  
 
32. First time adoption of IFRS (continued) 
  
 Notes to the reconciliation of assets, liabilities and equity (continued) 
 
 (m) Reconciliation of profit for 2010: 

 
Effect of 

Canadian Transition

In thousands of C$ Note  GAAP  to IFRS IFRS

Continuing operations

Revenue i 17,683 (200) 17,883 
Cost of sales (8,900) 200 (9,100)
Gross profit 8,783 0 8,783 
Other operating income 89 89 
Distribution expenses (2,556) (2,556)
Administrative expenses (2,253) (2,253)
Other operating expenses a 70 100 (30)
Operating profit before financing costs 4,133 100 4,033 

Financial income 1,226 1,226 
Financial expenses b (431) (25) (406)
Net financing costs 795 (25) 820 

Share of profit of associates and joint venture a 121 (100) 221 
Profit before tax 5,074 
Income tax expense (1,028) (1,028)
Profit from continuing operations 4,021 (25) 4,046 

Discontinued operation
Profit after tax of discontinued operation 777 777 
Profit for the year 4,798 (25) 4,823 

Attributable to:
Common shareholders 3,767 
Minority interest 1,056 

4,823 

Earnings per share:

From continuing operations:
Basic earnings per share (C$) 3.32 
Diluted earnings per share (C$) 2.63 

From discontinued operations:
Basic earnings per share  (C$) 0.68 
Diluted earnings per share  (C$) 0.68  

 
 (n) Cash flows 
 
 The Company’s Statement of Cash Flows has been conformed to the presentation requirements in IAS 7. 

 

Additional comments:  (i) Section 1540 is converged with IAS 7, except that IAS allows some equity investments (i.e., 
preferred shares acquired within a short period of their maturity and with a specified redemption date) to be classified as 
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cash equivalents. (ii) Section 1540 requires that cash flows from interest and dividends received and paid and included in the 
determination of net income be classified as cash flows from operating activities. Interest and dividends not included in the 
determination of net income are classified according to their nature. Dividends and interest paid and charged to retained 
earnings are presented separately as cash flows used in financing activities. Cash flows from dividends paid by subsidiaries 
to non-controlling interests are presented separately as cash flows used in financing activities. 
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IFRSS EXPECTED TO APPLY FOR CANADIAN 
CHANGEOVER IN 2011 



Accounting Standards Board  
277 Wellington Street West, Toronto, Ontario, Canada M5V 3H2 
Tel: (416) 977-3222     Fax: (416) 204-3412 Page 1 of 11 

WHICH IFRSs ARE EXPECTED TO APPLY FOR CANADIAN 
CHANGEOVER IN 2011? 

Introduction 

In 2011, International Financial Reporting Standards (IFRSs) will be required for most Canadian 
publicly accountable enterprises. Advance planning is essential to prepare for the adoption. But, 
accounting standards are not static, and IFRSs are no exception.  

While in the vast majority of cases, IFRSs will not change between now and 2011, those IFRSs 
that are likely to change will be available in sufficient time to plan for the changeover. In these 
cases, entities should be able to make solid plans for accounting policy selection and information 
gathering.  

This paper presents an AcSB staff analysis of the following: 

• Which IFRSs are expected to be applicable for the first year of adoption?  

• Which IFRSs can safely be studied and for which ones can plans for adoption be made now?  

• For IFRSs that will be changing, when will the new versions be available?  

• Will IFRSs change again shortly after an entity has adopted?  

• What will be the effect of such changes? 

Standard-setting timetables frequently change — usually as a result of delays, rather than 
acceleration. The estimates in this paper are based on the best information available to 
Accounting Standards Board (AcSB) staff at the time of writing (September 2008). AcSB staff 
plans to update this paper as new information becomes available. Tables appearing under the 
subheading “Concluding Comments” and in the Appendix at the end of this paper summarize 
which IFRSs AcSB staff expect to change and when. 

Any evaluation of the effects of a particular standard is expressed in generalities only. Entities 
need to consider the effects of each IFRS in relation to their particular circumstances. A standard 
that is not significant for some entities might be significant for others, depending on the 
transactions, events and other circumstances that are prevalent for that entity. 

Background 

Most Canadian publicly accountable enterprises are required to adopt IFRSs for interim and 
annual financial statements relating to fiscal years beginning on or after January 1, 2011. The 
initial IFRS financial statements and comparative figures must be prepared using the IFRSs 
effective at the end of the year of initial adoption (except as otherwise specified in IFRS 1, First-
time Adoption of International Financial Reporting Standards).  



Which IFRSs are Expected to Apply for Canadian Changeover in 2011? September 2008 

For an entity with a calendar year end, the first annual IFRS financial statements will be those for 
the year ending December 31, 2011 (see figure 1).1 Therefore, such entities need to evaluate 
which IFRSs will be effective at December 31, 2011. These will be the IFRSs that the entity will 
need to comply with for its annual financial statements for the year ending December 31, 2011, 
its interim financial statements for periods during that year (assuming it does not make a change 
in accounting policy during the year), and for comparative information in both the annual and 
interim financial statements.  

First Annual 
Reporting Date 

using IFRSs 

Opening 
Statement of 

Financial Position 

First Interim 
Report using 

IFRSs 

Figure 1 

Dec. 31, 2011 Jan. 1, 2011 Jan. 1, 2010 

 

Which IFRSs Will Change and When Will Those Changes Be Effective? 

Of the 37 IFRSs in effect at January 1, 2008, 19 are expected to remain essentially unchanged 
through the Canadian adoption date and beyond. Only eight IFRSs are expected to result in 
mandatory change for 2011. Furthermore, of those likely to result in mandatory change for 2011, 
in four cases, changes are expected to isolated parts of the standards only.  

The table in the Appendix lists all IFRSs issued at September 1, 2008. The table identifies 
whether any changes are expected as a result of the current IASB work plan and whether those 
changes are expected to be required before or after the Canadian changeover. The IASB usually 
allows 6-18 months after publication of amendments and new standards before the mandatory 
effective date. In appropriate circumstances, early adoption is allowed. The likely effective dates 
of most standards discussed in this paper are based on best estimates by AcSB staff. 

The following summarizes which new or amended IFRSs are expected to be issued by calendar 
year.2 It also discusses the likely implications for Canadian entities. For the latest information on 
each of the projects, see the IASB web site at www.iasb.org. 

                                                 
1  For an entity with other than a calendar year end, the dates will be delayed by the appropriate number of months. 
2  The project on Conceptual Framework has been set aside, since it will not have a direct, immediate effect on 

accounting policies other than via IAS 8. The projects on Annual Improvements have been omitted as they are 
expected to be an annual occurrence and comprise relatively minor amendments to IFRSs. The project on IFRS 
for Private Entities has been omitted, as that does not relate to publicly accountable enterprises. IFRIC and SIC 
Interpretations are also excluded. 
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2008 

New or amended IFRSs expected to be issued:  
— Financial Instruments: Recognition and Measurement — Eligible Hedged Items 

[amendment of IAS 39].  
— Related Party Disclosures [amendment of IAS 24]. 

Neither of these two amendments should cause significant difficulty for Canadian entities. In 
each case, they represent relatively minor amendments to existing IFRSs. The amendments are 
likely to be mandatorily effective for 2010 calendar years, and will be available in plenty of time 
to plan for their application in 2011 and in comparative information.  

2009 

New or amended IFRSs expected to be issued:  
— Consolidation [replacement for IAS 27 and SIC 12]. 
— Discontinued Operations [amendment of IFRS 5]. 
— Earnings per Share [replacement of IAS 33]. 
— First-time Adoption of IFRSs [amendment of IFRS 1]. 
— Group Cash-settled Share-based Payment Transactions [amendment of IFRS 2]. 
— Joint Arrangements [amendment of IAS 31]. 
— Management Commentary. 

IFRSs scheduled for issue in 2009 are likely to apply to 2011 calendar years. The outcome of 
these projects is likely to be available in 2009. Therefore, this should give sufficient time for 
Canadian entities to plan for adoption. The AcSB plans to adopt Discontinued Operations, 
Earnings per Share, and Joint Arrangements directly into Canadian GAAP. The mandatory 
effective date for Joint Arrangements will coincide with the mandatory adoption of IFRSs. The 
AcSB has not yet decided on the effective date for the other two changes. 

The Most Significant Changes 

The project on Consolidation represents part of the IASB response to the current credit 
environment. The IASB plans to issue a completely new standard in the third quarter of 2009, 
replacing its present requirements for IAS 27 and SIC 12, Special Purpose Entities. This might 
be accompanied by requirements to disclose additional information about fair value 
measurements. There will be some uncertainty about exactly what the standards will require 
leading up to the Canadian changeover, but entities that pay attention to IASB developments 
should have sufficient time to plan for the changes. The IASB plans to issue an exposure draft in 
the fourth quarter of 2008 with a final standard in late 2009, or possibly 2010. It seems likely that 
the new standards on Consolidation will be required to be adopted by Canadian entities in 2011. 

The Canadian-led project on First-time Adoption of IFRSs is to provide relief for first-time 
adopters — in particular, those with oil and gas and rate-regulated activities. The outcome of this 
project is expected to provide significant transitional relief for entities with these activities and 
should be available in sufficient time to assist in first-time adoption in 2011.  
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The project on Joint Arrangements is expected to eliminate the choice between proportionate 
consolidation and equity method accounting, resulting in a change from proportionate 
consolidation to the equity method of accounting for many Canadian joint arrangements. The 
IASB expects to issue an IFRS during the second quarter of 2009. This would probably be 
effective for 2011. With prior exposure in Canada, there should be sufficient awareness of these 
changes for Canadian enterprises to plan for adoption in 2011. 

Changes Likely to Be of Lesser Significance 

The IASB plans to change the definition of a Discontinued Operation such that it will apply in 
fewer circumstances. This should be easier for Canadian entities and will affect only those 
entities with such operations. Furthermore, this change does not require entities to make changes 
to information systems. 

The changes to the calculation of Earnings per Share will affect primarily those entities with 
more complex share structures and financial instruments based on those shares. For the most 
part, the changes will simplify the earnings per share calculation and should not require entities 
to make changes to information systems. 

The project on Group Cash-settled Share-based Payment Transactions is expected to result in 
only minor amendments to IFRS 2.  

The outcome of the project on Management Commentary is unlikely to have a significant direct 
effect on Canadian entities. The material on Management Commentary will be non-authoritative 
guidance only and will not be required to be complied with to claim compliance with IFRSs.  

2010 

New or amended IFRSs expected to be issued:  
— Emissions Trading Schemes. 
— Fair Value Measurement Guidance. 
— Income Taxes [replacement of IAS 12]. 
— Non-financial Liabilities [replacement of IAS 37]. 

A new or amended IFRS issued in 2010 is likely to have a mandatory effective date for 2012 
calendar years. If early adoption is permitted, then Canadian entities would have the option of 
applying these new standards on changeover in 2011 (and for 2010 comparatives), but could 
delay until 2012. However, if an entity chooses to delay to 2012, then it would be required to 
follow the transitional requirements of the new standards, possibly resulting in retrospective 
application or a second accounting change in a short time period. As with IFRSs issued in 2009, 
entities affected by these projects should pay close attention to exposure drafts and other 
information issued by the IASB in the lead up to 2011. 

The Most Significant Changes 

In light of the current credit environment, the IASB might accelerate aspects of its project on 
Fair Value Measurement Guidance that addresses how to determine fair value, not when fair 
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value measurement is required.3 It seems likely that these requirements will be based on FASB 
Statement of Financial Accounting Standards No. 157, which is already familiar to many 
Canadian entities. The requirements are expected to be available for Canadian entities to adopt in 
2011 and an entity could avoid a second change in accounting policies by adopting in their first 
IFRS financial statements.  

The projects on Income Taxes and Non-financial Liabilities are likely to result in substantive 
accounting changes. AcSB staff has discussed transitional requirements for Income Taxes with 
IASB staff, and it is expected that these requirements will allow a Canadian entity to adopt the 
new requirements in 2011 and to apply them to comparative information. The IASB has not yet 
considered transitional requirements for Non-financial Liabilities, but is sensitive to the needs of 
2011 IFRS adopters. In each of these two cases, the final IFRS is expected in early 2010, giving 
Canadian entities time to evaluate whether to adopt for 2011 or, assuming a 2012 mandatory 
adoption date, wait until 2012 with the risk of two accounting changes in a short time period. 

Changes Likely to Be of Lesser Significance 

In the case of the project on Emissions Trading Schemes, there are currently no specific 
requirements in IFRSs or Canadian standards. Any change to present accounting will depend on 
the particular accounting policies adopted by a Canadian entity.  

2011  

New or amended IFRSs expected to be issued:  
— Financial Statement Presentation [amendment of IAS 1]. 
— Insurance Contracts [replacement of IFRS 4]. 
— Leases [replacement of IAS 17].4 
— Liabilities and Equity [replacement of IAS 32]. 
— Post-employment Benefits (including Pensions) [replacement of IAS 19]. 
— Revenue Recognition [replacement of IAS 11 and IAS 18]. 

Projects completed in 2011 are likely to have a mandatory effective date for 2013 calendar 
years. An entity might evaluate IFRSs issued during 2011 and decide during the year to 
voluntarily adopt an IFRS that is not yet mandatory, but for which early adoption is permitted. 
In those circumstances, the entity would need to consider the need to restate previously issued 
interim financial statements and provide additional disclosures about the change in accounting 
policy, which would need to be applied retrospectively for the transition year financial 
statements, unless IFRS 1 permits otherwise. 

The Most Significant Changes 

The greatest change in accounting for Insurance Contracts, on adoption of IFRSs prior to 
completion of the current IASB project, is to account for some contracts as financial instruments 
rather than insurance contracts. The bigger change will result from completion of the current 
                                                 
3  The AcSB is monitoring developments in this area and might consider adopting additional guidance into 

Canadian GAAP before the IFRS changeover. 
4  The IASB and FASB have decided to address only lessee accounting at this time. Consideration of lessor 

accounting is to be deferred until after 2011. 
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IASB project, but that will require change to different financial statement items.  Accordingly, an 
entity with significant numbers of insurance contracts should be able to plan for IFRS adoption 
in 2011 based on the existing IFRSs, and can then adopt the requirements resulting from the 
current IASB project at a later date.   

The IASB project on Leases proposes substantial change to lessee accounting, expected to be 
effective in 2013. A Canadian lessee can address these changes subsequent to 2011. The extent 
of change in 2011 is expected to be less significant.  

The IASB currently plans to issue new requirements for Liabilities and Equity classification of 
financial instruments in 2011, but with mandatory effect in 2013. This could result in Canadian 
entities making a change to existing IAS 32 in 2011 and a subsequent change to the new 
standards in 2013. While a large part of the changeover in 2011 might not be substantive, since 
there are many similarities between IAS 32 and corresponding Canadian standards, there are also 
some differences that could result in change for Canadian entities in 2011, followed by 
additional changes thereafter. The opportunity might be available for an entity to elect to early 
adopt these changes.  

The IASB expects to issue new requirements for accounting for Post-employment Benefits 
(including Pensions) in 2011 — too late for Canadian early adoption, but likely to be mandatory 
for 2013. On first adopting IFRSs, Canadian entities will be able to elect to recognize all 
previously unrecognized actuarial gains and losses in retained earnings at the date of transition to 
IFRSs, without affecting the accounting policy choices available after changeover. This will be a 
significant step towards the likely eventual outcome of the new IASB requirements. Other 
changes to IAS 19 in 2011 are less likely to be significant.  On subsequently adopting the new 
requirements, changes are likely to be in different areas than those changed on adopting IAS 19. 

The IASB expects to issue new requirements for Revenue Recognition in 2011, mandatory in 
2013. While this will be too late for Canadian early adoption, the initial adoption of IAS 18 is 
unlikely to require substantive changes. Canadian entities might be required to make additional 
accounting changes on adoption of the new requirements. 

Changes Likely to Be of Lesser Significance 

The project on Financial Statement Presentation is largely about display in the primary financial 
statements. Accordingly, while this will significantly affect the look of the financial statements, 
it should not require any significant new data gathering. Canadian entities will not be required to 
make major changes in financial statement presentation on first adopting IFRSs. However, if 
early adoption is permitted, a Canadian entity might choose to reformat its financial statements 
in order to comply on IFRS adoption.  

Wild Cards 

The IASB has several other projects on its agenda for which the timetable has yet to be 
determined:  

— Common Control Transactions. 
— Derecognition of Financial Assets [amendment of IAS 39]. 
— Extractive Activities [replacement of IFRS 6]. 
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— Financial Instruments: Recognition and Measurement [amendment of IAS 39]. 
— Government Grants [amendment of IAS 20]. 
— Intangible Assets [amendment of IAS 38]. 

 
With the possible exception of the Derecognition of Financial Assets project, it seems likely that 
most of these projects will not result in new IFRSs by 2011.  

The Most Significant Changes 

The project on Derecognition of Financial Assets is of significant AcSB focus in light of the 
current credit environment, as well as the interactions with the Consolidation project. The latest 
IASB work plan suggests that a new IFRS might be available in 2010. While the precise timing 
of this project remains to be determined, it seems likely to result in a standard around the time of 
the Canadian changeover. Canadian standards for derecognition are significantly different from 
existing IFRS requirements and are also likely to differ significantly from those resulting from 
this project, resulting in change to recognition and measurement requirements. The AcSB is 
monitoring this project carefully, with a view to making sure that the IASB is aware of the 
difficulties that would be caused if entities adopting IFRSs in 2011 were required to change to 
the existing requirements of IAS 39 and then almost immediately thereafter adopt new IFRS 
requirements. It is presently too early to predict the implications of this project with any 
certainty. 

Changes Likely to Be of Lesser Significance 

The remaining projects in this category presently seem unlikely to result in new IFRSs until well 
after 2011. 

Concluding Comments 

In the vast majority of cases, IFRSs will not change between now and 2011, or the changes will 
be available in sufficient time to plan for the changeover. In these cases, entities should be able 
to make solid plans for accounting policy selection and information gathering. 

In a few cases, IFRSs will be changing close to the changeover date. The IASB is sensitive to the 
needs of entities adopting IFRSs and is likely to avoid imposing new requirements in 2010 that 
would be required to be applied in 2011. However, some choices are likely to be available as to 
whether to adopt some new standards early, so as to avoid a second change in accounting 
policies. Entities should monitor these projects carefully, and their adoption plans might need to 
be more flexible in these cases. 

One IASB project is presently difficult to evaluate as to its timing and effects. This is the project 
on Derecognition of Financial Assets. The AcSB is closely following this project and will 
discuss with the IASB, as necessary, any need to avoid undue difficulty for Canadian adoption of 
IFRSs in 2011. 

The following table summarizes changes to IFRSs that are expected to be available before the 
end of 2009, for which information should be readily available to plan for the changeover. The 
table also summarizes IFRSs that are expected to be available in 2010 and 2011, for which an 
entity will probably need to make decisions as to whether to adopt on IFRS changeover or 
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subsequently. In each case, the expected issue date of the IFRS is included, as per the latest 
IASB work plan. 

Changes likely to be available 
before the end of 2009 

Changes likely to be available in 
2010-2011 

Changes that might be available in 
2010-2011 

Financial instruments: Recognition 
and Measurement — Eligible 
Hedged Items (Q3 2008) 

Emissions Trading Schemes (2010) Derecognition of Financial Assets 
(TBD) 

Related Party Disclosures  
(Q4 2008) 

Fair Value Measurement Guidance 
(2010) 

 

Discontinued Operations (H1 2009) Income Taxes (2010)  

Group Cash-settled Share-based 
Payment Transactions (H1 2009) 

Non-financial Liabilities (2010)  

Joint Arrangements (H1 2009) Financial Statement Presentation 
(2011) 

 

Consolidation (H2 2009) Insurance Contracts (2011)  

Earnings per Share (H2 2009) Leases (2011)  

First-time Adoption of IFRSs  
(H2 2009) 

Liabilities and Equity (2011)  

Management Commentary  
(H2 2009) 

Post-employment Benefits (2011)  

 Revenue Recognition (2011)  

Key: Q = quarter, H = half, TBD – to be determined 

Accounting is not static. It has changed in the past and will continue to adapt to changes in 
economic and social conditions in the future. Therefore, some further change is inevitable in the 
post-implementation period. However, no projects other than those identified in this paper are 
presently on the IASB agenda. Given the usual time to complete a major standards project, any 
further significant changes can be expected to be several years after Canada’s adoption of IFRSs. 

In July 2008, the AcSB confirmed that none of the amendments to the IASB work plan would 
affect the Canadian changeover date or the AcSB’s decision to adopt IFRSs in full and without 
modification. 
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APPENDIX: STATUS OF IFRSs 

The following table summarizes those IFRSs to which changes are expected between January 1, 
2008 and December 31, 2011. The table refers to “amendments” when only isolated parts of an 
IFRS are changed or are expected to change. Those standards for which no change is expected 
are shown in bold. The table does not include consequential amendments as a result of the issue 
of new IFRSs, amendments as a result of the Annual Improvements project or editorial 
corrections. However, such amendments are not expected to significantly alter the IFRSs in 
existence at January 1, 2008. 

Those IFRSs with no changes identified are expected to remain largely stable from now until the 
Canadian changeover to IFRSs.  
 
 International Financial Reporting 

Standards 
Changes expected to be 

required for 2011 
Changes expected to be 

required after 20115  
IFRS 1 First-time Adoption of International 

Financial Reporting Standards  
Amendments expected 2009  

IFRS 2 Share-based Payment  Group Cash-settled Share-
based Payment Transactions 
amendments expected 2009 

 

IFRS 3 Business Combinations    
IFRS 4 Insurance Contracts   New IFRS expected 2011 
IFRS 5 Non-current Assets Held for Sale 

and Discontinued Operations  
Amendments to 
Discontinued Operations 
expected 2009 

 

IFRS 6 Exploration for and Evaluation of 
Mineral Resources  

  

IFRS 7 Financial Instruments: 
Disclosures 

  

IFRS 8 Operating Segments   

IAS 1 Presentation of Financial Statements  New IFRS expected 2011 
IAS 2 Inventories    
IAS 7 Statement of Cash Flows   New IFRS expected 2011 
IAS 8 Accounting Policies, Changes in 

Accounting Estimates and Errors  
  

IAS 10 Events After the Balance Sheet Date    
IAS 11 Construction Contracts   New IFRS expected 2011 
IAS 12 Income Taxes   New IFRS expected 2010 
IAS 16 Property, Plant and Equipment   
IAS 17 Leases   New IFRS expected 2011 
IAS 18 Revenue   New IFRS expected 2011 
IAS 19 Employee Benefits   New IFRS expected 2011 
IAS 20 Accounting for Government Grants and 

Disclosure of Government Assistance 
  

IAS 21 The Effects of Changes in Foreign 
Exchange Rates  

  

IAS 23 Borrowing Costs    
IAS 24 Related Party Disclosures  Amendments expected  

Q4 2008 
 

IAS 26 Accounting and Reporting by 
Retirement Benefit Plans  

  

                                                 
5  In some cases, an entity might choose to adopt earlier. 
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IAS 27 Consolidated and Separate Financial 
Statements  

New Consolidation IFRS 
expected 2009 

 

IAS 28 Investments in Associates    
IAS 29 Financial Reporting in 

Hyperinflationary Economies  
  

IAS 31 Interests in Joint Ventures New Joint Arrangements 
IFRS expected 2009 

 

IAS 32 Financial Instruments: Presentation   New IFRS on Liabilities and 
Equity expected 2011 

IAS 33 Earnings per Share  New IFRS expected 2009  
IAS 34 Interim Financial Reporting   
IAS 36 Impairment of Assets    
IAS 37 Provisions, Contingent Liabilities 

and Contingent Assets  
 New IFRS expected 2010 

IAS 38 Intangible Assets    
IAS 39 Financial Instruments: Recognition 

and Measurement  
Eligible Hedged Items 
amendments issued 2008 

Derecognition of Financial 
Assets might change 2011 

IAS 40 Investment Property    
IAS 41 Agriculture   
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Appendix B 

 Accounting policy note - Business combinations 
 
Acquisitions of subsidiaries and businesses are accounted for using the purchase method. The cost of the business 
combination is measured as the aggregate of the fair values (at the date of exchange) of assets given, liabilities incurred or 
assumed, and equity instruments issued by the Company in exchange for control of the acquiree, plus any costs directly 
attributable to the business combination. The acquiree’s identifiable assets, liabilities and contingent liabilities that meet 
the conditions for recognition under IFRS (3R) Business Combinations at their fair values at the acquisition date, except 
for non-current assets (or disposal groups) that are classified as held for sale in accordance with IFRS 5 ‘Non-current 
Assets Held for Sale and Discontinued Operations’, which are recognized and measured at fair value less costs to sell. 
 
Goodwill arising on acquisition is recognized as an asset and initially measured at cost, being the excess of the cost of 
the business combination over the Company’s interest in the net fair value of the identifiable assets, liabilities and 
contingent liabilities recognized. If, after reassessment, the Company’s interest in the net fair value of the acquiree’s 
identifiable assets, liabilities and contingent liabilities exceeds the cost of the business combination, the excess is 
recognized immediately in profit or loss. Goodwill is allocated to cash-generating units and is not amortized but is tested 
annually for impairment (see accounting policy (l)). 
 
The interest of minority shareholders in the acquiree is initially measured at the minority’s proportion of the net fair value 
of the assets, liabilities and contingent liabilities recognized. 

 
Acquisitions of subsidiaries during the year (Basic example) 

 
 On July 1, 2011, the Company acquired 90 percent of the shares of FIG Inc for, $[                     ] for cash. FIG Inc is 

engaged in the business of servicing electronic appliances.. In the 6 months to December 31, 2011 the subsidiary 
contributed net profit of $250,000 to the consolidated net profit for the year. If the acquisition had occurred on 
January 1, 2011, consolidated revenue would have been $19.984 million and net profit would have been $4.766 
million. 

 
Details of acquisition 
The acquisitions had the following effect on the Company’s assets and liabilities. 
 
FIG Inc’s net assets on July 1, 2011 
 

  
In thousands of C$ Note 

Recognized 
values 

Fair value 
adjustments 

Carrying 
amounts 

      
 Property, plant and equipment  
 Licenses and patents  
 Inventories  
 Trade and other receivables  
 Cash and cash equivalents  
 Interest-bearing loans and borrowings  
 Trade and other payables  
 Net identifiable assets and liabilities  
  

Non-controlling interest 
Goodwill arising on acquisition 

  

  
Consideration paid in cash 
Fair value of contingent consideration 
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 Total consideration  
 Cash (acquired)  
 Net cash outflow  
     

 
 
The assembled workforce and the synergies that the Company will obtain contributed to the amount paid for 
goodwill. Those assets do not meet the recognition criteria prescribed by IFRS 3 – Business Combinations and 
therefore have not been recognized as separate intangible assets, but included as part of goodwill. The fair values 
shown above are preliminary as the period allowed by financial reporting standards has not yet expired. A detailed 
expert report on the fair value of provisions is expected to be available in time for the next set of interim financial 
statements. 
 
The contingent consideration agreement requires the Company to pay the vendors of FIG Inc 10% of the net profit 
for 2012, not to exceed  $[ ] on an undiscounted basis. 
 
The fair value of the non-controlling interest in FIG inc, an unlisted company, was estimated through a combination 
of  a market approach and an income approach. The fair value 
estimates are based on the following assumptions: 

a) Annual growth rate of 5 percent 
b) P/E multiples of comparable listed companies  
c) discount rate of 8 percent representing the Company’s incremental cost of capital; 

 
Acquisition-related costs amounting to $[  ] have been recognized as expense during the year.  
 

Additional explanatory comments: 
 

• The consideration given (including equity instruments) and the identifiable assets acquired and the liabilities 
assumed are recognized at their acquisition‐date fair values. 

• Adjustments to preliminary purchase allocation can be made only within the measurement period, which cannot 
exceed 12 months from the acquisition date. Adjustments are made retrospectively and comparatives are revised. 

• Can choose to measure minority interest at either: 
o Proportionate share in FV of identifiable net assets (as opposed to share in book value of acquiree under 

Canadian GAAP); or 
o Full FV, including their share of goodwill 

• Negative goodwill recognized immediately in P&L 
• A company that obtains control but acquires less than 100% of an acquiree records 100% of the fair value of the 

acquiree’s assets, liabilities, and non-controlling interests, excluding the exceptions to fair-value measurement 
previously described, at the acquisition date – ie including MI’s share of FV increments.  Under current 
requirements, an acquiring company that obtains less than 100% of an acquiree adjusts the assets and liabilities only 
for its proportionate ownership interest and recognizes (ie MI is recorded as its share of underlying book values of 
subsidiary) only its portion of the goodwill of the acquiree.   In addition, there is an option for a company to elect as 
an accounting policy choice to record the goodwill attributable to the non-controlling interest or not record the 
goodwill attributable to the non-controlling interest.  
 

 




