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Independent Auditor’s Report 

To the Shareholders of 

Brewers Retail Inc.

We have audited the accompanying financial statements of Brewers Retail Inc., which comprise the 
balance sheet as at December 31, 2016 and the statements of operations and comprehensive (loss) income, 
changes in shareholders’ equity (deficiency) and cash flows for the year then ended, and the related notes, 
which comprise a summary of significant accounting policies and other explanatory information. 

Management’s responsibility for the financial statements 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with International Financial Reporting Standards, and for such internal control as 
management determines is necessary to enable the preparation of financial statements that are free from 
material misstatement, whether due to fraud or error. 

Auditor’s responsibility 
Our responsibility is to express an opinion on these financial statements based on our audit. We conducted 
our audit in accordance with Canadian generally accepted auditing standards. Those standards require 
that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies 
used and the reasonableness of accounting estimates made by management, as well as evaluating the 
overall presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion. 



Opinion 
In our opinion, the financial statements present fairly, in all material respects, the financial position of 
Brewers Retail Inc. as at December 31, 2016 and its financial performance and its cash flows for the year 
then ended in accordance with International Financial Reporting Standards. 

Chartered Professional Accountants, Licensed Public Accountants 



Brewers Retail Inc. 
Balance Sheet 
As at December 31, 2016 

(in thousands of Canadian dollars) 

Approved by the Board of Directors 

__________________________________ Director _________________________________ Director 

The accompanying notes are an integral part of these financial statements. 

2016
$

2015
$

Assets

Current assets
Cash and cash equivalents 43,451 35,771
Trade receivables (notes 7 and 19) 51,283 46,738
Empties deposits 3,403 2,626
Inventories (note 8) 156,457 157,648
Other current assets 3,141 2,786

257,735 245,569 

Property, plant and equipment (note 9) 130,941 132,079 

Intangible assets (note 10) 23,800 12,355 

Future income tax assets (note 14) 58,840 50,283 

Total assets 471,316 440,286 

Liabilities

Current liabilities
Bank indebtedness (note 11) 42,000 51,000
Trade and other payables and provisions (notes 12 and 19) 292,738 262,236

334,738 313,236

Pension benefit (note 13) 86,713 71,100

Post-retirement employee benefits (note 13) 54,931 50,961

Total liabilities 476,382 435,297

Shareholders’ Equity (Deficiency)

Share capital (note 16) 200,345 200,342 

Deficit (57,133) (64,315)

Accumulated other comprehensive income (148,278) (131,038)

Total shareholder’s equity (deficiency) (5,066) 4,989

Total liabilities and equity 471,316 440,286



Brewers Retail Inc. 
Statement of Operations and Comprehensive (Loss) Income 
For the year ended December 31, 2016 

(in thousands of Canadian dollars) 

The accompanying notes are an integral part of these financial statements. 

2016
$

2015
$

Revenue
Service charges (note 19) 304,834 321,842
Other 95,913 89,443

400,747 411,285

Expenses
Operating (note 19) 56,436 66,607
Salary and wages 194,084 188,430
Benefits 57,280 56,796
Occupancy 68,638 64,381
Administration 9,534 10,317
Finance costs 9,831 8,051
Depreciation and amortization (notes 9 and 10) 20,294 19,082

416,097 413,664

Operating loss (15,350) (2,379)

Gain on sale of real property (note 9) 24,117 19,336

Income before income taxes 8,767  16,957 

Income tax expense (note 15) 1,585 2,280

Net income for the year 7,182  14,677 

Other comprehensive (loss) income (net of tax)
Actuarial (losses) gains recognized through OCI - pension (notes 13 

and 14) (16,370) 22,736
Actuarial (losses) gains recognized through OCI - pension (notes 13 

and 14) recognized through OCI - PRB (notes 13 and 14) (814) 4,935
Actuarial (losses) gains recognized through OCI - pension (notes 13 

and 14) recognized through OCI - LTD (notes 13 and 14) (56) 27

Total comprehensive (loss) income (17,240) 27,698 

Net income and comprehensive (loss) income for the year (10,058) 42,375



Brewers Retail Inc. 
Statement of Changes in Shareholders’ Equity (Deficiency) 
For the year ended December 31, 2016 

(in thousands of Canadian dollars) 

The accompanying notes are an integral part of these financial statements. 

Share 
capital 

$
Deficit 

$

Accumulated
other 

comprehensive 
income (loss)

Total
equity 

(deficiency) 
$

Balance - January 1, 2016 200,342 (64,315) (131,038) 4,989

Net income for the year - 7,182 - 7,182
Conversion of A,B,C,D and common 

shares into Second Equity Shares 
(note 16) (200,342) - 

-

(200,342)
Second Equity Shares (note 16) 200,342 - - 200,342
Issuance of First Equity Shares (note 16) 3 - - 3
Other comprehensive loss - actuarial 

losses -  -  (17,240) (17,240)

Balance - December 31, 2016 200,345 (57,133) (148,278) (5,066)

Balance - January 1, 2015 200,342  (78,992) (158,736) (37,386)

Net income for the year - 14,677 - 14,677
Other comprehensive loss - actuarial gains -  -  27,698 27,698 

Balance - December 31, 2015 200,342 (64,315) (131,038) 4,989



Brewers Retail Inc. 
Statement of Cash Flows 
For the year ended December 31, 2016 

(in thousands of Canadian dollars) 

The accompanying notes are an integral part of these financial statements. 

2016
$

2015
$

Cash provided by (used in)

Operating activities
Net income for the year 7,182 14,677
Add (deduct): Non-cash items

Depreciation and amortization 20,294 19,082
Deferred income taxes 1,373 1,850
Gain on disposal of property, plant and equipment (23,690) (18,459)
Other employee benefits expenses 6,983 6,395
Defined benefit plan expenses 13,832 16,863

Other employee benefits contributions (4,197) (4,050)
Defined benefit plan contributions (note 13) (24,206) (24,227)
Change in non-cash operating working capital items (note 17) 26,016 (64,023)

23,587 (51,892)

Investing activities
Purchase of property, plant and equipment and intangible assets (33,655) (28,257)
Proceeds from sale of property, plant and equipment (note 9) 26,745 24,301

(6,910) (3,956)

Financing activities
Bank indebtedness (9,000) 51,000
Redemption of shares 3  - 

(8,997) 51,000

Increase (decrease) in cash and cash equivalents during 
the year 7,680 (4,848)

Cash and cash equivalents - Beginning of year 35,771  40,619 

Cash and cash equivalents - End of year 43,451 35,771



Brewers Retail Inc. 
Notes to Financial Statements 
December 31, 2016 

(in thousands of Canadian dollars) 

(1)

1 Description of business 

As at December 31, 2016, Brewers Retail Inc. (the “Company”) was owned by thirty brewers and, pursuant to a 

services agreement, acts as a low cost, efficient distributor and retailer for the products of any brewer wishing to 

sell in the Province of Ontario. The Company is a corporation formed under the laws of the Province of Ontario, 

Canada by articles of amalgamation dated May 1, 1988. The Company’s head office is located at 5900 Explorer 

Drive, Mississauga, Ontario, Canada. 

The Company and its shareholders are subject to a Master Framework Agreement (the “MFA”) with the 

Government of Ontario. Under the terms of the MFA, the Company operates on a self-sustaining, break-even 

cash flow basis. Any excess or shortfall of the Company’s revenue versus costs is refunded or charged on a pro 

rata basis to all brewers that sell product through the Company. The MFA has an initial term of ten years and is 

subject to renewal for successive five-year terms unless terminated in accordance with the terms of the MFA. 

Changes to ownership and the share capital structure were implemented in 2016 (note 16). 

The Board of Directors of the Company has also changed pursuant to the terms of the MFA to provide 

representation for other brewers in addition to Molson Canada 2005, Labatt Brewing Company Limited, and 

Sleeman Breweries Ltd. (the “Original Owners”) and to create a role for independent directors who do not have 

an affiliation with industry participants or with the Government of Ontario. The size of the Board has been 

increased to fifteen members, eleven of whom are representatives of holders of First Equity Shares and four of 

whom are independent directors. 

2 Basis of preparation  

These annual financial statements have been prepared in accordance with International Financial Reporting 

Standards (“IFRS”), as set out in Part I of the Chartered Professional Accountants of Canada Handbook. They 

were approved by the Board of Directors on March 7, 2017. 

3 Summary of significant accounting policies 

The principal accounting policies applied in the preparation of these financial statements are set out below. 

These policies have been consistently applied to all years presented, unless otherwise stated. 

Basis of measurement 

The financial statements have been prepared under the historical cost convention, unless otherwise indicated. 

Foreign currency translation 

• Functional and presentation currency 

Items included in the financial statements are measured using the currency of the primary economic 

environment in which the Company operates (the functional currency). These financial statements are 

presented in Canadian dollars, which is the Company’s functional and presentation currency. 



Brewers Retail Inc. 
Notes to Financial Statements 
December 31, 2016 

(in thousands of Canadian dollars) 

(2)

• Transactions and balances 

Foreign currency transactions are translated into the functional currency using the exchange rates 

prevailing at the dates of the transactions or valuation when the items are remeasured. Foreign exchange 

gains and losses resulting from the settlement of such transactions and from the translation at year-end 

exchange rates of monetary assets and monetary liabilities denominated in foreign currencies are 

recognized in financial income or financial expense in the statement of operations and comprehensive 

(loss) income. 

Financial instruments 

A financial asset or financial liability is recognized when the Company becomes a party to the contractual 

provisions of the asset or liability. A financial asset or financial liability is recognized initially (at trade date) at 

its fair value plus transaction costs that are directly attributable to the acquisition or issue of the instrument, 

except for financial assets and financial liabilities classified as fair value through profit or loss, in which case 

they are initially recognized at fair value and the transaction costs are expensed in the statement of operations 

and comprehensive (loss) income. 

After initial recognition, financial assets are measured at their fair values except for items classified as loans 

and receivables, which are measured at amortized cost. After initial recognition, financial liabilities are 

measured at amortized cost, except for financial liabilities at fair value through profit or loss, which are 

measured at fair value. 

Financial assets are derecognized if the Company’s contractual rights to the cash flows from the financial assets 

expire or if the Company transfers the financial asset to another party without retaining control of substantially 

all risks and rewards of the asset. Financial liabilities are derecognized if the Company’s obligations specified in 

the contract expire or are discharged or cancelled. 

Financial assets are classified on initial recognition as fair value through profit or loss, or loans and receivables. 

Financial liabilities are classified as either fair value through profit or loss, or financial liabilities measured at 

amortized cost. The classification depends on the purpose for which the financial assets and liabilities were 

acquired. Management determines the classification of its financial assets and liabilities at initial recognition. 

• Financial assets and financial liabilities at fair value through profit or loss 

Financial assets and financial liabilities in this category are either designated as fair value through profit or 

loss or classified as held-for-trading. All derivative financial instruments are classified as held-for-trading. 

Other financial assets and financial liabilities may be designated at fair value through profit or loss when 

they are managed on a fair value basis. 



Brewers Retail Inc. 
Notes to Financial Statements 
December 31, 2016 

(in thousands of Canadian dollars) 

(3)

• Loans and receivables 

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not 

quoted in an active market. They are included in current assets, except for those with maturities greater 

than twelve months after the end of the reporting period, which are classified as non-current assets. Assets 

in this category include cash and cash equivalents, trade receivables, empties deposits and other assets. 

• Financial liabilities measured at amortized cost 

Financial liabilities measured at amortized cost are non-derivative financial liabilities with fixed or 

determinable payments that are not quoted in an active market. Trade and other payables and borrowings 

are classified as financial liabilities measured at amortized cost. 

Impairment of financial assets 

The Company assesses, at the end of each reporting period, whether there is objective evidence that a financial 

asset or group of financial assets is impaired. A financial asset or group of financial assets is impaired and 

impairment losses are incurred only if there is objective evidence of impairment as a result of one or more 

events that occurred after the initial recognition of the asset (a loss event) and that loss event has an impact on 

the estimated future cash flows of the financial asset or group of financial assets that can be reliably estimated. 

The amount of the loss is measured as the difference between the asset’s carrying amount and the present value 

of estimated future cash flows discounted at the financial asset’s original effective interest rate. The asset’s 

carrying amount is reduced and the amount of the loss is recognized in the statement of operations and 

comprehensive (loss) income. 

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 

objectively to an event occurring after the impairment was recognized, the reversal of the previously recognized 

impairment is recognized in the statement of operations and comprehensive (loss) income. 

Cash and cash equivalents 

Cash and cash equivalents comprise cash on hand, cash balances with major financial institutions and highly 

liquid deposits with original maturities of three months or less that are readily convertible into a known amount 

of cash and are subject to an insignificant risk of change in value. 

Trade receivables 

Trade receivables are amounts due from customers for goods sold in the ordinary course of business. If 

collection is expected in one year or less, they are classified as current assets. If not, they are presented as non-

current assets. 



Brewers Retail Inc. 
Notes to Financial Statements 
December 31, 2016 

(in thousands of Canadian dollars) 

(4)

Trade receivables are initially recognized at fair value and are subsequently measured at amortized cost using 

the effective interest method, less provision for impairment. The expense relating to doubtful accounts is 

included within operating expenses in the statement of operations and comprehensive (loss) income. Revenue 

is recorded net of returns, discounts and allowances. 

Inventories

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 applicable variable selling expenses. If the carrying value exceeds 

the net realizable amount, a writedown is recognized. The writedown may be reversed in a subsequent period if 

the circumstances that caused it no longer exist. 

Other assets 

Included in other assets are other receivables and prepaid expenses. 

Empties deposits 

Empties deposits represent the deposit value of empty containers collected and received. 

Property, plant and equipment 

• Owned assets 

Property, plant and equipment are stated at historical cost less depreciation. Historical cost includes 

expenditure that is directly attributable to the acquisition of items and directly attributable incidental 

expenses that are necessary to make the assets available for use. Subsequent costs are included in the 

asset’s carrying amount or recognized as a separate asset, as appropriate, only when it is probable that 

future economic benefits associated with the asset will flow to the Company and the cost can be measured 

reliably. The carrying amount of any replaced part is derecognized. All other costs including repairs and 

maintenance are charged to the statement of operations and comprehensive (loss) income during the year 

in which they are incurred. 

• Leased assets 

Assets under finance leases, to which substantially all of the risks and benefits inherent in ownership are 

transferred to the Company, are recognized as part of property, plant and equipment. These assets are 

initially measured at their fair value, or if lower, at the present value of the minimum lease payments. A 

corresponding liability is established and each lease payment is allocated between the liability and interest 

expense using the effective interest rate method. The assets recognized are depreciated on the same basis 

as equivalent property, plant and equipment. When there is no reasonable certainty the Company will 

exercise its buyout option, the asset is depreciated over the life of the lease, if it is shorter than the asset’s 

useful life. 



Brewers Retail Inc. 
Notes to Financial Statements 
December 31, 2016 

(in thousands of Canadian dollars) 

(5)

Leases that are not finance leases are classified as operating leases and the assets are not recognized on the 

Company’s balance sheet. Operating lease payments are recognized as an expense on a straight-line basis 

over the period of the lease. 

• Depreciation 

Land and construction-in-process are not depreciated. Depreciation on other assets is calculated on a 

straight-line basis to allocate the cost of the asset, less any residual value, over its estimated useful life. The 

range of the estimated useful lives for each class of property, plant and equipment is as follows: 

Buildings 10 - 45 years
Machinery, equipment and operating system 3 - 20 years
Leasehold improvements over term of lease
Single aperture kegs 20 years
Pallets 4 years

The Company allocates the amount initially recognized in respect of an item of property, plant and 

equipment to its significant parts and depreciates each part separately. Residual values, methods of 

depreciation and useful lives of the assets are reviewed annually and adjusted, if appropriate. 

Intangible assets 

• Computer software 

Acquired computer software licences are capitalized on the basis of the costs incurred to acquire and 

bring to use the specific software. These costs are amortized straight-line over an estimated useful life 

of three to seven years. 

Costs associated with maintaining computer software programs are recognized as an expense when 

incurred. Costs that are directly associated with the development of identifiable and unique software 

products controlled by the Company, and that will generate economic benefits exceeding costs beyond 

one year, are recognized as intangible assets. Such costs include the employee costs incurred as a 

result of developing the software products and an appropriate portion of relevant overheads. 

Computer software development costs recognized as assets are amortized straight-line over their 

estimated useful life. 

Impairment of non-financial assets 

Property, plant and equipment and intangible assets with definite useful lives are assessed annually for 

indications of impairment. 



Brewers Retail Inc. 
Notes to Financial Statements 
December 31, 2016 

(in thousands of Canadian dollars) 

(6)

Intangible assets that have indefinite useful lives and intangible assets not yet available for use are tested for 

impairment annually. If the estimated recoverable amount of an asset is less than its carrying amount, the asset 

is written down to its estimated recoverable amount and an impairment loss is recognized in the statement of 

operations and comprehensive (loss) income. The recoverable amount of an asset is the higher of its fair value, 

less cost to sell and value-in-use. For the purposes of assessing impairment, assets are grouped at the lowest 

levels for which there are separately identifiable cash inflows. 

Non-financial assets that suffered impairment are reviewed for possible reversal of the impairment at each 

reporting date. 

Bank indebtedness 

The Company employs a revolving credit facility to manage its cash flow requirements. 

Trade and other payables 

Trade and other payables are obligations to pay for goods or services that have been acquired in the ordinary 

course of business from suppliers. Trade and other payables are classified as current liabilities if payment is due 

within one year or less. If not, they are presented as non-current liabilities. 

Provisions 

Provisions are recognized only in those circumstances where the Company has a present legal or constructive 

obligation as a result of a past event, when it is probable that an outflow of resources will be required to settle 

the obligation, and a reliable estimate of the amount can be made. 

Provisions are measured at management’s best estimate of the expenditure required to settle the obligation at 

the end of the reporting period and are discounted. 

Income taxes 

Income tax expenses for the year comprise current and deferred income taxes. Income taxes are recognized in 

the statement of operations and comprehensive (loss) income, except to the extent that they relate to items 

recognized in other comprehensive (loss) income or directly in equity. Levies other than income taxes, such as 

taxes on real estate, are included in administrative expenses. 

• Current income taxes 

Current income tax expense is based on the results of the period and is adjusted for items that are not 

taxable or not deductible. Current income taxes are calculated using income tax rates and laws that were 

substantively enacted at the end of the reporting period. Management periodically evaluates positions 

taken in the preparation and filing of income tax returns with respect to situations in which applicable 

income tax regulations are subject to interpretation. Provisions are established, where appropriate, on the 

basis of amounts expected to be paid to the tax authorities. 



Brewers Retail Inc. 
Notes to Financial Statements 
December 31, 2016 

(in thousands of Canadian dollars) 

(7)

• Deferred income taxes 

Deferred income taxes are recognized, using the liability method, on temporary differences arising 

between the income tax bases of assets and liabilities and their carrying amounts in the financial 

statements. Deferred income taxes are determined using income tax rates and laws that have been enacted 

or substantively enacted by the balance sheet date and are expected to apply when the related deferred 

income tax asset is realized or the deferred income tax liability is settled. 

Deferred income tax assets are recognized only to the extent that it is probable that future taxable profit 

will be available, against which the temporary differences can be utilized. 

Deferred income tax assets and deferred income tax liabilities are offset when there is a legally enforceable 

right to offset current income tax assets against current income tax liabilities and when the deferred 

income tax assets and deferred income tax liabilities relate to income taxes levied by the same taxation 

authority and when there is an intention to settle the balances on a net basis. 

Employee benefits 

• Short-term employee benefits 

Short-term employee benefits are expensed as the related service is provided. A liability is recognized for 

the amount expected to be paid if the Company has a present legal or constructive obligation to pay this 

amount as a result of past service provided by the employee and the obligation can be estimated reliably. 

• Defined contribution plans

Obligations for contributions to defined contribution plans are expensed as the related service is provided. 

Prepaid contributions are recognized as an asset to the extent that a cash refund or a reduction in future 

payments is available. 

• Defined benefit plans 

The Company’s net obligation in respect of defined benefit plans is calculated separately for each plan by 

estimating the amount of future benefit that employees have earned in the current and prior periods, 

discounting that amount and deducting the fair value of any plan assets. 

The calculation of the defined benefit obligation is performed annually by a qualified actuary using the 

projected unit credit method. When the calculation results in a potential asset for the Company, the 

recognized asset is limited to the present value of economic benefits available in the form of any future 

refunds from the plan or reductions in future contributions to the plan. To calculate the present value of 

economic benefits, consideration is given to any applicable minimum funding requirements. 



Brewers Retail Inc. 
Notes to Financial Statements 
December 31, 2016 

(in thousands of Canadian dollars) 

(8)

Remeasurement of the net defined benefit liability, which comprises actuarial gains and losses, the return 

on plan assets (excluding interest) and the effect of the asset ceiling (if any, excluding interest), is 

recognized immediately in OCI. The Company determines the net interest expense (income) on the net 

defined benefit liability (asset) for the period by applying the discount rate used to measure the defined 

benefit obligation at the beginning of the annual period to the then-net defined benefit liability (asset), 

taking into account any changes in the net defined benefit liability (asset) during the period as a result of 

contributions and benefit payments. Net interest expense and other expenses related to defined benefit 

plans are recognized in profit or loss. 

When the benefits of a plan are changed or when a plan is curtailed, the resulting change in benefit that 

relates to past service or the gain or loss on curtailment is recognized immediately in profit or loss. The 

Company recognizes gains and losses on the settlement of a defined benefit plan when the settlement 

occurs. 

• Other long-term employee benefits 

The Company’s net obligation in respect of long-term employee benefits is the amount of future benefit 

that employees have earned in return for their service in the current and prior periods. That benefit is 

discounted to determine its present value. Remeasurements are recognized in profit or loss in the period in 

which they arise. 

• Bonus plans 

The Company recognizes a liability for bonuses based on a formula that takes into consideration the profit 

attributable to the Company after certain adjustments in addition to other performance measures. The 

Company recognizes an accrual where contractually obliged or where there is a past practice that has 

created a constructive obligation to make such compensation payments. 

• Termination benefits 

Termination benefits are payable when employment is terminated by the Company before the normal 

retirement date, or whenever an employee accepts voluntary redundancy in exchange for these benefits. 

The Company recognizes termination benefits when it is demonstrably committed to either: (i) 

terminating the employment of current employees according to a detailed formal plan without the 

possibility of withdrawal; or (ii) providing termination benefits as a result of an offer made to encourage 

voluntary redundancy. Benefits falling due more than twelve months after the end of the reporting period 

are discounted to their present value. 

Share capital 

First and Second Equity Shares are classified as equity. Incremental costs directly attributable to the issuance of 

new shares are shown in equity as a deduction, net of tax, from the proceeds. 



Brewers Retail Inc. 
Notes to Financial Statements 
December 31, 2016 

(in thousands of Canadian dollars) 

(9)

Revenue recognition 

Service charges revenue is primarily earned based on the volume of products distributed at rates determined 

annually. 

Other revenues consist of empty containers fee, recycling fee, product sale, promotional revenue, and 

dispensing services. The revenue is recorded at the point the service has been performed or the products have 

been delivered. 

The difference, if any, between total revenue collected and cash expenditures incurred is allocated among the 

brewers in accordance with the terms of the MFA and recorded as an adjustment to service charges revenue. 

Finance income and expense 

Finance income and expense include: 

• interest income; 

• interest expense; 

• foreign currency gain and loss on financial assets and financial liabilities; and 

• impairment losses recognized on financial assets (other than trade receivables).  

Interest income or expense is recognized using the effective interest method. 

Standards issued to be adopted at a later date 

The following standards have been issued by the International Accounting Standards Board and are being 

assessed as to their effect on the Company in the future: 

• IFRS 9, Financial Instruments, is effective for annual reporting periods beginning on or after January 1, 

2018. The standard introduces new requirements for classification and measurement, impairment and 

hedge accounting. Retrospective application is required but comparative information is not compulsory. 

• IFRS 15, Revenue from Contracts with Customers, is effective for annual reporting periods beginning on 

or after January 1, 2018. The standard specifies how and when revenue is to be recognized. 

• IFRS 16, Leases, is effective for annual reporting periods beginning on or after January 1, 2019. The 

standard requires a lessee to recognize an asset and a liability for each contract conveying the right to 

control the use of an identified asset for a period of time. The asset is treated similarly to other non-

financial assets and depreciated accordingly. The liability is initially measured at the present value of the 

lease payments payable over the lease term and accrues interest. 



Brewers Retail Inc. 
Notes to Financial Statements 
December 31, 2016 

(in thousands of Canadian dollars) 

(10)

4 Critical accounting estimates and judgments  

The preparation of these financial statements requires management to make estimates and judgments that 

affect the reported and disclosed amounts of assets, liabilities, revenues and expenses in the financial 

statements and accompanying notes. Management bases its estimates and judgments on historical experience 

and on various other assumptions that it considers to be reasonable. The resulting accounting estimates will, by 

definition, seldom equal the related actual results. Actual results could differ from those estimates under 

different assumptions or conditions. 

Impairment 

The Company reviews other non-financial assets when there is any indication the asset might be impaired. 

Employee future benefits 

The present value of the retirement benefit obligation depends on a number of factors that are determined on 

an actuarial basis using a number of assumptions. The assumptions used in determining the employee future 

benefits expense include the discount rate. Any changes in these assumptions will impact the amount of the 

employee future benefits obligation disclosed in the financial statements. 

The Company determines the appropriate discount rate at the end of each year. This is the interest rate that is 

used to determine the present value of estimated future cash outflows expected to be required to settle the 

employee future benefits obligation. In determining the appropriate discount rate, the Company considers the 

interest rates of high quality corporate bonds that are denominated in Canadian dollars and have terms to 

maturity approximating the terms of the related future benefit obligation. 

Other key assumptions for the employee future benefits obligation are based on current market conditions. 

Income taxes 

The Company computes an income tax provision. However, actual amounts of income tax expense only become 

final on filing and acceptance of the tax return by the relevant taxation authorities, which occurs subsequent to 

the issuance of these financial statements. Additionally, the estimation of income taxes includes evaluating the 

recoverability of deferred income tax assets based on an assessment of the ability to use the underlying future 

income tax deductions against future taxable income before they expire. The assessment is based on existing tax 

laws and estimates of future taxable income. To the extent estimates differ from the final tax return, earnings 

would be affected in a subsequent period. 

There are many transactions and calculations for which the ultimate tax determination is uncertain during the 

ordinary course of business. The Company maintains provisions for uncertain tax positions that it believes 

appropriately reflect its risk with respect to tax matters under active discussion, audit, dispute or appeal with 

tax authorities, or which are otherwise considered to involve uncertainty. These provisions are made using the 

best estimates of the amount expected to be paid based on a qualitative assessment of all relevant factors. The 

Company reviews the adequacy of these provisions at the end of each reporting period. However, it is possible 

that at some future date an additional liability could result from audits by taxation authorities. Where the final 
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Notes to Financial Statements 
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(11)

outcome of these tax related matters is different from the amounts that were initially recorded, such differences 

will affect the tax provisions in the period in which such determination is made.  

Lawsuits and legal claims 

Litigation and claims arise from time to time in the normal course of business. The Company records provisions 

that reflect management’s best estimate of any potential liability relating to these claims. However, the 

Company cannot predict with certainty the final outcome of these matters.

5 Financial risk management 

Financial assets and liabilities are recognized when the Company becomes a party to the contractual provisions 

of the instrument. Financial assets are derecognized when the rights to receive cash flows from the assets have 

expired or have been transferred and the Company has transferred substantially all risks and rewards of 

ownership. Financial liabilities are derecognized when the obligation specified in the contract is discharged, 

cancelled or expires. 

The Company’s financial assets and liabilities are classified into the following categories: 

• cash and cash equivalents as held-for-trading, which are measured at amortized cost; 

• accounts receivable and empties deposits are non-derivative financial assets with fixed or determinable 

payments that are not quoted in an active market. The Company’s accounts receivable comprise trade 

receivables and are included in current assets due to their short-term nature. Accounts receivable are 

initially recognized at the amount expected to be received, less, when material, a discount to reduce the 

accounts receivable and notes receivable to fair value. Subsequently, accounts receivable are measured at 

amortized cost using the effective interest method less a provision for doubtful accounts; and 

• accounts payable and accrued liabilities as other financial liabilities, which are measured at amortized cost. 

Financial liabilities are initially recognized at the amount required to be paid, less, when material, a 

discount to reduce the payables to fair value. Subsequently, financial liabilities are measured at amortized 

cost using the effective interest method. These financial liabilities are classified as current liabilities if 

payment is due within 12 months. 

Credit risk 

In the normal course of business, the Company is exposed to credit risk from its accounts receivable from 

customers. The carrying values of accounts receivable are net of applicable revenue provisions and allowances 

for doubtful accounts. Allowances for doubtful accounts are estimated based on past experience, specific risks 

associated with the customer and other relevant information. 
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Interest rate risk 

Interest rate risk is the risk the fair value or future cash flows of a financial instrument will fluctuate because of 

changes in market interest rates. The Company has a revolving credit facility, which bears interest based on 

prevailing market interest rates. In addition, pension and post-retirement employee benefits liabilities are also 

sensitive to market interest rates. The Company does not hold any significant interest bearing assets. 

Foreign currency risk 

The Company is exposed to currency risk as a result of exchange rate fluctuations and the volatility of these 

rates. In the normal course of business, the Company has financial assets and liabilities that are denominated in 

US dollars. The Company transacts in US dollars for income and expense transactions and carries US dollars in 

the bank account for this purpose. The risk in this area is assessed by the Company to be insignificant. 

Liquidity risk 

Liquidity risk is the risk the Company will not be able to meet is financial obligations as they fall due. The 

exposure to liquidity risk is dependent on the collection of accounts receivable. The Company manages its 

liquidity risk by monitoring its operating requirements. The Company prepares budgets and forecasts to 

monitor this risk. 

6 Capital risk management 

The Company’s capital consists of share capital and deficit. The Company’s objectives in managing capital are to 

ensure adequate operating funds are available to maintain its business activities and to provide a cost-effective 

operation for brewers. Additionally, the Company aims to ensure sufficient liquidity to support its stores, 

execute its business plans and enable the internal financing of capital projects. 

The Company’s primary uses of capital are to finance non-cash working capital along with capital expenditures 

for new stores additions, existing store renovation projects, information technology software and hardware 

purchases and equipment purchases. The Company currently funds these requirements out of its internally 

generated cash flows. 

The Company is not subject to any externally imposed capital requirements, apart from what is described in 

notes 11 and 18 below. There has been no change with respect to the overall capital risk management strategy 

during the year. 

7 Trade and other receivables 

2016
$

2015
$

Trade and other receivables 47,398 46,208
Owner brewers 4,192 889
Provision for impairment (307) (359)

51,283 46,738
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The following table summarizes the changes in the provision for impairment of trade receivables: 

2016
$

2015
$

Opening balance 359 166
Provision for impairment - 193
Utilization of the impairment provision (52) -

Closing balance 307 359

A provision for impairment is recorded for trade receivables balances based on the credit score and current 

financial conditions of the customer. 

The addition and utilization of the provision for impaired trade receivables has been included in operating 

expenses in the statement of operations and comprehensive (loss) income. Amounts charged to the provision 

account are generally written off when there is no expectation of recovering additional amounts. 

As at December 31, 2016, trade receivables of $3,890 (2015 - $1,536) were past due but not impaired. The aging 

analysis of these trade receivables is as follows: 

2016
$

2015
$

Up to 30 days 47,700 45,561
31 days to 60 days 1,194 709
61 days to 90 days 1,563 205
Over 90 days 1,133 622

51,590 47,097

The maximum exposure to credit risk at the reporting date is the carrying value of each class of trade 

receivables. 

The carrying amounts of the Company’s trade receivables are primarily denominated in Canadian currency. 

Due to the nature of its core business, the Company has limited exposure to foreign exchange risk as sales are 

denominated principally in the Company’s functional currency. 

8 Inventories 

2016
$

2015
$

Beer 151,986 153,638
Dispensing equipment 4,045 3,612
Other 426 398

156,457 157,648
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An inventory provision of $38 (2015 - $43) has been recorded, with the corresponding recovery of $5 (2015 -

$11) included in the statement of operations and comprehensive (loss) income. 

9 Property, plant and equipment 

2016 2015

Cost 
$

Accumulated
amortization 

$
Net 

$
Net 

$

Land 5,772 - 5,772 6,111
Buildings 96,368 45,744 50,624 52,675
Leasehold improvements 61,624 27,451 34,173 35,116
Machinery, equipment and 

operating system 56,591 24,328 32,263 28,410
Single aperture kegs 2,789 999 1,790 971
Pallets 8,893 3,791 5,102 3,867
Construction-in-process 1,217 - 1,217 4,929

233,254 102,313 130,941 132,079

The Company disposed of assets with a net carrying value of $3,051 (2015 - $5,836) for net proceeds of $26,745 

(2015 - $24,301) and recognized a gain on sale of $23,690 (2015 - $18,459). Included in the disposed assets 

were real estate properties the Company sold to support its capital expenditures as required by the MFA. See 

note 18 for additional information. 

An amortization expense of $19,845 (2015 - $18,613) has been charged in amortization expense. 
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Continuity of property, plant and equipment for the year ended December 31, 2016: 

2016

Land 
$

Buildings 
$

Leasehold 
improvements 

$

Machinery and
equipment 

and operating 
system 

$

Single 
aperture 

kegs 
$

Pallets 
$

Construction- 
in-progress 

$
Total 

$

Cost
Balance - January 1, 2016 6,111 97,751 60,870 61,250 1,865 7,891 4,929 240,667
Additions - 1,077 2,266 5,562 745 3,335 8,773 21,758
Disposals (339) (4,462) (5,004) (17,033) - (2,333) - (29,171)
Transfers among categories - 2,002 3,492 6,812 179 - (12,485) -

Balance - December 31, 2016 5,772 96,368 61,624 56,591 2,789 8,893 1,217 233,254

Less: Accumulated depreciation
Balance - January 1, 2016 - 45,076 25,754 32,840 894 4,024 - 108,588
Depreciation for the year - 2,782 6,542 8,316 105 2,100 - 19,845
Transfers among categories - - - - - - - -
Disposals - (2,114) (4,845) (16,828) - (2,333) - (26,120)

Balance - December 31, 2016 - 45,744 27,451 24,328 999 3,791 - 102,313

Net book value 5,772 50,624 34,173 32,263 1,790 5,102 1,217 130,941
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Continuity of property, plant and equipment for the year ended December 31, 2015: 

2015

Land 
$

Buildings 
$

Leasehold 
improvements 

$

Machinery and
equipment 

and operating 
system 

$

Single 
aperture 

kegs 
$

Pallets 
$

Construction- 
in-progress 

$
Total 

$

Cost
Balance - January 1, 2015 6,645 104,319 65,255 63,292 1,865 7,012 2,944 251,332
Additions - 1,215 2,036 4,042 - 2,589 17,612 27,494
Disposals (534) (9,059) (14,973) (11,883) - (1,710) - (38,159)
Transfers among categories - 1,276 8,552 5,799 - - (15,627) -

Balance - December 31, 2015 6,111 97,751 60,870 61,250 1,865 7,891 4,929 240,667

Less: Accumulated depreciation
Balance - January 1, 2015 - 46,699 34,167 36,808 800 3,824 - 122,298
Depreciation for the year - 2,847 6,187 7,575 94 1,910 - 18,613
Transfers among categories - - - - - - - -
Disposals - (4,470) (14,600) (11,543) - (1,710) - (32,323)

Balance - December 31, 2015 - 45,076 25,754 32,840 894 4,024 - 108,588

Net book value 6,111 52,675 35,116 28,410 971 3,867 4,929 132,079
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10 Intangible assets 

2016 2015

Cost 
$

Accumulated
amortization 

$
Net 

$
Net 

$

Software 4,579 1,338 3,241 376
Software - construction-in-progress 20,559 - 20,559 11,979

25,138 1,338 23,800 12,355

An amortization expense of $449 (2015 - $469) has been charged in amortization expense. 

Continuity of intangible assets for the year ended December 31, 2016: 

2016

Software 
$

Software
construction- 

in-progress 
$

Total 
$

Cost
Balance - January 1, 2016 1,795 11,979 13,774
Additions 36 11,861 11,897
Disposals (533) - (533)
Transfers among categories 3,281 (3,281) -

Balance - December 31, 2016 4,579 20,559 25,138

Less: Accumulated amortization
Balance - January 1, 2016 1,419 - 1,419
Amortization for the year 449 - 449
Transfer among categories - - -
Disposals (530) - (530)

Balance - December 31, 2016 1,338 - 1,338

Net book value 3,241 20,559 23,800
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Continuity of intangible assets for the year ended December 31, 2015: 

2015

Software 
$

Software
construction- 

in-progress 
$

Total 
$

Cost
Balance - January 1, 2015 3,000 11,406 14,406
Additions 82 681 763
Disposals (1,395) - (1,395)
Transfers among categories 108 (108) -

Balance - December 31, 2015 1,795 11,979 13,774

Less: Accumulated amortization
Balance - January 1, 2015 2,340 - 2,340
Amortization for the year 469 - 469
Transfer among categories - - -
Disposals (1,390) - (1,390)

Balance - December 31, 2015 1,419 - 1,419

Net book value 376 11,979 12,355

11 Bank indebtedness 

The Company has a $150 million revolving credit facility with a major Canadian financial institution, 

collateralized by general security agreements and support letters from Molson Canada 2005, Labatt Brewing 

Company Limited and Sleeman Breweries Ltd. 

The credit facility is used to fund the Company’s operating cash requirements and bears interest at Canadian 

prime rates plus 0.70%, or CDOR plus 0.70%, dependent on the type of borrowing employed. The Company 

may also choose to issue letters of credit which bear interest at 0.70%. The unused residual of the $150 million 

credit facility is subject to a standby charge of 0.22%. The Company has provided a $1,015 (2015 - $4,324) letter 

of credit in favour of certain defined benefit pension plans in relation to required solvency amortization 

payment on those plans. 

The Company is subject to covenants on the credit facility related to market share and certain balance sheet 

items. The Company was compliant with these covenants during the year. 
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12 Trade and other payables and provisions 

a) Trade and other payables are obligations to pay for goods or services that have been acquired in the 

ordinary course of business from suppliers. Trade and other payables are classified as current liabilities if 

payment is due within one year or less. If not, they are presented as non-current liabilities. 

2016
$  

2015
$ 

Owner brewers 181,195  155,955 
Other brewers 34,825  43,256 
Other payables  47,034  38,022 
Accrued liabilities 29,684  25,003 

292,738  262,236 

As at December 31, 2016, trade and other payables of $10,005 (2015 - $7,985) were past due. The aging 

analysis of these payables is as follows: 

2016
$  

2015
$ 

Up to 30 days 282,734  254,251 
31 days to 60 days 5,637  5,052 
61 days to 90 days 3,483  1,109 
Over 90 days 884  1,824 

292,738  262,236 

b) Provisions include two categories of costs: future employee termination charges related to involuntary and 

voluntary workforce reduction activities; and certain litigation and claims costs that arise from time to 

time in the normal course of business. Provisions are included in other payables and accrued liabilities as 

described in note 12 (a). The continuity of the Company’s provisions is as follows: 

Total
$  

Balance - January 1, 2015 485  
Additional provision 1,416  
Utilization of provision (1,100)

Balance - December 31, 2015 801  
Additional provision 262  
Unused amount reversed (765)
Utilization of provision (202)

Balance - December 31, 2016 96  
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13 Employee future benefits 

The Company maintains various defined contribution and defined benefit pension plans for both salaried and 

hourly paid employees. Costs for post-employment benefits are accrued over the periods in which employees 

earn the benefits. The Company also maintains certain post-employment medical benefit plans. 

Actuarial valuations for the defined benefit pension plans were completed as at January 1, 2014, and the next 

valuation is not required until January 1, 2017. The Company’s other benefit plans are revalued annually. 

A summary of the balance sheet’s position and statement of operations and comprehensive (loss) income 

charges is as follows: 

a) Balance sheet 

The amounts recognized in the balance sheet are determined as follows: 

2016 2015

Defined
benefit 

pension 
plans 

$

Other 
benefit 

plans 
$

Defined
benefit 

pension 
plans 

$

Other 
benefit 

plans 
$

Present value of obligations (903,174) (54,931) (868,010) (50,961)
Fair value of plan assets 816,461 - 796,910 -

(86,713) (54,931) (71,100) (50,961)

b) Statement of operations and comprehensive (loss) income 

2016
$  

2015
$ 

Defined benefit pension plans 39,819  (14,071)
Defined contribution pension plans 4,025  3,650 
Other benefit plans 8,167  (356)

52,011  (10,777)
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The amounts recognized in benefit expense on the statement of operations and comprehensive (loss) 

income are as follows: 

2016 2015

Defined
benefit 

pension 
plans 

$

Other 
benefit 

plans 
$

Defined
benefit 

pension 
plans 

$

Other 
benefit 

plans 
$

Service cost 10,997 5,002 11,768 4,246
Administrative cost 654 - 770 -
Finance cost 2,232 1,981 4,442 2,149
Settlements - - - -
Past service costs - plan 

amendments (50) - (117) - 

13,833 6,983 16,863 6,395

The amounts recognized in actuarial (losses) gains on the statement of operations and comprehensive 

(loss) income are as follows: 

2016 2015

Defined
benefit 

pension 
plans 

$

Other 
benefit 

plans 
$

Defined
benefit 

pension 
plans 

$

Other 
benefit 

plans 
$

Actuarial gains and losses 26,703 1,184 (17,004) (6,751)
Return on plan assets (greater) 

less than discount rate  (717) - (13,930) - 
Effect of the asset limited - - - -

25,986 1,184 (30,934) (6,751)
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c) The movement in the benefit obligations over the year is as follows: 

2016 2015

Defined
benefit 

pension 
plans 

$

Other 
benefit 

plans 
$

Defined
benefit 

pension 
plans 

$

Other 
benefit 

plans 
$

As at January 1 868,010 50,961 873,118 55,367
Current service cost 10,997 5,002 11,768 4,246
Interest cost 35,840 1,981 35,590 2,149
Actuarial losses (gains) 26,703 1,184 (17,004) (6,751)
Benefits paid (38,326) (4,197) (35,345) (4,050)
Settlements - - - -
Past service costs - plan 

amendments (50) - (117) - 

As at December 31 903,174 54,931 868,010 50,961

d) The movement in the fair value of the plan assets over each year is as follows: 

2016 2015

Defined
benefit 

pension 
plans 

$

Other 
benefit 

plans 
$

Defined
benefit 

pension 
plans 

$

Other 
benefit 

plans 
$

As at January 1 796,910 - 763,720 -
Actual return on plan assets 33,671 - 44,308 -
Employer contributions 24,206 4,197 24,227 4,050
Benefits paid (38,326) (4,197) (35,345) (4,050)

As at December 31 816,461 - 796,910 -

The following table shows the allocation of post-employment benefit plan assets as at December 31, 2016 

and 2015: 

2016 2015

Salary 
%

Bargaining
unit 

%
Salary 

%

Bargaining
unit 

%

Equity instruments 44 44 53 55
Debt instruments 56 56 47 45

100 100 100 100
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e) Significant assumptions: 

2016
%

2015
%

Discount rate
Salary Pension Plan 3.88 4.15
Bargaining Unit Pension Plan 3.98 4.30
Post-retirement benefits 3.90 4.16
Long-term disability 2.89 2.96

Future salary increases 2.00 2.00
Medical trend rate 5.00 5.50

f) Estimated contributions to future benefit plans in 2016: 

$

Defined benefit plans 27,500 
Defined contribution plans 4,546 
Other benefit plans 3,952 

g) Sensitivity analysis 

The table below shows the impact on the present value of the obligation as at December 31, 2016 for 

changes in the key assumptions. 

Defined benefit
pension plans Other benefit plans

Change in assumption Increase
$

Decrease
$

Increase
$

Decrease
$

Discount rate (1%) (110,553) 138,354 (4,775) 5,732
Mortality rate (increase of 1 year in 

life expectancy) 23,779  - 771 - 
Trend rate (1%) - - 2,929 (2,567)
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14 Deferred income taxes 

Deferred income tax assets and liabilities 

2016

Balance - 
Beginning 

of year 
$  

Recognized 
in net 

income 
$  

Recognized
in other 

comprehensive 
income 

$  

Balance - 
End of 

year 
$ 

Employee benefits 32,346  (4,740) 9,930   37,536 
Property, plant and equipment  14,559  (2,204) -   12,355 
Non-capital losses -   5,139  -   5,139 
Corporate minimum tax 1,411   230  -   1,641 
Reserves and deferred income  1,902   260  -   2,162 
Other 65  (58) -   7 

Net deferred tax asset (liability)  50,283  (1,373) 9,930  58,840 

2015

Balance - 
Beginning 

of year 
$  

Recognized 
in net 

income 
$  

Recognized
in other 

comprehensive 
loss 

$  

Balance - 
End of 

year 
$ 

Employee benefits 43,663  (1,330) (9,987) 32,346 
Property, plant and equipment  13,102  1,457  -  14,559 
Non-capital losses 3,163  (3,163) -  - 
Corporate minimum tax 953  458  -  1,411 
Reserves and deferred income  1,255  647  -  1,902 
Other (16) 81  -  65 

Net deferred tax asset (liability)  62,120  (1,850) (9,987) 50,283 



Brewers Retail Inc. 
Notes to Financial Statements 
December 31, 2016 

(in thousands of Canadian dollars) 

(25)

15 Income tax expense 

2016
$  

2015
$ 

Current income tax expense 
Current year 230  458 
Adjustment from prior year (18) (28)

212  430 

Deferred income tax expense 
Origination and reversal of temporary differences (3,766) 5,013 
Accumulation (utilization) of tax loss 5,139  (3,163)

1,373  1,850 

Income tax expense 1,585  2,280 

Reconciliation of income tax expense 

2016
$  

2015
$ 

Income before income taxes based on tax rate of 26.5% 2,261  4,494 
Adjustments resulting from  

Permanent differences (2,971) (2,484)
Other 2,295  270 

1,585  2,280 

16 Capital stock 

Authorized 

Unlimited First Equity Shares, with each series consisting of one hundred (100) shares  

Up to ten thousand (10,000) Second Equity Shares 

Issued and outstanding 

2016
$

2015
$

nil (2015 - 10,000) Class A shares - 100
nil (2015 - 20,000) Class B shares - 200,000
nil (2015 - 475,317) Class C shares - 72
nil (2015 - 696,526) Class D shares - 70
nil (2015 - 1,000) common shares - 100
3,000 (2015 - nil) First Equity Shares 3 -
10,000 (2015 - nil) Second Equity Shares 200,342 -

200,345 200,342
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As required by the terms of the MFA, the Company amended its share capital structure by filing Articles of 

Amendment effective January 1, 2016 to cause the exchange of all of the issued and outstanding shares in the 

capital of the Company held by the Original Owners for 10,000 Second Equity Shares and to create a new class 

of First Equity Shares.  

The First Equity Shares, which are reserved for issuance to any qualifying Ontario brewer that wishes to 

subscribe for shares, will carry the right to vote and to receive dividends. Holders of First Equity Shares have 

the right to require the Company to redeem their shares at any time for the original subscription price. The First 

Equity Shares rank senior to the Second Equity Shares with respect to the payment of amounts owed on the 

occurrence of a liquidation event involving the Company, as defined in the MFA. The amount to which holders 

of First Equity Shares are entitled on liquidation of the Company will be calculated in accordance with the 

articles of amalgamation of the Company, as amended, and is limited to increases in the net book value of the 

Company after December 31, 2014 and subject to adjustment for certain asset liquidation gains and losses and 

certain changes to pension obligations of the Company. Qualifying Ontario brewers are entitled to subscribe for 

100 First Equity Shares for an aggregate subscription price of one hundred dollars. In 2016, the Company 

issued a total of 3,000 First Equity Shares to 30 qualifying Ontario brewers. 

The Second Equity Shares, which have been allocated among the Original Owners (Labatt Company Limited - 

4,492, Molson Canada 2005 - 5,088 and Sleeman Breweries Ltd. - 420), do not have the right to vote or to 

receive dividends but will entitle the holders to receive any residual value on liquidation of the Company, after 

payment of the liquidation amount owed to the holders of the First Equity Shares.  

17 Statement of cash flows 

The net change in non-cash working capital items related to operations comprises the following: 

2016
$  

2015
$ 

(Increase) decrease in trade receivables (4,545) 603 
(Increase) decrease in empties deposits (777) 587 
Decrease (increase) in inventories 1,191  (10,712)
(Increase) decrease in other current assets (355) (773)
Increase (decrease) in trade and other payables and provisions 30,502  (53,728)

26,016  (64,023)

18 Contingencies and commitments 

The Company enters into operating leases in the ordinary course of business, primarily for real estate property 

and equipment. Payments for these leases are contractual obligations as scheduled per each agreement. 

Commitments for minimum lease payments in relation to non-cancellable operating leases at the balance sheet 

dates are as follows: 
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2016
$  

2015
$ 

No later than 1 year 38,457  35,249 
Later than 1 year and no later than 5 years 111,289  106,370 
Later than 5 years 101,807  91,188 

251,553  232,807 

In addition to the above, and as per the MFA, the Company is committed to spending $100,000 on capital 

expenditures during the years 2015 through 2018, not less than $80,000 of which shall be in respect of retail 

stores. Between 2015 and 2016, total capital spending amounted to $61,912, of which $49,658 relates to retail 

stores. 

Lawsuits and legal claims 

The Company is involved in certain litigation and claims, which arise from time to time in the normal course of 

business. The Company records provisions that reflect management’s best estimate of any potential liability 

relating to these claims. In the opinion of management, the Company has reasonable and meritorious 

arguments to defend against these claims. However, the Company cannot predict with certainty the final 

outcome of these matters. 

On December 12, 2014, a notice of action captioned David Hughes and 631992 Ontario Inc. v. Liquor Control 

Board of Ontario, Brewers Retail Inc., Labatt Breweries of Canada LP, Molson Coors Canada and Sleeman 

Breweries Ltd. No. CV-14-518059-00CP was filed in Ontario, Canada. The Company and its shareholders, as 

well as the Liquor Control Board of Ontario (“LCBO”), were named as defendants in the action. The plaintiffs 

allege the Company and the LCBO improperly entered into an agreement to fix prices and market allocation 

within the Ontario beer market to the detriment of licensees and consumers. The plaintiffs seek to have the 

claim certified as a class action on behalf of all Ontario beer consumers and licensees and, among other things, 

damages in the amount of $1.4 billion. The Company operates according to the rules established by the 

Government of Ontario for regulation, sale and distribution of beer in the province. Additionally, prices are 

independently set by each brewer and are approved by the LCBO on a weekly basis. As such, management 

believes the claim has been made without merit and the Company will vigorously assert and defend its rights in 

this lawsuit. There is no provision recorded in the financial statements for this claim. 
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19 Related party transactions and balances 

The Company carried out the following transactions in accordance with the terms of the MFA during the year 

and had balances at the end of the year with these entities as follows: 

2016
$

2015
$

Service charges and other revenue
Shareholders 257,406 245,905

Operating costs charged to Brewers’ Distributor Ltd. 6,627 5,891

Trade receivables
Shareholders 4,181 883

Accounts receivable - Brewers’ Distributor Ltd. 2,094 300

Trade and other payables
Shareholders 181,214 155,955

Brewers’ Distributor Ltd. (“BDL”) is an affiliated company, controlled by Labatt Brewing Company Limited and 

Molson Canada 2005. The above transactions were in the normal course of operations and were recorded at the 

amount of consideration established and agreed to by the related parties, similar to arm’s length transactions. 

In addition to these amounts, the Company has transactions in the normal course of business with a number of 

other breweries owned or controlled by shareholders. These amounts are included in trade receivables and 

trade payables and other payables. All transactions between parent companies and their affiliates are unsecured 

with no allowance for doubtful accounts, and bad debt expenses. 

Key management personnel are those individuals who have authority and responsibility for planning, directing 

and controlling the activities of TBS (shared by BDL). Key management personnel (“KMP”) include the 

President and three Vice Presidents as at December 31, 2016. 

Key management personnel compensation is comprised of: salaries and short-term benefits; post-employment 

benefits; other long-term benefits; and, termination benefits. TBS has elected to present key management 

personnel compensation as an aggregate due to the small number of KMP. KMP compensation for 2016 is 

$1,218 (2015 - $1,169). 

The Board of Directors comprise those individuals who have significant influence over the Company. Total 

compensation for 2016 is $240 (2015 - $nil). 

Related parties in 2016 include 30 brewers holding first equity shares (3.33% each), and in 2015 included 

Molson Canada 2005, Labatt Brewing Company Limited, and Sleeman Breweries Ltd. 


