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Independent auditor’s report 

To the Shareholders of Brewers Retail Inc. 

Our opinion 

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial 
position of Brewers Retail Inc. (the Company) as at December 31, 2018 and its financial performance and 
its cash flows for the year then ended in accordance with International Financial Reporting Standards as 
issued by the International Accounting Standards Board (IFRS). 

What we have audited 
The Company’s financial statements comprise: 

 the balance sheet as at December 31, 2018; 

 the statement of operations and comprehensive income for the year then ended; 

 the statement of changes in shareholders’ equity (deficit) for the year then ended; 

 the statement of cash flows for the year then ended; and 

 the notes to the financial statements, which include a summary of significant accounting policies. 

Basis for opinion 

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our 
responsibilities under those standards are further described in the Auditor’s responsibilities for the audit 
of the financial statements section of our report. 

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

Independence 
We are independent of the Company in accordance with the ethical requirements that are relevant to our 
audit of the financial statements in Canada. We have fulfilled our other ethical responsibilities in 
accordance with these requirements. 

Responsibilities of management and those charged with governance for the financial 
statements 

Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with IFRS, 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. 



In preparing the financial statements, management is responsible for assessing the Company’s ability to 
continue as a going concern, disclosing, as applicable, matters related to going concern and using the 
going concern basis of accounting unless management either intends to liquidate the Company or to cease 
operations, or has no realistic alternative but to do so. 

Those charged with governance are responsible for overseeing the Company’s financial reporting process.  

Auditor’s responsibilities for the audit of the financial statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are 
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that 
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an 
audit conducted in accordance with Canadian generally accepted auditing standards will always detect a 
material misstatement when it exists. Misstatements can arise from fraud or error and are considered 
material if, individually or in the aggregate, they could reasonably be expected to influence the economic 
decisions of users taken on the basis of these financial statements. 

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise 
professional judgment and maintain professional skepticism throughout the audit. We also: 

 Identify and assess the risks of material misstatement of the financial statements, whether due to 
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit 
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not 
detecting a material misstatement resulting from fraud is higher than for one resulting from error, 
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override 
of internal control. 

 Obtain an understanding of internal control relevant to the audit 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 Company’s internal control. 

 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 
estimates and related disclosures made by management. 

 Conclude on the appropriateness of management’s use of the going concern basis of accounting and, 
based on the audit evidence obtained, whether a material uncertainty exists related to events or 
conditions that may cast significant doubt on the Company’s ability to continue as a going concern. 
If we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s 
report to the related disclosures in the financial statements or, if such disclosures are inadequate, to 
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our 
auditor’s report. However, future events or conditions may cause the Company to cease to continue 
as a going concern.  

 Evaluate the overall presentation, structure and content of the financial statements, including the 
disclosures, and whether the financial statements represent the underlying transactions and events 
in a manner that achieves fair presentation. 



We communicate with those charged with governance regarding, among other matters, the planned scope 
and timing of the audit and significant audit findings, including any significant deficiencies in internal 
control that we identify during our audit. 

Chartered Professional Accountants, Licensed Public Accountants 

Toronto, Ontario 
March 8, 2019 



Brewers Retail Inc. 
Balance Sheet 
As at December 31, 2018 

(in thousands of Canadian dollars) 

Approved by the Board of Directors

(Signed) “Daniel Preston”                                  Director (Signed) “Tom Muir”                                          Director 

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

2018
$

2017
$

Assets

Current assets
Cash and cash equivalents 55,860 47,985
Trade receivables (notes 6 and 21) 56,603 54,420
Empties deposits 3,691 4,540
Inventories (note 7) 22,834 149,772
Other current assets 2,305 3,804

141,293  260,521 

Property, plant and equipment (note 8) 127,250  130,450 

Intangible assets (note 9) 55,674  39,045 

Deferred income tax assets (note 15) 49,940  51,350 

374,157  481,366 

Liabilities

Current liabilities
Bank indebtedness (note 10) 52,000 51,000
Trade and other payables and provisions (notes 11 and 21) 169,827 294,140
Long-term financing due within one year (note 13) 1,018 -

222,845 345,140

Deferred gain on sale leaseback (note 8) 10,671 -

Finance lease (note 13) 10,250  - 

Pension benefit (note 14) 27,616 58,277

Post-retirement employee benefits (note 14) 53,711 52,594

325,093 456,011

Shareholders’ equity (deficit)

Share capital (note 17) 200,345  200,345 

Deficit (26,497) (40,760)

Accumulated other comprehensive income (loss) (124,784) (134,230)

49,064 25,355

374,157 481,366



Brewers Retail Inc. 
Statement of Operations and Comprehensive Income 
For the year ended December 31, 2018 

(in thousands of Canadian dollars) 

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

2018
$

2017
$

Revenue
Service charges (notes 5 and 21) 321,151 331,535
Other (note 5) 97,739 87,913

418,890 419,448

Expenses
Operating (note 21) 69,549 66,034
Salary and wages 200,371 195,185
Benefits 57,357 57,490
Occupancy 70,032 69,710
Administration 7,508 5,924
Finance costs 10,541 10,201
Depreciation and amortization (notes 8 and 9) 21,663 20,611

437,021 425,155

Operating loss (18,131) (5,707)

Gain on sale of real property (note 8) 30,758 24,454

Income before income taxes 12,627 18,747

Income tax (recovery) expense (note 16) (1,857) 2,374

Net income 14,484 16,373

Other comprehensive income (loss) – net of tax 
Actuarial gains (losses)

Pension (notes 14 and 15) 10,125 14,891
Other post-retirement benefits (notes 14 and 15) (679) (843)

Other comprehensive income 9,446 14,048

Net income and comprehensive income 23,930 30,421



Brewers Retail Inc. 
Statement of Changes in Shareholders’ Equity (Deficit) 
For the year ended December 31, 2018 

(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 

(deficit) 
$

Balance – December 31, 2017 200,345 (40,760) (134,230) 25,355

Adjustment on adoption of IFRS 9 (note 6) - (221) - (221)

Balance – January 1, 2018 200,345 (40,981) (134,230) 25,134

Net income - 14,484 - 14,484
Other comprehensive income – actuarial 
gain - - 9,446 9,446

Balance – December 31, 2018 200,345 (26,497) (124,784) 49,064

Balance – January 1, 2017 200,345 (57,133) (148,278) (5,066)

Net income - 16,373 - 16,373
Other comprehensive income – actuarial 
gain - - 14,048 14,048

Balance – December 31, 2017 200,345 (40,760) (134,230) 25,355



Brewers Retail Inc. 
Statement of Cash Flows 
For the year ended December 31, 2018 

(in thousands of Canadian dollars) 

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

2018
$

2017
$

Cash provided by (used in)

Operating activities
Net income 14,484 16,373
Add (deduct) non-cash items:

Depreciation and amortization (notes 8 and 9) 21,663 20,611
Deferred income taxes (notes 15 and 16) (1,990) 2,420
Gain on disposal of property, plant and equipment (note 8) (29,916) (24,021)
Other benefits expenses (note 14) 4,846 472
Defined benefit plan expenses (note 14) 12,944 17,735

Other benefits contributions (note 14) (4,658) (3,952)
Defined benefit plan contributions (note 14) (29,830) (25,910)
Change in non-cash operating working capital items (note 19) 4,074 1,068

(8,383) 4,796

Investing activities
Purchase of property, plant and equipment and intangible assets  
(notes 8, 9 and 19) (47,679) (37,747)
Proceeds from sale of property, plant and equipment (note 8) 51,669 28,481

3,990 (9,266)

Financing activities
Bank indebtedness (note 10) 1,000 9,000
Finance lease (note 13) 11,268 -

12,268 9,000

Increase in cash and cash equivalents during the year 7,875 4,530

Cash and cash equivalents – Beginning of year 47,985 43,455

Cash and cash equivalents – End of year 55,860 47,985



Brewers Retail Inc. 
Notes to Financial Statements 
December 31, 2018 

(in thousands of Canadian dollars) 

(1)

1 Description of business 

As at December 31, 2018, Brewers Retail Inc. (the Company) was owned by 33 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 (MFA) with the Government 

of Ontario effective January 1, 2016. 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.  

The Company is governed by a Board of Directors. The Board of Directors is comprised of 15 members, 11 of 

whom are representatives of the First Equity Shareholders and four of whom are independent directors. 

2 Basis of preparation  

The financial statements have been prepared in accordance with International Financial Reporting Standards 

(IFRS), as issued by the International Accounting Standards Board (IASB). The financial statements have been 

presented in Canadian dollars, the Company’s functional currency. The audited financial statements were 

approved by the Board of Directors on March 7, 2019.  

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 on a historical cost basis, unless otherwise indicated. 

Foreign currency translation 

Foreign currency transactions are translated into the functional currency using the exchange rate prevailing on 

the date of the transaction 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 income. 



Brewers Retail Inc. 
Notes to Financial Statements 
December 31, 2018 

(in thousands of Canadian dollars) 

(2)

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 income. 

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

subsequently measured at amortized cost, 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 subsequently measured at amortized cost, fair value 

through other comprehensive income or fair value through profit or loss. 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. 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. 

 Financial assets subsequently measured at amortized cost 

Financial assets subsequently measured at amortized cost are instruments in which the financial asset is 

held with the objective of collecting contractual cash flows and the contractual terms of the financial asset 

give rise on specified dates to cash flows that are solely payments of principal and interest on the principal 

amount outstanding. They are included in current assets, except for those with maturities greater than 

12 months after the end of the reporting period, which are classified as non-current assets. Trade 

receivables and empties deposits are measured at amortized cost. 



Brewers Retail Inc. 
Notes to Financial Statements 
December 31, 2018 

(in thousands of Canadian dollars) 

(3)

 Financial liabilities measured at amortized cost 

Financial liabilities measured at amortized cost are non-derivative financial liabilities. Trade and other 

payables and borrowings are classified as financial liabilities measured at amortized cost. 

Impairment of financial assets 

The Company recognizes a loss allowance for the expected credit losses on financial assets measured at 

amortized cost. 

In accordance with IFRS 9, Financial Instruments (IFRS 9), the Company uses the simplified approach for 

trade receivables. For trade receivables and contract assets without a significant financing component, the 

Company measures the loss allowance at an amount equal to lifetime expected credit losses.  

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 and services provided in the ordinary course 

of business. If collection is expected in one year or less, they are classified as current assets. 

Trade receivables are initially recognized at their transaction cost and subsequently measured at amortized cost 

using the effective interest method, less provision for impairment. The carrying value of accounts receivable 

approximates its fair value because of the short-term nature of this financial asset. Impairment of this financial 

asset is included within operating expenses in the statement of operations and comprehensive income.  

Empties deposits 

Empties deposits represent the deposit value of returned empty alcoholic beverage containers. 

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 current assets 

Included in other current assets are prepaid expenses. 



Brewers Retail Inc. 
Notes to Financial Statements 
December 31, 2018 

(in thousands of Canadian dollars) 

(4)

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 included in the statement of operations and comprehensive 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. 

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 assets under construction 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
Leasehold improvements over term of lease
Machinery, equipment and fixtures 3 – 20 years 
Containers, kegs and pallets 4 – 20 years
Assets under finance lease over term of lease

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. 



Brewers Retail Inc. 
Notes to Financial Statements 
December 31, 2018 

(in thousands of Canadian dollars) 

(5)

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 15 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 and overhead 

directly attributed to development of the asset. 

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. 

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 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. 

Trade and other payables 

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

ordinary course of business from suppliers, amounts collected on behalf of brewers and amounts owing to the 

liquor board for the procurement of foreign beer. 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.  



Brewers Retail Inc. 
Notes to Financial Statements 
December 31, 2018 

(in thousands of Canadian dollars) 

(6)

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. 

Sale leaseback 

A sale and leaseback transaction involves the sale of an asset and the leasing back of the same asset. If a sale 

and leaseback transaction results in a finance lease for the Company, any excess of sales proceeds over the 

carrying amount is recognized as deferred revenue and amortized over the term of the new lease. Any profit or 

loss in a sale and leaseback transaction resulting in an operating lease that is transacted at fair value is 

recognized immediately. If the sale price is above fair value, the excess over fair value is deferred and amortized 

over the term of the new lease. 

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 income, except to the extent that they relate to items recognized 

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

estate, are included in occupancy 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. 

 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, when the deferred income 

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

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



Brewers Retail Inc. 
Notes to Financial Statements 
December 31, 2018 

(in thousands of Canadian dollars) 

(7)

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. 

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 other comprehensive income (loss). 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 other 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 



Brewers Retail Inc. 
Notes to Financial Statements 
December 31, 2018 

(in thousands of Canadian dollars) 

(8)

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 

achievement of specified performance measures determined by the Board of Directors. 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 involuntarily, 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. 

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. 

Finance income and expense 

Finance income and expense include interest income, interest expense, credit and debit card charges, banking 

fees and foreign currency gains and losses on financial assets and financial liabilities. 

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

Revenue 

Adoption

In May 2014, the IASB issued IFRS 15, Revenue from Contracts with Customers (IFRS 15), which provides 

a comprehensive framework for recognition, measurement and disclosure of revenue from contracts with 

customers, excluding contracts within the scope of the standards on leases, insurance contracts and 

financial instruments. The Company adopted IFRS 15, as of January 1, 2018 using a modified retrospective 

approach. The application of IFRS 15 did not result in any adjustment to the Company’s financial 

statements. 

The Company’s revenue can be broken into two major categories: service charges and other revenues. 

These two categories can be further disaggregated into the major streams shown in note 5. 



Brewers Retail Inc. 
Notes to Financial Statements 
December 31, 2018 

(in thousands of Canadian dollars) 

(9)

Service charges 

Service charge revenue is earned through the provision of basic and elected services. Basic service charges 

are earned based on the volume of products sold throughout the province of Ontario to home consumers 

and licensees at rates determined annually. Elected service charge revenue includes fees related to the 

handling of empty containers, delivery of product to third party partners and promotional services. 

Other revenues 

 Related products

The Company earns revenue on the sale of beer related products sold in store such as ice, Beer Store 

merchandise, etc. 

 Draught services 

There are three main types of draught services revenue: equipment supply, installation services and 

prepaid line cleaning. 

Draught services purchases and sells draught services equipment to home consumers, licensees and 

brewers.   

Draught services also provides custom installation services that are performed for licensees and brewers. 

Installations encompass all types of service-based projects that are completed over time. Typically, these 

projects include some form of draught tower installation or repairs and maintenance. Highly customized 

work or tower prototypes may be associated with more detailed contract documents.  

Prepaid line cleaning represents services provided to maintain draught lines within customer draught 

equipment. Line cleaning can be prepaid by customers via prepaid line cleaning vouchers for services that 

may span from a single line cleaning instance upwards of up to 18 months. 

 Recycling 

The Company earns revenue through the sale and delivery of used alcoholic beverage cans and secondary 

packaging to a third party recycler. The Company also earns a fee as the exclusive coordinator, collector, 

sorter and recycler of alcoholic non-beer beverage containers in the province of Ontario. 



Brewers Retail Inc. 
Notes to Financial Statements 
December 31, 2018 

(in thousands of Canadian dollars) 

(10)

Performance obligations

The Company records revenue from contracts with customers in accordance with the five steps in IFRS 15 

as follows: 

i) identify the contract with a customer; 

ii) identify the performance obligations in the contract; 

iii) determine the transaction price, which is the total consideration provided by the customer; 

iv) allocate the transaction price among the performance obligations in the contract based on their 

relative fair values; and 

v) recognize revenue when the relevant criteria are met for each unit. 

Revenue for each performance obligation is recognized either over time or at a point in time. For 

performance obligations satisfied over time, revenue is recognized as services are provided. Revenue for 

performance obligations satisfied at a point in time is recognized when control of the item transfers to the 

customer. 

Below are outlined the nature of various performance obligations in the Company’s contracts with 

customers and the timing of the satisfaction of the performance obligation. 

Performance obligations from contracts with
customers 

Timing of satisfaction of the 
performance obligation 

Basic service charges
Basic services as outlined in the user agreement with 
brewers 

Over time as the service is provided

Elected service charges
Delivery of product to third party partners At the point of delivery
Provision of a listing for beer products in stores Over time as the service is provided
Collection and sorting of empty beer bottles and cans Upon collection of empty beer containers
Provision of retail space for displaying brewer 
advertising as well as administering sampling program 
on behalf of brewers 

As the space/tasting is provided

Transfer of beer from distribution centre/retail store to 
retail store 

Upon transfer

Other revenues
Sale of ice and related products At the point of sale
Preparation of used alcoholic beverage cans for 
commodity sale and delivery to a third party 

At the point of shipment

Act as exclusive coordinator, collector, sorter and 
recycler of alcoholic, empty non-beer beverage 
containers in the province of Ontario 

Over time as the service is provided

Draught line cleaning services As the line cleaning has been performed
Draught services installation projects At completion of the project
Supply draught services products At the point of sale
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The Company bills its customers for revenue earned at the time the performance obligation has been 

satisfied with payment due within 0–30 days upon billing, with the exception of draught services 

installation projects. Draught services installation projects are progress billed and paid in accordance to 

terms agreed upon with the customer. 

Although there are no significant judgments in determining the performance obligation or when it has 

been met for any of the Company’s revenue streams, the difference, if any, between total revenue collected 

and cash expenditures incurred is allocated among the brewers in accordance with the terms of the 

Company’s Shareholders’ Agreement and recorded as an adjustment to service charges revenue. This is 

determined by the end of the reporting period; thus, there is no variable consideration for service fee 

revenue. 

Further, the only revenue stream requiring some judgment when it comes to determining when the 

performance obligation has been met is draught services. The Company will recognize those performance 

obligations as part of any draught services contract and only recognize revenue to the extent the 

obligations have been met. At the end of the reporting period, the Company estimates the status of projects 

based on the work performed relative to the total work required. 

Contract assets and liabilities 

The Company records a contract asset if it has provided goods and services to a customer but its right to 

related consideration for the performance obligation is conditional on satisfying other performance 

obligations. Contract assets would relate to draught services projects.  

The Company records a contract liability when it receives payment from a customer in advance of 

providing goods and services. This is generally limited to draught services projects and draught services 

prepaid line cleanings.  

Standards adopted in the current year  

IFRS 9 and IFRS 15 were been adopted on January 1, 2018 using a modified retrospective approach. All 

requirements of the new standards have been reflected in the applicable values in the financial statements and 

throughout the accompanying notes. 

Standards issued to be adopted at a later date  

In January 2016, the IASB issued the final publication of IFRS 16, Leases (IFRS 16), which is to replace the 

current International Accounting Standard 17 (IAS 17) lease accounting standard and related interpretations. 

IFRS 16 is required to be adopted either retrospectively or by recognizing the cumulative effect of initially 

applying IFRS 16 as an adjustment to opening equity at the date of initial application. The standard provides a 

single lessee accounting model, requiring lessees to recognize assets and liabilities for all contracts conveying 

the right to control use of an identified asset for a period of time, unless the lease term is 12 months or less, or 

the underlying asset has a low value. 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. Under IFRS 16, lessors continue to classify leases as operating or finance, with the 
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approach under IFRS 16 substantially unchanged from the current IAS 17 lease accounting standard and related 

interpretations. IFRS 16 is effective for fiscal years beginning on or after January 1, 2019 with earlier adoption 

permitted if IFRS 15 has also been adopted. The Company will adopt the standard on a modified retrospective 

basis, when required in accordance with IFRS 16, not earlier. The Company continues to finalize its approach 

on the use of the optional practical expedients.  

Although the Company is still in the process of assessing the potential impact of IFRS 16, it expects this 

standard will have a material impact on its financial statements given the current operating lease commitments 

held under IAS 17 as a lessee. New assets and liabilities will be recognized on the balance sheet for the 

Company’s operating property and equipment leases. In the statement of operations and comprehensive 

income, the Company will replace the current straight-line lease expense recognized in operating expenses with 

depreciation for right-of-use assets and finance expense on lease liabilities. The presentation of lease related 

cash flows on the statement of cash flows will also change, with no change to the amount of cash exchanged as 

part of the underlying lease transaction.  

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, including medical cost trends, mortality rates and future salary increases, are based on 

management’s best estimates under consideration of expert advice from independent actuaries. 
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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 income 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 

income 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 

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 Revenue 

All amounts relating to revenue in the statement of operations and comprehensive income are from contracts 
with customers. 

Disaggregation of revenue from contracts with customers 

The Company derives revenue from the transfer of goods and services over time and at a point in time in the 

following major streams: 
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2018 
$  

2017 
$ 

Basic services  247,987   243,900 
Elected services 73,164  87,635 

 321,151   331,535 

Related products 5,507  5,423 
Draught services  12,573  13,398 
Recycling 75,242   66,485 
All other segments  4,417  2,607 

97,739  87,913 

 418,890   419,448 

The Company has recognized the following revenue-related contract liabilities: 

2018 
$  

2017 
$ 

Contract liability – Draught services contracts 708  1,128 

The following table shows how much of the revenue recognized in the current reporting period relates to 

carried-forward draught services contract liabilities. 

2018 
$  

2017 
$ 

Revenue recognized that was included in the contract liability 
balance at the beginning of the period 

Draught services contracts 522  143 

6 Trade receivables 

Under IFRS 9, the loss allowance for trade receivables must be calculated using the expected lifetime credit loss 

model and recorded at the time of initial recognition. A portion of the Company’s trade receivables required an 

incremental loss allowance in order to comply with the requirements of IFRS 9. As a result, the Company 

recognized a $221 decrease to trade and other receivables and a corresponding decrease to retained earnings 

within shareholders’ equity (deficit) effective January 1, 2018. There is no significant effect on the carrying 

value of the Company’s other financial instruments under IFRS 9 related to this new requirement. 

2018 
$

2017 
$

Trade receivables 57,815 55,296
Provision for impairment (1,212) (876)*

56,603 54,420
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The following table summarizes the changes in the provision for impairment of trade receivables as a result of 

the transition to IFRS 9 to capture the expected lifetime credit loss model: 

2018
$

2017*
$

Opening balance – January 1 (IAS 39) 876 307
Amounts restated through opening retained earnings/deficit 221 -

Opening balance – January 1 (IFRS 9) 1,097 307
Provision for impairment 243 742
Utilization of impairment provision (128) (173)

Closing balance – December 31 (IFRS 9) 1,212 876

*Amounts follow the 12-month specific credit loss model under IAS 39, Financial Instruments: Recognition and 

Measurement and have not been restated under IFRS 9. 

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

financial conditions of the customer and other relevant information. 

The impairment charge on receivables is included in operating expenses in the statement of operations and 

comprehensive income. 

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. 

Brewer consignment receivable 

On April 23, 2018, the Company transitioned to a consignment inventory model for domestic beer. As a result, 

the brewers were required to purchase their domestic inventory back from the Company. In order to provide 

some cash flow relief to the brewers, the Company agreed to finance the inventory repurchase by the brewers. 

As a result of the agreement with the brewers, the Company has recorded a financial asset that has been 

measured at amortized cost.  

The repayment schedule for each of the brewers differs and is based on their inventory turnover. 

These receivables are structured to provide amortization periods and due dates which scale to the repayment 

ability of the brewer based on cash flows from their sale of domestic beer through the Company. As a result, 

expected lifetime credit losses on the brewer consignment receivable are estimated to be nil. 
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7 Inventories 

2018 
$

2017 
$

Beer 17,507 144,819
Dispensing equipment 4,802 4,372
Other 525 581

22,834 149,772

On April 23, 2018, the Company transitioned to a consignment inventory model for domestic beer. As a result, 

the 2018 balance includes only foreign beer inventory. 

An inventory provision of $31 (2017 – $26) has been recorded, with the corresponding loss of $5 (2017 – $12 

recovery) included in the statement of operations and comprehensive income. 
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8 Property, plant and equipment 

2018

Land 
$

Building 
$

Leasehold 
 improvements 

$

Machinery, 
 equipment 

 and fixtures 
$

Containers, 
 kegs and 

pallets 
$

Assets 
 under 

construction 
$

Assets
 under 

 finance 
 lease 

$
Total 

$

Cost:
Opening balance – January 1 5,076 91,837 63,409 52,168 22,503 7,322 - 242,315 

Additions - 1,003 2,115 1,779 1,820 9,884 11,268 27,869 
Transfers - 365 3,145 6,455 3,064 (13,742) - (713)
Disposals (690) (18,458) (5,531) (4,689) (4,643) - - (34,011)

Closing balance –
December 31 4,386 74,747 63,138 55,713 22,744 3,464 11,268 235,460 

Accumulated depreciation:
Opening balance – January 1 - 45,830 30,539 24,392 11,104 - - 111,865 

Depreciation - 2,501 6,081 6,773 4,690 - - 20,045 
Transfers - (5) 2 3 - - - -
Disposals - (9,606) (5,239) (4,213) (4,642) - - (23,700)

Closing balance – December 31 - 38,720 31,383 26,955 11,152 - - 108,210 

Net book value 4,386 36,027 31,755 28,758 11,592 3,464 11,268 127,250 
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2017

Land 
$

Building 
$

Leasehold 
 improvements 

$

Machinery, 
 equipment 

 and fixtures 
$

Containers, 
 kegs and 

pallets 
$

Assets 
 under 

construction 
$

Assets
 under 

 finance 
 lease 

$
Total 

$

Cost:
Opening balance – January 1 5,772 96,368 61,624 51,318 16,955 1,217 - 233,254 

Additions - 1,099 1,244 2,590 4,564 14,308 - 23,805 
Transfers - 347 3,917 2,955 984 (8,203) - -
Disposals (696) (5,977) (3,376) (4,695) - - - (14,744)

Closing balance – December 31 5,076 91,837 63,409 52,168 22,503 7,322 - 242,315 

Accumulated depreciation:
Opening balance – January 1 - 45,744 27,451 22,200 6,918 - - 102,313 

Depreciation - 2,698 6,312 6,640 4,186 - - 19,836 
Transfers - - - - - - - -
Disposals - (2,612) (3,224) (4,448) - - - (10,284)

Closing balance – December 31 - 45,830 30,539 24,392 11,104 - - 111,865 

Net book value 5,076 46,007 32,870 27,776 11,399 7,322 - 130,450 

The Company disposed of assets with a net carrying value of $10,311 (2017 – $4,460) for net proceeds of $51,669 (2017 – $28,481) and recognized a 

gain on sale in the current year’s net income of $29,916 (2017 – $24,021), with the remaining gain of $11,442 (2017 – $nil) to be deferred and 

recognized in future years. Included in the disposed assets were real estate properties the Company sold to support its capital expenditures as required 

by the MFA. See note 20 for additional information. During the year the Company completed 14 sale leaseback transactions, resulting in nine operating 

leases and five finance leases. All 14 of these transactions resulted in the deferred gains presented on the balance sheet. 
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9 Intangible assets 

2018 

Software 
$  

Assets under
construction 

$  
Total 

$ 

Cost: 
Opening balance – January 1  4,985   35,674 40,659 
Additions 350   17,184 17,534 
Transfers  26,161  (25,448) 713 
Disposals (181) -   (181)

Closing balance – December 31  31,315   27,410 58,725 

Accumulated amortization: 
Opening balance – January 1  1,614  -  1,614 
Amortization  1,618  -  1,618 
Transfers -  -   - 
Disposals  (181) -  (181)

Closing balance – December 31  3,051  -  3,051 

Net book value   28,264   27,410 55,674 

2017

Software 
$  

Assets under 
construction 

$  
Total 

$ 

Cost: 
Opening balance – January 1  4,579  20,559 25,138 
Additions 264  15,756 16,020 
Disposals (499) -  (499)
Transfers 641 (641) - 

Closing balance – December 31  4,985  35,674 40,659 

Accumulated amortization: 
Opening balance – January 1  1,338 -  1,338 
Amortization 775 -   775 
Transfers -   -  -  
Disposals  (499) -  (499)

Closing balance – December 31  1,614 -  1,614 

Net book value   3,371  35,674  39,045 



Brewers Retail Inc. 
Notes to Financial Statements 
December 31, 2018 

(in thousands of Canadian dollars) 

(20)

10 Bank indebtedness 

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

collateralized by shareholder support agreements from Molson Canada 2005 and Labatt Brewing Company 

Limited. 

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

prime rates plus 0.80%, or CDOR plus 0.80%, dependent on the type of borrowing employed. The Company 

may also choose to issue letters of credit that bear interest at 0.80%. The unused residual of the $150 million 

credit facility is subject to a standby charge of 0.17%.  

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. 

11 Trade and other payables and provisions 

Trade and other payables  

2018 
$  

2017 
$ 

Owner brewers 41,236  160,298 
Other brewers and liquor board 32,200  31,610 
Other payables  56,609  66,821 
Accrued liabilities 39,782  35,411 

169,827  294,140 

Provisions included in accrued liabilities 

2018 
$  

2017 
$ 

Opening balance – January 1 12  96 
Additional provision 993  451 
Utilization of provision (493) (535)

Closing balance – December 31 512  12 

12 Financial risk management 

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

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

 Cash and cash equivalents are measured at amortized cost. 

 Accounts receivable and other financial assets – 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 their transaction price. After initial recognition, accounts receivable are measured at 

amortized cost using the effective interest method less a loss provision taking into account expected 

lifetime credit losses. The carrying value of accounts receivable approximates its fair value due to its short-

term nature. Other financial assets include empties deposits and brewer consignment receivable. During 

the year, the Company transitioned to a consignment inventory model. As a result of the move to 

consignment the Company agreed to finance the inventory repurchase by the brewers. Consequently, the 

Company has recorded a financial asset that has been measured at amortized cost. Empties deposits are 

also measured at amortized cost. 

 Accounts payable and accrued liabilities, like other financial liabilities, are measured at amortized cost. 

Accounts payable are initially recognized at their transaction price. Subsequently, these liabilities are 

measured at amortized cost using the effective interest method. Accounts payable and accrued liabilities 

are classified as current liabilities if payment is due within 12 months. The carrying value of accounts 

payable and accrued liabilities generally approximate their fair value due to their short-term nature. 

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 expected lifetime credit losses. The loss provision for expected lifetime credit losses is estimated based on 

past experience, specific risks associated with the customer and other relevant information. 

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. 
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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. 

13 Finance lease 

During the year, the Company completed the sale and subsequent leaseback of some its retail store locations. 

The Company entered into five finance leases as a result of sale leaseback transactions during the year. The 

finance leases entered into are all for a 15-year term with rent escalations throughout their term. The rent 

escalations as well as any renewal or terminations were considered in the determination of the lease liability 

value. 

2018  2017 

Total future 
minimum 

lease 
payments 

$ 

Present 
value of 

minimum 
lease 

payments 
$ 

Total future 
minimum 

lease 
payments 

$ 

Present 
value of 

minimum 
lease 

payments 
$ 

No later than 1 year  1,051  1,018 - - 
Later than 1 year and no later 

than 5 years 
 4,405  3,630 - 

- 
Later than 5 years  12,618  6,620 - - 

 18,074  11,268 - - 

14 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, 2017, and the next 

valuation is not required until January 1, 2020. 
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A summary of the balance sheet’s position and statement of operations and comprehensive income charges is as 
follows: 

a) Balance sheet 

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

2018 2017

Defined
benefit 

pension 
plans 

$

Other 
benefit 

plans 
$

Defined
benefit 

pension 
plans 

$

Other 
benefit 

plans 
$

Present value of obligations (896,859) (53,711) (923,068) (52,594)
Fair value of plan assets 869,243 - 864,791 -

(27,616) (53,711) (58,277) (52,594)

b) Statement of operations and comprehensive income  

2018 
$  

2017 
$ 

Defined benefit pension plans 831  2,526 
Defined contribution pension plans (4,913) (4,366)
Other benefit plans (5,775) (1,615)

(9,857) (3,455)

The amounts recognized in benefit expense on the statement of operations and comprehensive income are 
as follows: 

2018 2017

Defined
benefit 

pension 
plans 

$

Other 
benefit 

plans 
$

Defined
benefit 

pension 
plans 

$

Other 
benefit 

plans 
$

Service cost 9,849 5,289 11,628 5,533
Administrative cost 806 - 636 -
Finance cost 1,493 1,891 3,125 2,027
Settlements - - - -
Past service costs – plan 
amendments 796 - 2,346 -
Immediate recognition of actuarial 
(gains) losses - (2,334) - (7,088)

12,944 4,846 17,735 472
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The amounts recognized in actuarial gains (losses) on the statement of operations and comprehensive 

income are as follows: 

2018 2017

Defined
benefit 

pension 
plans 

$

Other 
benefit 

plans 
$

Defined
benefit 

pension 
plans 

$

Other 
benefit 

plans 
$

Actuarial gains and (losses) (30,787) 929 9,188 1,143
Return on plan assets less (greater
than discount rate 17,012 - (29,449) -

(13,775) 929 (20,261) 1,143

c) The movement in the benefit obligations over the year is as follows: 

2018 2017

Defined
benefit 

pension 
plans 

$

Other 
benefit 

plans 
$

Defined
benefit 

pension 
plans 

$

Other 
benefit 

plans 
$

As at January 1 923,068 52,594 903,174 54,931
Current service cost 9,849 5,289 11,628 5,533
Interest cost 33,029 1,891 35,148 2,027
Actuarial (gains) losses (30,787) 929 9,188 1,143
Benefits paid (39,096) (4,658) (38,416) (3,952)
Settlements - - - -
Past service costs – plan
amendments 796 - 2,346 -
Immediate recognition of actuarial
(gains) losses - (2,334) - (7,088)

As at December 31 896,859 53,711 923,068 52,594
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d) The movement in the fair value of the plan assets over each year is as follows: 

2018 2017

Defined
benefit 

pension 
plans 

$

Other 
benefit 

plans 
$

Defined
benefit 

pension 
plans 

$

Other 
benefit 

plans 
$

As at January 1 864,791 - 816,461 -
Actual return on plan assets 13,718 - 60,836 -
Employer contributions 29,830 4,658 25,910 3,952
Benefits paid (39,096) (4,658) (38,416) (3,952)

As at December 31 869,243 - 864,791 -

The following table shows the allocation of post-employment benefit plan assets as at December 31, 2018 

and 2017: 

2018 2017

Salary 
%

Bargaining
unit 

%
Salary 

%

Bargaining
unit 

%

Equity instruments 39 29 38 38
Debt instruments 61 71 62 62

100 100 100 100

e) Significant assumptions: 

2018
%

2017
%

Discount rate
Salary pension plan 3.85 3.61
Bargaining unit pension plan 3.92 3.69
Post-retirement benefits 3.89 3.64
Long-term disability 3.33 3.02

Future salary increases 2.00 2.00
Medical trend rate 5.00 5.00

f) Estimated contributions to future benefit plans in 2019: 

$

Defined benefit plans 28,799
Defined contribution plans 5,495
Other benefit plans 4,614



Brewers Retail Inc. 
Notes to Financial Statements 
December 31, 2018 

(in thousands of Canadian dollars) 

(26)

g) Sensitivity analysis: 

The table below shows the impact on the present value of the obligation as at December 31, 2018 for 

changes in the key assumptions. 

Defined benefit
pension plans Other benefit plans

Change in assumption Increase
$

Decrease
$

Increase
$

Decrease
$

Discount rate (1%) (111,466) 140,173 (4,973) 6,000
Mortality rate (increase of 1 year in
life expectancy) 24,382 - 932 -
Trend rate (1%) - - 3,381 (2,944)

15 Deferred income taxes 

Deferred income tax assets and liabilities 

2018 

Balance – 
Beginning 

of year 
$  

Recognized 
in net 

income 
$  

Recognized
in other 

comprehensive 
income (loss) 

$  

Balance – 
End of 

year 
$ 

Employee benefits 29,381  (4,429) (3,400) 21,552 
Property, plant and equipment  11,576  (5,635) -  5,941 
Non-capital losses 5,833  8,299  -  14,132 
Corporate minimum tax 1,608  135  -  1,743 
Reserves and deferred income  2,950  3,623  -  6,573 
Other 2  (3) -  (1)

Net deferred income tax asset 
(liability) 51,350  1,990  (3,400) 49,940 
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2017 

Balance – 
Beginning 

of year 
$  

Recognized 
in net 

income 
$  

Recognized 
in other 

comprehensive 
income (loss) 

$  

Balance – 
End of 

year 
$ 

Employee benefits  37,536  (3,085) (5,070) 29,381 
Property, plant and equipment   12,355  (779) -  11,576 
Non-capital losses  5,139  694  -  5,833 
Corporate minimum tax  1,641  (33) -  1,608 
Reserves and deferred income   2,162  788  -  2,950 
Other  7  (5) -  2 

Net deferred income tax asset 
(liability) 58,840  (2,420) (5,070) 51,350 

16 Income tax expense 

2018 
$  

2017 
$ 

Current income tax expense 
Current year 618  793 
Adjustment from prior year (485) (839)

133  (46)

Deferred income tax expense 
Origination and reversal of temporary differences (1,990) 2,420 

Income tax (recovery) expense (1,857) 2,374 

Reconciliation of income tax expense 

2018 
$  

2017 
$ 

Income before income taxes based on tax rate of 26.5% 2,659  4,968 
Adjustments resulting from  

Permanent differences (3,380) (3,325)
Other (1,136) 731 

(1,857) 2,374 
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17 Share capital 

Authorized 

Unlimited First Equity Shares, with each series consisting of 100 shares  

Up to 10,000 Second Equity Shares 

Issued and outstanding 

2018 
$

2017 
$

3,300 (2017 – 3,400) First Equity Shares 3 3
10,000 (2017 – 10,000) Second Equity Shares 200,342 200,342

200,345 200,345

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

shares and carry the right to vote and to receive dividends. First Equity Shareholders 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 First Equity 

Shareholders 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 2018, the Company issued a 

total of 100 First Equity Shares (2017 – 400 First Equity Shares) to one qualifying Ontario brewer (2017 - four 

qualifying Ontario brewers) and redeemed a total of 200 First Equity Shares (2017 – 0 First Equity Shares) 

from two qualifying Ontario brewers (2017 – 0 qualifying Ontario brewers). 

The Second Equity Shares are allocated among Labatt Company Limited (4,492), Molson Canada 2005 (5,088) 

and Sleeman Breweries Ltd. (420). Second Equity Shareholders do not have the right to vote or to receive 

dividends but are entitled to receive any residual value on liquidation of the Company, after payment of the 

liquidation amount owed to the First Equity Shareholders.  

18 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. 
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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 10 and 20. There has been no change with respect to the overall capital risk management strategy during 

the year. 

19 Non-cash working capital 

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

2018 
$  

2017 
$ 

(Increase) in trade receivables (2,183) (4,683)
Decrease in empties deposits 849  369 
Decrease in inventories 126,938  6,685 
Decrease (increase) in other current assets 1,499  (663)
(Decrease) increase in trade and other payables and provisions (124,313) 1,438 
Add back: 
Change in unpaid property, plant and equipment and intangible 
assets included in trade and other payables and provisions 2,276  (2,078)
Change in deferred gain included in trade and other payables and 
provisions (771) - 

IFRS 9 adoption adjustment (221) - 

4,074  1,068 

20 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: 

2018 
$  

2017 
$ 

No later than 1 year 67,342  61,039 
Later than 1 year and no later than 5 years 190,446  173,187 
Later than 5 years 202,534  170,784 

460,322  405,010 

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 



Brewers Retail Inc. 
Notes to Financial Statements 
December 31, 2018 

(in thousands of Canadian dollars) 

(30)

stores. Between 2015 and 2018, total capital spending (including amounts in trade and other payables and 

provisions) amounted to $135,872, of which $96,354 relates to retail stores, satisfying the requirements in the 

MFA. 

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 in 

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. On March 15, 2018, the 

Justice dismissed the plaintiffs’ action against the Company in its entirety. The plaintiffs have appealed the 

decision, resulting in the dismissal being stayed. The Court of Appeal for Ontario heard oral arguments on 

January 28 and 29, 2019 and the outcome is pending. 

21 Related party transactions and balances 

The Company carried out transactions with related parties throughout the year in the normal course of 

operations. These transactions were recorded at the amount of consideration established and agreed to by the 

related parties, similar to arm’s length transactions. All transactions with related parties are unsecured with no 

provision for bad debt. 
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2018
$

2017
$

Service charges and other revenue – Shareholders 272,677 274,868

Operating costs charged to BDL 6,537 6,233

Trade receivables and other receivables – Shareholders 3,474 4,615

Trade receivable – BDL 844 2,386

Trade and other payables – Shareholders 41,236 160,282

Related parties in 2018 include 33 brewers (2017 – 34 brewers) holding first equity shares. 

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

Molson Canada 2005. Corporate functions including executive management of the Company are shared with 

BDL. 

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

other breweries having relationships with shareholders. These amounts are included in trade receivables and 

trade and other payables and provisions.  

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

and controlling the activities of the Company. Key management personnel include the President and four Vice 

Presidents. 

Key management personnel compensation comprises salaries and short-term benefits, post-employment 

benefits, other long-term benefits and termination benefits. The Company has elected to present key 

management personnel compensation in aggregate due to the small number of key management personnel. 

Compensation of key management personnel for 2018 is $1,931 (2017 – $1,839). 

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

compensation for the Board of Directors for 2018 is $240 (2017 – $240). 

22 Comparative figures 

Certain comparative figures have been reclassified to conform to the financial statement presentation adopted 

in the current year. 


