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Dear Shareholders,
I am pleased to present the ﬁnancial results for the second quarter of ﬁscal 2018.
Recent months have been characterized by cool, wet weather, which served to push total Ontario beer volume 8% lower
vs. prior year. Against that backdrop, our ability to grow our branded volume is noteworthy. Laker achieved 8% volume growth
in the quarter, while Waterloo was up 16%. The LandShark® and Margaritaville® family grew 29%, with the Margaritaville®
cooler launch in the LCBO very well received by consumers.
Margins were pressured in the quarter due to increases in fees at The Beer Store, federal excise and Ontario beer tax, as well as
product mix, with a shift in mix towards co-pack volumes. Co-pack is a key part of our business model. Co-pack volume allows us
to utilize available capacity to generate incremental returns, as well as serving to diversify the business model. Co-pack revenue in
the quarter grew by 24%, to $3.2 million
During the quarter Brick recorded one-time cost of $381 thousand ($700 thousand year-to-date). These costs are associated with
the Formosa exit, primarily severance costs. Brick’s board of directors has also re-aﬃrmed the quarterly dividend, at $0.016/share.
The dividend is payable October 24, 2017 to shareholders of record as of October 10, 2017.
With the recent completion of the Kitchener expansion project, we are now able to realize the optimum operating footprint –
a single source, highly eﬃcient facility with full capabilities. The project was completed on time and on budget. The expansion
coupled with the move from two sites to one will generate annual recurring savings of $600 thousand. In addition, the sale of the
Formosa facility was ﬁnalized and the transaction closed on September 6, 2017. The strength of our brands, the diversity we enjoy
as a result of our co-pack business, along with the optimized footprint positions us well to compete in the future. We are committed
to continuing to grow our business. This is our priority in the second half of ﬁscal 2018.

Yours truly,

George H. Croft
President and CEO, Brick Brewing Co. Limited
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MANAGEMENT’S DISCUSSION AND ANALYSIS
The following management’s discussion and analysis (“MD&A”) provides a review of the activities, results of operations
and financial condition of Brick Brewing Co. Limited (“Brick” or the “Company”) for the quarterly period ended July 30,
2017 (“the second quarter of fiscal 2018”) in comparison with the quarterly period ended July 31, 2016 (“the second
quarter of fiscal 2017”). This MD&A should be read in conjunction with: (i) the Company’s unaudited condensed interim
financial statements for the second quarters of fiscal 2018 and 2017 and the notes thereto, which have been prepared in
accordance with International Financial Reporting Standards (“IFRS”); and (ii) the annual report of the Company for the
year ended January 31, 2017, including the sections on risks and uncertainties within the MD&A for fiscal 2017. The
interim financial statements for the second quarter of fiscal 2018 have not been audited or reviewed by the Company’s
auditors, KPMG LLP. This MD&A has been prepared as of September 7, 2017. Additional information relating to the
Company, including its annual information form, is available at www.sedar.com or in the investor relations section of the
Company’s website at www.brickbeer.com.
FORWARD-LOOKING STATEMENTS
Except for the historical information contained herein, the discussion in this MD&A contains certain forward-looking
statements that involve risks and uncertainties, such as statements of the Company’s plans, objectives, strategies,
expectations and intentions and include, for example, statements concerning expected volumes, earnings before interest,
taxes, depreciation and amortization and share based payments (“EBITDA*”), operating efficiencies, costs and completion
of the Kitchener facility expansion and the sale of the Formosa facility. Forward-looking statements generally can be
identified by the use of forward-looking terminology such as “may”, “will”, “expect”, “intend”, “anticipate”, “seek”,
“plan”, “believe” or “continue” or the negatives of these terms or variations of them or similar terminology. Although the
Company believes that the expectations and assumptions reflected in these forward-looking statements are reasonable,
undue reliance should not be placed on these forward-looking statements. These forward-looking statements are not
guarantees and reflect the Company’s views as of September 7, 2017 with respect to future events. Future events are
subject to certain risks, uncertainties and assumptions, which may cause actual performance and financial results to differ
materially from such forward-looking statements. The forward-looking statements, including statements regarding
expected volumes, EBITDA*, operating efficiencies and costs are based on, among other things, the following material
factors and assumptions: sales volumes in the fiscal year ending January 31, 2018 (“fiscal 2018”) will increase; no material
changes in consumer preferences; brewing, blending, and packaging efficiencies will improve; the cost of input materials
for brewing, blending, and packaging will increase; competitive activity from other manufacturers will continue; no
material change to the regulatory environment in which the Company operates and no material supply, cost or quality
control issues with the Company’s vendors. Readers are urged to consider the foregoing factors and assumptions when
reading the forward-looking statements in this MD&A. For more information regarding the risks, uncertainties and
assumptions that could cause the Company’s actual financial results to differ from the forward-looking statements,
readers should also refer to the remainder of the discussion in this MD&A, the Company’s annual information form and
various other public filings as and when released by the Company. The forward-looking statements included in this MD&A
are made only as of September 7, 2017 and, except as required by applicable securities laws, the Company does not
undertake to publicly update such forward-looking statements to reflect new information, future events or otherwise.
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DESCRIPTION OF THE BUSINESS
Products
The Company produces, sells, markets and distributes packaged and draft premium beer under the Waterloo brand name,
and value beer under the Laker, Red Baron, Red Cap, and Formosa brand names (collectively, the “Brick Beer Brands”).
The Company also produces, sells, markets and distributes Seagram Coolers across Canada, including vodka and malt
based coolers as well as ciders. Pursuant to an exclusive long-term licensing agreement, the Company produces, sells,
markets and distributes products under the LandShark® and Margaritaville® trademarks in Canada.
Pursuant to a co-packaging agreement with Loblaws Inc. (“Loblaws”), the Company produces, sells, markets and
distributes various beer products on behalf of Loblaws under the licensed President’s Choice® (“PC®”) trademark. The
Company produces the Mott’s Caesar brand in bottles under a contract with Canada Dry Mott’s, Inc. (“CDMI”) and also
acts as the exclusive sales agent in Ontario for CDMI. The Company also has brewing and co-packaging agreements with
other manufacturers. These customers are not separately identified, as per the terms of those agreements.

Geographic Distribution
The Company’s products are sold primarily in Ontario. The Company’s Waterloo packaged beer is also sold in Atlantic
Canada, Western Canada, and the USA. Seagram, LandShark® and Margaritaville® products are sold in Canada. Seagram
Coolers are manufactured and distributed in Quebec pursuant to a licensing agreement with Blue Spike Beverages.

Distribution Channels
In Ontario, distribution of packaged beer occurs through The Beer Store (“TBS”), Liquor Control Board of Ontario (“LCBO”),
and licensed grocery stores. Consumers can purchase the Company’s products through these channels as well as through
licensed establishments (bars and restaurants) in Ontario. Seagram Coolers are sold through the provincial liquor boards
and The Beer Store in Ontario. As of July 30, 2017, there are 281 licensed grocery stores in Ontario, with additional store
licenses expected to be granted during the balance of 2017 and 2018. The Company currently distributes Laker,
LandShark®, and Waterloo beers, as well as Seagram cider, in certain grocery stores in Ontario.

Operating Facilities
The Company’s remaining single production facility is located in Kitchener, Ontario. In fiscal 2017, the Company
announced its intention to sell the Formosa facility and consolidate operations within the Kitchener facility. On September
1, 2017, the Company announced that it reached a definitive agreement for the sale of the Formosa facility and the sale
closed in the third quarter of fiscal 2018. The Company’s head and registered office is in Kitchener, Ontario.
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SELECTED QUARTERLY INFORMATION
The following table summarizes certain unaudited quarterly financial information of the Company for each of the quarters
indicated prepared in accordance with IFRS:
Quarter Ended

(in thousands of dollars, except per share amounts)
July 30, 2017

July 31, 2016

July 26, 2015

Income Statement Data
Gross Revenue

$

30,060

$

26,685

$

21,396

Net Revenue (after production taxes and distribution fees)

$

15,904

$

14,011

$

11,037

Earnings before interest, taxes, depreciation and amortization, and
share-based payments

$

2,626

$

3,091

$

1,654

Net income

$

1,120

$

1,635

$

580

Earnings per share
Basic
Diluted

$
$

0.03
0.03

$
$

0.05
0.05

$
$

0.02
0.02

Total Assets

$

61,874

$

54,372

$

51,911

Total Term Debt and Obligation Under Finance Lease

$

12,161

$

8,491

$

8,283

Balance Sheet Data
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RESULTS OF OPERATIONS
(in thousands of dollars except per share amounts)

Gross revenue
Less: Production taxes and distribution fees
Net revenue

Quarter ended
July 30, 2017
July 31, 2016

$

30,060
14,156
15,904

$

26,685
12,674
14,011

Fiscal year-to-date ended
July 30, 2017
July 31, 2016

$

52,261
24,877
27,384

$

44,859
21,328
23,531

11,342
4,562
28.7%

8,827
5,184
37.0%

19,337
8,047
29.4%

15,015
8,516
36.2%

Selling, marketing and administration

2,691

2,708

4,809

4,589

Income before the undernoted

1,871

2,476

3,238

3,927

Other expenses

221

239

395

445

Finance costs

135

164

235

283

Income before tax

1,515

2,073

2,608

3,199

Income tax expense
Net income

395
1,120

438
1,635

701
1,907

776
2,423

Cost of sales
Gross profit

Earnings per share
Basic
Diluted

$
$

0.03
0.03

$
$

0.05
0.05

$
$

0.05
0.05

$
$

0.07
0.07

Net revenue increase

13.5%

6.0%

16.4%

25.5%

Consisting of:
Increase in owner brand net revenue
Increase in co-pack net revenue

10.8%
24.0%

3.4%
25.9%

12.3%
32.2%

21.8%
42.3%
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Reconciliation of Net Earnings to Earnings Before Interest Taxes Depreciation and Amortization, and Share Based Payments (EBITDA)*
Quarter ended
July 30, 2017
July 31, 2016

(in thousands of dollars)
$

Net income

1,120

$

1,635

Fiscal year-to-date ended
July 30, 2017
July 31, 2016
$

1,907

$

2,423

Add (deduct):
Income tax expense
Depreciation and amortization
Share-based payments
Finance costs
Subtotal

395
906
70
135
1,506

438
820
34
164
1,456

701
1,723
113
235
2,772

776
1,486
61
283
2,606

EBITDA*

2,626

3,091

4,679

5,029

NET REVENUE
Gross revenues were $30.1 million and $52.3 million for the second quarter and fiscal year-to-date periods ended July 30,
2017 compared to $26.7 million and $44.9 million in the same periods ended July 31, 2016. Net revenues for the second
quarter and fiscal year-to-date periods ended July 30, 2017 were $15.9 million and $27.4 million, respectively, compared
to $14.0 million and $23.5 million in the same periods ended July 31, 2016. Net revenues are calculated by deducting
from gross revenues the costs of distribution fees paid to TBS and provincial liquor boards and production taxes.
Gross and net revenue were impacted by the increase in branded sales volumes and by growth in co-pack revenue.
In the second quarter of fiscal 2018, the Company’s overall sales volume was approximately 71,800 hectolitres.
Quarter ended
(in hectolitres rounded to nearest 100)

Laker
Waterloo
Landshark & Margaritaville
Other Beer Brands
Seagram Coolers 1
Total Branded Volume
1

Fiscal year-to-date ended

July 30, 2017
48,300
8,400
9,200
1,400

July 31, 2016
44,700
7,200
7,000
1,600

July 30, 2017
88,600
11,800
13,900
2,400

July 31, 2016
81,100
10,600
7,900
2,700

4,500
71,800

4,000
64,500

7,600
124,300

6,900
109,200

Includes vo lume so ld under the licensed Seagram Trademark by B lue Spike B everages in Quebec.
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BRANDED VOLUMES
Branded sales volumes increased in the second quarter of fiscal 2018 by 11.3% over fiscal 2017’s second quarter sales
volumes. Volume growth of the Waterloo and Laker brands, along with the continued success of LandShark® and
Margaritaville® products were the main contributors to the volume increase. Production and sales of LandShark® and
Margaritaville® products commenced during the first quarter of fiscal 2017.
During the quarter ended July 30, 2017, the Laker family brand sales volumes increased by 8.1% over the quarter ended
July 31, 2016, despite price pressure from competitive mainstream brands. The industry beer volumes decreased by
approximately 8.4% (based on counter sales through TBS) in the second quarter of fiscal 2018 driven by a cool, wet
summer in Ontario.
Waterloo brand sales volumes increased by 16.7% in the quarter ended July 30, 2017 compared to the same quarter
ended July 31, 2016. The Company continues to support the Waterloo brands through additional marketing to raise
awareness of the Company’s craft brewing division, Waterloo Brewing. During the first quarter of fiscal 2018, the
Company unveiled a new look, identity and website for its Waterloo brand to drive further brand awareness and volume
growth.
The Company launched LandShark® and Margaritaville® products during fiscal 2017, available at TBS, LCBO, and grocery
stores in Ontario. These products generated sales volumes of approximately 9,200 hectoliters during the quarter ended
July 30, 2017, compared to 7,000 hectoliters in the quarter ended July 31, 2016.
In the quarter ended July 30, 2017, the beer volume included in the table above consisted of 26.2% in the premium beer
category which represents an increase of 11.4% from the quarter ended July 31, 2016 due to the continued success of
LandShark® Lager. The Company continues to hold less than 5% of the total market share by volume of TBS retail sales in
Ontario.
During the quarter ended July 30, 2017, sales volumes of the Seagram Coolers increased by 12.5% compared to the
quarter ended July 31, 2016. The increase is primarily due to growth in volume sold under the licensed Seagram
Trademark by Blue Spike Beverages in Quebec.

PRODUCTION TAXES & DISTRIBUTION FEES
During the second quarter of fiscal 2018, the Company’s production tax increased by 9.1% compared to second quarter of
fiscal 2017 due to the increase in sales volume of the Company’s beer brands and increases to the rate of beer and excise
taxes. Distribution fees during the second quarter of fiscal 2018 represented approximately 14.4% of gross revenues
compared to 13.7% in the same period during fiscal 2017.

COST OF SALES
Cost of sales was $11.3 million for the second quarter of fiscal 2018, an increase of $2.5 million from the second quarter of
fiscal 2017. Cost of sales represented 71.3% of net revenue in the second quarter of fiscal 2018 compared to 63.0% in the
second quarter of fiscal 2017; an increase of 8.3%. The increase is driven by volume growth, both branded and copack,
unfavourable product mix, and one time costs of approximately $0.4 million in the second quarter of fiscal 2018 ($0.7
million on a fiscal year-to-date basis) associated with the consolidation of the Company’s brewing, blending and packaging
facility in Formosa, Ontario into its Kitchener facility.

SELLING, MARKETING AND ADMINISTRATION
In the second quarter of fiscal 2018, selling, marketing and administration (“SM&A”) expenses totalled $2.7 million, which
is consistent with the second quarter of fiscal 2017. SM&A expenses have increased by $0.2 million on a year-to-date
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basis. The increase is driven by increased sales and advertising spend to support the Company’s core brands: Laker and
basis. Theas
increase
driven by and
increased
sales and advertising spend to support the Company’s core brands: Laker and
Waterloo,
well as is
LandShark®
Margaritaville®.
Waterloo, as well as LandShark® and Margaritaville®.
As a percentage of net revenue, SM&A expenses were 16.9% and 17.6% in the second quarter and fiscal year-to-date
As a percentage
net
revenue,
SM&A expenses
16.9%
and
17.6%
in the
second
quarter
and2017
fiscalended
year-to-date
period
ended Julyof30,
2017,
respectively,
comparedwere
to 19.3%
and
19.5%
in the
same
periods
of fiscal
July 31,
period ended July 30, 2017, respectively, compared to 19.3% and 19.5% in the same periods of fiscal 2017 ended July 31,
2016.
2016.

DEPRECIATION AND AMORTIZATION
DEPRECIATION AND AMORTIZATION
Total depreciation and amortization expense for the second quarter and fiscal year-to-date period ended July 30, 2017
Total$0.9
depreciation
and$1.7
amortization
expense forcompared
the second
and fiscal
year-to-date
ended
July 30,
2017
was
million and
million, respectively,
to quarter
$0.8 million
and $1.5
million inperiod
the same
periods
in fiscal
was
2017.$0.9 million and $1.7 million, respectively, compared to $0.8 million and $1.5 million in the same periods in fiscal
2017.

FINANCE COSTS
FINANCE COSTS
In the second quarter of fiscal 2018, finance costs were $0.1 million, and $0.2 million on a fiscal year-to-date basis,
In the second
quarter
ofand
fiscal
2018,
finance
$0.1
million,
andrespectively.
$0.2 million on a fiscal year-to-date basis,
compared
to $0.2
million
$0.3
million
in thecosts
samewere
periods
of fiscal
2017,
compared to $0.2 million and $0.3 million in the same periods of fiscal 2017, respectively.

INCOME TAX EXPENSE
INCOME TAX EXPENSE
In the second quarter of fiscal 2018, the Company recorded an income tax expense of $0.4 million compared to $0.4
In the second
quarterquarter
of fiscal
2018,2017.
the Company
recorded
an income
tax income
expensetax
of provision
$0.4 million
compared
to fiscal
$0.4
million
in the second
of fiscal
On a fiscal
year-to-date
basis, the
is $0.7
million in
million
in $0.8
the second
fiscal 2017. On a fiscal year-to-date basis, the income tax provision is $0.7 million in fiscal
2018
and
millionquarter
in fiscalof
2017.
2018 and $0.8 million in fiscal 2017.

NET EARNINGS
NET EARNINGS
The Company had a net income of $1.1 million in the second quarter of fiscal 2018, compared to $1.6 million in the
The Company
a net2017.
income
$1.1 million
in thebasis,
second
fiscal
compared
$1.6
million
in the
second
quarterhad
of fiscal
Onof
a fiscal
year-to-date
netquarter
income of
was
$1.92018,
million
for fiscal to
2018
and
$2.4 million
second
for
fiscalquarter
2017. of fiscal 2017. On a fiscal year-to-date basis, net income was $1.9 million for fiscal 2018 and $2.4 million
for fiscal 2017.
The basic and diluted earnings per share for the quarter and fiscal year-to-date periods ended July 30, 2017 were $0.03
The $0.05
basic and
dilutedrespectively.
earnings perThe
share
forand
thediluted
quarterearnings
and fiscal
periods
July 30,
2017 wereperiods
$0.03
and
per share
basic
peryear-to-date
share for the
quarterended
and fiscal
year-to-date
and
$0.05
respectively.
The
basic
and
diluted
earnings per share for the quarter and fiscal year-to-date periods
ended
Julyper
31, share
2016 were
$0.05 and
$0.07
per
share
respectively.
ended July 31, 2016 were $0.05 and $0.07 per share respectively.

LIQUIDITY AND CAPITAL RESOURCES
LIQUIDITY AND CAPITAL RESOURCES
FINANCIAL POSITION
FINANCIAL
POSITION
The
Company
had an operating line of credit available and term debt outstanding at July 30, 2017. As at July 30, 2017, the
The Company
an operating
line
credit available
and termThe
debt
outstanding
at July
30, 2017.toAs
30, 2017,with
the
Company
was had
in compliance
with
allofcovenants
to its lenders.
Company
expects
to continue
beatinJuly
compliance
Company
was in at
compliance
with
all covenants to its lenders. The Company expects to continue to be in compliance with
these covenants
January 31,
2018.
these covenants at January 31, 2018.
The Company has an operating line of credit which provides for a maximum of $8.0 million credit (margined against
The Company
has an
operating
of credit
which
provides
for a maximum
$8.0 plus
million
creditAt(margined
against
accounts
receivable
and
inventoryline
of the
Company)
and
bears interest
at a rate ofofprime
0.20%.
July 30, 2017,
the
accounts receivable
and inventoryofof$1.0
the million,
Company)
and bears
interest
at a rate31,
of 2017.
prime plus 0.20%. At July 30, 2017, the
Company
had bank indebtedness
compared
to nil
as at January
Company had bank indebtedness of $1.0 million, compared to nil as at January 31, 2017.
The Company has a positive working capital position of $5.8 million at July 30, 2017 compared to a positive working
The
Company
a positive
capital
position of $5.8 million at July 30, 2017 compared to a positive working
capital
positionhas
of $4.9
million working
at January
31, 2017.
capital position of $4.9 million at January 31, 2017.
Current assets of the Company were $17.8 million as of July 30, 2017 compared to $16.0 million as of January 31, 2017.
Current assets of the Company were $17.8 million as of July 30, 2017 compared to $16.0 million as of January 31, 2017.
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As of July 30, 2017, the Company had nil cash on hand compared to a balance of $2.8 million as of January 31, 2017. The
decrease is due to capital expenditures incurred in connection with the expansion of the Company’s facility in Kitchener
Ontario.
As of July 30, 2017, the Company’s balance of accounts receivable increased by $5.0 million compared to the balance as of
January 31, 2017. Inventory as of July 30, 2017 decreased by $0.9 million compared to the balance as of January 31, 2017.
The change in accounts receivable is a function of higher sales and co-pack volumes in the first half of fiscal 2018.
Property, plant and equipment increased by $6.5 million at July 30, 2017 from January 31, 2017. The balance of property,
plant and equipment included purchases of $8.1 million, $2.1 million of which were construction deposits paid in fiscal
2017. The additions were offset by depreciation of $1.6 million.
Intangible assets increased by $0.1 million at July 30, 2017 from January 31, 2017 due to the purchase of new product
listings of $0.2 million, offset by amortization of $0.1 million.
The Company’s current liabilities were $11.9 million at July 30, 2017 compared to $11.1 million at January 31, 2017, an
increase of $0.8 million. The increase is attributable to amounts payable in connection to the consolidation of the
Company’s Formosa operations with its Kitchener facility.
Deferred income tax liabilities at July 30, 2017 were $0.8 million, an increase of $0.7 million from January 31, 2017. As at
January 31, 2017, the Company had deferred income tax liabilities of $0.1 million.
At July 30, 2017, the Company had an obligation under a finance lease (including the current portion) of $4.2 million, a
decrease of $0.4 million due to principal repayments. In fiscal 2016, the Company entered into a finance lease agreement
with HSBC Bank Canada (“HSBC”) for the installation of a new state-of-the-art brew house at its Kitchener, Ontario facility.
Long-term debt (including the current portion) at July 30, 2017 increased by $4.8 million from the balance at January 31,
2017. During the quarter ended July 30, 2017, the Company received a $3.0 million term loan from HSBC. A $2.0 million
term loan was received from HSBC in the first quarter ended April 30, 2017.
As at July 30, 2017, the Company had 35,233,977 common shares and 1,052,998 stock options issued and outstanding.
Each stock option is exercisable for one common share. During the second quarter of fiscal 2018, no options were granted
pursuant to the Company’s stock option plan, 336,828 options were exercised, and 5,000 options were forfeited. On a
fiscal year-to-date basis, 480,000 options have been granted, 419,495 have been exercised, and 5,000 have been forfeited
as at July 30, 2017. During the first quarter of fiscal 2018, 115,200 shares were purchased and cancelled by the Company
under a normal course issuer bid, (“NCIB”) which expired on April 23, 2017, at a weighted average purchase price of $2.80
per share.
CASH FLOW
The Company used $0.2 million and $0.9 million through operations during the second quarter of fiscal 2018 and on a
fiscal year-to-date basis, respectively, compared to generating $1.5 million during the second quarter of fiscal 2017, and
generating $2.4 million on a fiscal year-to-date basis in the second quarter of fiscal 2017. The increase in cash used in
operating activities is due to changes in non-cash working capital.
The amount of cash used in investing activities in the second quarter of fiscal 2018 was $2.9 million ($6.1 million on a
fiscal year-to-date basis) compared to $0.5 million used in the second quarter of fiscal 2017 ($1.2 million on a fiscal yearto-date basis). The spending on property, plant and equipment in the second quarter of fiscal 2018 amounts to
approximately $2.9 million; $5.9 million fiscal year-to-date.
The amount of cash provided by financing activities in the second quarter of fiscal 2018 was $2.8 million ($4.2 million
generated on a fiscal year-to-date basis) compared to $0.4 million of cash generated in the second quarter of fiscal 2017
($0.4 million used on a fiscal year-to-date basis). In the second quarter of fiscal 2018, the Company received a $3.0 million

BRICK BREWING CO. LIMITED

BRICK BREWING CO. LIMITED · SECOND QUARTER FISCAL 2018

9

11

SECOND QUARTER FISCAL 2018

term loan from HSBC which bears interest at a rate of 3.92%. The Company paid principal payments of $0.4 million on
outstanding long-term debt and its obligation under finance lease. In the second quarter of fiscal 2018, the Company paid
$1.1 million in dividends to shareholders.
The Company has an operating line of credit with HSBC of $8.0 million which bears interest at a rate of prime plus 0.20%.
As at July 30, 2017, the Company was in compliance with the financial covenants required under the terms of the
operating line of credit. At July 30, 2017 the amount drawn on the operating line of credit was $1.0 million.
COMMITMENTS
The Company utilizes several operating leases to finance office equipment, warehouse and manufacturing equipment, and
vehicles. The Company also leases the building in Kitchener where it has its manufacturing, warehousing, and retail
operations. By entering into operating leases, the Company is able to update its equipment more frequently, not utilize
its cash to invest in these assets and in so doing lower its overall average cost compared with purchasing the assets. All
leases are evaluated at inception for appropriate accounting treatment. The total of the Company’s future lease payments
can be found in note 25 to the Company’s audited annual financial statements for the year ended January 31, 2017.
The Company has other purchase commitments which include amounts for natural gas, syrup, malt, and packaging
materials. A summary of the Company’s contractual obligations for future periods is as follows:

(in thousands of dollars)

Due within one year
Due in one to five years
Due in over five years

Obligation under
Other purchase
Long-term debt
finance lease Operating leases
commitments
$
1,318 $
900 $
1,402 $
3,117 $
5,969
3,677
4,645
480
718
3,674
48
8,005
4,577
9,721
3,645

Total
6,737
14,771
4,440
25,948

On September 7, 2017, the Board of Directors declared a quarterly dividend of $0.016 per share payable on October 24,
2017 to shareholders of record as at October 10, 2017.

RISK FACTORS, STRATEGIES AND OUTLOOK
Risk Factors
Licensing
The Company requires various permits, licenses, and approvals from several government agencies in order to operate in
its market areas. The Alcohol and Gaming Commission of Ontario (“AGCO”) and the Canada Revenue Agency provide the
necessary licensing approvals. Management believes that the Company is in compliance with all licenses, permits and
approvals.
Consumer preference/trends
The beer industry is highly competitive and has experienced an overall decline in beer sales over the past several years. In
Ontario, trends continue to be towards canned beer products in preference to bottle beer products. The installation and
upgrade of the Company’s canning line in fiscal 2010 and fiscal 2014, respectively, has provided the Company with control
over production and distribution and the result has been considerable growth in canned volume. Consumer preference
has also shifted towards craft beer which has benefited the Waterloo brands.

10
12

BRICK BREWING CO. LIMITED SECOND QUARTER FISCAL 2018
BRICK BREWING CO. LIMITED · SECOND QUARTER FISCAL 2018

Pricing environment
Annual increases in the minimum retail price (“MRP”) have seen the price gap between value and mainstream brands
reduced, creating increased competitive pressure. The MRP for beer was increased effective March 1, 2017. The
Company’s key competitors have increased the price for value beer to a level above the legal minimum. The Company has
historically positioned its brands at the same price point to achieve additional profit margin per unit.
The Company expects future legislated price increases to erode the price gap between value brands and mainstream
brands. Management believes that the Company will stay relevant and profitable by delivering a product that is
consistently superior in look and taste to other domestic brands with comparable price. An example of the required
innovation and differentiation is the Company’s launch of select Laker 24-bottle packs with a free tall can in every case.
The Company will continue to mitigate ongoing pressure on beer volumes by actively pursuing co-packing contracts that
provide incremental volume and gross margin. As required, profits from co-pack arrangements will be reinvested in
selling and marketing initiatives to maintain brand loyalty.
Quality
With the backdrop of intense price competition driven by MRP changes, the quality of the Company’s product is more
important than ever. The Company invests significantly to continually improve overall product quality.
The Company continues to receive recognition for its brewing quality and brands through both local and international
brewing communities and expert panels. In April 2017, the Company announced that its Waterloo brands received
international recognition at the Monde Selection in Belgium. Waterloo Grapefruit Radler received special recognition with
the International High Quality Trophy Award for 2017, having achieved superior gold product quality in each of the last
three years. Waterloo Grapefruit Radler, Dark, Amber, and IPA also won Gold for outstanding product quality. Laker
Lager and Landshark Lager each received a Silver medal, as did the seasonal craft brews of Waterloo Blueberry Weizenbier
and Sour Weisse.
The Company is currently certified under the internationally recognized Global Food Safety Standard and successfully
completed its annual re-certification audit in the third quarter of fiscal 2017. Quality improvement resonates with existing
and potential co-pack customers and will be a key factor in maintaining and growing co-pack business to utilize available
capacity.
The Beer Store/LCBO
TBS and LCBO are unionized organizations and a strike could have a significantly negative impact on the Company. There
can be no assurance that a TBS or LCBO strike will not occur in the future.
The retail beer channel in Ontario is undergoing changes as a result of the work by the Premier’s Advisory Council on
Government Assets. The Premier’s Advisory Council, chaired by Ed Clark, released the final framework agreement during
the fourth quarter of fiscal 2016. The final agreement sets out numerous changes, including modifications to the operating
practices at TBS and the introduction of beer sales through the grocery channel. The implementation of these changes to
the beer retail environment began in the fourth quarter of fiscal 2016 and is expected to continue throughout fiscal 2018.
Availability of financing
The Company requires continued support from its lenders to maintain its financial condition. The loss of this support
could limit expansion opportunities and put a strain on the Company’s continuing operations. The ability to maintain
current arrangements and secure future financing will depend, in part, upon the prevailing capital market conditions as
well as the Company’s business performance. There can be no assurance that the Company will be successful in its efforts
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to arrange additional financing on satisfactory terms. During the second quarter of fiscal 2018, the Company signed a new
agreement with Wells Fargo which included reduced interest rates and incremental borrowing.
Commodity price risk
The Company is exposed to commodity price risk with respect to agricultural and other raw materials used to produce the
Company’s products, including malted barley, hops, corn syrup, water, and packaging materials (including glass,
aluminum, cardboard and other paper products), where fluctuations in the market price or availability of these items
could impact the Company’s cash flow and production. The supply and price can be affected by a number of factors
beyond management’s control, including market demand, global events, frosts, droughts and other weather conditions,
economic factors affecting growth decisions, plant diseases, and theft. To the extent any of the foregoing factors affect
the prices of ingredients or packaging, the Company’s results of operations could be materially and adversely impacted.
To minimize the impact of this risk, the Company enters into contracts which secure supply and set pricing to manage the
exposure to availability and pricing.
Exchange rate risk
Purchases of some key inputs are denominated in U.S. dollars. Any weakening of the Canadian dollar versus the U.S.
dollar would result in higher material costs. There can be no assurance that the strength of the Canadian dollar will not
materially change in the future.

Strategy & Outlook
The Laker family will require a sustained marketing investment to ensure retention of existing customers. The Company
will continue to focus on growing the Waterloo and Laker brands. In December 2015, the Company secured the exclusive
Canadian rights to both the LandShark® and Margaritaville® brands for beer, cider, and coolers. The Company will be
focusing on these brands to position them well for future growth. LandShark® and Margaritaville® products continue to
perform well, and management expects this to continue in the remainder of fiscal 2018. Additionally, the Company will
focus on utilizing its leading edge manufacturing capability by filling available capacity, lowering cost, and improving
efficiency.
The Company continues to offer a free can within select 24-pack bottles and expects to continue this promotional activity
in fiscal 2018.
In January 2017, the Company announced its plans to consolidate all operations to its Kitchener, Ontario location with a
$4.0 million expansion. The Company completed this expansion at the end of August 2017. The Company has now exited
the Formosa, Ontario facility and operates as a single integrated facility in Kitchener.
In conjunction with its planned Enterprise Resource Planning system implementation, the Company’s largest customer,
TBS, has indicated a desire to move from a buy-sell relationship to one of consignment. On implementation, the Company
expects a one-time reversal of margin to reflect inventory on hand in the TBS channel. The impact would be determined
based on actual inventory at the time of implementation. Management estimates the impact of the one-time adjustment
to net income to be between $1.1 and $1.6 million.
In fiscal 2018, the Company will be focused on the following priorities:
Organic growth
Management is targeting organic growth. The Company is positioned well within its core Ontario beer business.
Management continues to focus on driving branded volume growth in Waterloo, Laker and LandShark®, driven by brand
support and the launch of new products. The Company expects to continue to offer seasonal brands during fiscal 2018. In
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fiscal 2018, the Company will focus on maintaining the momentum achieved by the successful launch of LandShark® and
Margaritaville® products during the first quarter of fiscal 2017.
The Company will continue to seek new and expanded co-packing relationships during fiscal 2018. The completion of the
new brewhouse, as well as the expansion at its Kitchener location, present further opportunities for the Company to
expand its co-pack business.
Improving gross margin per unit
The Laker brand margin has performed well despite the presence of many beer brands at the same or similar pricing.
Laker’s fit and finish is comparable with mainstream brands. Management believes that this share performance in a
highly competitive pricing environment is the result of brand support, a compelling value proposition, and significant
quality improvements at Brick in recent years.
Sales of Seagram Coolers and Waterloo beer brands, along with the LandShark® and Margaritaville® launches, will also
contribute to margin improvement due to higher revenue per unit. The Company will continue to maximize margin and
minimize complexity within the organization by delisting underperforming brands.
Cost reduction
Management believes that cost reduction is an ongoing initiative and forms part of the culture at Brick. Cost reduction
will be a continued focus throughout fiscal 2018.

SUMMARY OF QUARTERLY RESULTS
The following table presents selected unaudited quarterly financial information for each of the eight quarters indicated
prepared in accordance with IFRS:
Q2
2018

$000’s except per share amounts
Net Revenue

Q1
2018

Q4
2017

Q3
2017

Q2
2017

Q1
2017

Q4
2016

Q3
2016

$ 15,904 $ 11,480 $ 10,539 $ 11,106 $ 14,011 $ 9,520 $ 9,035 $ 9,830

Selling, marketing & administration

2,691

2,118

2,309

2,350

2,708

1,881

1,718

1,829

EBITDA*

2,626

2,053

1,769

2,045

3,091

1,938

1,637

1,470

Net Income

1,120

787

720

854

1,635

788

492

491

EPS (Basic)

$

0.03

$

0.02

$

0.02

$

0.02

$

0.05

$

0.02

$

0.02

$

0.01

EPS (Diluted)

$

0.03

$

0.02

$

0.02

$

0.02

$

0.05

$

0.02

$

0.02

$

0.01

IMPACT OF NEW ACCOUNTING PRONOUNCEMENTS
The Company's accounting policies, and future accounting pronouncements, are discussed in detail within note 5 and 6,
respectively, to the Company’s annual audited financial statements for the year ended January 31, 2017.
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RELATED PARTY TRANSACTIONS
The Company’s related party transactions are discussed in note 27 to the Company’s audited financial statements for the
year ended January 31, 2017.
The Company sponsors the Boots and Hearts Music Festival, a multi-day country music festival produced by Republic Live
Inc., a company that is owned by one of the Company’s directors. A sponsorship fee was paid to Republic Live Inc. during
the second quarter of fiscal 2018 in the amount of approximately $0.1 million. This expense will be recognized in the third
quarter of fiscal 2018 when the event takes place. As at July 30, 2017, the Company did not have any amounts payable to
this vendor.

CRITICAL ACCOUNTING ESTIMATES
The Company prepares its financial statements in accordance with IFRS, which requires management to make estimates,
judgments, and assumptions that it believes are reasonable, based upon the information available. These estimates,
judgments and assumptions affect the reported amounts of assets and liabilities at the date of the financial statements,
and the reported amounts of revenue and expenses during the reporting period. Management bases its estimates on
historical experience and other assumptions, which it believes to be reasonable under the circumstances. Management
also evaluates its estimates on an ongoing basis. Actual results could differ from those estimates.
Property, plant and equipment
The accounting for property, plant and equipment requires that management make estimates involving the life of the
assets, the selection of an appropriate method of depreciation and determining whether an impairment of assets exists.
The Company reviews the residual values, useful lives of depreciable assets and depreciation method on an annual basis
and where revisions are made the Company applies such changes in estimates on a prospective basis.
The net carrying amounts of property, plant and equipment are reviewed for impairment either individually or at the cashgenerating unit level at the end of each reporting period. If there are indicators of impairment, an evaluation is
undertaken to determine whether the carrying amounts are in excess of their recoverable amounts. An asset’s
recoverable amount is determined as the higher of its fair value less cost to sell and its value-in-use. To the extent that an
asset’s carrying amount exceeds its recoverable amount, the excess is fully provided for in the period in which it is
determined to be impaired. Where an impairment loss subsequently reverses, the carrying amount of the asset is
increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does not exceed
the carrying amount that would have been determined had no impairment loss been recognized for the asset in prior
periods. There is uncertainty in these estimates as the related recoverable amounts are projected for future years based
on underlying assumptions such as volume growth, inflation factors and industry trends which may not materialize.
Management uses its best estimates to forecast these amounts, but the actual amounts may vary from estimates. Should
future results differ from management’s estimates, an impairment of these assets and a related write-down may result.
As at the date of this report, the Company believes that its estimates are materially correct.
Returnable containers
Returnable containers are recorded at cost net of deposit liabilities and are amortized over their useful lives. To estimate
useful life, management uses historical trends and internal studies to obtain a reasonable estimate of the rates of return
and usage. Actual results may vary from these estimates. As at the date of this report, the Company is not aware of any
facts or circumstances that would cause it to believe that the estimates used are materially incorrect.
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Intangible assets
Intangible assets consist of trademarks and listings. Trademarks are recorded at cost and are not amortized but instead
are reviewed for impairment at the end of each reporting period. If there are indicators of impairment, an evaluation is
undertaken to determine whether the carrying amounts are in excess of their recoverable amounts. An asset’s
recoverable amount is determined as the higher of its fair value less cost to sell and its value-in-use. There is uncertainty
in these estimates as the related recoverable amounts are projected for future years based on underlying assumptions
such as volume growth, inflation factors and industry trends which may not materialize. Management uses its best
estimates to forecast these amounts, but the actual amounts may vary from estimates. Should future results differ from
management’s estimates, an impairment of these assets and a related write-down may result. As at the date of this
report, the Company believes that its estimates are materially correct.
Listings have historically been measured at acquisition cost less any impairment in value. IAS 38 Intangible Assets (IAS 38)
requires that the useful life of an intangible asset be reviewed at least at each financial year-end. As at January 31, 2017,
the Company revised its estimate of the useful life of these assets from an indefinite to a finite useful life. A review of the
useful lives of past listing purchases indicates that a portion of the listings purchased will fall short of the volume
performance thresholds and be delisted, and therefore, have a finite life. Effective February 1, 2017, the Company will, in
order to reflect that a portion of the listings will be finite life, began to amortize its listings, prospectively, over a 20-year
period, which represents management’s best estimate of the expected average useful life of these assets. The Company
estimates that amortization expense will increase by approximately $250,000 annually. As at the date of this report, the
Company believes that its estimates are materially correct.
Income Taxes
The determination of the Company’s provision for income tax as well as deferred tax assets and liabilities involves
significant judgements and estimates on certain matters and transactions, for which the ultimate outcome may be
uncertain. If the final outcome differs from management's estimates, such differences will impact the current and
deferred income tax assets and liabilities in the period in which such determination is made. As at the date of this report,
the Company believes that its estimates are materially correct.
Share-based reserves: share-based payments
The Company recognizes compensation expense when options with no cash settlement feature are granted to employees
and directors under the stock option plan. Assumptions regarding expected stock volatility and risk free interest rates are
required to calculate the fair value of the consideration received.
Provisions
Provisions are recognized when the Company has a present obligation (legal or constructive) as a result of a past event, it
is probable that an outflow of resources embodying economic benefits will be required to settle the obligation, and a
reliable estimate can be made of the amount of the obligation. Given the uncertainty surrounding the nature of the
underlying provision, actual results may vary from the estimates made by management. As at the date of this report, the
Company believes that its estimates are materially correct.

DISCLOSURE CONTROLS AND PROCEDURES
The Company’s management, with the participation of the Chief Executive Officer, Chief Operating Officer and Chief
Financial Officer (collectively, the “Executive Team”) are responsible for establishing and maintaining disclosure controls
and procedures as defined under National Instrument 52-109 for the Company. Management has designed such
disclosure controls and procedures, or caused them to be designed under their supervision, to provide reasonable
assurance that material information relating to the Company is made known to management by others within the
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Company. Management has evaluated the effectiveness of the Company’s disclosure controls and procedures as of July
30, 2017 and has concluded that such procedures were effective, subject to the matters identified below under “Internal
Control Over Financial Reporting”, in providing such reasonable assurance as of such date and for the quarter then ended.

INTERNAL CONTROL OVER FINANCIAL REPORTING
Management is responsible for establishing and maintaining adequate internal control over financial reporting (“ICFR”) to
provide reasonable assurance regarding the reliability of the Company’s financial reporting and the preparation of its
financial statements in accordance with IFRS.
The Company’s internal control over financial reporting includes those policies and procedures that:
•

pertain to maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and
dispositions of the assets of the Company;

•

provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial
statements in accordance with IFRS and that receipts and expenditures of the Company are being made only in
accordance with authorizations of management and directors of the Company; and

•

provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or
disposition of the Company’s assets that could have a material effect on the financial statements.

Internal controls over financial reporting, no matter how well designed have inherent limitations. Therefore, internal
control over financial reporting determined to be effective can provide only reasonable assurance with respect to financial
statement preparation and may not prevent or detect all misstatements. Moreover, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in
conditions, or that the degree of compliance with the policies or procedures may deteriorate.
Management performed an assessment of the effectiveness of the Company’s internal control over financial reporting as
of July 30, 2017, based on the criteria set forth in the “Internal Control – Integrated Framework” issued by the Committee
of Sponsoring Organization of the Treadway Commission (“COSO”). Based on this assessment, management has
concluded that internal control over financial reporting was effective as of July 30, 2017.
In the course of evaluating its ICFR as at July 30, 2017, the Executive Team identified a disclosable weakness in the area of
segregation of duties, caused by limited staffing resources. Specifically, given the size of the Company’s staffing levels,
certain duties within the accounting and finance department cannot be properly segregated. As a result there are
identifiable instances where personnel had the ability to initiate transactions or accounting entries within certain financial
reporting applications that may not be compatible with their other roles and responsibilities. However, none of the
segregation of duty or access control deficiencies resulted in a misstatement to the financial statements as the Company
relies on certain compensating controls, including periodic review of the financial statements by the Executive Team. This
weakness is reported in accordance with National Instrument 52-109 and is considered to be a common area of deficiency
for many smaller listed companies in Canada.

FINANCIAL INSTRUMENTS
The main risks arising from the Company’s financial instruments are credit risk, liquidity risk, foreign currency risk and
interest rate risk. These risks are from exposures that occur in the normal course of business and are managed by the
Executive Team. The responsibilities of the Executive Team include the recommendations of policies to manage financial
instrument risk.
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The overall objective of the Executive Team is to effectively manage credit risk, liquidity risk and other market risks in
accordance with the Company’s strategy. Other responsibilities of the Executive Team include management of the
Company’s cash resources and debt funding programs, approval of counter-parties and relevant transaction limits and the
monitoring of all significant treasury activities undertaken by the Company.
The Company’s significant financial instruments comprise cash, bank indebtedness, finance leases, and long-term-debt.
The main purpose of these financial instruments is to finance the Company’s growth and ongoing operations. The
Company has various other financial assets and liabilities such as accounts receivables and accounts payables, which arise
directly from its operations.
The Company enters into contracts involving non-financial items for the purchase of raw materials and packaging supplies.
These contracts are held for the purposes of the receipt or delivery of a non-financial item in accordance with the
Company’s expected usage requirements.
A portion of the Company’s purchases are in U.S. dollars. The Company sells less than 1% of its products in U.S. dollars.
The Company uses significant quantities of malt and hops. The Company uses fixed price contracts of less than one year
to reduce the exposure to price fluctuations on these commodities. The Company has secured its expected required
supply of malt and hops for fiscal 2018 and has entered into fixed price contacts, the balance of which are disclosed in the
commitments schedule included in this MD&A.

SHARE CAPITAL
The authorized share capital of the Company consists of an unlimited number of common shares and an unlimited
number of preferred shares, issuable in series. As of July 30, 2017 and September 7, 2017, no preferred shares were
issued and outstanding.
The Company has granted stock options to certain officers and key employees pursuant to the Company’s stock option
plan. Options granted under the plan are exercisable for a period of up to five years from the date of grant, at an exercise
price equal to the weighted average price at which the Company’s shares have traded on the TSX during the five trading
days immediately preceding the date of grant, subject to a three year vesting period.
Each stock option outstanding is exercisable for one common share at prices ranging from $1.18 to $3.18.
The total number of common shares and stock options outstanding as of September 7, 2017 is as follows:

Number of shares
35,233,977

Number of options
1,052,998

* EBITDA is a non-IFRS earnings measure, therefore it does not have any standardized meaning prescribed by International Financial Reporting Standards
and may not be similar to measures presented by other companies. EBITDA represents earnings before interest, income taxes, depreciation and
amortization, gain on disposal of property, plant, and equipment, and share-based payments. Management uses this measurement to evaluate the
operating results of the Company. This measure is also important to management since it is used by the Company’s lenders to evaluate the ongoing cash
generating capability of the Company and therefore the amounts those lenders are willing to lend to the Company. Investors find EBITDA to be useful
information because it provides a measure of the Company’s operating performance.
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STATEMENTS OF COMPREHENSIVE INCOME
For the quarters ended July 30, 2017 and July 31, 2016
(Not audited or reviewed by the Company’s external auditor)

Quarter ended
July 30, 2017

Notes

Revenue
Cost of sales
Gross profit

5
6

Selling, marketing and administration expenses
Other expenses
Finance costs
Income before tax

6
6, 7

Income tax expense
Net income and comprehensive
income

Basic earnings per share
Diluted earnings per share

$

9
9

15,903,344
11,341,500
4,561,844

July 30, 2017

July 31, 2016
$

14,010,744
8,826,721
5,184,023

$

27,383,814
19,336,899
8,046,915

July 31, 2016
$

23,530,678
15,014,453
8,516,225

2,691,116
221,370
134,238
1,515,120

2,708,217
238,980
164,190
2,072,636

4,809,423
394,947
234,707
2,607,838

4,589,419
445,400
282,552
3,198,854

395,441

438,000

701,402

775,865

$

1,119,679

$

1,634,636

$

1,906,436

$

2,422,989

$
$

0.03
0.03

$
$

0.05
0.05

$
$

0.05
0.05

$
$

0.07
0.07

The accompanying notes are an integral part of these financial statements.
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STATEMENTS OF FINANCIAL POSITION
As at July 30, 2017 and January 31, 2017
(Not audited or reviewed by the Company’s external auditor)
July 30, 2017

Notes

January 31, 2017

ASSETS
Non-current assets
Property, plant and equipment

8

$

Intangible assets
Construction deposits

28,186,839

$

21,709,425

15,567,708

15,499,186

351,752

2,462,328

44,106,299

39,670,939

Current assets
-

Cash

2,831,959

12,004,245

7,035,714

Inventories

4,730,738

5,619,329

Prepaid expenses

1,033,201

593,180

17,768,184

16,080,182

61,874,483

55,751,121

Share capital

39,662,042

39,651,096

Share-based payments reserves
Deficit

853,709
(1,974,662)

943,565
(2,758,560)

38,541,089

37,836,101

522,596

411,599

3,400,525

3,781,855

6,686,525

2,498,580

Accounts receivable

TOTAL ASSETS
LIABILITIES AND EQUITY
Equity

TOTAL EQUITY
Non-current liabilities
Provisions
Obligation under finance lease
Long-term debt

10

Deferred income tax liability

783,791

82,389

11,393,437

6,774,423

Current liabilities
Bank indebtedness

1,050,335

Accounts payable and accrued liabilities

8,815,657

9,655,405

755,494

741,297

Current portion of obligation under finance lease
Current portion of long-term debt

10

TOTAL LIABILITIES
TOTAL LIABILITIES AND EQUITY

$

-

1,318,471

743,895

11,939,957

11,140,597

23,333,394

17,915,020

61,874,483

$

55,751,121

The accompanying notes are an integral part of these financial statements.
On behalf of the Board:
“Peter J. Schwartz” Director

“John H. Bowey” Director

BRICK BREWING CO. LIMITED · SECOND QUARTER FISCAL 2018
BRICK BREWING CO. LIMITED SECOND QUARTER FISCAL 2018

23
3

24

BRICK BREWING CO. LIMITED SECOND QUARTER FISCAL 2018

BRICK BREWING CO. LIMITED · SECOND QUARTER FISCAL 2018

Share Capital

34,945,058 $
(22,600)
4,800
69,688
34,996,946
(72,900)
22,831
135,591
35,082,468
(115,200)
2,123
264,586
35,233,977 $

Number of
Shares

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

At January 31, 2016
Comprehensive income for the period
Shares repurchased and cancelled, including fees
Shares issued
Stock options exercised
Share-based payments
Dividends paid
At July 31, 2016
Comprehensive income for the period
Shares repurchased and cancelled, including fees
Shares issued
Stock options exercised
Share-based payments
Dividends paid
At January 31, 2017
Comprehensive income for the period
Shares repurchased and cancelled, including fees
Shares issued
Stock options exercised
Share-based payments
Dividends paid
At July 30, 2017

As at July 30
30, 2017, January 31, 2017 and July 31, 2016
(Not audited or reviewed by the Company’s external auditor)

STATEMENTS OF CHANGES IN EQUITY
STATEMENT

4
39,526,573 $
(50,314)
7,968
102,002
39,586,229
(216,542)
37,899
243,510
39,651,096
(322,629)
5,711
327,864
39,662,042 $

Amount ($)

Share based
payments
reserve
932,201 $
(66,175)
60,943
926,969
(69,753)
86,349
943,565
(202,816)
112,960
853,709 $

(4,933,195) $
2,422,989
(839,701)
(3,349,907)
1,573,823
(982,476)
(2,758,560)
1,906,436
(1,122,538)
(1,974,662) $

Deficit

35,525,579
2,422,989
(50,314)
7,968
35,827
60,943
(839,701)
37,163,291
1,573,823
(216,542)
37,899
173,757
86,349
(982,476)
37,836,101
1,906,436
(322,629)
5,711
125,048
112,960
(1,122,538)
38,541,089

Total equity

STATEMENTS OF CASH FLOWS
For the quarters ended July 30, 2017 and July 31, 2016
(Not audited or reviewed by the Company’s external auditor)
Quarter ended
July 30, 2017

Notes

Operating activities
Net income
Adjustments for:
Income tax expense
Finance costs
Depreciation and amortization of property, plant and
equipment and intangibles
Share-based payments
Change in non-cash working capital related to operations
Less:
Interest paid
Cash provided by (used in) operating activities
Investing activities
Purchase of property, plant and equipment
Purchase of intangible assets
Cash used in investing activities

$

8
11

8
8

Financing activities
Increase in bank indebtedness
Issuance of long-term debt
Repayment of long-term debt
Repayment of obligation under finance lease
Dividends paid
Issuance of shares, net of fees
Shares repurchased and cancelled, including fees
Proceeds from stock option exercise
Cash provided by (used in) financing activities
Net increase/(decrease) in cash
Cash, beginning of the period
Cash, end of the period

1,119,679

July 30, 2017

July 31, 2016

$

1,634,636

$

1,906,436

July 31, 2016

$

2,422,989

395,441
134,238

438,000
164,190

701,402
234,707

775,865
282,552

906,393

820,084

1,722,993

1,486,852

69,856
(2,685,301)

34,184
(1,536,856)

112,960
(5,400,606)

60,943
(2,376,846)

(102,106)
(161,800)

(100,859)
1,453,379

(209,857)
(931,965)

(204,980)
2,447,375

(2,873,520)
(6,915)
(2,880,435)

(486,211)
(1,613)
(487,824)

(5,869,415)
(197,065)
(6,066,480)

(1,101,929)
(67,633)
(1,169,562)

1,050,335
3,163,067
(181,614)
(184,438)
(1,122,538)
538
60,274
2,785,624

(593,055)
(177,571)
(839,701)
(49,259)
31,893
(1,627,693)

1,050,335
5,163,067
(365,375)
(367,133)
(1,122,538)
5,711
(322,629)
125,048
4,166,486

2,000,000
(1,231,441)
(353,465)
(839,701)
7,968
(50,314)
35,827
(431,126)

(256,611)

(662,138)

(2,831,959)

846,687

2,831,959

393,645

256,611
$

Fiscal year-to-date ended

-

1,902,470
$

1,240,332

$

-

$

1,240,332

The accompanying notes are an integral part of these financial statements.
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1.

CORPORATE INFORMATION

Brick Brewing Co. Limited (“Brick” or the “Company”) is a Canadian-owned and Canadian-based publicly held brewery
incorporated in Canada. Brick’s shares are listed on the Toronto Stock Exchange (“TSX”) under the symbol “BRB”. Brick’s
head office is located in Kitchener, Ontario at 400 Bingemans Centre Drive, N2B 3X9.
The Company’s primary business relates to the production and distribution of alcohol-based products. To this end, the
Company operates one Ontario-based facility and serves primarily the Ontario market. Brick’s products are distributed to
end consumers through The Beer Store, LCBO, and grocery channels in Ontario and Provincial Liquor Boards across Canada.
2.

DATE OF AUTHORIZATION FOR ISSUE

The financial statements of the Company were authorized for issue on September 7, 2017 by the Company’s Board of
Directors.
3.

BASIS OF PRESENTATION
3.1. STATEMENT OF COMPLIANCE
These unaudited condensed interim financial statements have been prepared in accordance with IAS 34 Interim
Financial Reporting as issued by the International Accounting Standards Board (“IASB”). The unaudited condensed
interim financial statements do not include all of the information required for full annual financial statements. These
unaudited condensed interim financial statements are based on consistent accounting policies and methods of
computation as those of Brick’s annual financial statements for the year ended January 31, 2017.
3.2. BASIS OF MEASUREMENT
Depending on the applicable International Financial Reporting Standards (“IFRS”) requirement, the measurement basis
used in the preparation of these financial statements is cost, net realizable value, fair value or recoverable amount.
These financial statements, except for the statements of cash flows, are prepared using the accrual basis.
3.3. FUNCTIONAL AND PRESENTATION CURRENCY
These financial statements are presented in Canadian dollars, which is the Company’s functional and presentation
currency. All financial information presented has been rounded to the nearest dollar, unless otherwise stated.
3.4. SEASONALITY
The alcoholic beverage industry in Canada is seasonal in nature. Accordingly, Brick has historically experienced a
seasonal pattern in its operating results, with the first and last quarters historically exhibiting lower revenues.
Therefore, the results in any one quarter are not indicative of results in any other quarter, or for the year as a whole.
3.5. CHANGE IN ACCOUNTING ESTIMATE
IAS 38 Intangible Assets (IAS 38) requires that the useful life of an intangible asset be reviewed at least at each financial
year-end. As at January 31, 2017, the Company revised its estimate of the useful life of these assets from an indefinite
to a finite useful life. A review of the useful lives of past listing purchases indicates that a portion of the listings
purchased will fall short of the volume performance thresholds and be delisted, and therefore, have a finite life.
Effective February 1, 2017, the Company, in order to reflect that a portion of the listings will have a finite life, began to
amortize its listings, prospectively, over a 20-year period, which represents management’s best estimate of the
expected average useful life of these assets. The Company estimates that amortization expense will increase by
approximately $250,000 annually.
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4.

USE OF ESTIMATES AND JUDGMENT

The preparation of financial statements in conformity with IFRS requires management to make judgments, estimates and
assumptions that affect the application of accounting policies and the interpretation of accounting standards. Management
periodically reviews its judgements and underlying assumptions related to the reported amounts of revenue, expenses,
assets, liabilities and disclosure of contingent liabilities. The estimates and associated assumptions are based on historical
experience and various other factors that are believed to be reasonable under the circumstances, the results of which form
the basis of making judgments about the carrying values of assets and liabilities that are not readily apparent from other
sources. Actual results may differ from these estimates and may result in a material adjustment to the related asset or
liability.
Revisions to accounting estimates are recognized in the period in which the estimate is revised if the revision affects only
that period or in the period of the revision and future periods if the revision affects both current and future periods.
Critical judgments and estimates in applying accounting policies have the most significant effect on the following
accounting balances: property, plant and equipment, intangible assets, deferred income taxes, and provisions.
5.

REVENUE

The Company’s revenue consists of the following streams:

Quarter Ended
July 30, 2017

Revenue from the sale of goods:
Gross revenue
Less: Production taxes and distribution fees
Revenue (net)

$

Revenue from the rendering of services:
Gross revenue
Total revenue

26,565,802
14,156,628
12,409,174

15,903,344

July 30, 2017

July 31, 2016

$

3,494,170
$

Fiscal year-to-date ended

23,864,552
12,674,092
11,190,460

$

14,010,744

$

6,301,811

2,820,284
$

45,959,398
24,877,395
21,082,003

July 31, 2016

$

27,383,814

40,089,956
21,327,856
18,762,100
4,768,578

$

23,530,678

Services revenue is comprised of revenue generated from contract manufacturing. Brick utilizes available equipment and
resources to perform contract manufacturing services for customers in order to generate incremental returns.

8
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6.

EXPENSES BY NATURE

Expenses relating to depreciation, amortization, impairment and personnel are included within the following line items on
the statements of comprehensive income:
Quarter ended

July 30, 2017
Depreciation of property, plant & equipment
Cost of sales
Other expenses
Amortization of intangible assets
Other expenses
Salaries, benefits and other personnel-related expenses
Cost of sales
Selling, marketing and administrative expenses
Other expenses

7.

$

684,014
146,619

Fiscal year-to-date ended

July 30, 2017

July 31, 2016

$

646,370
168,614

$

1,330,370
264,080

July 31, 2016

$

1,148,376
328,276

75,760

5,100

128,543

10,200

2,233,100
891,319
13,407

2,079,236
898,046
52,229

4,027,364
1,911,056
17,271

3,559,338
1,749,774
72,864

OTHER EXPENSES

The Company’s other expenses consist of the following amounts
Quarter ended
July 30, 2017
Depreciation of property, plant & equipment
Amortization of intangible assets
Other personnel-related expenses
Foreign exchange (gains) losses

$

$

146,619 $
75,760
13,407
(14,416)
221,370 $

Fiscal year-to-date ended
July 30, 2017

July 31, 2016
168,614
5,100
52,229
13,037
238,980

$

$

July 31, 2016

264,080 $
128,543
17,271
(14,947)
394,947 $
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Net book value as at July 30, 2017

$ 421,488

-

$ 421,488
421,488

Cost or deemed cost
Balance at February 1, 2017
Additions
Disposals
Balance at July 30, 2017

Cumulative depreciation and impairment
Balance at February 1, 2017
Depreciation charge for the year
Depreciation on disposals
Balance at July 30, 2017

$ 421,488

$

$

$

$

3,179,507

(1,880,982)
(156,442)
(2,037,424)

$

5,327,324 $
(110,393)
5,216,931

3,446,342

(1,880,982)

-

5,049,878
277,446
5,327,324

(1,487,808)
(393,174)

$

$

Buildings and
leasehold
improvements

-

$ 421,488
421,488

Land

Net book value as at January 31, 2017

Cumulative depreciation and impairment
Balance at February 1, 2016
Depreciation charge for the year
Depreciation on:
Disposals
Balance at January 31, 2017

Cost or deemed cost
Balance at February 1, 2016
Additions
Disposals
Balance at January 31, 2017

8. PROPERTY, PLANT & EQUIPMENT

3010
1,068,738

(6,448,061)
(72,673)
(6,520,734)

6,808,501
780,971
7,589,472

360,440

(6,448,061)

(6,322,655)
(125,406)

6,558,379
250,122
6,808,501

Returnable
containers

$

$

$

$

$

17,654,009

(13,037,240)
(1,114,942)
171,383
(13,980,799)

$

24,559,953 $
7,246,238
(171,383)
31,634,808

11,522,713

117,345
(13,037,240)

(11,177,502)
(1,977,083)

23,064,180 $
1,613,118
(117,345)
24,559,953

Machinery and
equipment

516,184

(1,271,633)
(80,641)
(1,352,274)

1,716,572
151,886
1,868,458

444,939

(1,271,633)

(1,228,329)
(43,304)

1,550,909
165,663
1,716,572

Computer
equipment

Assets owned by the Company

$

$

$

$

166,717

(219,677)
(26,997)
(246,674)

410,229
3,162
413,391

190,552

(219,677)

(168,941)
(50,736)

264,242
145,987
410,229

Furniture and
fixtures

$

$

$

$

76,124

(252,570)
(19,031)
(271,601)

347,725
347,725

95,155

(252,570)

(235,775)
(16,795)

235,775
111,950
347,725

$

$

$

$

16,196

(200,755)
(10,290)
(211,045)

227,241
227,241

26,486

(200,755)

(181,099)
(19,656)

212,614
14,627
227,241

Vehicles Major spare parts

$

$

$

$

5,087,876

(281,767)
(113,434)
(395,201)

5,483,077
5,483,077

5,201,310

336,301
(281,767)

(388,664)
(229,404)

5,819,378
(336,301)
5,483,077

Equipment

Assets held under
finance leases

$

$

$

$

28,186,839

(23,592,685)
(1,594,450)
171,383
(25,015,752)

45,302,110
8,071,864
(171,383)
53,202,591

21,709,425

453,646
(23,592,685)

(21,190,773)
(2,855,558)

43,176,843
2,578,913
(453,646)
45,302,110

Total property,
plant and equipment

During the quarter ended July 30, 2017, the Company continued its previously announced plan to consolidate all operations
to its Kitchener, Ontario facility. As a result of the expansion at the Kitchener facility, the estimate of the asset
decommissioning costs was increased by $91,873.
9. EARNINGS PER SHARE
The computations for basic and diluted earnings per share are as follows:
Fiscal year-to date ended
July 30, 2017
$

Net income for the period

1,906,436

July 31, 2016
$

2,422,989

35,055,258
1,052,929
36,108,187

Average number of common shares outstanding
Effect of options
Average number of diluted common shares outstanding
$
$

Basic earnings per share
Diluted earnings per share

0.05
0.05

34,967,860
251,473
35,219,333
$
$

0.07
0.07

10. LONG TERM DEBT
During the quarter ended July 30, 2017, the Company entered into a term loan agreement with HSBC Bank Canada (“HSBC”)
in the amount of $3,000,000, bearing interest at a rate of 3.92% with monthly payments of $40,907 until July 14, 2024.
During the quarter ended July 30, 2017, the Company refinanced an existing loan with Wells Fargo under the following
terms: bearing interest rate of 4.0% with monthly payments of $30,450 until June 9, 2021. An amount of $163,067 was
received on the refinancing of this loan.
11. CAPITAL STRUCTURE
The Company’s capital structure consists of the following:

July 30, 2017
Bank indebtedness (Cash)
Total debt
Net debt
Equity:
Share capital
Share-based payments reserves
Deficit
Total Equity
Total capitalization (net debt plus total equity)

$

$

1,050,355
12,161,015
13,211,370
39,662,042
853,709
(1,974,662)
38,541,089
51,752,459

January 31, 2017
$

$

(2,831,959)
7,765,627
4,933,668
39,651,096
943,565
(2,758,560)
37,836,101
42,769,769
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