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INDEPENDENT AUDITORS’ REPORT
To the Shareholders of Waterloo Brewing Ltd.

Opinion
We have audited the financial statements of Waterloo Brewing Ltd. (the “Entity”), which
comprise:

•

the statements of financial position as at January 31, 2021 and 2020

•

the statements of comprehensive income for the years then ended

•

the statements of changes in equity for the years then ended

•

the statements of cash flows for the years then ended

and notes to the financial statements, including a summary of significant accounting
policies
(Hereinafter referred to as the “financial statements”).

•

In our opinion, the accompanying financial statements present fairly, in all material respects,
the financial position of the Entity as at January 31, 2021 and 2020, and its financial
performance and its cash flows for the years then ended in accordance with International
Financial Reporting Standards (IFRS).

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
“Auditors’ Responsibilities for the Audit of the Financial Statements” section of our
auditors’ report.
We are independent of the Entity in accordance with the ethical requirements that are
relevant to our audit of the financial statements in Canada and we have fulfilled our other
responsibilities in accordance with these requirements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our opinion.
© 2020 KPMG LLP, an Ontario limited liability partnership and a member firm of the KPMG global organization of independent member firms
affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.
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Key Audit Matter
Key audit matters are those matters that, in our professional judgement, were of most
significance in our audit of the financial statements for the year ended January 31, 2021.
These matters were addressed in the context of our audit of the financial statements as a
whole, and in forming our opinion thereon, and we do not provide a separate opinion on
these matters.
We have determined the matters described below to be the key audit matters to be
communicated in our auditors’ report.
Recognition of co-pack revenue in the proper period
Description of the matter
We draw attention to notes 4.2, 5.1 & 20 to the financial statements. The Entity’s revenue
for the rendering of services totaled $32,853,069. It is comprised of co-pack revenue which
is recognized over a period of time to reflect the Entity’s efforts to manufacture the
customers’ products. These customers control access to the benefits of the liquid
manufactured for packaging, as well as the finished product. For production in process,
management assesses the extent of completion at each period end and accrues revenue
accordingly. The extent of completion is determined based on the labour cost at the
brewing, blending and filtration stages in comparison to the total estimated labour cost to
produce the customers’ product.
Why the matter is a key audit matter
We identified recognition of co-pack revenue in the proper period as a key audit matter due
to the extent of audit effort needed to address the matter. In addition, this matter represented
an area of significant risk of material misstatement.
How the matter was addressed in the audit
The primary procedures we performed to address this key audit matter included the
following:
For a selection of contracts in progress:
We inspected the selected contracts to determine that they originated prior to year-end and
to evaluate the Entity’s identification of performance obligations and method for measuring
contract progress.
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We observed the stage of completion during our inventory count attendance.
We compared the estimated labour costs at completion, which includes labour costs
incurred up to period end plus estimated labour costs to complete the production, to actual
labour costs incurred for similar products previously produced.

Other Information
Management is responsible for the other information. Other information comprises:

•

the information included in Management’s Discussion and Analysis filed with the
relevant Canadian Securities Commissions.

•

the information, other than the financial statements and the auditors’ report thereon,
included in a document likely to be entitled “Glossy Annual Report”.

Our opinion on the financial statements does not cover the other information and we do not
and will not express any form of assurance conclusion thereon.
In connection with our audit of the financial statements, our responsibility is to read the other
information identified above and, in doing so, consider whether the other information is
materially inconsistent with the financial statements or our knowledge obtained in the audit
and remain alert for indications that the other information appears to be materially misstated.
We obtained the information included in Management’s Discussion and Analysis filed with
the relevant Canadian Securities Commissions as at the date of this auditors’ report. If,
based on the work we have performed on this other information, we conclude that there is
a material misstatement of this other information, we are required to report that fact in the
auditors’ report.
We have nothing to report in this regard.
The information, other than the financial statements and the auditors’ report thereon,
included in a document likely to be entitled “2021 Annual Report” is expected to be made
available to us after the date of this auditors’ report. If, based on the work we will perform
on this other information, we conclude that there is a material misstatement of this other
information, we are required to report that fact to those charged with governance.

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.
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In preparing the financial statements, management is responsible for assessing the Entity’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 Entity or to cease operations, or has no realistic alternative but to do so.
Those charged with governance are responsible for overseeing the Entity’s
financial reporting process.

Auditors’ 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 auditors’ 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 the 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 Entity's internal control.

•

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

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 Entity's
ability to continue as a going concern. If we conclude that a material uncertainty exists,
we are required to draw attention in our auditors’ 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 auditors’
report. However, future events or conditions may cause the Entity 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.

•

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.

•

Provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and communicate with them all
relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.

•

Determine, from the matters communicated with those charged with governance, those
matters that were of most significance in the audit of the financial statements of the
current period and are therefore the key audit matters. We describe these matters in
our auditors’ report unless law or regulation precludes public disclosure about the matter
or when, in extremely rare circumstances, we determine that a matter should not be
communicated in our auditors’ report because the adverse consequences of doing so
would reasonably be expected to outweigh the public interest benefits of such
communication.

Chartered Professional Accountants, Licensed Public Accountants
The engagement partner on the audit resulting in this auditors’ report is Ian Jeffreys.
Waterloo, Canada
April 7, 2021

STATEMENTS OF FINANCIAL POSITION
As at January 31, 2021 and January 31, 2020
January 31, 2021

Notes

ASSETS
Current assets
Accounts receivable
Inventories
Prepaid expenses

January 31, 2020
[recast - note 3.6]

6
7

Non-current assets
Property, plant and equipment
Right-of-use assets
Intangible assets
Construction deposits

8
9
10

TOTAL ASSETS
LIABILITIES AND EQUITY
Current liabilities
Bank indebtedness
Accounts payable and accrued liabilities
Current portion of lease liabilities
Non-revolving demand loans
Current portion of long-term debt

11
12
13
14
15

Non-current liabilities
Provisions
Lease liabilities
Long-term debt
Deferred income tax liability

16
13
15
17

TOTAL LIABILITIES
Equity
Share capital
Share-based payments reserves
Deficit

18
19

TOTAL EQUITY
COMMITMENTS

9,871,061
14,344,496
729,260
24,944,817

4,976,226
10,482,912
787,448
16,246,586

46,630,107
26,936,861
15,002,826
1,949,074
90,518,868

32,808,678
27,840,996
15,184,333
1,050,425
76,884,432

115,463,685

93,131,018

3,366,489
21,341,335
3,282,080
25,896,379
510,275
54,396,558

783,077
12,909,771
2,869,733
13,748,967
687,836
30,999,384

1,019,962
21,522,379
1,367,930
3,462,495
27,372,766

958,025
23,226,137
1,852,023
2,208,947
28,245,132

81,769,324

59,244,516

39,546,216
2,245,415
(8,097,270)

39,126,283
2,108,671
(7,348,452)

33,694,361

33,886,502

26

TOTAL LIABILITIES AND EQUITY

$

115,463,685

$

93,131,018

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

“John H. Bowey” Director
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STATEMENTS OF COMPREHENSIVE INCOME
Years ended January 31, 2021 and 2020

January 31, 2021

Notes

Revenue
Cost of sales
Gross profit
Selling, marketing and administration expenses
Other expenses
Finance costs
Loss on misappropriated funds, net
Loss (gain) on disposal of property, plant and
equipment and right-of-use assets
Income before tax

20
13,21

$

17

Basic earnings per share
Diluted earnings per share

24
24
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60,333,417
42,483,862
17,849,555
11,842,088
1,616,977
1,500,682
1,869,595

215,756
4,253,561

(15,168)
1,035,381

1,253,548

537,779

$

3,000,013

$

497,602

$
$

0.09
0.08

$
$

0.01
0.01

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

11,853,169
2,268,499
2,107,363
-

13,21
13,21,22
13,23
12

Income tax expense
Net income and comprehensive
income for the year

86,699,345
66,000,997
20,698,348

January 31, 2020

STATEMENTS OF CHANGES IN EQUITY
Years ended January 31, 2021 and 2020

Share Capital
Notes

At January 31, 2019
Comprehensive income for the year
Shares repurchased and cancelled, including fees
Stock options exercised
Shares issued
Stock option costs
Dividends paid
Share-based payments
At January 31, 2020
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Comprehensive income for the year
Shares repurchased and cancelled, including fees
Stock options exercised
Shares issued
Dividends paid
Share-based payments
At January 31, 2021

18
19
19
19

18
19

18
19
19
18
19

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

Number of
Shares

Amount ($)

Share-based
Retained
payments
earnings/(deficit)
reserve
1,325,150 $
(4,269,592) $

Total equity

35,442,639 $

40,001,097

(323,200)
78,526
31,763
35,229,728

(1,125,484)
171,117
96,722
(17,169)
39,126,283

(108,839)
892,360
2,108,671

497,602
(3,576,462)
(7,348,452)

497,602
(1,125,484)
62,278
96,722
(17,169)
(3,576,462)
892,360
33,886,502

(125,289)
304,266
8,981
35,417,686 $

(377,058)
767,623
29,368
39,546,216 $

(655,583)
792,327
2,245,415 $

3,000,013
(3,748,831)
(8,097,270) $

3,000,013
(377,058)
112,040
29,368
(3,748,831)
792,327
33,694,361

$

37,056,655
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STATEMENTS OF CASH FLOWS
Years ended January 31, 2021 and 2020
January 31, 2021

Notes

Operating activities
Net income
Adjustments for:
Income tax expense
Finance costs
Depreciation and amortization of property, plant and
equipment, right-of-use assets and intangibles
Loss (gain) on disposal of property, plant and equipment and
right-of-use assets
Share-based payments
Change in non-cash working capital
Less:
Interest paid
Cash provided by operating activities
Investing activities
Purchase of property, plant and equipment
Construction deposit paid
Proceeds from sale of property, plant and equipment, net
Purchase of intangible assets
Cash used in investing activities
Financing activities
Increase (decrease) in bank indebtedness
Issuance of non-revolving demand loans
Repayment of non-revolving demand loans
Repayment of long-term debt
Repayment of lease liabilities
Dividends paid
Issuance of shares, net of fees
Shares repurchased and cancelled, including fees
Stock option costs
Proceeds from stock option exercise
Cash generated from (used in) financing activities

$

3,000,013

January 31, 2020
[recast - note 3.6]
$

497,602

17
23

1,253,548
2,107,363

537,779
1,500,682

8,9,10,21,22

7,810,676

6,334,179

19
28

8
8
10

11
14
14
15
13
18
19
18
19
19

215,756
792,327
(442,761)

(15,168)
892,360
5,036,143

(1,859,817)
12,877,105

(1,373,019)
13,410,558

(18,407,338)
(1,949,074)
9,555
(25,659)
(20,372,516)

(11,013,763)
(1,050,425)
18,656
(134,624)
(12,180,156)

2,583,412
14,505,315
(2,357,903)
(671,169)
(2,579,763)
(3,748,831)
29,368
(377,058)
112,040
7,495,411

(1,104,176)
7,961,780
(1,292,639)
(672,193)
(1,563,059)
(3,576,462)
96,722
(1,125,484)
(17,169)
62,278
(1,230,402)

Net increase/(decrease) in cash

-

-

Cash, beginning of year

-

-

Cash, end of year

$

-

$

-

$

1,311,281

$

13,822,240

Non-cash investing activities:
Acquisition of assets under lease

9, 13

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

CORPORATE INFORMATION

Waterloo Brewing Ltd. (“Waterloo” or the “Company”) is a Canadian-owned and Canadian-based publicly held brewery
incorporated in Canada. Waterloo’s shares are listed on the Toronto Stock Exchange (“TSX”) under the symbol “WBR”.
Waterloo’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 beer, cider and other alcohol-based products.
The Company manufactures products under its own and licensed trademarks, as well as products for other customers under
co-packaging arrangements. To this end, the Company operates an Ontario-based facility and serves primarily the Ontario
market. Waterloo’s products are distributed to end consumers primarily through The Beer Store in Ontario and Provincial
Liquor Boards across Canada.
1.1 COVID-19 Pandemic
As a result of the global outbreak of COVID-19 (“Coronavirus”) in early fiscal 2021 and its declaration by the World
Health Organization to be a “pandemic”, certain actions are being taken by governments and businesses in the United
States, Canada, the UK, China and around the world to control the outbreak by enacting emergency measures, including
restrictions on public activities, travel, and commercial operations. These measures have caused material disruption to
businesses globally and in Ontario resulting in an economic slowdown.
Governments and central banks have reacted with significant monetary and fiscal interventions designed to stabilize
economic conditions however the success of these interventions is not currently determinable. The current challenging
economic climate may lead to adverse changes in cash flows, working capital levels, and/or debt balances, which may
also have a direct impact on the Company’s operating results and financial position in the future. The situation is
dynamic and the ultimate duration and magnitude of the impact on the economy and the financial effect on the
Company is not known at this time. The extent of such impact will depend on future developments, which are highly
uncertain, including new information which may emerge concerning the spread and severity of the Coronavirus and
actions taken to address its impact, among others. The repercussions of this health crisis could have a material adverse
effect on the Company’s business, financial condition, liquidity and operating results.
Licensed establishments (such as bars and restaurants) within the province of Ontario that have restrictions on capacity
and timeframes when alcohol can be served has negatively impacted the Company. However, the strength of the
Company’s sales through other channels (such as The Beer Store, Liquor Control Board of Ontario, and grocery stores)
during fiscal 2021, in conjunction with the support of its credit providers, has reinforced the Company’s already strong
financial position. Further, the Company’s costs have increased as a result of expenditures required for personal
protective equipment, and other expenses incurred to support the safety and well being of its staff, customers and
suppliers during the pandemic. While the Company continuously monitors revenue streams, cash flow, and
governmental programs, there has been no need for dramatic changes to its business model at this time.
2.

DATE OF AUTHORIZATION FOR ISSUE

The financial statements of the Company were authorized for issue on April 7, 2021, by the Company’s Board of Directors.
3.

BASIS OF PRESENTATION
3.1. STATEMENT OF COMPLIANCE
These financial statements have been prepared in accordance with International Financial Reporting Standards (“IFRS”)
as issued by the International Accounting Standards Board (“IASB”).
3.2 NEW STANDARDS AND INTERPRETATIONS ADOPTED
Except as described below, the accounting policies and methods of computation applied in these financial statements
are consistent with those applied in the Company’s annual financial statements for the year ended January 31, 2020.
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Amendments to References to the Conceptual Framework in IFRS Standards
On March 29, 2018 the IASB issued a revised version of its Conceptual Framework for Financial Reporting (the
Framework), that underpins IFRS Standards. The IASB also issued Amendments to References to the Conceptual
Framework in IFRS Standards to update references in IFRS Standards to previous versions of the Conceptual Framework.
The amendments were adopted on February 1, 2020. There was no material impact from the adoption of these
amendments on the Company’s financial statements.
Definition of a Business (Amendments to IFRS 3)
On October 22, 2018, the IASB issued amendments to IFRS 3 Business Combinations, that seek to clarify whether a
transaction results in an asset or a business acquisition.
The amendments were adopted on February 1, 2020. There was no material impact from the adoption of these
amendments on the Company’s financial statements.
Definition of Material (Amendments to IAS 1 and IAS 8)
On October 31, 2018, the IASB refined its definition of material and removed the definition of material omissions or
misstatements from IAS 8.
The amendments were to be applied prospectively for annual periods beginning on or after January 1, 2016, however,
on December 17, 2015 the IASB decided to defer the effective date for these amendments indefinitely. The
amendments were adopted on February 1, 2020. There was no material impact from the adoption of these
amendments on the Company’s financial statements.
Covid-19-Related Rent Concessions (Amendment to IFRS 16)
On May 28, 2020, the IASB issued Covid-19-Related Rent Concessions (Amendment to IFRS 16). The amendments
exempt lessees from having to consider individual lease contracts to determine whether rent concessions occurring as
a direct consequence of the COVID-19 pandemic are lease modifications and allows lessees to account for such rent
concessions as if they were not lease modifications.
The amendments have been adopted and did not have an impact on the Company’s financial statements.
3.3 FUTURE ACCOUNTING PRONOUNCEMENTS
At the date of authorization of these financial statements, several new, but not yet effective, Standards and
amendments to existing Standards, and Interpretations have been published by the IASB. None of these Standards or
amendments to existing Standards have been adopted early by the Company and it is still to be determined if any will
have a material impact on the Company’s financial statements.
Classification of Liabilities as Current or Non-current (Amendments to IAS 1)
On January 23, 2020, the IASB issued amendments to IAS 1 Presentation of Financial Statements, to clarify the
classification of liabilities as current or non-current. On July 15, 2020 the IASB issued an amendment to defer the
effective date by one year. The amendments removed the requirement for a right to defer settlement or roll over of a
liability for at least twelve months to be unconditional in order to classify such liability as a non-current liability. Instead
such a right must have substance and exist at the end of the reporting period.
The amendments are effective for annual periods beginning on or after January 1, 2023. Early adoption is permitted.
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Property, Plant and Equipment – Proceeds before Intended Use (Amendments of IAS 16)
On May 14, 2020, the IASB issued Property, Plant and Equipment – Proceeds before Intended Use (Amendments to IAS
16). The amendments clarify that proceeds from selling items before the related item of Property, Plant and Equipment
is available for use should be recognized in profit or loss, together with the cost of producing those items.
The amendments are effective for annual periods beginning on or after January 1, 2022. Early adoption is permitted.
Annual Improvements to IFRS Standards 2018 - 2020
On May 14, 2020, the IASB issued Annual Improvements to IFRS Standards 2018 – 2020.
IFRS 9 Financial Instruments
Clarifies which fees are included for the purpose of performing the ’10 percent test’ for derecognition of financial
liabilities.
IFRS 16 Leases
Removes the illustration of payments from the lessor relating to leasehold improvements.
The amendments are effective for annual periods beginning on or after January 1, 2022. Early adoption is permitted.
Interest Rate Benchmark Reform – Phase 2 (Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16)
On August 27, 2020, the IASB finalized its response to the ongoing reform of inter-bank offered rates and other interest
rate benchmarks by issuing a package of amendments to IFRS Standards.
The amendments are effective for annual periods beginning on or after January 1, 2021. Earlier application is permitted.
3.4 BASIS OF MEASUREMENT
Depending on the applicable IFRS requirements, 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.
3.5 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.
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3.6 RECAST OF COMPARATIVE AMOUNTS
The comparative amounts in the Statements of Financial Position and Statements of Cashflows have been recast from
those previously reported to classify non-revolving demand loans as a current liability. In prior annual financial
statements the non-revolving demand loans were presented in error as current or long-term liabilities in accordance
with the scheduled payment terms of the respective loans.
The reclassification to the comparative amounts had the following impact on the Statement of Financial Position:
Increase (decrease)
Non-revolving demand loans
Current portion of long-term debt
Increase to current liabilities

January 31, 2020
$13,748,967
($ 2,258,202)
$11,490,765

January 31, 2019
$ 7,079,826
($ 1,198,760)
$ 5,881,066

Long-term debt
Decrease to long-term liabilities

($11,490,765)
($11,490,765)

($ 5,881,066)
($ 5,881,066)

The reclassification to the comparative amounts had the following impact on the Statement of Cashflows:
Increase (decrease)
Issuance of non-revolving demand loans
Issuance of long-term debt, net of fees
Repayment of non-revolving demand loans
Repayment of long-term debt
4.

January 31, 2020
$7,961,780
($7,961,780)
$1,292,639
($1,292,639)

January 31, 2019
$ 4,476,518
($ 4,476,518)
$ 937,143
($ 937,143)

USE OF ESTIMATES AND JUDGEMENT

The preparation of financial statements in conformity with IFRS requires management to make judgments, estimates, and
assumptions that affect the application of policies and 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.
The estimates and underlying assumptions are reviewed on an ongoing basis. 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 accounting balances
below. The sensitivity analyses below should be used with caution as the changes are hypothetical and the impact of
changes in each key assumption may not be linear.
4.1 Significant judgments
Impairment Assessment
Impairment indicators include a significant decline in an asset’s market value, significant changes in the technological,
market, economic or legal environment in which the assets are operated, evidence of obsolescence or physical damage
of an asset, significant changes in the planned use of an asset, or ongoing under-performance of an asset. Application
of these factors to the facts and circumstances of a particular asset requires a significant amount of judgment.
Leases under IFRS 16
The Company exercises judgement as to whether it is likely to extend the term of the lease when the option is
provided.
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Deferred income taxes
Deferred income tax assets require management judgment in order to determine the amounts to be recognized. This
includes assessing the timing of the reversal of temporary differences to which deferred income tax rates are applied.
4.2 Assumptions and critical estimates
Revenue recognition from rendering services
Calculation of accrued revenue from the rendering of co-packing services recognized over time requires management
to make estimates about the stage of the Company’s efforts to manufacture customer products versus the total
performance obligation. Changes to estimates could be caused by a variety of factors, including the type and complexity
of the product which impacts the estimated labour required to manufacture it. A change in any of the estimates would
result in a change in the amount of revenue recognized and, as a result, a charge to net income recorded in the period
in which the change occurs, with a similar change in the carrying value of the asset on the balance sheet.
Sensitivity analysis
A 10% decrease in the estimate of accrued revenue would not have a significant impact on net income.
Property, plant and equipment and right-of-use assets
Calculation of the net book value of property, plant and equipment and right-of-use assets requires Management to
make estimates of the useful economic life of the assets, residual value at the end of the asset’s useful economic life,
method of depreciation and whether impairment in value has occurred. Residual values of the assets, estimated useful
lives and depreciation methodology are reviewed annually with the prospective application of any changes if deemed
appropriate. Changes to estimates could be caused by a variety of factors, including changes to the physical life of the
assets. A change in any of the estimates would result in a change in the amount of depreciation and, as a result, a charge
to net income recorded in the period in which the change occurs, with a similar change in the carrying value of the asset
on the balance sheet.
Sensitivity analysis
A 10% decrease in useful lives of the Company’s property, plant and equipment and right-of-use assets would result in
an additional charge to net income of approximately $750,000 annually.
Intangible assets
Calculation of the net book value of intangible assets requires Management to make estimates of the useful economic
life of the assets, method of amortization and whether impairment in value has occurred. Estimated useful lives and
amortization methodology are reviewed annually with the prospective application of any changes if deemed
appropriate. Changes to estimates could be caused by a variety of factors, including changes to the physical life of the
intangible assets. A change in any of the estimates would result in a change in the amount of amortization and, as a
result, a charge to net income recorded in the period in which the change occurs, with a similar change in the carrying
value of the asset on the balance sheet.
Sensitivity analysis
A 10% decrease in useful lives of the Company’s finite life intangible assets would not have a significant impact on net
income.
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Provisions
The provision relating to asset decommissioning costs requires Management to make estimates of the expected cash
flows, annual inflation rate, and discount rate for calculating the future legal obligations associated with the retirement
of the Company’s leased facility. Changes to estimates could be caused by a variety of factors, including changes due
to the passage of time, extension of the lease, or modifications to the leased facility. A change in any of the estimates
could result in a change in the amount of depreciation and accretion expense.
Sensitivity analysis
A 10% decrease in the provision would not have a significant impact on net income.
COVID-19 ESTIMATION UNCERTAINTY
During fiscal 2021, the COVID-19 pandemic had a material impact on the global economy, the scale and duration of
which remains uncertain. To date, there has been significant volatility in foreign exchange rates, and restrictions on
the conduct of business, including supply chain disruptions and travel restrictions. Depending on the duration and
extent of the impact of COVID-19, this could materially impact the Company’s results of operations, cash flows, and
financial position and could result in material changes to estimates used.
For further details on the Company’s response to the COVID-19 pandemic, please refer to the Description of the Business
section of the Management’s Discussion and Analysis for the year ended January 31, 2021.
5.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
5.1 REVENUE RECOGNITION
Revenue is recognized either at a point in time or over a period of time, and when the revenue can be measured reliably.
Revenue from the sale of goods to The Beer Store’s customers, as well as to the Liquor Control Board of Ontario and
other customers, is recognized at a point in time when the access to the benefits of the Company’s products have been
transferred to the buyer, and no significant uncertainties remain regarding recovery of the consideration due.
Revenue from the sale of goods is measured at the fair value of the consideration received or receivable, net of returns,
allowances, discounts, applicable federal and provincial production, environmental and excises taxes and distribution
service charges levied by applicable provincial liquor boards and government approved distribution agents.
Interest income is recognized as earned on an accrual basis using the effective interest method.
Co-pack revenue, arising from the use of the Company’s resources to manufacture products for others, is recognized
over a period of time to reflect the Company’s efforts to manufacture the customers’ products. These customers control
access to the benefits of the liquid manufactured for packaging, as well as the finished product. For production in
process, management assesses the extent of completion at each period end and accrues revenue accordingly. The
extent of completion is determined based on labour costs at the brewing, blending, and filtration stages in comparison
to the total estimated labour cost to produce the customer’s product.
5.2 GOVERNMENT GRANTS
Government grants are recognized where there is reasonable assurance that the grant will be received, and all the
required conditions are complied with.
Government grants in respect of capital expenditures are credited to the carrying amount of the related asset and are
released to income over the expected useful lives of the relevant assets. Government grants which are not associated
with an asset are credited to income to net them against the expense to which they relate.
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5.3 FINANCE COSTS
Finance costs consist of the following:
(a) interest paid or payable on borrowings;
(b) interest on lease liabilities;
(c) financing fees;
(d) accretion on decommissioning obligations; and
(e) fair value adjustments on financial instruments.
5.4 OPERATING SEGMENTS
Operating segments are reported in a manner consistent with the internal reporting provided to the executive officers
of the Company (“Executive Team”), who are considered to be the Company’s “chief-operating decision makers”. The
Executive Team has determined that the Company operates in a single industry segment which involves the production,
distribution and sale of alcohol-based products. Virtually all the Company’s sales are within Canada, with a small volume
sold in the United States.
5.5 FOREIGN CURRENCIES
Foreign currency transactions are accounted for at exchange rates prevailing at the date of the transactions. Monetary
assets and liabilities denominated in foreign currencies are translated at the period end date rate. Gains and losses
resulting from the settlement of foreign currency transactions and from the translation of monetary assets and liabilities
denominated in foreign currencies are recognized in the Statements of Comprehensive Income. Non-monetary assets
and liabilities measured at historical cost and denominated in foreign currencies are translated at the foreign exchange
rate prevailing at the date of the transaction. Non-monetary assets and liabilities measured at fair value and
denominated in foreign currencies are translated at the foreign exchange rate prevailing at the date the fair value was
determined.
5.6 PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment is measured at cost, or deemed cost, less accumulated depreciation and impairment
losses. Cost includes the purchase price and any costs directly attributable to bringing the asset to the location and
condition necessary for it to be capable of operating in a manner intended by management (i.e. transportation and the
costs of dismantling and removing the items and restoring the site on which they are located, if applicable).
Expenditures that extend the useful life or increase the service capacity of an asset are capitalized, while expenditures
that relate to day-to-day servicing to repair or maintain an asset are expensed as incurred. Major spare parts are
recognized as items of property, plant, and equipment when the Company expects to use them during more than one
period.
Depreciation is provided so as to write off the cost of the asset, less its estimated residual value (if any) over its
estimated useful life on the following basis:
Asset Class
Leasehold improvements
Returnable containers
Machinery and equipment
Computer equipment
Furniture and fixtures
Vehicles
Major spare parts

Basis
Straight-line
Straight-line
Straight-line
Straight-line
Straight-line
Straight-line
Straight-line

Useful Life (years)
5 – 30
4–7
3 – 30
2–5
5
3
4

Where components of assets have different useful lives, depreciation is calculated for each significant component. The
estimated useful life of each asset component has due regard to both its own physical life limitations and the future
economic benefits expected to be consumed by the Company through the use of the asset.
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The Company reviews the residual value and useful lives of depreciable assets on an annual basis and where revisions
are made to either the residual value or useful life, the Company applies such changes in estimates on a prospective
basis.
The Company reviews its depreciation method on an annual basis and where revisions are made to reflect the expected
pattern of consumption of the future economic benefits embodied in the asset, the Company applies such changes in
estimates on a prospective basis.
The net carrying amounts of property, plant and equipment assets are reviewed for impairment either individually or
at the cash-generating unit level when events and changes in circumstances indicate that the carrying amount may not
be recoverable. To the extent that these values exceed their recoverable amounts, the excess is fully provided for in
the financial year in which it is determined (refer to impairment policy).
Where the Company receives compensation from third parties for items of property, plant and equipment that were
impaired, lost or given up, these amounts are presented as an income or expense item in the Statements of
Comprehensive Income when they become receivable.
Where an item of property, plant and equipment is disposed of by sale, it is de-recognized and the difference between
the carrying value and net sales proceeds is disclosed as an income or expense item in the Statements of Comprehensive
Income.
Any items of property, plant and equipment that cease to have future economic benefits expected to arise from their
continued use are de-recognized with the associated loss included as depreciation expense.
5.7 BORROWING COSTS
Borrowing costs of qualifying assets are capitalized for periods preceding the dates that the assets are available for use.
All other borrowing costs are recognized as an expense in the financial period when incurred.
5.8 INTANGIBLE ASSETS
Listings
Listings relate to costs incurred by the Company to list its products within The Beer Store. The Company’s products will
continue to be listed provided that the products meet sales thresholds specified by The Beer Store. Listings have a
finite useful life and are measured at acquisition cost less accumulated amortization and impairment losses (refer to
impairment policy). In order to reflect that a portion of the listings have a finite life, the Company amortizes its listings
over a 20-year period, which represents management’s best estimate of the expected average useful life of these
assets.
Trademarks
Trademarks are indefinite life intangibles that relate to brands, trade names, formulas, rights, licenses or recipes that
have been acquired by the Company. Trademarks are measured at acquisition cost less any impairment in value (refer
to impairment policy).
Computer software and licenses
Purchased software and licenses have finite useful lives and are carried at cost and amortized on a straight-line basis
over three years. Costs associated with maintaining purchased computer software programs are recognized as an
expense as incurred. Expenditures on internally developed software are capitalized when the expenditures qualify as
development activities; otherwise, they are expensed as incurred.
Where an intangible asset is disposed of, it is de-recognized and the difference between its carrying value and the net
sales proceeds is reported as a gain or loss on disposal in the Statements of Comprehensive Income in the period the
disposal occurs.
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5.9 IMPAIRMENT OF NON-FINANCIAL ASSETS
The carrying amounts of items in property, plant and equipment, right-of-use assets and intangible assets with a finite
life 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. Intangible assets
with an indefinite life are tested for impairment annually on January 31. An asset’s recoverable amount is determined
as the higher of its fair value less costs to sell and its value-in-use. Such reviews are undertaken on an asset-by-asset
basis, except where assets do not generate cash flows independent of other assets, in which case the assets are grouped
together into the smallest group of assets that generate independent cash inflows and then a review is undertaken at
the cash-generating unit level.
Where a cash-generating unit includes intangible assets, which are either not available for use or which have an
indefinite useful life (and which can only be tested as part of a cash-generating unit), an impairment test is performed
at least annually or whenever there is an indication that the carrying amounts of such assets may be impaired.
If the carrying amount of an individual asset or cash-generating unit exceeds its recoverable amount, an impairment
loss is recorded in the Statements of Comprehensive Income to reflect the asset at the lower amount. In assessing the
value-in-use, the relevant future cash flows expected to arise from the continuing use of such assets and from their
disposal are discounted to their present value using a pre-tax discount rate which reflects the current market’s
assessments of the time value of money and asset-specific risks for which the cash flow estimates have not been
adjusted. Fair value less costs to sell is determined as the amount that would be obtained from the sale of the asset in
an arm’s-length transaction between knowledgeable and willing parties.
A reversal of a previously recognized impairment loss is recorded in the Statements of Comprehensive Income when
events or circumstances dictate that the estimates used to determine the recoverable amount have changed since the
prior impairment loss was recognized. The carrying amount is increased to the recoverable amount but not beyond the
carrying amount net of amortization which would have arisen if the prior impairment loss had not been recognized.
After such a reversal, the amortization charge is adjusted in future periods to allocate the asset’s revised carrying
amount, less any residual value, on a systematic basis over its remaining useful life.
5.10 INVENTORIES
Inventories are recorded at the lower of cost and net realizable value. Cost includes expenditures incurred in acquiring
the inventories and bringing them to their existing location and condition. Net realizable value is the estimated selling
price in the ordinary course of business, less the estimated costs to complete and sell the product.
The cost of raw materials and supplies are determined on a first-in, first-out basis. The cost of finished goods and workin-process are determined on an average cost basis and include raw materials, direct labour, and an allocation of fixed
and variable overhead based on normal capacity.
Inventories are written down to net realizable value if that net realizable value is less than the carrying amount of the
inventory item at the reporting date. If the net realizable value subsequently increases, a reversal of the loss initially
recognized is applied to cost of sales.
5.11 CASH AND CASH EQUIVALENTS
Cash and cash equivalents include all cash balances and short-term highly liquid investments with maturities of three
months or less from the date of acquisition, that are readily convertible into cash. Cash and cash equivalents are stated
at face value, which approximates their fair value.
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5.12 PROVISIONS
General
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. Where the Company expects some or all the provisions
to be reimbursed, the reimbursement is recognized as a separate asset when reimbursement is virtually certain. The
expense relating to any provision is presented in profit or loss net of any reimbursement. If the effect of the time value
of money is material, provisions are discounted using current pre-tax discount rates that reflect, where appropriate,
the risks specific to the liability. Where discounting is used, the increase in the provision due to the passage of time is
recognized as a finance cost.
Decommissioning liabilities
The Company recognizes a provision for the restoration costs associated with its leased facilities in the financial period
when the related facility modification occurs, based on estimated future costs, using information available at the period
end date. The provision is discounted using a current market-based pre-tax discount rate. An increase in the provision
due to the passage of time is reflected as a finance cost and the provision is reduced by actual restoration costs incurred.
At the time of establishing the provision, a corresponding asset is capitalized, where it gives rise to a future benefit and
depreciated over the useful life of the leased facility.
The provision is reviewed on an annual basis for changes to the future obligation. Changes in the estimated future costs
involved or in the discount rate are added to or deducted from the cost of the related asset to the extent of the carrying
amount of the asset and are recognized through profit or loss thereafter.
5.13 LEASES
The Company recognizes a right-of-use asset and a lease liability at the lease commencement date. The right-of-use
asset is initially measured at cost, which comprises the initial amount of the lease liability adjusted for any lease
payments made at or before the commencement date, plus any initial direct costs incurred, less any lease incentives
received.
The right-of-use asset is subsequently depreciated using the straight-line method from the commencement date to the
end of the lease term, unless the lease transfers ownership of the underlying asset to the Company by the end of the
lease term or the cost of the right-of-use asset reflects that the Company will exercise a purchase option. In that case
the right-of-use asset will be depreciated over the useful life of the underlying asset, which is determined on the same
basis as those of property, plant and equipment. In addition, the right-of-use asset is periodically reduced by
impairment losses, if any, and adjusted for certain remeasurements of the lease liability.
The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily
determined, the Company’s incremental borrowing rate. Generally, the Company uses its incremental borrowing rate
as the discount rate.
The Company determines its incremental borrowing rate by obtaining interest rates from various external financing
sources and makes certain adjustments to reflect the terms of the lease and type of asset leased.
Lease payments included in the measurement of the lease liability comprise the following:
 fixed payments;



the exercise price under a purchase option that the Company is reasonably certain to exercise, lease payment
in an optional renewal period if the Company is reasonably certain to exercise an extension option, and
penalties for early termination of a lease unless the Group is reasonably certain not to terminate early.

The lease liability is measured at amortized cost using the effective interest method. It is remeasured when there is a
change in future lease payments arising from a change in rate, if there is a change in the Company’s estimate of the
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amount expected to be payable under a residual value guarantee, or if the Company changes its assessment of whether
it will exercise a purchase, extension or termination option.
When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying amount of the
right-of-use asset, or is recorded in profit or loss if the carrying amount of the right-of-use asset has been reduced to
zero.
Leases with a term less than twelve months or of a low value are expensed as incurred.
5.14 INCOME TAXES
Income tax assets/liabilities are comprised of current and deferred tax:
Current tax
Current income tax is calculated based on tax laws enacted or substantially enacted at the period end date in the
country where the Company operates and generates taxable income. Current tax includes adjustments to tax payable
or recoverable in respect of previous periods.
Deferred tax
Deferred tax is recognized using the balance sheet method in respect of all temporary differences except:
 where the deferred income tax liability arises from the initial recognition of goodwill, or the initial recognition of
an asset or liability in a transaction that is not a business combination and, at the time of the transaction, affects
neither the accounting profit nor taxable profit or loss; and
 in respect of taxable temporary differences associated with investments in subsidiaries, associates or joint
ventures, where the timing of the reversal of temporary differences can be controlled and it is probable that the
temporary differences will not reverse in the foreseeable future.
Deferred income tax assets are recognized for all deductible temporary differences, carry-forward of unused tax assets
and unused tax losses, to the extent that it is probable that taxable profit will be available against which the deductible
temporary differences and the carry-forward of unused tax assets and unused tax losses can be utilized except:
 where the deferred income tax asset relating to the deductible temporary difference arises from the initial
recognition of an asset or liability in a transaction that is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable profit or loss; and
 in respect of deductible temporary differences associated with investments in subsidiaries, associates and interests
in joint ventures, where deferred tax assets are recognized only to the extent that it is probable that the temporary
differences will reverse in the foreseeable future and taxable profit will be available against which the temporary
differences can be utilized.
The carrying amount of deferred income tax assets is reviewed at each period end date and reduced to the extent that
it is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred income tax asset
to be utilized. To the extent that an asset not previously recognized fulfills the criteria for recognition, a deferred income
tax asset is recorded.
Deferred tax is measured on an undiscounted basis at the tax rates that are expected to apply in the periods in which
the asset is realized, or the liability is settled, based on tax rates and tax laws enacted or substantively enacted at the
period end date.
Current and deferred taxes relating to items recognized directly in equity are recognized in equity and not in the
Statements of Comprehensive Income.
Deferred income tax assets and deferred income tax liabilities are offset if a legally enforceable right exists to set off
current tax assets against current tax liabilities and the deferred income taxes relate to the same taxable entity and the
same taxable authority.

22

WATERLOO BREWING LTD.  FISCAL 2021

Sales tax
Revenues, expenses, assets and liabilities are recognized net of the amount of sales tax except:
 where the sales tax incurred on a purchase of assets or services is not recoverable from the taxation authority, in
which case the sales tax is recognized as part of the cost of acquisition of the asset or as part of the expense item
as applicable; and
 receivables and payables that are stated with the amount of sales tax included.
The net amount of sales tax recoverable from, or payable to, the taxation authority is included as part of receivables or
payables in the statements of financial position.
5.15 SHARE CAPITAL
Common share capital
Issued and paid up capital is recognized at the consideration received by the Company. Incremental costs directly
attributable to the issuance of shares or options are shown in equity as a deduction, net of tax, from the proceeds.
Dividends
A provision is not made for dividends unless the dividends have been declared by the Board of Directors on or before
the end of the period and have not been distributed at the reporting date.
5.16 SHARE-BASED PAYMENTS
The Company accounts for all share-based payments to employees and non-employees, consisting of stock options and
the employee share purchase plan, using the fair value-based method. Under the fair value-based method, the fair
value of the share options are estimated at the grant date, using an option pricing model. Based upon the expected
number of options that will vest, the fair value of the options granted is expensed over the vesting period with credit
to share-based payments reserve. When options are exercised, share capital in equity is increased by the amount of
the proceeds received and the related amount previously in share-based payments reserve.
5.17 EARNINGS PER SHARE
Basic earnings per share are determined by dividing net earnings by the weighted average number of common shares
outstanding during the period. Diluted earnings per share adjusts the figures used in the determination of basic
earnings per share to take into account the additional shares from the assumed exercise of stock options. The number
of additional shares is calculated by assuming that outstanding stock options were exercised and that the proceeds
from such exercises were used to acquire common shares at the average market price during the period.
5.18 FINANCIAL INSTRUMENTS
All financial instruments are recorded at fair value on initial recognition.
Financial assets
Financial assets are designated at inception into one of the following categories: held-to-maturity, available-for-sale,
loans-and-receivables or at fair value through profit and loss (“FVTPL”). The classification depends on the entity’s
business model for managing the financial assets and the contractual terms of the cash flows. Financial assets are
derecognized when the rights to receive cash flows from the financial assets have expired or have been transferred and
the Company has transferred substantially all the risks and rewards of ownership.
Transaction costs associated with financial assets other than those designated at FVTPL are included in the initial
carrying amount of the asset.
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Subsequent measurement of a financial asset depends on the Company’s business model for managing the asset and
the cash flow characteristics of the asset. There are three measurement categories into which the Company classifies
its financial assets:


Amortized cost: Assets that are held for collection of contractual cash flows where those cash flows represent
solely payments of principal and interest are measured at amortized cost. Interest income from these financial
assets is included in interest income using the effective interest rate method. Any gain or loss arising on
derecognition is recognized directly in net income and presented in other gains (losses) together with foreign
exchange gains and losses. Impairment losses are presented as a separate line item in the Statements of
Comprehensive Income.



FVOCI: Assets that are held for collection of contractual cash flows and for selling the financial assets, where the
assets’ cash flows represent solely payments of principal and interest, are measured at fair value through other
comprehensive income (“FVOCI”). Movements in the carrying amount are taken through other comprehensive
income (“OCI”), except for the recognition of impairment gains or losses, interest income and foreign exchange
gains and losses which are recognized in net income. When the financial asset is derecognized, the cumulative gain
or loss previously recognized in OCI is reclassified from equity to net income and recognized in other gains (losses).
Interest income from these financial assets is included in interest income using the effective interest rate method.
Foreign exchange gains and losses are presented in other gains (losses) and impairment expenses are presented as
a separate line item in the Statements of Comprehensive Income.



FVTPL: Assets that do not meet the criteria for amortized cost or FVOCI are measured at FVTPL. A gain or loss on
a financial asset that is subsequently measured at FVTPL is recognized in net income and presented net within
other gains (losses) in the period in which it arises.
Impairment
The Company assesses on a forward-looking basis the expected credit losses associated with its financial assets
carried at amortized cost. The impairment methodology applied depends on whether there has been a significant
increase in credit risk.
For trade receivables, the Company applies the simplified approach permitted by IFRS 9 Financial Instruments (IFRS
9), which requires expected lifetime losses to be recognized from the initial recognition of the receivables.

Financial liabilities
Under IFRS 9, financial liabilities are recognized initially at fair value. The fair value on initial recognition is the fair value
of the consideration received. Subsequent to the initial recognition the financial liabilities are measured at amortized
cost using the effective interest rate method.
Financial liabilities comprise accounts payable and accrued liabilities, bank indebtedness, lease liabilities, non-revolving
demand loans, and long-term debt. Due to the short-term nature of accounts payable, carrying value is considered to
approximate fair value.
Derivatives and contracts with embedded derivatives
Derivatives, including separated embedded derivatives, are classified as FVTPL unless they are designated as effective
hedging instruments.
The Company considers whether a contract contains an embedded derivative when the Company becomes a party to
the contract. Embedded derivatives are separated from the host contract if it is not measured at fair value through
profit and loss and when the economic characteristics and risks are not closely related to the host contract.
Contracts involving non-financial items
The Company enters into contracts involving non-financial items for the purchase of raw materials and packaging
supplies. These contracts are entered into and held for the purposes of the receipt or delivery of a non-financial item
in accordance with the Company’s expected purchase, sale or usage requirements.
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Fair values
Financial instruments recorded on the statements of financial position are categorized based on the fair value hierarchy
of inputs. The three levels of the fair value hierarchy are described as follows:





Level 1 – unadjusted quoted prices in active markets for identical assets or liabilities. The Company does not use
Level 1 inputs for its fair value measurements.
Level 2 – inputs, other than quoted prices in active markets, that are observable for the asset or liability either
directly or indirectly. The Company’s Level 2 inputs include quoted market prices for interest rates and credit risk
premiums. The Company obtains information from sources including the Bank of Canada and market exchanges.
The Company uses Level 2 inputs for all of its financial instrument fair value measurements.
Level 3 – inputs that are not based on observable market data. The Company does not use Level 3 inputs for any
of its fair value measurements.

RELATED PARTY TRANSACTIONS
The Company views related parties as those persons or entities that are able to directly or indirectly control or exercise
significant influence over the Company in making financial and operational decisions. A transaction is a related party
transaction where there is transfer of resources, services or obligations between the Company and the related party.
All related party transactions entered into by the Company that are in the normal course of business and have
commercial substance are measured at the exchange amount.
6.

ACCOUNTS RECEIVABLE

The accounts receivable balance consists of the following:
January 31, 2021
$

Trade Customers
Other
Allowance
Net accounts receivable

$

7,836,501
2,034,560
9,871,061
9,871,061

January 31, 2020
$

$

3,766,858
1,209,368
4,976,226
4,976,226

Movement in the allowance for accounts receivable consists of the following:
January 31, 2021
Allowance, beginning of year
Additional amounts provided during the year
Amounts written off during the year

$

Allowance, end of year

$

January 31, 2020

$
20,445
(20,445)
-

$

93,454
(93,454)
-

The solvency of customers and their ability to repay receivables were considered in assessing the impairment of accounts
receivable. No collateral is held in respect of impaired receivables or receivables that are past due but not impaired.
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Below is an aged analysis of the Company’s accounts receivable:
January 31, 2021
$

Not yet due, or less than 31 days past due
Past the due date but not impaired:
31-60 days
61-90 days
Over 90 days

$

279,707
23,743
$

7.

9,567,611

January 31, 2020

9,871,061

4,929,781

45,013
1,432
$

4,976,226

INVENTORIES

The inventories balance consists of the following:
Raw materials, supplies and other
Work in progress and finished goods

January 31, 2021
$
$

5,713,499 $
8,630,997
14,344,496 $

January 31, 2020
2,475,910
8,007,002
10,482,912

As at January 31, 2021, a provision of $110,339 (January 31, 2020 - $95,480) has been netted against inventory to account
for obsolete materials.
The cost of inventories recognized as cost of sales during the year ended January 31, 2021 are $57,956,234 (January 31,
2020 - $35,585,217). Included in this amount are charges related to impairment caused by obsolescence. During the year
ended January 31, 2021, these charges amounted to $67,604 (January 31, 2020 - $122,534).
Refer to notes 11 and 14 for details on the Company’s inventories that have been pledged as security against liabilities.
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8. PROPERTY, PLANT & EQUIPMENT

Leasehold
improvements
Cost or deemed cost
Balance at February 1, 2019
Additions
Disposals
Balance at January 31, 2020

$

Cumulative depreciation and impairment
Balance at February 1, 2019
Depreciation charge for the year
Depreciation on disposals
Balance at January 31, 2020

5,305,296
5,500,372
10,805,668

(2,026,378)
(293,851)
(2,320,229)

$ 8,266,014
1,026,830
9,292,844

Machinery and
equipment

$

(7,093,397)
(490,191)
(7,583,588)

Computer Furniture and
equipment
fixtures

33,367,800 $ 2,272,863
5,666,790
263,520
(25,000)
39,009,590
2,536,383

(14,114,908)
(3,341,367)
23,924
(17,432,351)

$

(1,703,500)
(281,734)
(1,985,234)

$

(327,407)
(67,834)
(395,241)

555,852
555,852

Major spare
parts

Total property, plant
and equipment

$ 153,648
34,441
188,089

$

(360,679)
(94,882)
(455,561)

(133,870)
(9,092)
(142,962)

50,406,064
12,742,780
(25,000)
63,123,844

(25,760,139)
(4,578,951)
23,924
(30,315,166)

$

$ 1,709,256

$

21,577,239

551,149

$

340,177

$

100,291

$

45,127

$

32,808,678

Cost or deemed cost
Balance at February 1, 2020
Additions
Disposals
Balance at January 31, 2021

$ 10,805,668 $ 9,292,844
2,327,082
1,335,551
(231,433)
12,901,317
10,628,395

$

39,009,590 $ 2,536,383
15,323,884
392,904
(189,595)
54,143,879
2,929,287
`

$

735,418
55,285
790,703

$

555,852
555,852

$ 188,089
23,057
211,146

$

63,123,844
19,457,763
(421,028)
82,160,579
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Net book value as at January 31, 2021

(2,320,229)
(656,461)
13,370
(2,963,320)

$

9,937,997

(7,583,588)
(815,455)
(8,399,043)

$ 2,229,352

$

484,591
250,827
735,418

Vehicles

Net book value as at January 31, 2020

Cumulative depreciation and impairment
Balance at February 1, 2020
Depreciation charge for the period
Depreciation on disposals
Balance at January 31, 2021

8,485,439

Returnable
containers

(17,432,351)
(3,350,663)
183,467
(20,599,547)

$

33,544,332

(1,985,234)
(390,645)
(2,375,879)

$

553,408

(395,241)
(106,297)
(501,538)

$

289,165

(455,561)
(75,850)
(531,411)

$

24,441

(142,962)
(16,772)
(159,734)

$

51,412

(30,315,166)
(5,412,143)
196,837
(35,530,472)

$

46,630,107
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At January 31, 2021, the Company had machinery and equipment of $5,225,725, (January 31, 2020 - $984,009) that was in
process of being installed. No depreciation was taken on this machinery and equipment as it was not available for use at
year-end.
Cash used for purchases of property, plant and equipment consists of the following:
January 31, 2021 January 31, 2020
$

Additions during the period
Construction deposits paid in a prior period
Increase to asset retirement obligation asset

$

19,457,763 $
(1,050,425)
18,407,338 $

12,742,780
(1,386,464)
(342,553)
11,013,763

9. RIGHT-OF-USE ASSETS
Equipment
Cost or deemed cost
Balance at February 1, 2019
Right-of-use assets on transition to IFRS 16
Additions
Disposals
Balance at January 31, 2020

$

Cumulative depreciation and impairment
Balance at February 1, 2019
Depreciation charge for the period
Depreciation on disposals
Disposals
Balance at January 31, 2020
Net book value as at January 31, 2020

Cost or deemed cost
Balance at February 1, 2020
Additions
Disposals
Balance at January 31, 2021

$

(735,504)
(772,456)
(1,507,960)

10,623,673
6,939,566
17,563,239

Vehicles

$

(622,097)
(622,097)

215,761
220,065
(38,657)
397,169

Total right-of-use
assets

$

(156,648)
21,607
(135,041)

5,483,077
10,839,434
13,822,240
(38,657)
30,106,094

(735,504)
(1,551,201)
21,607
(2,265,098)

$

10,637,726

$

16,941,142

$

262,128

$

27,840,996

$

12,145,686
189,745
12,335,431

$

17,563,239
954,184
18,517,423

$

397,169
167,352
(91,732)
472,789

$

30,106,094
1,311,281
(91,732)
31,325,643

Cumulative depreciation and impairment
Balance at February 1, 2020
Depreciation charge for the period
Depreciation on disposals
Balance at January 31, 2021

Net book value as at January 31, 2021
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5,483,077
6,662,609
12,145,686

Building
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(1,507,960)
(1,185,167)
(2,693,127)

$

9,642,304

(622,097)
(854,638)
(1,476,735)

$

17,040,688

$

(135,041)
(151,562)
67,683
(218,920)

(2,265,098)
(2,191,367)
67,683
(4,388,782)

253,869

26,936,861

10. INTANGIBLE ASSETS
The Company’s intangible assets consist of the following:
Listings
Cost
Balance at February 1, 2019
Acquired separately

$

Balance at January 31, 2020

Cost
Balance at February 1, 2020
Acquired separately
Balance at January 31, 2021

11,642,014
-

Other
$

11,642,014

(386,339)
(204,027)
(590,366)

Total

11,744
-

$

11,744

-

15,640,075
134,624
15,774,699

-

(386,339)
(204,027)
(590,366)

$

3,530,575

$

11,642,014

$

11,744

$

15,184,333

$

4,120,941
25,659
4,146,600

$

11,642,014
11,642,014

$

11,744
11,744

$

15,774,699
25,659
15,800,358

Cumulative amortization and impairment
Balance at February 1, 2020
Amortization charge for the year
Balance at January 31, 2021
Net book value as at January 31, 2021

$

4,120,941

Cumulative amortization and impairment
Balance at February 1, 2019
Amortization charge for the year
Balance at January 31, 2020
Net book value as at January 31, 2020

3,986,317
134,624

Trademarks

$

(590,366)
(207,166)

-

-

(590,366)
(207,166)

(797,532)

-

-

(797,532)

3,349,068

$

11,642,014

$

11,744

$

15,002,826

Listings
Listings relate to costs incurred by the Company to list its products within The Beer Store. Listings have a finite useful life
and are measured at acquisition cost less accumulated amortization and impairment losses. For the year ended January 31,
2021, there were no indicators of impairment in the carrying value of the Company’s finite life intangible assets.
Trademarks
Trademarks primarily relate to the Company’s acquisition of the Laker and Seagram trademarks. The Company expects
these assets to generate economic benefit in perpetuity. As such, the Company assessed these intangibles to have indefinite
useful lives. Trademarks are measured at acquisition cost less any impairment in value
The Company completed its annual impairment tests for indefinite life intangible assets (in accordance with note 5.9 above)
and for the year ended January 31, 2021, concluded that there were no indicators of impairment in the carrying value. The
key assumptions used to calculate the fair value less costs to sell are cash flow forecasts, growth rates, and discount rate.
These assumptions are considered to be Level 3 in the fair value hierarchy.
The weighted average cost of capital at January 31, 2021 was determined to be 2.9% (January 31, 2020 – 3.3%) and is based
on a dividend yield, growth rate, and cost of debt determined using the Company’s weighted average interest rate on its
existing debt. Cashflow projections have been discounted using the after-tax weighted average cost of capital. The
Company included a minimum of three years of cash flows in its discounted cash flow model based on the budget approved
by the Board for the year ended January 31, 2022 and an extrapolation of the cash flow forecast beyond January 31, 2022
using estimated growth rates.
Refer to notes 11 and 14 for details on the Company’s intangible assets that have been pledged as security for liabilities.
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11. BANK INDEBTEDNESS
The Company has an operating line of credit from HSBC Bank Canada (“HSBC”) which has been increased on a temporary
basis from $8,000,000 to $12,000,000 until March 31, 2021, and will increase to $15,000,000 from April 1, 2021 to June 30,
2021, decrease to $12,000,000 from July 1, 2021 to August 31, 2021, and decrease to $8,000,000 on September 1, 2021 and
thereafter. The operating line of credit bears interest ranging from a rate of Canadian bank prime to Canadian bank prime
plus 1.00% per annum depending on the Company’s leverage ratio.
The net balance drawn on the operating line of credit as of January 31, 2021 is $3,962,289 (January 31, 2020 - $790,224).
Bank indebtedness includes outstanding cheques. Interest expense for the year ended January 31, 2021 was $84,275
(January 31, 2020 - $94,249). These charges have been included as part of finance costs in the Statements of Comprehensive
Income.
The operating line of credit is secured by a general security agreement over all assets other than real property, and a general
assignment of book debts creating a first priority assignment.
The terms of the operating line of credit payable to HSBC require the Company to comply with certain financial covenants
which include a Senior Funded Debt to EBITDA (Earnings before interest, income taxes, depreciation and amortization,
gain or loss on disposal of property, plant, and equipment and right-of-use assets, share-based payments, and loss on
misappropriated funds) ratio and Fixed Charge Coverage Ratios (pre-dividend and post-dividend). The Company is in
compliance with the financial covenants required under the terms the operating facility as of January 31, 2021.
12. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES
Accounts payable and accrued liabilities consist of the following categories:
January 31, 2021
Trade payables
Other payables and accrued liabilities

$
$

10,314,225
11,027,110
21,341,335

January 31, 2020
$
$

5,695,044
7,214,727
12,909,771

The Company’s trade payables relate to amounts outstanding for trade purchases relating to the production of alcoholbased products and for general administrative activities.
The Company’s other payables category includes amounts relating to federal and provincial sales taxes and production taxes
associated with the manufacturing and distribution of alcohol-based products. The Company’s accrued liabilities mainly
relate to salaries, benefits and other personnel related expenses as well as accruals relating to accounting and legal
expenses.
During the last quarter of fiscal 2020, the Company announced that it had been subject to a social engineering cyberattack
by a sophisticated third party that resulted in a wire transfer of the Company’s funds to a fraudulent third party account.
To date, the Company has not recovered any of the funds wired to the fraudulent third party account and the liability to the
intended recipient of the wire transfer remains outstanding as at January 31, 2021 in the amount of $2,077,515. While the
Company is actively taking measures to recover the funds, there can be no assurance that such measures will result in the
return of all or a portion of the misappropriated funds in a timely manner or at all.
Accounts payables and accrued liabilities are expected to be settled within the next 12 months.
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13. LEASE LIABILITIES
Movement in the lease liabilities consists of the following:

Lease liabilities (including current portion), beginning of year
Lease liabilities on transition to IFRS 16
Lease liabilities for assets acquired under lease
Reduction to lease liabilities for disposal of right-of-use assets
Interest payable on lease liabilities
Repayments during the period
Lease liabilities (including current portion), end of year
Current lease liabilities payable within one year
Non-current lease liabilities payable thereafter

January 31, 2021
$

$
$
$

26,095,870
1,311,281
(22,929)
1,110,721
(3,690,484)
24,804,459
3,282,080
21,522,379

January 31, 2020
$

$
$
$

3,011,893
10,839,434
13,822,240
(14,638)
944,525
(2,507,584)
26,095,870
2,869,733
23,226,137

The payments for leases are due as follows:

January 31, 2021
Due within one year
Due in one to five years
Due in over five years

$

$

3,282,080
6,834,652
14,687,727
24,804,459

January 31, 2020
$

$

2,869,733
7,115,968
16,110,169
26,095,870

The following amounts were recognized in profit and loss during the year:
January 31, 2021
Interest expense on lease liabilities
Depreciation on right-of-use assets
Expenses related to short-term leases
Expenses related to leases of low-value assets

$

1,110,721
2,191,367
488,828
8,904

January 31, 2020
$

944,525
1,551,201
518,051
8,711

During the fourth quarter of fiscal 2021, the Company signed an agreement to lease warehouse space for a term of 3.75
years. The agreement has minimum square footage requirements which increase at specific dates during the term of the
lease. In accordance with IFRS 16 Leases, the Company recorded a right-of-use asset and lease liability in the amount of
$954,184 on the commencement date of December 1, 2020. Additional right-of-use assets and lease liabilities will be
recorded as the square footage increases. The Company anticipates a total increase to its right-of-use assets and lease
liabilities of approximately $2,900,000 by August 1, 2021. The lease is expected to increase depreciation in fiscal 2022 by
approximately $900,000 per year and increase interest expense by approximately $65,000 per year. The impact on
depreciation and interest in the fourth quarter of fiscal 2021 was nominal.
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14. NON-REVOLVING DEMAND LOANS
Non-revolving demand loans consist of the following:
January 31, 2021
Non-revolving demand loan payable to HSBC , bearing interest rate of 3.85% with monthly
principal payments of $23,809 until July 1, 2023.

$

710,895

January 31, 2020

$

948,991

Non-revolving demand loan payable to HSBC , bearing interest rate of 3.44% with monthly
blended payments of $26,825 until June 19, 2024.

1,036,531

1,271,271

Non-revolving demand loan payable to HSBC , bearing interest rate of 3.92% with monthly
blended payments of $40,907 until September 14, 2024.

1,673,088

2,021,217

Non-revolving demand loan payable to HSBC , bearing interest rate of 4.02% with monthly
blended payments of $25,667 until March 22, 2026.

1,434,908

1,639,589

Non-revolving demand loan payable to HSBC , bearing interest rate of 3.46% with monthly
blended payments of $46,435 until January 7, 2027.

3,015,461

3,386,715

Non-revolving demand loan payable to HSBC , bearing interest rate of 3.56% with monthly
blended payments of $26,963 until February 16, 2027.

1,767,640

1,981,184

Non-revolving demand loan payable to HSBC , bearing interest rate of 3.50% with monthly
blended payments of $33,600 until March 24, 2027.

2,233,619

2,500,000

Non-revolving demand loan payable to HSBC , bearing interest rate of 2.79% with monthly
blended payments of $26,783 until May 21, 2027.

1,863,909

-

Non-revolving demand loan payable to HSBC , bearing interest rate of 3.30% with monthly
blended payments of $66,745 until September 25, 2027.

4,787,146

-

Non-revolving demand loan payable to HSBC , bearing interest rate of 3.09% with monthly
blended payments of $37,485 until October 31, 2027.

2,767,731

-

Non-revolving demand loan payable to HSBC , bearing interest rate of 3.08% with monthly
blended payments of $18,643 until November 6, 2027.

1,377,000

-

Non-revolving demand loan payable to HSBC , bearing interest rate of 3.19% with monthly
blended payments of $42,936 until January 21, 2028.

3,228,451

-

$
$
$

Total non-revolving demand loans
Non-revolving demand loans payable within one year
Non-revolving demand loans payable thereafter

25,896,379
25,896,379
-

$
$
$

13,748,967
13,748,967
-

The non-revolving demand loans payable to HSBC are secured by a general security agreement over all assets, a collateral
mortgage in the amount of $1,500,000 over real property, and a first position security interest in processing plant and
equipment, accounts receivable and inventories. The above loans are due on demand and have been presented as current
liabilities in the Statements of Financial Position.
In the absence of demand by the lender, the scheduled payment terms for the non-revolving demand loans are due as
follows:
January 31, 2021
Due within one year
Due in one to five years
Due in over five years

$

$

4,209,930
16,365,701
5,320,748
25,896,379

January 31, 2020
$

$

2,258,202
8,823,678
2,667,087
13,748,967

During the fourth quarter of fiscal 2021, the Company received a new non-revolving demand loan facility of $12 million
from HSBC to support the purchase of a new canline and tanks to increase capacity.
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The financial covenants for the non-revolving demand loans payable to HSBC are the same as those under the operating
line of credit facility discussed above. The Company was in compliance with these financial covenants at January 31, 2021
and January 31, 2020.
Movement in the non-revolving demand loans consists of the following:

January 31, 2021
$

Non-revolving demand loan, beginning of year
Issuance of non-revolving demand loans
Repayment of non-revolving demand loans
Non-revolving demand loans, end of year

$

January 31, 2020

13,748,967 $
14,505,315
(2,357,903)
25,896,379 $

7,079,826
7,961,780
(1,292,639)
13,748,967

15. LONG-TERM DEBT
Long-term debt consists of the following:

January 31, 2021

Loan payable to Wells Fargo (stated net of transaction costs of $3,838), bearing interest at
4.01%, and monthly blended payments of $30,450 until June 9, 2021.
Loan payable to Wells Fargo, bearing interest at 4.36%, and monthly blended payments of
$35,971 until June 1, 2025.
Total long-term debt
Total current
Total non-current

$

$
$
$

146,899

January 31, 2020

$

489,069

1,731,306
1,878,205 $
510,275 $
1,367,930 $

2,050,790
2,539,859
687,836
1,852,023

The loans payable to Wells Fargo are secured by specific items of equipment.
The aggregate maturities of long-term debt obligations are summarized as follows:
Due within one year
Due in one to five years
Due in over five years

January 31, 2021
$
$

Movement in the long-term debt consists of the following:
Long-term debt (including current portion), beginning of year
Repayment of long-term debt
Amortization of financing fees
Long-term debt (including current portion), end of year

510,275
1,367,930
1,878,205

January 31, 2020
$

$

January 31, 2021
$
$

687,836
1,709,435
142,588
2,539,859

January 31, 2020

2,539,859 $
(671,169)
9,515
1,878,205 $
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3,201,025
(672,195)
11,029
2,539,859
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16. PROVISIONS
Asset
decommissioning
obligations
Balance at February 1, 2019
Change due to the passage of time
Change due to expansion of leased facility

$

553,535
61,937
342,553

Balance at January 31, 2020

$

958,025

Current
Non-current

$
$

958,025

Balance at February 1, 2020
Change due to the passage of time

$

958,025
61,937

Balance at January 31, 2021

$

1,019,962

Current
Non-current

$
$

1,019,962

Asset decommissioning costs relate to the future legal obligations associated with the retirement of the Company's leased
facility. The obligation is being accreted to income over the remainder of the lease term. The total undiscounted amount
of estimated cash flows required to restore the leased facility as at January 31, 2021, was $1,489,426 (January 31, 2020 $1,489,426). The key assumptions used by management in computing the fair value of the future obligation are as follows:
inflation at 2% and discount rate at 4.28%. The amount and timing of cash flows are based upon management's best
estimate of this future obligation.
17. INCOME TAXES
Significant components of income tax expense consist of:
Year Ended
January 31, 2021
Statement of comprehensive income:
Deferred tax:
Origination and reversal of temporary differences
Total deferred tax charge for the year
Income tax expense
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$
$

1,253,548
1,253,548
1,253,548

Year Ended
January 31, 2020

$
$

537,779
537,779
537,779

The provision for income taxes differs from the result that would be obtained by applying combined Canadian federal and
provincial (Ontario) statutory income tax rates to income before income taxes.
This difference results from the following:
January 31, 2021
Income before tax
Statutory income tax rate
Expected tax expense
Effect of income tax on:
Manufacturing and processing deduction
Non-deductible stock-based compensation expense
Other non-deductible expenses
Other permanent differences
Change in opening deferred income tax balances
Other

$

Income tax expense

$

January 31, 2020

4,253,561 $
26.50%
1,127,194

1,035,381
26.50%
274,376

(54,736)
209,967
(28,106)
(9,428)
8,657
126,354
1,253,548 $

(22,916)
236,475
36,305
889
44,995
(32,345)
263,403
537,779

The above reconciling items are disclosed at the tax rates that apply in the jurisdiction where they have arisen. The statutory
income tax rate is the standard income tax rate applicable in the province in which the Company operates.
The Company has accumulated the following net deductible temporary differences, unused tax losses and unused tax
credits:
Date of expiry
Within one year
One to five years
After five years
No expiry
As at January 31, 2021
Within one year
One to five years
After five years
No expiry
As at January 31, 2020

Net deductible/(taxable)
temporary differences
$
(33,073,708)
$
(33,073,708)
$
(22,888,187)
$
(22,888,187)

$

$
$

$

Unused
tax losses
19,888,015
19,888,015
14,635,680
14,635,680

Unused
tax credits
450,492
450,492
448,492
448,492

$

$
$

$

Deferred tax liabilities included on the statements of financial position are as follows:
Year Ended
January 31, 2021
Non-capital and capital losses carried forward
Net book value of property, plant and equipment in excess of the tax basis
Net book value of intangible assets in excess of tax basis
Other temporary differences
Total deferred income tax liability, net

$

Classified as:
Non-current deferred income tax liability
Change in deferred income tax liability, recognized in income for the year

$

Year Ended
January 31, 2020

5,049,958 $
(7,556,693)
(1,556,546)
600,786
(3,462,495)

3,716,287
(4,884,387)
(1,504,614)
463,767
(2,208,947)

(3,462,495)

(2,208,947)

1,253,548

$
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537,371
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The operations of the Company and related tax interpretations, regulations and legislation are subject to change. The
Company believes that the amount reported as deferred income tax liabilities adequately reflects management’s current
best estimate of its income tax exposures.
Movements in temporary differences during the years are as follows:
Balance at Recognized in profit
or loss
January 31, 2019
Property, plant & equipment
Intangible assets
Financing costs
Asset Retirement Obligation asset & liability
SR&ED expenditure pool carryforwards, net of
future SR&ED investment tax credit income inclusions
Tax loss carryforwards
Right-of-use assets
Lease liability
Other items
Total

$

$

Balance at Recognized in profit
or loss
January 31, 2020

Balance at
January 31, 2021

(16,364,426) $
(5,548,519)
1,422
553,535

(1,680,688) $
(422,405)
29,441
15,159

(19,235,957) $
(5,925,552)
1,386
958,025

(10,524,216) $
(204,520)
2,145
61,937

(29,760,173)
(6,130,072)
3,531
1,019,962

832,383
13,953,402
(21,777)
(6,593,980) $

(2,000)
(73,605)
(51,246)
(2,185,344) $

829,938
14,635,680
(19,334,747)
19,370,228
(8,700,999) $

(1,999)
5,252,335
979,427
(500,295)
(4,935,186) $

827,939
19,888,015
(18,355,320)
18,869,933
(13,636,185)

18. SHARE CAPITAL
Preferred shares
The Company is authorized to issue an unlimited number of preferred shares with no par value. As at January 31, 2021, no
preferred shares were issued and outstanding.
Common shares
The Company is authorized to issue an unlimited number of common shares with no par value. As at January 31, 2021,
35,417,686 (January 31, 2020 – 35,229,728) common shares were issued and outstanding.
On January 8, 2020, the Company announced that it would be commencing a normal course issuer bid (“NCIB”) to permit
the Company to purchase for cancellation up to 1,000,000 of its common shares. During the last twelve months, the
Company repurchased and cancelled an aggregate of 125,289 common shares under its NCIB at a volume weighted average
trading price of $2.98 per common share. The NCIB terminated on January 9, 2021.
On April 7, 2021, the Board of Directors of the Company approved a quarterly dividend of $0.0276 per share, payable on
May 28, 2021 to shareholders of record as of May 14, 2021. During the year ended January 31, 2021, $3,748,831 of
dividends were paid (January 31, 2020 - $3,576,462).
19. SHARE-BASED PAYMENTS
Stock option and share purchase plans
The Company has granted stock options to certain executive officers and key employees, pursuant to the Company’s stock
option plan. Options granted under the plan are exercisable for a period of five years from the date of grant at a price equal
to the weighted average closing market price at which the Company’s shares have traded on the TSX during the five days
immediately preceding the date granted, subject to a three-year vesting period. The stock option plan provides that the
maximum number of common shares of the Company issuable upon the exercise of options shall not exceed such number
which represents 10% of the issued and outstanding common shares of the Company from time to time.
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A summary of the status of the options outstanding under the Company's stock option plan as at January 31, 2021 and
January 31, 2020 is presented below:
January 31, 2021
Number of share options
Balance outstanding at beginning of period
Granted
Forfeited
1
Exercised
Balance outstanding at end of period

January 31, 2020
Weighted average
exercise price

2,839,337 $
687,500
(70,000)
(868,669)
2,588,168 $

3.59
3.17
3.59
3.34
3.56

Number of share
options

Weighted average exercise
price

1,494,337 $
1,590,000
(44,001)
(200,999)
2,839,337 $

3.41
3.64
3.84
2.60
3.59

1

During the fiscal year-to-date period ended January 31, 2021, 807,669 stock options were exercised on a cashless basis (January 31, 2020 - 175,667). This resulted in the
issuance of 243,266 common shares (January 31, 2020 - 53,194).

A summary of options outstanding under the plan is presented below:
Exercise price
2.79
2.84
3.18
3.35
3.41
3.48
3.59
3.60
3.63
3.65
3.86
3.91
3.91
3.94
4.03
4.21
4.87
5.31
2.79 to 5.31

Number outstanding
at January 31, 2021

Weighted average
remaining contractual
life (in years)

497,500
30,000
28,334
30,000
20,000
24,000
110,000
5,000
206,667
980,000
180,000
146,667
30,000
150,000
30,000
60,000
30,000
30,000
2,588,168

Number exercisable at
January 31, 2021

4.19
4.37
1.19
3.68
3.97
1.71
1.61
1.59
3.31
3.28
2.32
2.23
4.62
2.02
2.72
4.68
4.72
4.96
3.25

28,334
10,000
24,000
110,000
5,000
63,334
126,667
116,667
66,667
100,000
20,000
670,669

All outstanding options have a term of five years from the date of grant and vest over a three year period from the date of
grant at a rate of one-third per annum of the total number of options granted.
The weighted average share price of options exercised during the year ended January 31, 2021, was $3.34 (January 31, 2020
- $2.60).
For options granted, the fair value has been determined using the Black-Scholes fair value option pricing model and the
following assumptions:
January 31, 2021

Weighted average fair value per option
Weighted average share price
Weighted average exercise price
Expected volatility
Dividend yield
Risk free interest rate
Weighted average expected life in years

$
$
$

January 31, 2020

0.80 $
3.38 $
3.17 $
32%
3%
1%
5

0.86
3.71
3.64
32%
3%
1%
5

The resulting fair value is charged to personnel expense over the vesting period of the options with a corresponding increase
in the share-based payment reserves. As options are exercised, the corresponding values previously charged to share-based
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payments reserve are reclassified to share capital. Cash proceeds received upon the exercise of options are credited to share
capital.
Employee share purchase plan
Pursuant to the Company’s employee share purchase plan, employees are eligible to purchase an allotted number of
common shares at a discount of 10% from the average closing market price during the five business days immediately
preceding January 15th of any given year. During the year ended January 31, 2021, 8,981 shares were issued under the plan
(January 31, 2020 – 31,763) for net proceeds of $29,368 (January 31, 2020 - $96,722).
20. REVENUE
The Company’s revenue consists of the following streams:

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

January 31, 2021

$

123,947,169
70,100,893
53,846,276

Revenue from the rendering of services:
Gross revenue
Total revenue

January 31, 2020

$

32,853,069
$

86,699,345

104,148,880
58,401,689
45,747,191
14,586,226

$

60,333,417

Services revenue is comprised of revenue generated from contract manufacturing. The Company utilizes available
equipment and resources to perform contract manufacturing services for customers.
21. EXPENSES BY NATURE
Expenses relating to depreciation, amortization, and personnel are included within the following line items on the
Statements of Comprehensive Income:
January 31, 2021
Depreciation of property, plant & equipment and right-of-use assets
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
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$

5,443,908
2,159,602

January 31, 2020

$

4,707,988
1,422,164

207,166

204,027

10,302,562
5,674,186
55,414

8,373,948
4,690,449
46,689

22. OTHER EXPENSES
The Company’s other expenses consist of the following amounts:
January 31, 2021
$

Depreciation of property, plant & equipment and right-of-use assets
Amortization of intangible assets
Other personnel-related expenses
Foreign exchange gains

$

January 31, 2020

2,159,602 $
207,166
55,414
(153,683)
2,268,499 $

1,422,164
204,027
46,689
(55,903)
1,616,977

23. FINANCE COSTS
The Company’s finance costs consist of the following amounts:
Year Ended
January 31, 2021
$

Interest on non-revolving demand loans
Interest on long-term debt
Interest on lease liabilities
Interest on bank indebtedness
Other interest expense
Unwinding of discount on provisions
Fair value adjustments on financial instruments

$

Year Ended
January 31, 2020

610,473 $
105,033
1,110,721
84,275
8,031
61,937
126,893
2,107,363 $

284,350
134,995
944,525
94,249
9,584
61,937
(28,958)
1,500,682

24. EARNINGS PER SHARE
The computations for basic and diluted earnings per share are as follows:
January 31, 2021
Net income for the period

$

$

35,223,987
247,632
35,471,619

Average number of common shares outstanding
Effect of options
Average number of diluted common shares outstanding
Basic earnings per share
Diluted earnings per share

3,000,013

January 31, 2020

$
$

0.09
0.08

497,602
35,341,440
83,157
35,424,597

$
$
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25. FINANCIAL INSTRUMENTS
This note presents information relating to the Company’s exposure to financial instruments and summarizes the Company’s
policies and processes that are in place for measuring and managing risk. Further qualitative disclosures are included
throughout these financial statements.
Principles of risk management
The main risks arising from the Company’s financial instruments are credit and sales concentration 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 officers of the Company (the “Executive Team”). The responsibilities of the Executive Team
include the recommendations of policies to manage financial instrument risk.
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 finance department prepares periodic reports which monitor all significant financial activities undertaken
by the Company. These reports also monitor loan covenants to ensure continued compliance. The Executive Team reviews
these reports to monitor the financial instrument risks of the Company and to ensure compliance with established Company
policies and procedures.
Categories of financial instruments
The Company’s significant financial instruments comprise cash and cash equivalents, accounts receivable, bank
indebtedness, accounts payable and accrued liabilities, lease liabilities, non-revolving demand loans, 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’s financial instruments and their designations are:

Accounts receivable
Bank indebtedness
Accounts payable and accrued liabilities
Lease liabilities
Non-revolving demand loans
Long-term debt

Designated as:
Amortized cost
Financial liabilities
Financial liabilities
Financial liabilities
Financial liabilities
Financial liabilities

All financial assets and financial liabilities are recorded at amounts which approximate their fair market value.
Accounts receivable, and accounts payable and accrued liabilities approximate their fair values on a discounted cash flow
basis because of the short-term nature of these instruments. In general, investments with original maturities of less than
three months are classified as cash and cash equivalents.
The carrying amount of bank indebtedness, lease liabilities, non-revolving demand loans, and long-term debt approximate
their fair value on a discounted cash basis because these obligations bear interest at market rates.
Credit and sales concentration risk
Exposure to credit risk arises as a result of transactions in the Company’s ordinary course of business and is applicable to all
financial assets. Investments in cash, short-term deposits and similar assets are with approved counter party banks and
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other financial institutions. Counter-parties are assessed both prior to, during, and after the conclusion of transactions to
ensure exposure to credit risk is limited to an acceptable level.
The maximum exposure of credit risk is limited to the total carrying value of accounts receivable as at January 31, 2021,
being an amount of $9,871,061 (January 31, 2020 - $4,976,226).
The credit quality of the Company’s significant customers is monitored on an on-going basis and allowances are provided
for potential losses that have been incurred at the period end date. The Company does not have a history of significant
credit losses. Receivables that are neither past due nor impaired are considered credit of high quality. Where
concentrations of credit risk exist, management closely monitors the receivable and ensures appropriate controls are in
place to ensure recovery. During the period ended January 31, 2021, approximately 55 percent (January 31, 2020 – 67
percent), of the Company’s net revenue is attributable to sales transactions with a single customer.
Liquidity risk
Liquidity risk is the risk that the Company may not be able to settle or meet its obligations on time or at a reasonable price.
The Company’s Executive Team is responsible for management of liquidity risk, including funding, settlements, related
processes and policies. The operational, tax, capital and regulatory requirements and obligations of the Company are
considered in the management of liquidity risk.
The Company manages its liquidity risk utilizing various sources of financing to maintain flexibility while ensuring access to
cost-effective funds when required. The Company also manages liquidity risk through the use of its operating line of credit.
In addition, the Executive Team utilizes both short and long-term cash flow forecasts and other financial information to
manage liquidity risk. Other than the scheduled repayments of lease liabilities, non-revolving demand loans, and long-term
debt in fiscal 2022 and beyond, all other financial liabilities are due within one year. While the non-revolving demand loans
have payment terms, if the lender demands payment they would be due immediately.
The table below presents a maturity analysis of the Company’s financial liabilities based on the expected cash flows from
the reporting date to the contractual maturity date. While the non-revolving demand loans have been presented as due
within one year on the Statements of Financial Position, the below table reflects the contractual payment terms for these
loans.
Carrying Amount
Accounts payable and accrued liabilities
Lease liabilities
Non-revolving demand loans
Long-term debt
Total contractual repayments

$

$

Contractual Cash
Flows

21,341,335 $
24,804,459
25,896,379
1,878,205
73,920,378 $

Due within one
year

21,341,335 $
24,804,459
25,896,379
1,878,205
73,920,378 $

Due in one to five
years

21,341,335 $
3,282,080
25,896,379
510,275
51,030,069 $

Due in over five
years

- $
6,834,652
1,367,930
8,202,582 $

14,687,727
14,687,727

Currency risk
The Company currently relies on only a few foreign suppliers providing certain goods and services and thus has limited
exposure to risk due to fluctuations in foreign exchange rates. The Company periodically enters into forward contracts to
manage foreign exchange rate fluctuations and the Executive Team monitors foreign exchange exposure on an ongoing
basis.
The Company does not have any significant foreign currency denominated monetary liabilities.
Interest rate risk
The Company is exposed to interest rate risk to the extent that its bank indebtedness is based upon a variable rate of
interest. The non-revolving demand loans and long-term debt are based on fixed interest rates.
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For the year ended January 31, 2021, if interest rates changed by 1% assuming all other variables remain constant, the
change in the Company’s net income and comprehensive income would not be significantly impacted.
Market risk
The Company is exposed to commodity price risk with respect to certain raw materials where fluctuations in the market
price or availability of these items could impact the Company’s cash flow and production. 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 of certain raw materials.
The Company’s profitability depends on the selling price of its products to The Beer Store and provincial liquor boards. While
these prices are controlled by the Company, they are subject to various legislation, regional supply and demand and general
economic conditions.
Operational risk
Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with the Company’s
processes, personnel, technology and infrastructure, and from external factors other than credit, liquidity and market risks
such as those arising from legal and regulatory requirements and generally accepted standards of corporate behavior. The
Company’s objective is to manage operational risk to balance the avoidance of financial losses and damage to the Company’s
reputation with overall cost-effectiveness and to avoid control procedures that restrict initiative and creativity. The primary
responsibility for the development and implementation of controls to address operational risk is assigned to the Chief
Executive Officer, Chief Operating Officer and Chief Financial Officer (collectively, the “Executive Team”).
This responsibility is supported by the development of overall Company standards for the management of operational risk
in the following areas:
• requirements for appropriate segregation of duties, including the independent authorization of transactions
• requirements for the reconciliation and monitoring of transactions
• compliance with regulatory and other legal requirements
• documentation of controls and procedures
• requirements for the periodic assessment of operational risks faced, and the adequacy of controls and
procedures to address the risks identified
• requirements for the reporting of operational losses and proposed remedial action
• development of contingency plans
• training and professional development
• ethical and business standards
• risk mitigation, including insurance when this is effective.
Compliance with Company’s standards is supported by a program of periodic reviews undertaken by the corporate finance
department. The results of the reviews are discussed with the Audit Committee as required.
Capital management
For capital management purposes, the Company defines capital as the aggregate of its equity and total debt less cash and
cash equivalents. Debt includes bank indebtedness, the current and non-current portions of lease liabilities, non-revolving
demand loans, and the current and non-current portions of long-term debt.
The Company’s principal objectives in managing capital are:
 to ensure that it will continue to operate as a going concern;
 to maintain a strong capital base so as to maintain client, investor, creditor and market confidence; and
 to comply with financial covenants required under its various borrowing facilities.
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The Company’s capital structure consists of the following:
January 31, 2021
$

Bank indebtedness
Lease liabilities, non-revolving demand loans, and long-term debt
Total debt
Equity:
Share capital
Share-based payments reserves
Deficit
Total Equity
Total capitalization (total debt plus total equity)

January 31, 2020

3,366,489
52,579,043
55,945,532

$

39,546,216
2,245,415
(8,097,270)
33,694,361
89,639,893

$

783,077
42,384,696
43,167,773
39,126,283
2,108,671
(7,348,452)
33,886,502
77,054,275

$

The Company manages its capital structure and adjusts it in the light of changes in economic conditions and in order to
comply with externally imposed financial debt covenants. Financing decisions are generally made on a specific transaction
basis and depend on the Company’s needs, capital markets and economic conditions at the time of the transaction.
At January 31, 2021 and 2020, the Company was in compliance with all of its financial debt covenants.
26. COMMITMENTS
As at January 31, 2021, the Company had the following non-cancellable purchase commitments relating to raw materials
and supplies:
January 31, 2021
Due within one year
Due in one to five years
Due in over five years

January 31, 2020

$

8,675,140
244,000
-

$

5,478,221
1,292,787
-

$

8,919,140

$

6,771,008

All other commitments have been otherwise noted within these financial statements.
27. RELATED PARTY TRANSACTIONS
Key management personnel consists of the officers of the Company and the Company’s Board of Directors. The aggregate
compensation of key management personnel is set out below:
January 31, 2021
Short-term employee benefits
Post-employment benefits
Share-based payments

January 31, 2020

$

1,692,289
59,944
526,154

$

1,751,465
59,298
653,439

$

2,278,387

$

2,464,202
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28. CHANGE IN NON-CASH WORKING CAPITAL
Change in non-cash working capital consists of the following:
January 31, 2021
Accounts receivable
Inventories
Prepaid expenses
Accounts payable and accrued liabilities
Change in non-cash working capital
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$

$

(4,894,835) $
(3,861,584)
58,188
8,255,470
(442,761) $

January 31, 2020
(124,452)
(166,145)
(224,692)
5,551,432
5,036,143
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