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Buhler IndustrIes Inc.

The strategic and measured growth of Buhler Industries Inc. continued this year with the addition of new 

facilities, staff and products. Further investment in production, engineering, research and development is part 

of an ongoing effort to maintain and improve the product offering and market share. Demand for agricultural 

equipment continues to be strong, despite an excess of moisture in parts of western Canada and along the 

Missouri river in Iowa, Kansas and Missouri. Meanwhile, regions in the southern United States experienced 

major drought conditions, limiting crop production and devastating hay and forage production.

In a continuing effort to realize the vision of becoming a full-line equipment manufacturer, Buhler Industries 

purchased the assets of Ezee-On Manufacturing, an Alberta-based precision seeding and tillage manufacturer. 

The acquisition included the 140,000 square foot facility on 18 acres in Vegreville, AB, employing 70 people, 

with a set-up and distribution warehouse in Billings, Montana. Ezee-On, well-known in western Canada, builds 

durable and reliable products such as air drills and air carts, offset and tandem discs, post-pounders and  

front-end loaders. The products built in Vegreville are an excellent addition to the Farm King and Versatile 

brands and further investment in the facility has been underway since the acquisition in February 2011. 

The company also purchased a manufacturing facility in Willmar, MN. The acquisition included approximately 

12 acres of land and 135,000 square feet of office and manufacturing space employing 65 people. The facility 

is responsible for manufacturing the Versatile self-propelled sprayers and Farm King application equipment and 

represents an exciting opportunity for future product development and line expansion, with dedicated research, 

development and engineering resources. 
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Several changes to off-highway emissions standards, commonly referred to as interim 
Tier 4 standards (iT4), came into effect in 2011. To comply with these regulations, 
Versatile worked with Cummins on the integration of new engine technology, but 
the changes went far beyond that; the iT4 4WD tractor features an all-new look 
that will set the future design direction for Versatile. The new cab is the biggest in 
the industry, with 20% more interior space than previous models and significant 
improvements to visibility and operator comfort. The new tractor is an evolutionary 
leap in terms of technology, features and styling, while still maintaining the Versatile 
philosophy of simplicity, reliability and ease of service and maintenance.

The tractor was first introduced at the annual Versatile Dealer Meeting in Las Vegas, 
NV. Two new models were unveiled at the meeting, a 400 horsepower and a 550 
horsepower, and the response from the 150 dealers in attendance was very positive. 
Several suppliers including Cummins, Caterpillar and Raven joined Versatile in 
introducing the new tractor and the dealers are excited by the new product offering 
and design direction. 

At the Western Canada Farm Progress Show in Regina, SK, Versatile introduced a line 
of tillage equipment including tandem and offset discs, cultivators and chisel plows. 
This equipment, built in Vegreville, AB, is familiar to farmers in western Canada and 
was introduced at farm shows across North America throughout the summer.  
The addition of these products allows dealers to provide a proven line of tillage to 
their customer base and Versatile becomes one step closer to offering a full line of 
farm equipment to meet the needs of large acre customers. 

Versatile was a major sponsor for the University of Manitoba Association of Tiny 
Tractors (UMATT). The UMATT team, comprised of students from biosystems 
engineering, mechanical engineering, electrical engineering and agriculture, 
collaborated with the Versatile engineering department to develop a quarter-scale 
tractor for a competition in Peoria, IL. The annual competition involves more than 
25 teams from universities from Canada and the United States competing in various 
events. The UMATT entry, resembling a Versatile row crop tractor, scored well in 
several events with the team finishing in the top five in the tractor pull and recognition 
for best appearance and best craftsmanship.

VersatIle
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New Products
Farm King features one of the most expansive product lines in the agriculture 
industry including grain handling and storage, hay tools, application equipment, 
compact implements, front-end loaders, and landscaping equipment. The line was 
further expanded with the acquisition of Ezee-On Manufacturing in Vegreville, AB, 
adding a line of primary and secondary tillage tools. Farm King now offers offset and 
tandem discs and cultivators, as well as offset discs for the construction industry.  
The acquisition also adds post drivers to the Farm King line of compact implements. 

Farm King Field Days 
To provide dealers with a better appreciation and understanding of the full product 
portfolio, Farm King hosted a major event at the Buhler Industries factory in Salem, 
SD. The three-day event provided new and existing dealers with exposure to the 
broad range of Farm King equipment. More than $2 million in Farm King product 
was on display and each of the product specialists provided a comprehensive review 
of the equipment, as well as an operational demonstration. On the final day of the 
event, Farm King hosted several VIP customers from 9 major dealer organizations 
representing nearly 200 individual dealerships. Despite record high temperatures, 
the event was successful at informing and engaging dealers in the Farm King product 
line, demonstrating that the company is able to supply the majority of equipment to 
meet the dealers’ short line needs.

On-Farm Grain Storage
The partnership between Buhler Industries and Westeel continues to evolve. 
Distribution of Farm King-branded Westeel grain storage solutions continues in the 
United States, with the expansion of market exposure already underway. Grain bins 
are available from 3,000-73,000 bushels to help meet the on-farm storage needs 
of farmers in the US. The bins were displayed at several trade shows and events 
throughout the United States, with solid customer interest bolstered by high grain 
prices and a positive grain market outlook for 2012. Westeel continues to offer a 
branded line of Farm King grain handling equipment for the Canadian market.
 

Farm KIng
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Chief Executive Officer’s Message

In 2011, we continued to follow our strategy of becoming a full line agricultural machinery 
company by acquiring Ezee-On Manufacturing located in Vegreville, Alberta. The acquisition 
added tillage and seeding product lines to complement our tractors. 

With our current product offering of four wheel drive and row crop tractors, sprayers, seeding 
and tillage equipment we are able to offer dealers almost everything needed in large 
equipment. The last piece of the puzzle in becoming a full line manufacturer is combines and 
they will be offered in 2012.

With the recent acquisitions and significant growth of existing businesses our employee count 
has exceeded 1000 people for the first time ever and we are still growing. 

Since 2008 the Company has not paid dividends but has focussed on reinvesting profit into 
SR&D, upgrading existing facilities and acquiring new businesses. We believe the Company’s 
growth and consistent investment in R&D in Canada as well as the recent acquisition in 
Alberta reinforce our strong commitment of staying in Canada. At the same time Buhler will 
continue to review opportunities for growing our business outside Canada, primarily in United 
States.

Yury Ryazanov 
Chief Executive Officer and Director 
December 7, 2011

Yury Ryazanov
Chief Executive Officer and Director
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President’s Message

After a very challenging 2010 Buhler Industries Inc. was able to take advantage of the strong 
demand in the agricultural market in 2011. This year the Company achieved a record in sales 
of $285M.

Competitive market and exchange rate pressures were the causes of a decline in margin 
but the Company still retained an adequate level of profitability. As a company exporting the 
majority of our products from Canada, we had to keep our price competitive regardless of 
exchange rates and we will continue to do this. To reduce exchange rate risk the Company will 
consider futures contracts and other options.

Three consecutive years of significant R&D expenditures will now show its first results to 
the public with the release of our totally new 4WD tractor. This tractor, with its new design, 
updated emissions standards and a number of new options, keeps the simplicity and power of 
a true Versatile. 

Taking very seriously dealers’ and farmers’ expectations, the Company made investments in 
new parts warehouses, software, and people. This has improved our parts business, service 
and customer relations. These improvements are not finished yet, but demonstrate an 
ongoing commitment to improving all dealer relations.

We see growing demand for our equipment all around the world in both traditional markets 
such as North America, Russia, and Kazakhstan as well as new markets such as China and 
Africa. 

It was great year for the Company and all people work there. I would like to congratulate 
everyone at Buhler with the record year and share my pride for this success.

We are optimistic about next year and are looking forward to 2012 after seeing strong 
demand for agricultural equipment in general. We are confident that by concentrating our 
attention on all aspects of our business we will be able to meet and exceed all dealer and 
farmer expectations.

Dmitry Lyubimov, MBA 
President 
December 7, 2011

Dmitry Lyubimov
President 
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Management Discussion & Financial Analysis 

Ten Year Highlights

Certain statements made in the following Management’s Discussion and Analysis contain forward-looking statements including, but not limited 
to, statements concerning possible or assumed future results of operations of Buhler Industries Inc. (the Company). Forward-looking statements 
represent the Company’s intentions, plans, expectations and beliefs, and are not guarantees of future performance. Such forward-looking 
statements represent the Company’s current views based on information as at the date of this report. They involve risks, uncertainties and 
assumptions and the Company’s actual results could differ, which in some cases may be material, from those anticipated in these forward-
looking statements. Unless otherwise required by applicable securities law, the Company disclaims any intention or obligation to publicly update 
or revise this information, whether as a result of new information, future events or otherwise. The Company cautions investors not to place 
undue reliance upon forward-looking statements.

Company Overview

The Company is headquartered in Winnipeg, Manitoba, Canada. Established in 1932 as an agricultural equipment manufacturer, the original 
company was purchased by John Buhler in 1969. Through expansion, new products and acquisitions, the Company has experienced progress 
and steady growth.

Over the years, many brands have joined Buhler Industries: Farm King, Ezee-On, Allied, Inland and Versatile. Today the Company operates 
several modern manufacturing plants and distribution centers. Factories in Morden and Winnipeg (Manitoba), Vegreville (Alberta), Fargo (North 
Dakota), Salem (South Dakota) and Willmar (Minnesota) build tractors, sprayers, front-end loaders, augers, snow blowers, mowers, seeding and 
tillage equipment, compact implements and more. In addition, the Company maintains several well-stocked parts warehouses.

In 2007, Combine Factory Rostselmash Ltd, a major combine manufacturer located in Rostov-on-Don, Russia, acquired 80% of the common 
shares of the Company. The Company continues to grow with additional investment in engineering, research and development and production. 
The dealer/distribution network in North America remains steady, however the Rostselmash network adds more than 200 dealers in Russia, 
Ukraine and Kazakhstan that provides for additional sales growth into the future.

Buhler Industries remains committed to continuous product improvement and incorporating new value-added features. That tradition of 
excellence will continue well into the future.

In thousands of Canadian dollars (except per share amounts)

Year ended Sept. 30 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
restated restated restated restated restated restated 

Revenue 232,619 181,162 206,130 202,319 175,067 166,189 218,955 284,072 209,634 284,668
Gross profit 49,485 41,233 37,601 37,044 33,929 28,495 43,878 51,258 37,356 48,637
GP% 21.3% 22.8% 18.2% 18.3% 19.4% 17.1% 20.0% 18.0% 17.8% 17.1%

Income from operations 29,727 25,098 21,311 20,838 17,066 11,951 27,402 32,283 18,263 28,628
As percentage of revenue 13% 14% 10% 10% 10% 7% 13% 11% 9% 10%

Net earnings 13,360 11,314 11,726 9,331 4,406 8,012 11,670 14,388 8,180 11,917
Earnings per share (EPS) 0.58 0.49 0.48 0.37 0.18 0.32 0.47 0.57 0.33 0.48
EPS without EOI 0.58 0.49 0.48 0.37 0.18 0.32 0.18 0.57 0.33 0.48

EBITDA 26,202 21,380 19,534 16,915 14,129 13,391 33,504 26,710 14,206 22,357

Total assets 156,305 178,460 167,044 186,512 184,960 161,865 178,583 193,817 197,203 240,287
Working capital 60,595 82,530 87,414 86,030 81,121 76,089 75,718 93,073 101,199 123,355

Shareholders’ Equity 61,998 70,552 91,407 97,233 97,895 98,407 110,077 124,465 132,645 144,562
Book value per share 2.70 3.07 3.76 3.90 3.92 3.94 4.40 4.98 5.31 5.78

Return on average capital 18% 13% 12% 8% 5% 7% 12% 12% 6% 8%
Return on average equity 23% 18% 14% 10% 5% 8% 11% 12% 6% 9%
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Management Discussion & Financial Analysis

General Information
The following discussion and analysis dated December 7, 2011 was prepared by management and should be read in conjunction with the 
consolidated financial statements prepared in accordance with Canadian GAAP. The following discussion and analysis is presented in millions of 
Canadian dollars except where otherwise noted. The consolidated financial statements include the accounts of all subsidiaries. All subsidiaries 
in the United States operate with the U.S. dollar as the functional currency, while the Company and all its Canadian subsidiaries operate with the 
Canadian dollar as the functional currency.

Highlights

Sales
Revenues increased by $75.0 (35.8%) to $284.7, a record level for the Company. The second half 
of the year was especially strong, as both third and fourth quarters saw record levels of sales. This 
increase is due to the recovery of the overseas market for tractors, as well as the demand for the 
sprayer line introduced in 2010. The introduction of the seeding and tillage lines in 2011, resulting 
from the purchase of Ezee-On, also contributed to this increase. Revenues in the short-line division 
remain strong. 

Gross Profit
Gross profits for the year were up by $11.3 (30.2%) to $48.6. The increase in gross profit was due 
to the increased sales levels. As a percentage of sales, gross profit for 2011 was 17.1%, down 
slightly from 17.8% in 2010. The decrease was due to economic and competitive pressures. In 
addition, increased sales in the tractor division generated lower margin as a percentage of sales. 

Income from Operations
Income from operations was $28.6, an increase of $10.4 (56.8%) from 2010. Selling and 
administration expenses were up $0.9 due mostly to an increase in commission and the purchase 
of Ezee-On. As a percentage of sales, selling and administration is down to 7.0% from 8.7% in 
2010. The Company was able to maintain the fixed costs at close to the 2010 levels despite the 
increase in revenues, thereby decreasing the selling and administration expenses as a percentage 
of sales.

Net Earnings
Net earnings came in at $11.9, compared to $8.2 in the prior year, mostly as a result of the 
increase in gross profit. The prior year was assisted by large capital gains generated on the 
disposal of excess assets, which was not repeated in the current year. Interest and amortization 
expenses have increased mainly due to the new acquisitions during the year. Research and 
development expense was consistent with 2010 as the company continues to invest in its future. 

EBITDA
EBITDA is the earnings before income taxes, depreciation and amortization, and is considered 
to be a useful measure of the cash flow from operations of the Company. EBITDA for 2011 was 
$22.4, an increase of $8.2 from 2010. This is due to the increased gross profit, with the prior year 
figure being enhanced by a larger than usual gain on sale of excess assets.

Sales (millions)

Gross Profit (millions)

Income from Operation (millions)

Net Earnings (millions)

EBITDA (millions)
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Management Discussion & Financial Analysis

Working Capital

Working capital is a measure of a company's ability to discharge its current obligations by using 
its current assets. The Company continues to be in a strong position as the working capital at 
year end was $123.4, up $22.2 (21.9%) from the prior year level of $101.2. This was a result 
of an increase of $16.0 in receivables (due to high sales levels in the final two months of 2011) 
a $24.4 increase in inventories (as production was increased to meet the expected demand of 
2012), offset by an increase in payables of $11.1 incurred with the increased production levels 
experienced in September 2011.

Working Capital (millions)

Research and Development

In keeping with the Company’s strategy to invest in the development of new products for the future, expenditures for research and development 
were consistent with the prior year, coming in at $7.5. Management believes this strategy will maintain the Company’s competitive position in 
the marketplace.

2007 2008 2009 2010 2011
restated restated

1st Q $ 149 $ 1,203 $ 4,429 $ 1,364 $ 480
2nd Q 1,132 3,223 4,586 691 437
3rd Q 1,104 4,374 1,238 4,022 4,562
4th Q 5,627 2,870 4,135 2,103 6,438
Total $ 8,012 $ 11,670 $ 14,388 $ 8,180 $ 11,917

Quarterly Net Earnings Results (000’s C$) Net Quarterly Income (millions)

Summary of Quarterly Results

The Company saw record levels of sales in the last half of 2011, resulting in net earnings of $11.0 million, which is among the highest in 
Company history. The return of the overseas markets for tractors, as well as the new product lines introduced by the Company over the past two 
years have contributed to the increase in sales. Earnings for the fourth quarter 2011 were $6.4 million, a record for the Company, mostly due to 
the increase in sales and the weakening of the Canadian dollar during the quarter.

Cash Flow and Capital Resources

Operating Activities

Cash for the year was down $5.7, primarily due to the increase in accounts receivable of $10.6 
and inventory of $18.9, which was offset by an increase in payables of $10.8. Cash of $6.0 was 
utilized in the purchase of capital assets, with a further $14.5 used in the acquisition of the  
Ezee-On. The financing for these acquisitions brought in $17.3. This was offset by $11.9 in positive 
earnings of $11.9 for the year.

Management has diligently worked to control the investment in inventory in order to keep the 
cash position strong. The turnover ratio is up slightly at 1.9, as compared to 1.8 in 2010 as the 
Company continued to produce inventory at year end in anticipation of continued strong sales in 
the coming year.

Net Cash Flow (millions)

Inventory Turns
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Management Discussion & Financial Analysis

Investing Activities
Cash used in investing activities was $20.2, in contrast to cash provided in 2010 of $0.1. The 
Company purchased $5.8 of capital assets (net of investment tax credits), up from $4.0 in 2010. 
This included the purchase of assets from a supplier in Willmar, Minnesota. The acquisition of 
Ezee-On in Vegreville, Alberta utilized $14.5 of cash. In the prior year, the Company also received 
proceeds of $4.0 on the sale of excess capital assets, which was not repeated in 2011.

Asset Purchases (millions)

Financing Activities
The Company generated cash of $19.5 from financing activities in 2011, up from $1.6 in 2010. Financing activities for the year consisted 
primarily of long term debt incurred in the amount of $17.0, compared to $2.4. This debt was acquired in order to finance the purchase of the 
manufacturing facilities in Willmar, Minnesota and Vegreville, Alberta.

Resources
In order for the Company to operate and grow, continued funding resources are required. The Company has several options for funding available 
to it, such as cash in the bank, cash provided by operations and acquiring new debt. Under the current bank agreements in place, the Company 
has access to a $68.5 credit facilities.

Risks and Financial Instruments
The Company recognizes that net earnings are exposed to changes in market interest rates, foreign exchange rates, prices of raw materials and 
risks regarding the financial condition of customers. These market conditions are regularly monitored and actions are taken when appropriate. 
Despite the methods employed to manage these risks, future fluctuations in interest rates, exchange rates, raw material costs and customers 
condition can be expected to impact net earnings.

The Company may enter into fixed-rate debt to minimize the risk associated with interest rate fluctuations. In addition, the Company may employ 
hedging programs to minimize foreign exchange risks associated with the changes in the value of the Canadian dollar relative to the U.S. dollar. 
To the extent possible, the Company maximizes natural currency hedging by matching inflows from sales in either currency with outflows of costs 
and expenses denominated in the same currency. A portion of the remaining exposure to fluctuations in exchange rates may be mitigated with 
forward and option contracts.

The Company currently has a variable interest bank credit facility, a low interest loan from the State of South Dakota, two loans from the State 
of North Dakota (one of which is zero interest, the other at low interest), loans from the Bank of Montreal, the Canadian Imperial Bank of 
Commerce, Heloval Holdings Ltd., US Bank and the Southwest Initiative Foundation. Should future cash requirements result in additional debt 
be taken on, management would evaluate the financing options available at that time and take a course of action that is in the best interests of 
the Company in the long term. Currently, all of the financing needs of the Company are being met by the bank credit facility, which carries a low 
rate of variable interest.

With respect to foreign exchange, the Company manages risk by use of the natural hedge that exists between the U.S. dollar denominated 
accounts receivables and accounts payable. Where a large difference in this hedge is anticipated, forward foreign exchange contracts may be 
entered into to mitigate the risk. Purchases of foreign exchange products for the purpose of speculation are not permitted. Transactions are only 
conducted with certain approved financial institutions. Fluctuations in foreign exchange rates represent a material exposure for the Company’s 
financial results. Hedging programs employed may mitigate a portion of exposures to short-term fluctuations in foreign currency exchange rates. 
The Company’s financial results over the long term will be affected by sizeable changes in the value of the Canadian dollar relative to the U.S. 
dollar.

Credit risk arises from cash held with banks and credit exposure to customers, including outstanding accounts receivable. The Company 
assesses the credit quality of customers, taking into account their financial position, past experience and other factors. Management regularly 
monitors customer credit limits, performs credit reviews and, in certain cases, insures accounts receivable balances against credit losses. 
Nonetheless, unexpected deterioration in the financial condition of a customer can have a negative impact on net earnings in the case of 
default.
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Management Discussion & Financial Analysis

Accounting Policy Changes

In February 2008, the Canadian Accounting Standards Board confirmed that Publicly Accountable Enterprises will be required to adopt 
International Financial Reporting Standards (IFRS) for interim and annual financial statements relating to fiscal years beginning on or after 
January 1, 2011. The transition from Canadian generally accepted accounting principles (GAAP) to IFRS will be applicable for the Company’s first 
quarter of 2012, at which time the Company will prepare both its fiscal 2012 and fiscal 2011 comparative financial information using IFRS. The 
Company expects the transition to IFRS to impact financial reporting, business processes, disclosure controls, information systems and internal 
controls.

The Company has completed its detailed diagnostic analysis of the accounting policy differences between current Canadian GAAP and IFRS. 
The areas where the potential impact to the Company’s accounting policies included property, plant and equipment; financial instruments and 
hedges; impairments; income taxes; financial statement disclosures; as well as the initial adoption of IFRS under the provisions of IFRS 1, First-
Time Adoption of IFRS. Based on the detailed analysis performed, it has been determined that the conversion to IFRS will not have a significant 
impact on the future financial position of the Company. The Company will continue to invest in training and external advisor resources as 
required throughout the transition to facilitate a timely and successful conversion.

Looking Forward

The Company completed the purchase of Ezee-On (a manufacturer of seeding and tillage equipment in Canada) in 2011 and is projecting its 
sales of seeding and tillage equipment to be higher in 2012. The addition of Westeel bin sales into the U.S. in 2011 will continue to contribute to 
growth in 2012. Sales of tractors and self propelled sprayers are expected to be stronger in 2012.

Net earnings for the year are expected to increase as the result of the anticipated increase in sales. Research and development spending is 
expected to be higher as the company continues to invest in its future.

Cash flow is projected to improve based on increased earnings for the year resulting from growth in the overseas market.

Critical Accounting Estimates

The Company believes the following accounting estimates are critical to determining and understanding the operating results and the financial 
position of the Company. 

Allowance for doubtful accounts. The Company estimates allowances for potential losses resulting from the inability of customers to make 
required payments of accounts receivable. Additional allowances may be required if the financial condition of any customer deteriorates.

Allowance for inventory obsolescence. The Company estimates allowances for potential losses resulting from inventory becoming obsolete and 
that cannot be processed and/or sold to customers. Additional allowances may be required if the physical condition of inventory deteriorates or 
customer requirements change.

Contingencies and litigation. Should a lawsuit or claim be brought against the Company, management would assesses the potential financial 
exposure of the Company. In assessing any probable losses, the amount of possible insurance recoveries will be projected. The Company 
accrues such liabilities when a loss becomes probable and the net amount of the loss can reasonably be estimated. Due to the inherent 
uncertainties relating to the eventual outcome of litigation and potential insurance recovery, certain matters could ultimately be resolved for 
amounts materially different to provisions or disclosures previously made by the Company.
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Management Discussion & Financial Analysis

Impairment of long-lived assets. On an ongoing basis, the Company estimates the useful life of long-lived assets such as plant, equipment 
and intangible assets. The net carrying value of these assets is determined by providing depreciation and amortization based on the estimated 
useful life of each asset. The Company periodically reviews these assets for impairment whenever certain events or changes in circumstances 
indicate that the net carrying value may not be recoverable, based upon future net cash flows directly associated with the use and possible 
disposal of the asset. The amount of impairment, if any, is measured by deducting the fair value of the asset from its net carrying value and 
charged to depreciation or amortization expense. Goodwill is reviewed annually for possible impairment. Assumptions and projections used in 
the determination of possible impairment losses, such as future cash flows, may affect the carrying value of goodwill and require an impairment 
expense.

Warranty obligation. The Company has accrued amounts that are expected to be potential future warranty claims. These amounts are based on 
management’s best estimates based on the Company’s sales and history of past warranty claims. Due to the inherent uncertainty associated 
with these estimates, the actual amount of future claims could be different than the amount accrued. Management believes that the amounts 
accrued are reasonable. 

Income taxes. The future income tax assets and liabilities are measured using the income tax rates that are expected to apply upon realization 
or settlement. They are also determined on the basis of management’s best estimate of the period over which they will be realized or settled. 
Future income tax assets are realized to the extent that the realization of benefits is considered more likely than not. In the event that the actual 
outcome differs from management’s assumptions and estimates, the carrying amounts may be adjusted. Management believes that estimates 
employed are reasonable and reflect the probable outcome of known tax contingencies

Disclosure Controls and Internal Controls

Disclosure Controls

Management is responsible for establishing and maintaining disclosure controls and procedures in order to provide reasonable assurance 
that material information relating to the Company is made known to them in a timely manner and that information required to be disclosed is 
reported within time periods prescribed by applicable securities legislation. There are inherent limitations to the effectiveness of any system of 
disclosure controls and procedures, including the possibility of human error and the circumvention or overriding of the controls and procedures. 
Accordingly, even effective disclosure controls and procedures can only provide reasonable assurance of achieving their control objectives. 
Based on management’s evaluation of the design and effectiveness of the Company’s disclosure controls and procedures, the Company’s Chief 
Executive Officer and Chief Financial Officer have concluded that these controls and procedures are designed and operating effectively as of 
September 30, 2011 to provide reasonable assurance that the information being disclosed is recorded, summarized and reported as required.

Internal Controls Over Financial Reporting

Management is responsible for establishing and maintaining adequate internal controls over financial reporting to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with Canadian 
generally accepted accounting principles. Internal control systems, no matter how well designed, have inherent limitations and therefore can 
only provide reasonable assurance as to the effectiveness of internal controls over financial reporting, including the possibility of human error 
and the circumvention or overriding of the controls and procedures. Based on management’s design and testing of the effectiveness of the 
Company’s internal controls over financial reporting, the Company’s Chief Executive Officer and Chief Financial Officer have concluded that these 
controls and procedures are designed and operating effectively as of September 30, 2011 to provide reasonable assurance that the financial 
information being reported is materially accurate. During the fourth quarter ended September 30, 2011, there have been no changes in the 
design of the Company’s internal controls over financial reporting that have materially affected, or are reasonably likely to materially affect, its 
internal controls over financial reporting.
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Management’s Responsibility for the Financial Statements

Independent Auditor’s Report

The consolidated financial statements of Buhler Industries Inc. were 
prepared by management in accordance with accounting principles 
generally accepted in Canada applied on a consistent basis. The 
significant accounting policies, which management believes are 
appropriate for the Company, are described in note 2 to the financial 
statements. The financial information contained elsewhere in this 
Annual Report is consistent with that in the financial statements.

Management is responsible for the integrity and objectivity of the 
financial statements. Estimates are necessary in the preparation 
of these statements and, based on careful judgments, have been 
properly reflected. Management has established systems of internal 
control, which are designed to provide reasonable assurance that 
assets are safeguarded from loss or unauthorized use and to 
produce reliable accounting records for the preparation of financial 
information.

The Board of Directors is responsible for ensuring that management 
fulfills its responsibilities for financial reporting and internal control. 
The Audit Committee of the Board is responsible for reviewing the 
annual consolidated financial statements and reporting to the 
Board, making recommendations with respect to the appointment 
and remuneration of the Company’s Auditors and reviewing the 
scope of the audit.

Management recognizes its responsibility for conducting the 
Company’s affairs in compliance with established financial 
standards and applicable laws and maintains proper standards of 
conduct for its activities.

Yury Ryazanov   Willy Janzen, C.G.A., B.Comm. 
Chief Executive Officer  Chief Financial Officer 
December 7, 2011  December 7, 2011

To The Shareholders of Buhler Industries Inc.

Report on the Consolidated Financial Statements 
We have audited the accompanying consolidated financial 
statements of Buhler Industries Inc. and its subsidiaries which 
comprise the consolidated balance sheet as at September 30, 
2011 and 2010, and the consolidated statements of earnings and 
comprehensive income, retained earnings and cash flows for the 
years then ended, and a summary of significant accounting policies 
and other explanatory notes.

Management’s Responsibility for the Consolidated Financial 
Statements 
Management is responsible for the preparation and fair 
presentation of these consolidated financial statements in 
accordance with Canadian generally accepted accounting 
principles, 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.

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

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

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

Opinion
In our opinion, the consolidated financial statements present fairly, 
in all material respects, the financial position of Buhler Industries 
Inc. and its subsidiaries as at September 30, 2011 and 2010 
and the results of its operations and cash flows for the years then 
ended in accordance with Canadian generally accepted accounting 
principles.

Winnipeg, Manitoba 
December 7, 2011 
2500 - 201 Portage Avenue Chartered Accountants



15

Consolidated Balance Sheet

As at September 30 (000's C$) 2011 2010

Assets

 Current Assets     
  Accounts receivable $ 71,339 $ 55,372
  Inventories (note 4) 126,998 102,573
  Prepaid expenses 1,756 2,201
 Total Current Assets 200,093 160,146

  Property, plant, equipment and intangibles (note 5) 27,437 21,977
  Long term receivables (note 6) 3,204 7,187
  Future income taxes (note 7) 9,407 7,741
  Investments (note 8) 146 152
 Total Assets $ 240,287 $ 197,203

Liabilities and Shareholders’ Equity

 Current Liabilities
  Bank indebtedness (note 9) $ 10,515 $ 4,772
  Account payable and accrued liabilities 57,293  45,761
  Income taxes payable 6,470 6,923
  Current portion of deferred gains 4 951
  Current portion of deferred revenue 134 206
  Current obligation under capital lease - 3
  Current portion of long term debt (note 10) 2,322 331
 Total Current Liabilities 76,738 58,947

  Advances from related party (note 11) 3,570 3,570
  Deferred gains - 4
  Deferred revenue 44 179
  Long term debt (note 10) 15,373 1,858
 Total Liabilities 95,725 64,558

Shareholders’ Equity

  Share capital (note 12) 30,000 30,000
  Retained earnings 114,562 102,645
 Total Shareholders’ Equity 144,562 132,645

Total Liabilities and Equity $ 240,287 $ 197,203

Contingency (note 20)

Approved on behalf of the Board:

Director: 
Yury Ryazanov 
Chief Executive Officer   
December 7, 2011

 Director:
 Dmitry Udras
 Chairman of the Board
 December 7, 2011
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Consolidated Statement of Earnings and Comprehensive Income 

For the years ended September 30 (000’s C$) 2011 2010

Revenue (note 11) $ 284,668 $ 209,634
 Cost of goods sold 236,031 172,278
Gross Profit 48,637 17.1% 37,356 17.8%

 Selling & administration expenses 20,009 7.0% 19,093 9.1%

Income from Operations 28,628 10.1% 18,263 8.7%

 Gain on disposal of assets (1,184) (3,477)
 Interest expense 2,447 1,407
 Amortization 4,370 3,584
 Research and development costs 7,455 7,534

Net Earnings before Taxes 15,540 5.5% 9,215 4.4%

 Current income taxes (note 14) 5,289 2,752
 Future income taxes (note 7) (1,666) (1,717)

 Total income taxes 3,623 1,035

Net Earnings $ 11,917 4.2% $ 8,180 3.9%

Consolidated Statement of Retained Earnings

For the years ended September 30 (000's C$) except per share amounts

Retained Earnings, beginning of year $ 102,645 $ 94,465
 Net earnings for the year 11,917 8,180

Retained Earnings, end of year $ 114,562 $ 102,645

Earnings per share
 Basic $ 0.48 $ 0.33
 Fully diluted $ 0.48 $ 0.33
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Consolidated Statement of Cash Flows

For the years ended September 30 (000's C$) 2011 2010

Cash provided by (used in) operating activities
 Net earnings $ 11,917 $ 8,180
 Add (deduct) non-cash items
  Amortization 4,370 3,584
  Gain on disposal of assets (1,184) (3,477)
  (Gain) loss on foreign exchange (1,940) 749
  Deferred revenue (207) (234)
  Future income taxes (1,666) (1,717)
  Equity earnings of investment (6) (3)

11,284 7,082

 Net change in non-cash working capital balances* (16,821) (6,797)
(5,537) 285

Investing activities
 Purchase of property, plant, equipment and intangible assets (5,784) (4,039)
 Proceeds on sale of property, plant and equipment 65 4,092
 Acquisition of business (note 16) (14,500) -

(20,219) 53
Financing activities
 Decrease in long term receivable 3,983 533
 Increase in long term debt 17,068 2,437
 Repayment of long term debt (1,550) (1,368)
 Repayment of obligations under capital lease (3) (39)

19,498 1,563

Foreign exchange gain (loss) on bank indebtedness 515 (82)

Net cash (used) provided in the year (5,743) 1,819
Bank indebtedness, beginning of year (4,772) (6,591)
Bank indebtedness, end of year $ (10,515) $ (4,772)

*Net change in non-cash  
working capital balances is comprised of:
 Accounts receivable $ (10,614) $ 11,821
 Inventories (18,872) (14,842)
 Prepaid expenses 471 (630)
 Accounts payable, accrued liabilities and taxes payable 10,769 (2,479)
 Foreign exchange gain (loss) on the above items 1,425 (667)
Net cash used $ (16,821) $ (6,797)
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Notes to Consolidated Financial Statements

1. Basis of Operations

Buhler Industries Inc. (the Company) was incorporated under the laws of Canada 
on February 1, 1994. On March 24, 1994 the Company was listed and posted for 
trading on the TSX under the stock exchange symbol “BUI”.

The Company, through its subsidiaries and joint venture, has manufacturing and 
warehousing facilities in Canada and the United States of America.

2. Significant Accounting Policies

(a)  Basis of consolidation 
The consolidated financial statements have been prepared in accordance with 
accounting principles generally accepted in Canada and include the accounts of the 
company and all of its subsidiaries, including a 50% joint venture interest in Bradley 
Steel Processors Inc., which is accounted for using proportionate consolidation.

(b) Inventories 
Inventories are stated at the lower of cost (first-in, first-out) and net realizable 
value. It is the Company’s policy to record provisions for obsolete and slow moving 
inventory based on management estimates. These estimates are necessarily subject 
to a degree of measurement uncertainty.

(c) Property, plant, equipment and intangibles 
Property, plant, equipment and intangibles are recorded at cost less accumulated 
amortization and related investment tax credits. Amortization is provided over the 
estimated useful lives using the following rates and methods:

Buildings 4 to 5% Straight line
Equipment 20 to 30% Declining balance
Equipment under capital lease 20 to 30% Declining balance
Equipment held for leasing purposes 20 to 30% Declining balance
Computers 30% Declining balance
Software and tools 100% Year acquired
 
Intangible assets consist of customer lists and patents, and are amortized over their
expected useful life of five years.

(d) Revenue recognition 
The Company records revenue when goods are shipped and legal title passes to the 
customer. Customer volume rebates and cash discounts are accrued at the time 
of sale and are recorded as a reduction of sales. Interest income is recognized as 
earned.

(e) Investments 
The Company accounts for its investments where significant influence is exercised 
using the equity method of accounting whereby original costs are increased by the 
Company’s proportionate share of earnings, net of losses, since dates of acquisition 
and are decreased by dividends received.

(f) Foreign currency translation 
The accounts of the United States subsidiaries, which are considered integrated 
foreign operations, have been translated into Canadian dollars on the following 
bases:

 1) Monetary assets and liabilities at the year-end rates of exchange;

 2) Non-monetary assets and related amortization at rates prevailing at dates of  
  transactions;

 3) Revenue and expense items, other than amortization, at the average rate for  
  the year.

The resulting currency translation gains and losses are included in earnings. 

(g) Long-lived assets 
Long-lived assets consist of property, plant, equipment and intangible assets with 
finite and indefinite useful lives. Long-lived assets held for use are measured and 
amortized as described in the applicable accounting policies.

The Company performs impairment testing on long-lived assets held for use 
whenever events or changes in circumstances indicate that the carrying value of an 
asset, or group of assets, may not be recoverable. Impairment losses are recognized 
when undiscounted future cash flows from its use and disposal are less than the 
asset's carrying amount. Impairment is measured as the amount by which the 
asset's carrying value exceeds its fair value. Any impairment is included in loss for 
the year.

Prices for similar items are used to measure the fair value of long-lived assets.

2. Significant Accounting Policies - continued

(h) Future income taxes 
The Company follows the asset and liability method of accounting for future income 
taxes. Under this method, future income tax assets and liabilities are recorded 
based on temporary differences between the carrying amount of balance sheet 
items and their corresponding tax bases. In addition, the future benefits of income 
tax assets, including unused tax losses, are recognized, subject to a valuation 
allowance, to the extent that it is more likely than not that such future benefits will 
ultimately be realized. Future income tax assets and liabilities are measured using 
enacted and substantively enacted tax rates and laws expected to apply when the 
tax liabilities or assets are to be either settled or realized.

(i) Earnings Per Share 
Earnings per share is calculated using the daily weighted average number of shares 
outstanding during the year.

(j) Financial instruments
Financial instruments are classified as held for trading (“HFT”), held to maturity 
(“HTM”), loans and receivables, available for sale (“AFS”) financial assets or other 
financial liabilities. All financial instruments, including derivatives, are measured on 
the balance sheet at fair value, except for those classified as loans and receivables, 
HTM investments and other financial liabilities, which are measured at amortized 
cost using the effective interest rate method. Changes in fair value of HFT financial 
instruments are recorded in net income. Changes in fair value of AFS financial 
assets are recorded in other comprehensive income until the investment is sold or 
impaired at which time, the realized gain or loss will be recorded in net income.

The Company has designated its financial instruments, as follows:

Financial Statement Item      Classification    Measurement
Cash/bank indebtedness      Held for trading    Fair Value 
Accounts receivable       Loans and receivables  Amortized Cost 
Long term receivables       Loans and receivables  Amortized Cost 
Investments          Available for Sale   Amortized Cost 
Accounts payable and accrued liabilities Other financial liabilities Amortized Cost 
Advances from related party     Other financial liabilities Amortized Cost 
Long term debt         Other financial liabilities Amortized Cost

Transaction costs related to held-for-trading financial assets are expensed as 
incurred. Transaction costs related to loans and receivables and other financial 
liabilities are netted against the carrying value of the asset or liability and amortized 
over the expected life of the instrument using the effective interest rate method.

Foreign exchange and interest rate risk
These are the risks to the Company’s earnings that arise from fluctuations in interest 
rates and foreign exchange rates. The Company does not use any derivative financial 
instruments to reduce its exposure to interest rate or foreign exchange rate risk.

Other risks
The Company is exposed to credit risk on its accounts receivable. Also, as part of the 
Company’s risk management, the Company will assume some risk in insuring some 
of its widely held assets.

(k) Use of Estimates 
The preparation of financial statements in conformity with Canadian generally 
accepted accounting principles requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities at the date 
of the financial statements and the reported amounts of revenues and expenses 
during the year. The more subjective of such estimates is valuation of accounts 
receivable, inventory, future income tax assets, long term receivables and long term 
investments. Management believes its estimates to be appropriate; however, actual 
results could differ from the amounts estimated.

The Company has estimated the federal and provincial investment tax credits it is 
entitled to based on management’s estimate of qualifying expenditures and the 
tax rates in effect. Actual investment tax credits received could differ from those 
accrued in the financial statements.

(l) Comprehensive income 
Comprehensive income includes all changes in equity of the Company, except those 
resulting from investments by shareholders and dividends paid. Comprehensive 
income is the total of net income and other comprehensive income. Other 
comprehensive income comprises revenues, expenses, gains and losses that, 
in accordance with Canadian generally accepted accounting principles, require 
recognition, but are excluded from net income. The Company does not have any 
items giving rise to other comprehensive income, nor is there any accumulated 
balance of other comprehensive income. All gains and losses, including those arising 
from measurement of all financial instruments have been recognized in net income 
for the year.
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Notes to Consolidated Financial Statements

3. Future accounting standards

(a) International Financial Reporting Standards (IFRS)  
The Company is required to converge with IFRS for fiscal year ends beginning on or 
after January 1, 2011 with comparative figures presented for 2011. The Company 
will be reporting under IFRS for its 2012 fiscal year with comparative figures for 
2011.

(b) Business Combinations - Handbook Section 1582 
This section, which replaces CICA Section 1581- Business Combinations, establishes 
standards for the accounting for a business combination. It is the Canadian 
equivalent to International Financial (Reporting Standard IFRS 3, Business 
Combinations. The standard applies prospectively to business combinations for  
which the acquisition date is on or after the beginning of the first annual reporting 
period beginning on or after January 2011 with earlier applications permitted.

The Company has not yet determined the impact of the adoption of this change on 
its consolidated financial statements.

(c) Consolidated Financial Statements and Non-Controlling Interests - Handbook 
Section 1601 and 1602 
These sections replace CICA Section 1600 - Consolidated Financial Statements. 
Section 1601 establishes standards for the preparation of consolidated financial 
statements. Section 1602 establishes standards for accounting for a non-controlling 
interest in a subsidiary in consolidated financial statements subsequent to a 
business combination.

Section 1602 is equivalent to the corresponding provisions of International Financial 
Reporting Standard IAS 27, Consolidated and Separate Financial Statements. These 
standards are effective on or after the beginning of the first annual reporting period 
on or after January 2011 with earlier application permitted.

The Company has not yet determined the impact of the adoption of these changes 
on its consolidated financial statements. 

4. Inventories (000’s C$) 2011 2010

Finished goods $ 54,839 $ 51,423
Work in process 6,344 5,189
Raw materials 65,815 45,961

$ 126,998 $ 102,573
 
During the year, inventories in the amount of $181,239 (2010 - $130,353) were 
expensed to cost of sales.

The carrying value of inventories is pledged as security against the Company’s credit 
facilities. 

5. Property, Plant, Equipment, and Intangible Assets (000's C$) 2011
Cost Accum. Net Book

Amort. Value
Land $ 3,722 $ - $ 3,722
Buildings 26,492 (13,291) 13,201
Equipment 52,659 (43,457) 9,202
Equipment under capital lease 113 (113) -
Equipment held for leasing purposes 1,353 (1,045) 308
Computers 5,066 (4,506) 560
Software & tools 3,454 (3,383) 71
Intangibles 426 (53) 373

$ 93,285 $ (65,848) $ 27,437

2010
Cost Accum. Net Book

Amort. Value
Land $ 2,996 $ - $ 2,996
Buildings 23,410 (12,492) 10,918
Equipment 47,732 (40,996) 6,736
Equipment under capital lease 113 (113) -
Equipment held for leasing purposes 1,353 (913) 440
Computers 4,679 (4,323) 356
Software & tools 3,331 (3,226) 105
Intangibles 426 - 426

$ 84,040 $ (62,063) $ 21,977

6. Long Term Receivables (000’s C$) 2011 2010

Current portion $ 3,982 $ 881
Long Term receivables 3,204 7,187

$ 7,186 $ 8,068
 
Long term receivables are secured by property. One receivable carries interest at 
6.50% and is repayable in blended monthly installments of $22, with the remaining 
amount due in August 2012. The other receivable carries interest at 6.00% and 
is repayable in monthly installments of $61 plus interest, with a renewal date of 
December 2012.

Amounts to be received over the next five years are as follows:
2012 $ 3,982 (included in accounts receivable)
2013 589
2014 611
2015 630
2016 649

 
7. Future Income Taxes (000’s C$)

Future income taxes are recorded to reflect the timing differences arising from 
deduction of warranty costs for income tax purposes, the amounts of amortization 
provided in the year compared to the allowances deducted for income tax purposes, 
and from expected Scientific Research and Experimental Development (SR&ED) tax 
credit claims. Future tax benefits are composed of an asset of $231 (2010 - $536) 
relating to amortization of capital assets, a benefit of $1,985 (2010 - $2,111) in 
respect of provisions for warranty, a benefit from SR&ED and other amounts of 
$6,357 (2010 - $4,811) and losses carried forward and other amounts of $834 
(2010 - $283). 

8. Investments (000’s C$) 2011 2010

Investments $ 109 $ 109
Investments accounted for by the equity method 37 43

$ 146 $ 152
 
9. Bank Indebtedness (000’s C$)

The Company has available a financing facility with the Bank of Montreal (BMO) 
in the amount of $60,000. The credit facility is secured by a mortgage on specific 
property, debenture, general security agreement and assignment of specific 
receivables and inventory. The Company’s financing facility is at BMO Bankers 
Acceptance rates plus stamping fees.

The Company also has a financing facility with the Canadian Imperial Bank of 
Commerce (CIBC) in the amount of $7,500. This facility is secured by a mortgage 
on specific property as well as specific receivables and inventory. The Company can 
borrow on this facility at CIBC Bankers Acceptance rates plus stamping fees.

The Company also has a financing facility with the US Bank of $1,000 US. This 
facility has been secured by a security agreement and guarantees by the Company. 
The Company can borrow on this facility at 2% plus the monthly LIBOR rate.

10. Long Term Debt (000’s C$) 2011 2010

State of North Dakota, monthly payments of $10 US 
non-interest bearing, due August 2013.

$ 265 $ 382

State of North Dakota, monthly payments of $10 US 
including interest at 1%, due December 2015.

455 537

Heloval Holdings Ltd., principal and interest of 1.5% 
due February 2016

5,294 -

CIBC, quarterly payments of $375 plus monthly 
interest as indicated in Note 9, due February 2016

6,750 -

BMO, monthly payments of $25 US, plus interest as 
indicated in Note 9, due April 2016

1,415 -

U.S. Bank, monthly payments of $8 US, plus interest 
as indicated in Note 9, due June 2016

1,727 -

Southwest Initiative Foundation, monthly payments of 
$6 including interest at 4%, due July 2016

616 -

State of South Dakota, monthly payments of $13 US 
including interest at 3%, due February 2020

1,173 1,270

17,695 2,189
Less: Current portion 2,322 331
Long term portion $ 15,373 $ 1,858
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Notes to Consolidated Financial Statements

10. Long Term Debt (000’s C$) - continued

These loans are all secured by company assets.

Principal payments over the next 5 years are as follows:
2012 $ 2,322
2013 2,330
2014 2,213
2015 2,226
2016 8,090

11. Related Party Transactions (000’s C$) 2011 2010

Accounts receivable from controlling shareholder $ 25,598 $ 22,288
Advances from controlling shareholder 3,570 3,570

Net sales to controlling shareholder 37,279 2,207

All transactions with related parties are recorded at the exchange amount agreed to 
by the related parties. The advances to the controlling shareholder were made in the 
normal course of trade and have no specific terms of repayment.

12. Capital Stock and Options (000’s C$)

Authorized, an unlimited number of Class A & B common shares.
2011 Shares 2010 Shares

Issued at September 30
Class A Common 25,000 $30,000 25,000 $30,000
 
There are no options outstanding as at September 30, 2011 or 2010.

13. Interest Paid (000’s C$) 2011 2010

Operating loan $ 2,364 $ 1,331
Long term debt 273 39

$ 2,637 $ 1,370

14. Income Taxes (000’s C$) 2011 2010

At applicable statutory rate $ 4,458 $ 2,810
Federal SRED Credits Earned (1,410) (1,574)
Reassessments and other 575 (201)
Income tax provision $ 3,623 $ 1,035
 
Income taxes paid during the year were $6.0 Million (2010– $6.8 Million)

15. Segmented Information (000’s C$)
2011

Canada US CIS Other
Revenue $ 87,027 $ 155,419 $ 37,971 $ 4,251
Earnings 3,643 6,506 1,590 178
Property, Plant, Equipment and 
Intangibles 16,824 10,446 167 -

2010
Canada US CIS Other

Revenue $ 56,268 $ 138,807 $ 2,774 $ 11,785
Earnings 2,196 5,416 108 406
Property, Plant, Equipment and 
Intangibles 14,032 7,778 167 -
 
CIS is the Commonwealth of Independent States, including Russia, Kazakhstan and 
Ukraine.

The Company has organized its business between agricultural and non-agricultural 
operations due to the differences in the products and approaches in marketing and 
manufacturing in both segments. The agricultural equipment segment produces  
 

15. Segmented Information (000’s C$) - continued 

a wide variety of agricultural equipment, whereas the non-agricultural operations 
consist primarily of custom metal fabrication.

2011 2010
Ag Non-Ag Ag Non-Ag

Revenue $ 281,001 $ 3,667 $ 207,367 $ 2,267
Interest revenue 103 454 449 228
Interest expense 3,004 - 2,084 -
Earnings 11,852 65 7,094 1,086
Assets 231,335 8,952 188,686 8,517
 
The accounting policies of the segments are the same as described in the note for 
significant accounting policies. The Company accounts for inter-segment sales at 
current market prices. Revenue from the top two customers in 2011 were $37.3 
million and $13.7 million, both in the agricultural segments. In 2010, the top 
two customers were $15.9 million and $6.4 million, also both in the agricultural 
segments.

16. Business Acquisition (000’s C$)

Effective February 3, 2011, the Company acquired certain assets of Ezee-On 
Manufacturing.

The aggregate purchase price was $14,500 comprised of cash. The acquisition has 
been accounted for using the purchase method, whereby the total of the acquisition 
has been allocated to the assets acquired and liabilities assumed based upon their 
respective fair values at the effective date.

The following table summarizes the estimated fair value of the assets acquired and 
liabilities assumed on the date of acquisition. The purchase price has been allocated 
to the assets acquired based on their fair values and management’s best estimates, 
as follows:

Accounts receivable $ 5,353
Inventory 5,553
Prepaids 26
Lands 130
Buildings 798
Equipment 2,950
Accounts payable (310)
Net assets acquired $ 14,500

17. Capital Disclosures

The Company’s fundamental objectives in managing capital are to maintain 
financial flexibility in order to preserve its ability to meet financial obligations, ensure 
adequate liquidity and financial flexibility at all times, and deploy capital to provide 
an appropriate investment return to its shareholders while maintaining prudent 
levels of financial risk. The Company believes that the aforementioned objectives are 
appropriate in the context of the Company’s business.

The Company defines its capital as bank indebtedness, shareholders’ equity, long-
term debt including the current portion, net of any cash and cash equivalents. The 
Company’s financial strategy is designed to maintain a flexible capital structure 
including an appropriate debt to capital ratio consistent with the objectives stated 
above and to respond to changes in economic conditions and the risk characteristics 
of underlying assets. In order to maintain or adjust its capital structure, the Company 
may purchase shares for cancellation pursuant to normal course issuer bids, issue 
new shares, raise debt (secured, unsecured, convertible and/or other types of 
available debt instruments), enter into hedging arrangements and refinance existing 
debt with different characteristics, amongst others.

The Company constantly monitors and assesses its financial performance and 
economic conditions in order to ensure that its net debt levels are prudent.

The Company’s financial objectives and strategy are reviewed on an annual basis. 
The Company believes that its ratios are within reasonable limits, in light of the 
relative size of the Company and its capital management objectives.

As part of the lending agreements for the financing facility and long term debt, the 
Company is subject to certain covenants. These are reviewed monthly to ensure 
compliance. As at September 30, 2011, all covenants were met.

There were no changes in the Company’s approach to capital management during 
the current year.
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18. Financial Instruments (000’s C$)

The Company’s policy is not to utilize derivative financials instruments for trading 
or speculative purposes. The Company may utilize derivative instruments in the 
management of its foreign currency and interest rate exposures..

Categories of financial assets and liabilities
Under Canadian GAAP, financial instruments are classified into one of the following 
five categories: held for trading, held to maturity investments, loans and receivables, 
available-for-sale financial assets, or other financial liabilities. All financial 
instruments, including derivatives, are included on the consolidated balance sheet, 
which are measured at fair value except for loans and receivables, held-to-maturity 
investments and other financial liabilities, which are measured at amortized cost.

Held for trading financial investments are subsequently measured at fair value and 
all gains and losses are included in net income in the period in which they arise. 
Available-for-sale financial instruments are subsequently measured at fair value 
with revaluation gains and losses included in other comprehensive income until the 
instruments is derecognized or impaired.

The following presents the carrying value and fair value of the Company’s financial 
instruments:

Financial 
Asset/Liability

Classification Carried at cost/
Amortized cost

Carrying/  
Fair Value

Cash/bank indebtedness Held for trading ($ 10,515)

Accounts receivable Loans and receivables 71,339

Long term receivables Loans and receivables 3,204

Investments Available for Sale 146

Accounts payable and 
accrued liabilities

Other financial liabilities 57,293

Advances from related party Loans and receivables 3,570

Long term debt Other financial liabilities 17,695

 
Financial instruments include cash/bank indebtedness, accounts receivable, long 
term receivables, investments, accounts payable and accrued liabilities, advances 
from related party and long term debt . Except for the long term receivables, 
investments and long term debt, the carrying values of these financial instruments 
approximate fair value due to the short term nature of the financial instruments or 
they are carried at fair value.

The Company has classified its investments as available for sale. These shares are 
not actively traded in a quoted market and accordingly have been recorded at cost.

The fair value of the long term receivables and long term debt is impacted by 
changes in market yields which can result in differences between the carrying value 
and fair value of the instruments.

The fair value of long term receivables has been estimated based on the current 
market rates for long term bonds with similar terms and conditions. The estimated 
fair value of long term receivables for the year ended September 30, 2011 is $3,649 
(2010 - $ 8,411).

The fair value of long term debt has been estimated based on the current market 
rates for long term debt with similar terms and conditions. The estimated fair value 
of long term debt payable for the year ended September 30, 2011 is $15,976 (2010 
- $2,162).

In accordance with CICA Handbook Section 3862, Financial Instruments – 
Disclosures, the Company categorizes its fair value measurements of financial 
instruments according to a three-level hierarchy. The hierarchy prioritizes the 
inputs used by the Company’s valuation techniques. A level is assigned to each 
fair value measurement based on the lowest level input significant to the fair value 
measurement in its entirety. The three levels of the fair value hierarchy are defined 
as follows:

Level 1 – fair value measurements that reflect unadjusted, quoted prices in active 
markets for identical assets and liabilities that the Company has the ability to access 
at the measurement date.

Level 2 – fair value measurements using inputs other than quoted prices included 
within Level 1 that are observable for the asset or liability, either directly or indirectly. 
These include quoted prices for similar assets and liabilities in active markets, 
quoted prices for identical or similar assets and liabilities in inactive markets, inputs 
that are observable that are not prices (such as interest rates and credit risks) and 
inputs that are derived from or corroborated by observable market data.

18. Financial Instruments (000’s C$)  - continued 

Level 3 – fair value measurements using significant non-market observable inputs. 
These include valuations for assets and liabilities that are derived using data, some 
or all of which is not market observable data, including assumptions about risk.

All of the financial instruments carried at fair value have been measured within the 
Level 1 hierarchy.

19. Deferred Profit Sharing Plan

In 1995, the Company established a Deferred Profit Sharing Plan for its employees. 
The Company contributes funds to the plan annually as determined by the Board of 
Directors, subject to certain maximum limits established by the plan. Contributions 
are used to purchase common shares of the Company for the employees from the 
plan trust. The plan trust owns approximately 255,000 (2010 - 257,000) Buhler 
Industries Inc. shares. 

20. Contingent liability (000’s C$)

In a prior year, a loan from Industry Canada in the amount of $9,300 was forgiven. 
Should the Company fail to maintain certain tractor production levels in Winnipeg 
until October 22, 2017, $5,000 of the amount forgiven may become payable by the 
Company.

As at September 30, 2011, the Company was in compliance with this requirement, 
and management believes that productions levels will continue to be met during the 
time period set out in the contract with Industry Canada.

21. Financial Risk Management (000’s C$)

The Company’s risk management program focuses on the unpredictability of 
financial markets and seeks to minimize potential adverse effects on the Company’s 
financial performance. The Company manages its risks and risk exposures through 
a combination of insurance, a system of internal and disclosure controls and sound 
business practices.

Risk management is primarily the responsibility of the Company’s corporate finance 
function. Significant risks are regularly monitored and actions are taken, when 
appropriate, according to the Company’s approved policies, established for that 
purpose. These risks are reviewed with the Chair of the Board of Directors as well as 
the Chair of the Audit Committee.

Foreign Exchange Risk
The Canadian dollar is the Company’s functional currency. The Company operates 
primarily in Canada and the United States. The reporting currency of the Company 
is Canadian dollars, whereas the functional currency for operations in the United 
States is the U.S. dollar. Fluctuations in the exchange rate between the U.S. dollar 
and Canadian dollar will affect the Company’s reported results. However, the impact 
of changes in foreign exchange rates on the Company’s reported results differs over 
time depending on whether the Company is generating a net cash inflow or outflow 
of Canadian dollars. This is largely dependent on the Company’s revenue mix by 
currency as operating costs denominated in Canadian dollars have been relatively 
stable.

In addition, translation differences arise when foreign currency monetary assets 
and liabilities are translated at foreign exchange rates that change over time. 
These foreign exchange gains and losses are recorded in revenues. The Company’s 
sensitivity to a 1% strengthening of the U.S. dollar against the Canadian dollar is an 
approximate increase of $567 in net earnings (2010—$474). For a 1% weakening 
of the U.S. dollar against the Canadian dollar, there would be an equal and opposite 
effect on net earnings.

The Company is insulated from large foreign exchange gains and losses by virtue of 
its mix of cash inflows and outflows in U.S. dollars. Gains and losses generated by 
fluctuations in the exchange rates used to translate U.S. dollar assets are offset by 
similar gains and losses on U.S. dollar liabilities. The Company also uses forward 
contracts to further mitigate these fluctuations when the natural hedges are 
forecasted to be insufficient. There were no forward contracts in place at September 
30, 2011.

The Company’s risk management program focuses on the unpredictability of 
financial markets and seeks to minimize potential adverse effects on the Company’s 
financial performance. The Company manages its risks and risk exposures through 
a combination of insurance, a system of internal and disclosure controls and sound 
business practices.
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Notes to Consolidated Financial Statements

21. Financial Risk Management (000’s C$) - continued

Interest Rate Risk
The Company’s interest rate risk arises from its variable rate bank indebtedness. The 
long-term debt is either interest-free or very low rate, and therefore carries minimal 
interest rate risk. As the bank indebtedness is largely variable rate, the Company is 
exposed to a certain level of interest rate risk. Management feels that these risks 
are manageable as the interest rate on this debt is less than prime and therefore 
has not entered into any instruments to mitigate this risk. Based on the level of bank 
indebtedness outstanding at September 30, 2011, a 1% increase/decrease in the 
rate being charged to the Company would result in a $340 (2010 - $108) decrease/
increase in net earnings.

Liquidity Risk
Investments to drive growth can require significant financial resources. A range of 
funding alternatives is available to the Company including cash on hand, cash flow 
provided by operations, additional debt, the issuance of equity or a combination 
thereof. The low level of outstanding debt and an informal investment grade 
credit rating allow the Company to enjoy relatively low interest rates. The Company 
has determined that total current credit facilities of $68,500 are adequate. The 
Company has remained within all bank debt covenants during 2011 and foresees no 
change in its ability to meet these covenants in 2012.

The 2012 requirements for capital expenditures, working capital and debt 
repayments can be financed from cash resources, cash flow provided by operating 
activities and unused credit facilities. The following table outlines the maturity 
analysis of the Company’s liabilities:

Post
2012 2013 2014 2015 2016 2016 Total

Accounts payable and 
accrued liabilities

  
$ 57,293

 
-

 
-

 
-

 
-

 
-

 
$ 57,293

Income taxes payable 6,470 - - - - - 6,470

Long term debt 2,322 2,330 2,213 2,226 8,090 514 17,695

Advances from  
related party

 
-

 
-

 
-

 
-

 
-

 
3,570

 
3,570

Total $ 66,085$ 2,330 $ 2,213$ 2,226$ 8,090$ 4,084 $ 85,028
 
 
Credit Risk 
Credit risk arises from cash held with banks and credit exposure to customers, 
including outstanding accounts receivable. The maximum exposure to credit risk is 
equal to the carrying value of the financial assets.

The objective of managing counterparty credit risk is to prevent losses on financial 
assets. The Company assesses the credit quality of counterparties, taking into 
account their financial position, past experience and other factors. Management 
regularly monitors customer credit limits, performs credit reviews and, in certain 
cases insures accounts receivable balances against credit losses.

The carrying amount of accounts receivable is reduced through the use of an 
allowance account and the amount of the loss is recognized in the earnings 
statement within selling, general and administrative expenses. When a receivable 
balance is considered uncollectible, it is written off against the allowance for 
accounts receivable. Subsequent recoveries of amounts previously written off 
are credited against selling, general and administrative expenses in the earnings 
statement.

The following table sets out the aging details of the Company’s accounts receivable 
balances outstanding based on the status of the receivable in relation to when the 
receivable was due and payable and related allowance for doubtful accounts: 
 

2011 2010

Current - neither impaired nor past due $ 66,115 $ 32,456
Not impaired but past the due date;
Within 30 days 1,811 842
31-60 Days 359 72
Over 60 days 4,464 22,955

72,749 56,325
Less: Allowance for doubtful accounts (1,410) (953)
Total receivables, net $ 71,339 $ 55,372

21. Financial Risk Management (000’s C$) - continued

The following table details the continuity of the allowance for doubtful accounts:

2011 2010

Balance, beginning of year $ (953) $ (979)
  Provisions for the year, net of recoveries (450) (7)
  Uncollectible amounts written off - -
  Foreign exchange impact (7) 33
Balance, end of year $ (1,410) $ (953)
 
22. Comparative Figures

Certain of the prior year figures have been reclassified to conform with current year 
presentation.
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Ten Year Summary

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
restated restated restated restated restated restated

Summary of Operations In thousands of Canadian dollars (except per share amounts)
Revenue 232,619 181,162 206,130 202,319 175,067 166,189 218,955 284,072 209,634 284,668
Cost of goods sold 183,134 139,929 168,529 165,275 141,138 137,694 175,077 232,814 172,278 236,031
Gross profit 49,485 41,233 37,601 37,044 33,929 28,495 43,878 51,258 37,356 48,637
Selling & admin. expense 19,758 16,135 16,290 16,206 16,863 16,544 16,476 18,975 19,093 20,009
Income from operations 29,727 25,098 21,311 20,838 17,066 11,951 27,402 32,283 18,263 28,628
Gain on sale of capital assets (134) (726) (2,010) (119) (801) (3,689) (1,512) (3,247) (3,477) (1,184)
Interest expense (Income) 369 703 (328) 62 2,414 585 2,089 1,148 1,407 2,447
Amortization 7,339 6,894 6,812 6,411 6,133 4,768 3,933 4,070 3,584 4,370
Research & development exp. 2,850 3,683 2,903 3,342 3,183 2,003 2,621 8,820 7,534 7,455
Non-controlling interest 809 762 884 700 555 246 - - - -
Net Earnings before taxes 18,494 13,783 13,050 10,442 5,582 8,038 20,271 21,492 9,215 15,540
Income taxes (expense) recovery (5,134) (2,468) (1,324) (1,111) (1,176) (26) (15,812) (7,104) (1,035) (3,623)
Extraordinary items - - - - - - 7,211 - - -
Net Earnings 13,360 11,314 11,726 9,331 4,406 8,012 11,670 14,388 8,180 11,917
Cash Flow Summary
Capital asset purchases 14,546 7,854 4,470 7,515 2,815 3,151 3,294 2,088 4,039 9,662
Long-term debt incurred - - - - - - - 807 2,437 17,068
Reduction of long-term debt 795 1,657 3,628 3,360 3,315 3,315 18,852 1,305 1,368 1,550
Dividends Paid 2,584 2,760 2,990 3,500 3,750 7,500 - - - -
Net cash flow 20,699 16,938 15,778 13,132 8,079 11,640 25,843 18,958 11,295 16,287
Net cash (Bank indebtedness) (14,258) (16,560) 15,360 (17,129) (39,203) 10,733 14,512 (6,591) (4,772) (10,515)
Balance Sheet Summary
Acc'ts rec, cash & ppd. exp. 40,094 41,777 51,222 38,138 43,202 49,420 64,860 68,764 57,573 73,095
Inventory 70,361 90,495 73,762 105,979 104,888 69,668 74,492 87,731 102,573 126,998
Total current assets 110,455 132,272 124,984 144,117 148,090 119,088 139,352 156,495 160,146 200,093
Total assets 156,305 178,460 167,044 186,512 184,960 161,865 178,583 193,817 197,203 240,287
Total current liabilities 49,860 49,742 37,570 58,087 66,969 42,999 63,634 63,422 58,947 76,738
Total short and long term debt 57,743 60,409 29,870 45,398 61,813 19,011 760 1,198 2,189 17,695
Total liabilities 94,307 107,908 75,998 96,407 87,065 63,458 68,506 69,352 64,558 95,725
Total shareholders equity 61,998 70,552 91,407 97,233 97,895 98,407 110,077 124,465 132,645 144,562
Shares o/s (avg. in millions) 23.0 23.0 24.3 25.0 25.0 25.0 25.0 25.0 25.0 25.0
Working capital 60,595 82,530 87,414 86,030 81,121 76,089 75,718 93,073 101,199 123,355
Data Per Common Share
Revenue $ 10.11 $ 7.88 $ 8.47 $ 8.09 $ 7.00 $ 6.65 $ 8.76 $ 11.36 $ 8.39 $ 11.39
EBITDA 1.14 0.63 0.95 0.69 0.57 0.54 1.34 1.07 0.57 0.89
Price to EBITDA 4.6 6.2 6.8 10.9 11.9 13.5 3.8 4.9 10.2 6.3
EBIT 0.82 0.60 0.54 0.42 0.22 0.32 1.27 0.91 0.72 1.07
Net earnings 0.58 0.49 0.48 0.37 0.18 0.32 0.47 0.57 0.33 0.48
Net earnings, no extraordinary 
item

0.58 0.49 0.48 0.37 0.18 0.32 0.18 0.57 0.33 0.48

Price to earnings 9.04 14.94 15.25 27.34 31.77 21.53 11.51 9.21 17.61 11.67
Cash flow 0.90 0.79 0.76 0.53 0.42 0.41 1.03 0.76 0.45 0.65
Dividends Paid 0.11 0.12 0.13 0.14 0.15 0.30 0.00 0.00 0.00 0.00
Closing share price 5.25 5.57 7.20 7.35 5.60 6.90 5.41 5.25 5.81 5.60
Shareholders' equity 2.70 3.07 3.76 3.90 3.92 3.94 4.40 4.98 5.31 5.78
Statistical Data
Current ratio 2.2 2.7 3.3 2.5 2.3 2.8 2.2 2.5 2.7 2.6
Interest bearing debt/equity ratio 0.2 0.2 - 0.2 0.4 0.1 - 0.1 0.2 0.1
Inventory turnover 2.6 1.5 2.3 1.6 1.3 2.0 2.4 2.7 1.8 1.9
Gross margin (% of revenue) 21.3% 22.8% 18.2% 18.3% 19.4% 17.1% 20.0% 18.0% 17.8% 17.1%
Selling & Admin. (% of revenue) 8% 9% 8% 8% 10% 10% 8% 7% 9% 7%
EBITDA (% of revenue) 11% 12% 10% 9% 8% 7% 16% 9% 7% 8%
Net earnings (% of revenue) 6% 6% 6% 5% 3% 5% 5% 5% 4% 4%
Return on average capital 18% 13% 12% 8% 5% 7% 12% 12% 6% 8%
Return on average equity 23% 18% 14% 10% 5% 8% 11% 12% 6% 9%
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Stock Data

Year end Sept.  30 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

High 2.10 1.60 1.98 2.54 4.25 3.25 3.74 3.75 5.50 5.92 7.30 7.63 7.60 7.25 6.90 

Low 1.05 1.10 1.37 1.70 2.45 2.35 2.70 3.00 3.48 5.20 5.48 7.00 4.35 5.30 5.00 

Close 1.40 1.45 1.66 2.39 3.05 3.06 3.57 3.60 5.25 5.57 7.20 7.35 5.60 6.90 5.40 

Trading Volume (000’s) 1,311 867 1,927 3,015 4,134 2,274 1,092 2,800 1,836 1,321 5,024 1,703 3,010 5,637 2,138 

2009

6.34 

4.75 

5.25 

745

2010

6.00 

5.15 

5.81 

1,996 

2011

6.50 

5.20 

5.60 

684

 50
 100
 150
 200
 250
 300
 350
 400
 450
 500
 550
 600
 650
 700
 750
 800

O
pe

n

19
94

19
95

19
96

19
97

19
98

19
99

20
00

20
01

20
02

20
03

20
04

20
05

20
06

20
07

20
08

20
09

20
10

20
11

Buhler (excluding dividends) compared with TSX Index
1994 to September 30, 2011

$1.00

$2.00

$3.00

$4.00

$5.00

$6.00

$7.00

$8.00

M
ar

-9
4

N
ov

-9
4

A
ug

-9
5

A
pr

-9
6

D
ec

-9
6

A
ug

-9
7

A
pr

-9
8

D
ec

-9
8

S
ep

-9
9

M
ay

-0
0

Ja
n-

01

S
ep

-0
1

M
ay

-0
2

Ja
n-

03

S
ep

-0
3

Ju
n-

04

Fe
b-

05

O
ct

-0
5

Ju
n-

06

Fe
b-

07

O
ct

-0
7

Ju
l-0

8

M
ar

-0
9

N
ov

-0
9

Ju
l-1

0

M
ar

-1
1

N
ov

-1
1

Daily Closing Price
Opened March 25, 1994 at $1.05

Closed November 30, 2011 at $5.35

Buhler TSX



Buhler Industries Inc.
1260 Clarence Avenue | Winnipeg, Manitoba | Canada R3T 1T2
Ph.: 204.661.8711 | Fax: 204.654.2503 | info@buhler.com

w w w . b u h l e r i n d u s t r i e s . c o m


