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MANAGEMENT'S REPORT 

To the Unitholders of Foremost Income Fund 

The consolidated financial statements of Foremost Income Fund (the “Fund”) have been prepared by management. It is 

management's responsibility to ensure that sound judgment, appropriate accounting principles and methods, and reasonable 

estimates have been used in the preparation of this information. They also ensure that all information presented is 

consistent. 

Management is also responsible for developing and maintaining a system of internal controls over the financial reporting 

process. Such systems are designed to provide reasonable assurance, on a cost effective basis, that the financial information 

is relevant and reliable and that the Fund's assets are appropriately accounted for and adequately safeguarded. Management 

believes the system of internal controls, review procedures and established policies currently in place provide reasonable 

assurance the financial information is relevant and reliable and that the Fund's assets are appropriately accounted for and 

safeguarded. Management also believes that the Fund's operations are conducted in conformity with the law and with a high 

standard of business conduct. 

The Board of Trustees is responsible for ensuring that management fulfills its responsibilities for financial reporting and 

internal control. The Board carries out this responsibility principally through its Audit Committee (the “Committee”). The 

Committee, which consists of non-management trustees, reviews the consolidated financial statements and other financial 

information prepared by management and recommends them to the Board for approval. The Committee meets with 

management and external auditors to discuss internal controls, auditing matters and financial reporting issues. External 

auditors have full and unrestricted access to the Committee. The Committee also recommends a firm of external auditors for 

appointment by Unitholders. 

The December 31, 2018 consolidated financial statements have been audited in accordance with Canadian Auditing 

Standards by MNP LLP, the appointed external auditors. 

Signed (Kevin Johnson)  Signed (Jackie Schenn) 

Kevin Johnson, President  Jackie Schenn, Chief Financial Officer 

Foremost Income Fund  Foremost Income Fund 

March 13, 2019  March 13, 2019 

Calgary, Alberta  Calgary, Alberta 



Independent Auditor's Report 

To the Unitholders of Foremost Income Fund:  

Opinion 

We have audited the consolidated financial statements of Foremost Income Fund and its subsidiaries (the "Company"), which comprise 
the consolidated statements of financial position as at December 31, 2018 and December 31, 2017, and the consolidated statements of 
net income and comprehensive income, changes in unitholders' equity and cash flows for the years then ended, and notes to the 
consolidated financial statements, including a summary of significant accounting policies. 

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the consolidated financial 
position of the Company as at December 31, 2018 and December 31, 2017, and its consolidated financial performance and its 
consolidated cash flows for the years then ended in accordance with International Financial Reporting Standards. 

Basis for Opinion 

We conducted our audits in accordance with Canadian generally accepted auditing standards. Our responsibilities under those standards 
are further described in the Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements section of our report. We are 
independent of the Company in accordance with the ethical requirements that are relevant to our audits of the consolidated financial 
statements in Canada, and we have fulfilled our other ethical 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. 

Other Information 

Management is responsible for the other information. The other information comprises Management's Discussion and Analysis. 

Our opinion on the consolidated financial statements does not cover the other information and we do not express any form of assurance 
conclusion thereon.  

In connection with our audits of the consolidated financial statements, our responsibility is to read the other information and, in doing so, 
consider whether the other information is materially inconsistent with the consolidated financial statements or our knowledge obtained in 
the audits or otherwise appears to be materially misstated. We obtained Management's Discussion and Analysis prior to the date of this 
auditor's 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. We have nothing to report in this regard. 

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial Statements 

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

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

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

Auditor's Responsibilities for the Audit of the Consolidated Financial Statements 

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

• provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for one 
resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal 
control. 

• Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control. 

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

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

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

• Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within the 
Company to express an opinion on the consolidated financial statements. We are responsible for the direction, supervision and 
performance of the group audit. We remain solely responsible for our audit opinion. 

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

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

The engagement partner on the audit resulting in this independent auditor's report is Stephen Bonnell. 

Calgary, Alberta 
March 13, 2019 Chartered Professional Accountants



FOREMOST INCOME FUND
Notes to the Consolidated Financial Statements 

For the years ended December 31, 2018 and 2017 

1 

Foremost Income Fund | December 31, 2018

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

Approved by the Board of Trustees 

(Signed – Bevan May) (Signed – Gord Wiebe) 
Bevan May Gord M. Wiebe 
Trustee Trustee 

As at December 31, December 31,
(000’s) Notes 2018 2017 (Note 3n)

Assets

Current assets

  Cash and cash equivalents 10 36,941$               39,637$               

  Trade and other receivables 11 16,736 17,484

  Inventories 12 34,839 36,078

  Contract assets 3(l) 6,775 -

  Prepaid expenses 2,099 3,596

  Assets classified as held for sale 13 6,954 -

104,344 96,795

Property, plant and equipment 14 38,211 40,411

Deferred tax assets 8 21,744 22,066

Intangibles and other assets 15 1,642 484

165,941$             159,756$             

Liabilities and Unitholders' Equity

Current l iabil ities

  Trade and other payables 20 15,096$               12,571$               

  Derivatives 23(c) - 49

  Distribution payable 16(c) 3,008 -

  Provisions 21 705 879

  Contract l iabil ities 3(l) 2,551 -

  Deferred revenue - 2,145

21,360 15,644

Unitholders' equity

  Unitholders' capital 16 63,020 63,760
  Retained earnings 81,561 80,352

144,581 144,112

165,941$             159,756$             
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The accompanying notes are an integral part of these consolidated financial statements. 

December 31, December 31, 

(000's), except per Trust Unit amounts Notes 2018 2017 (Note 3n)

Revenue 4 149,787$       132,530$       

Cost of sales 5 130,849 118,673

Gross profit 18,938 13,857

Administrative expenses 5 13,364 11,909

Depreciation and amortization 5,14,15 3,665 3,820

Earnings (loss) from operating activities 1,909 (1,872)

Interest income 7 (703) (587)

Impairment recovery 13, 14, 15 (2,371) (1,860)

Loss (gain) on disposal of property, plant and equipment 14,15 81 (3,031)

Foreign exchange (gain) loss (350) 630

Net non-operating income (3,343) (4,848)

Income before income tax 5,252 2,976

Income tax expense 8 322 559

Net and comprehensive income for the year 4,930$            2,417$            

Basic and diluted earnings per Trust Unit 17 0.27$              0.13$              
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The accompanying notes are an integral part of these consolidated financial statements. 

Number of Unitholders' Retained Total 

(000's) except per Trust Unit amounts Note Trust Units Capital Earnings Equity

December 31, 2016 18,469,996 63,854$        78,002$        141,856$      

Redemption of trust units 16(b) (27,427) (94) (67) (161)

Net loss and comprehensive loss - - 2,417 2,417

December 31, 2017 18,442,569 63,760$        80,352$        144,112$      

Impact of change in accounting policy 3(n) - - (164)$             (164)

Adjusted balance at January 1, 2018 18,442,569 63,760$        80,188$        143,948$      

Redemption of trust units 16(b) (213,944) (740) (549) (1,289)

Distribution payable to Unitholders 16(e) - - (3,008) (3,008)

Net income and comprehensive income - - 4,930 4,930

December 31, 2018 18,228,625 63,020$        81,561$        144,581$      
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The accompanying notes are an integral part of these consolidated financial statements.

For the year ended December 31,

(000's) Notes 2018 2017

Cash flows provided by (used in):

Operations:

Net income and comprehensive income for the year 4,930$                    2,417$       

Items not involving the use of cash:

     Depreciation and amortization 14,15 3,665 3,820

     Loss (gain) on disposal of property, plant and equipment 81 (3,031)

     Income tax expense 8 322 559

     Impairment recovery 13 (2,371) (1,860)

     Foreign exchange gain on forward contract (49) (206)

Change in non-cash working capital:

     Trade and other receivables 748 (5,388)

     Contract assets 1,574 -

     Inventories (7,274) (847)

     Prepaid expenses 1,497 (1,410)

     Trade and other payables 2,649 838

     Provisions (174) (387)

     Contract l iabil ities 406 -

     Deferred revenue - (917)

Net cash provided by (used in) operating activities 6,004 (6,412)

Investments:

     Purchase of property, plant and equipment 14 (6,202) (2,090)

     Purchase of intangibles 15 (1,422) (33)

     Proceeds from disposal of property, plant and equipment 337 3,505

Net cash (used in) provided by investing activities (7,287) 1,382

Financing:

     Payment of promissory notes 16(b) (124) (843)
     Issuance of promissory notes 16(b) - (161)
     Redemption of Trust Units 16(b) (1,289) -

Net cash used in financing activities (1,413) (1,004)

Net decrease in cash and cash equivalents (2,696) (6,034)

Cash and cash equivalents, beginning of the year 39,637 45,671

Cash and cash equivalents, end of year 36,941$                  39,637$    

Supplemental disclosure of operating cash flows

Cash interest received 7 703 587
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1. Reporting Entity 

Foremost Income Fund (the “Fund”) is an unincorporated, open-ended unit trust established by a Deed of Trust under 

the laws of the Province of Alberta dated November 12, 2005 and as amended and restated December 15, 2011. The 

Amended and Restated Deed of Trust limits the Unitholders’ ability to sell, transfer, consign, mortgage, pledge, or dispose 

of any Trust Units in any manner whatsoever, other than a transfer to a similar beneficiary, without the prior written 

consent of the Board of Trustees. Consent from the Board of Trustees will be evidenced by a resolution, and any attempt 

to do so shall be void without such approval. 

The Fund intends, as described within the Deed of Trust, to distribute all of its taxable income and realized capital gains 

to the common trust Unitholders (“Unitholders”). As distributions are paid annually, any remaining undistributed taxable 

income and realized capital gains will be distributed to the Unitholders of record as at distribution record date in 

December of each fiscal year. Distribution of this taxable income can be in the form of cash or additional common Trust 

Units (“Trust Units”). Under the terms of the Deed of Trust, if taxable income is distributed in the form of additional Trust 

Units, there will be an immediate reconsolidation of the number of Trust Units outstanding. After the consolidation, each 

Unitholder will hold the same number of Trust Units as held before the distribution of additional Trust Units. 

The Fund conducts its business through three limited partnerships: Foremost Universal LP, Foremost Equipment LP and 

Foremost Industries LP. Consistent with the Fund’s focus on customer and market responsiveness, the Fund’s operating 

segments clearly reflect the two distinct product lines, Foremost Energy Equipment (FEE) and Foremost Mobile 

Equipment (FME). FEE, with its focus on the oil and gas industry, consists of three active manufacturing and service 

locations across Alberta. The locations are engaged in the manufacture of shop tanks, gas separation units, pressure 

vessels, field tanks, oil treating units, gas processing units, compression equipment and steam generators. FME 

manufactures hydrovac trucks and equipment, off-highway large wheeled and tracked vehicles, and equipment for 

custom drilling, construction, water wells, and mining sectors. FME maintains a focus on custom built vehicles for its 

clientele and serves them through two manufacturing and service locations across Alberta. 

2.  Basis of Preparation 

a. Statement of Compliance 

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

Standards (“IFRS”) as issued by the International Accounting Standards Board and in effect at January 1, 2018. 

These consolidated financial statements were authorized for issue by the Board of Trustees on March 13, 2019. 

b.  Basis of Measurement 

These consolidated financial statements have been prepared on the historical cost basis except for the liabilities 

relating to cash-settled-Trust Unit-based payment arrangements and derivatives, which are measured at fair value. 

c.  Functional and Presentation Currency 

These consolidated financial statements are presented in Canadian dollars, which is the Fund’s and all of its 

subsidiaries’ functional currency. All financial information presented in Canadian dollars has been rounded to the 

nearest thousand except where otherwise stated. 
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d.  Use of Estimates and Judgments 

The preparation of the consolidated financial statements in conformity with IFRS requires that management make 

judgments, estimates and assumptions that affect the application of accounting policies and the reported amounts of 

assets and liabilities, income and expenses, and disclosures of contingent assets and liabilities at the dates of the 

consolidated financial statements. Actual results may differ materially from these estimates. Estimates and underlying 

assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognized in the period in 

which the estimates are revised and in any future periods affected.

Estimates 

Significant estimates used in the preparation of these consolidated financial statements include: 

Revenue recognition – revenue is recognized either over time or at a point in time. When is it recognized over 

time it is based on percentage completion of labour or total costs on cost plus and fixed fee contracts. This requires 

management to make estimates on costs and overall percentage complete on a contract-by-contract basis. 

Net realizable value in inventory – the net realizable value of inventory is estimated on a product-by-product basis. 

The determination of this value uses a combination of historical analysis of each product's usage, age of inventory 

and management’s judgment as to the probability of future use of the product. Based on this assessment, 

management then estimates the net realizable value for those products not expected to be used in the foreseeable 

future. Net realizable value is the estimated selling price of that product in the ordinary course of business less 

any estimated costs of completion and estimated selling costs. 

Collectability of accounts receivable – impairment of accounts receivable is based on management’s estimate of 

future collections.  

Impairment test – impairment tests include management’s estimates of future cash flows and discount rates. 

Depreciation and amortization – estimated useful lives of property, plant and equipment is based on manage-

ment’s assumptions and estimates of the useful lives of the assets, along with residual value.  

Judgments 

Information about critical judgments in applying accounting policies that have the most significant effect on the 

amounts recognized in the consolidated financial statements is below: 

Revenue recognition – revenue is recognized either over time or at a point in time. When is it recognized over 

time it is based on percentage completion of labour or total cost on cost plus and fixed fee contracts. This re-

quires management to make judgments and assumptions on both total costs and overall percentage complete 

on a contract-by-contract basis as well as whether the contract is in a loss position.

Property, plant and equipment, intangible assets and other assets – impairment assessments on property, plant 

and equipment, intangible assets, and other assets are completed annually, at a minimum, and are based on the 

estimates and judgments of management on the impairment triggers along with the useful lives of the assets, 

including residual values. Judgment is also applied in determining the cash generating units for which the property, 
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plant and equipment, intangible assets, and other assets reside.     

Deferred tax asset – the deferred tax asset is based on management’s estimate on the probability of using future 

tax pools. 

3.  Significant Accounting Policies  

The accounting policies set out below have been applied consistently to all periods presented in these consolidated 

financial statements, with the exception of IFRS 15 and 9 which were adopted effective January 1, 2018.   

a. Basis of Consolidation 

Intra-Fund balances and transactions, and any unrealized income and expenses arising from intra-Fund transactions, 

are eliminated in preparing the consolidated financial statements. 

Subsidiaries are entities, including unincorporated entities such as partnerships, controlled by the Fund. The financial 

results of the subsidiaries are included in the consolidated financial statements from the date that control commences 

until the date that control ceases. The accounting policies of subsidiaries are aligned with the policies adopted by the 

Fund. Subsidiaries of the Fund as at December 31, 2018 include: 

Subsidiaries & Partnerships
Percentage 

Owned

Jurisdiction of 

Incorporation, Continuance, 

or Formation

Air & Gas  GP Ltd. 100 Alberta

Dri l l  Sys tems Inc. 100 Nevada

Foremost (Cyprus ) Limited 100 Cyprus

Foremost Commercia l  Trust 100 Alberta

Foremost Financia l  Ltd. 100 Alberta

Foremost Dri l l ing Company, Inc. 100 Delaware

Foremost Holdings  Inc. 100 Delaware

Foremost Indus tries  LP 100 Alberta

Foremost Indus tries  Ltd. 100 Alberta

Foremost Maloney Industries  LLC 100 Russ ia

Foremost Resources  Ltd. 100 Alberta

Foremost Track Vehicles  Limited 100 Alberta

Foremost Universa l  LP 100 Alberta

Maloney Indus tries  (Cyprus) Limited 100 Cyprus

Univers a l  Industries  (Foremos t) Corp. 100 Alberta

Univers a l  Technica l  Ltd. 100 Alberta

958499 Alberta Ltd. 100 Alberta

Foremost Indus tries  Inc. 100 Alberta

Foremost Equipment LP 100 Alberta

Foremost Equipment G.P. Ltd. 100 Alberta
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b.  Foreign Currency Transactions

Monetary assets and liabilities, denominated in foreign currencies, at the reporting date are translated to Canadian 

dollars at the exchange rate at that date. Any resulting gain or loss is recognized in net income (loss). Non-monetary 

assets and liabilities arising from transactions denominated in foreign currencies are translated into Canadian dollars 

based on the exchange rates at the date of the transaction. 

c.  Financial Instruments

The Fund has adopted IFRS 9 Financial Instruments with a date of initial application of January 1, 2018. IFRS 9 

introduces new requirements for the classification and measurement of financial assets, amends the requirements 

related to hedge accounting, and introduces a forward-looking expected loss impairment model. The adoption of this 

standard has not had a material impact on the Fund’s financial statements. 

IFRS 9 uses a single approach to determine whether a financial asset is measured at amortized cost or fair value, 

replacing the multiple rules in IAS 39. The classification of the financial assets is based on the business model in which 

a financial asset is managed and its contractual cash flow characteristics.  

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

IFRS 9 replaces the “incurred loss” model in IAS 39 with an “expected credit loss” model. This new impairment model 

applies to financial assets measured at amortized cost. Under IFRS 9, credit losses are recognized earlier than under 

IAS 3. See Note 23(a) for additional disclosure on the Fund’s credit risk.  

d. Financial Assets
 Recognition and initial measurement 

The Fund recognizes financial assets when it becomes party to the contractual provisions of the instrument. Financial 

assets are measured initially at their fair value plus, in the case of financial assets not subsequently measured at fair 

value through profit or loss, transaction costs that are directly attributable to their acquisition. Transaction costs 

attributable to the acquisition of financial assets subsequently measured at fair value through profit or loss are 

expensed in profit or loss when incurred. 

Classification Measurement

Financial assets:

   Cash and cash equivalents Assets at amortized cost Amortized cost

   Trade and other accounts receivable Assets at amortized cost Amortized cost

Financial l iabil ities:

   Derivatives Fair value through profit or loss Fair value

   Trade and other payables Liabil ities at amortized cost Amortized cost
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Classification and subsequent measurement 

On initial recognition, financial assets are classified as subsequently measured at amortized cost, fair value through 

other comprehensive income (FVOCI) or fair value through profit or loss (FVTPL). The Company determines the 

classification of its financial assets, together with any embedded derivatives, based on the business model for 

managing the financial assets and their contractual cash flow characteristics.  

Financial assets are classified as follows: 

• Amortized cost - Assets that are held for collection of contractual cash flows where those cash flows are 

solely payments of principal and interest are measured at amortized cost. Interest revenue is calculated using 

the effective interest method and gains or losses arising from impairment, foreign exchange and 

derecognition are recognized in profit or loss. Financial assets measured at amortized cost are comprised of 

cash and cash equivalents and trade receivables. 

• Fair value through other comprehensive income - Assets that are held for collection of contractual cash flows 

and for selling the financial assets, and for which the contractual cash flows are solely payments of principal 

and interest, are measured at fair value through other comprehensive income. Interest income calculated 

using the effective interest method and gains or losses arising from impairment and foreign exchange are 

recognized in profit or loss. All other changes in the carrying amount of the financial assets are recognized in 

other comprehensive income. Upon derecognition, the cumulative gain or loss previously recognized in other 

comprehensive income is reclassified to profit or loss. The Fund does not hold any financial assets measured 

at fair value through other comprehensive income. 

• Mandatorily at fair value through profit or loss - Assets that do not meet the criteria to be measured at 

amortized cost, or fair value through other comprehensive income, are measured at fair value through profit 

or loss. All interest income and changes in the financial assets’ carrying amount are recognized in profit or 

loss. Financial assets mandatorily measured at fair value through profit or loss include derivatives. 

• Designated at fair value through profit or loss – On initial recognition, the Fund may irrevocably designate a 

financial asset to be measured at fair value through profit or loss in order to eliminate or significantly reduce 

an accounting mismatch that would otherwise arise from measuring assets or liabilities, or recognizing the 

gains and losses on them, on different bases. All interest income and changes in the financial assets’ carrying 

amount are recognized in profit or loss. The Company does not hold any financial assets designated to be 

measured at fair value through profit or loss. 

The Company measures all equity investments at fair value. Changes in fair value are recorded in profit or loss. 

Foremost does not hold any equity investments. 

Contractual cash flow assessment 

The cash flows of financial assets are assessed as to whether they are solely payments of principal and interest on the 

basis of their contractual terms. For this purpose, ‘principal’ is defined as the fair value of the financial asset on initial 

recognition. ‘Interest’ is defined as consideration for the time value of money, the credit risk associated with the 
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principal amount outstanding, and other basic lending risks and costs. In performing this assessment, the Fund 

considers factors that would alter the timing and amount of cash flows such as prepayment and extension features, 

terms that might limit the Company’s claim to cash flows, and any features that modify consideration for the time 

value of money.  

Impairment 

The Fund recognizes a loss allowance for the expected credit losses associated with its financial assets, other than 

financial assets measured at fair value through profit or loss. Expected credit losses are measured to reflect a 

probability-weighted amount, the time value of money, and reasonable and supportable information regarding past 

events, current conditions and forecasts of future economic conditions.  

The Fund applies the simplified approach for trade receivables. Using the simplified approach, the Company records 

a loss allowance equal to the expected credit losses resulting from all possible default events over the assets’ 

contractual lifetime.  

The Fund assesses whether a financial asset is credit-impaired at the reporting date. Regular indicators that a financial 

instrument is credit-impaired include significant financial difficulties as evidenced through borrowing patterns or 

observed balances in other accounts and breaches of borrowing contracts such as default events or breaches of 

borrowing covenants. For financial assets assessed as credit-impaired at the reporting date, the Fund continues to 

recognize a loss allowance equal to lifetime expected credit losses. 

For financial assets measured at amortized cost, loss allowances for expected credit losses are presented in the 

statement of financial position as a deduction from the gross carrying amount of the financial asset. 

Financial assets are written off when the Company has no reasonable expectations of recovering all or any portion 

thereof. 

Derecognition of financial assets 

The Company derecognizes a financial asset when its contractual rights to the cash flows from the financial asset 

expire.  

e.  Financial Liabilities
 Recognition and initial measurement 

The Fund recognizes a financial liability when it becomes party to the contractual provisions of the instrument. At 

initial recognition, the Company measures financial liabilities at their fair value plus transaction costs that are directly 

attributable to their issuance, with the exception of financial liabilities subsequently measured at fair value through 

profit or loss for which transaction costs are immediately recorded in profit or loss. 

Where an instrument contains both a liability and equity component, these components are recognized separately 

based on the substance of the instrument, with the liability component measured initially at fair value and the equity 

component assigned the residual amount.  
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Classification and subsequent measurement 

Subsequent to initial recognition, all financial liabilities are measured at amortized cost using the effective interest 

rate method. Interest, gains and losses relating to a financial liability are recognized in profit or loss. 

Derecognition of financial liabilities 

The Company derecognizes a financial liability only when its contractual obligations are discharged, cancelled or expire 

f. Cash and cash equivalents

Cash and cash equivalents consists of cash and short-term investments that are highly liquid in nature. 

g.  Inventories

Raw materials for manufacturing purposes and repair parts are valued at the lower of cost or net realizable value. 

Cost is determined on a first-in, first-out basis and includes expenditures incurred in acquiring the inventories, 

production or conversion costs, and other costs incurred in bringing them to their existing location and condition. In 

the case of manufactured inventories and work in progress, cost includes an appropriate share of production 

overheads based on normal operating capacity. Net realizable value is the estimated selling price in the ordinary 

course of business less any estimated costs necessary to make the sale. 

Work in progress related to capital equipment contract sales is determined using the percentage-of-completion 

method and includes material, labour, and manufacturing overhead, and is recorded net of related deferred revenue 

on a contract-by-contract basis. Finished goods are also valued at the lower of cost or net realizable value. 

h.  Property, Plant and Equipment

Property, plant and equipment is measured at cost less accumulated depreciation and accumulated impairment 

losses. Cost includes expenditures that are directly attributable to the acquisition of the asset. Gains and losses on 

disposal of an item are determined by comparing the proceeds from disposal with the carrying amount of property, 

plant and equipment, and are recognized in profit or loss. 

Depreciation is calculated using the depreciable amount, which is the cost of an asset less its residual value, on a 

straight-line basis. Significant components of individual assets are assessed, and if a component has a useful life that 

is different from the remainder of that asset, then that component is depreciated separately. Depreciation is 

recognized in profit or loss on a straight-line basis over the estimated useful lives of each part of an item of property, 

plant and equipment. Leased assets are depreciated over the shorter of the lease term or their useful lives unless it is 

reasonably certain that the Fund will obtain ownership by the end of the lease term. Land and land improvements are 

not depreciated.  

The estimated useful life, residual values, and depreciation method for each class of property, plant and equipment 

are reviewed at each reporting date and adjusted if appropriate. The estimated useful lives of the various assets are 

as follows:

Buildings and Improvements   25 years  

Equipment 3-25 years  

Rental equipment 3-7 years 
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i.  Intangible Assets (other than goodwill)

Included in intangible assets are costs relating to non-compete agreements, patents, rights, licenses and other assets. 

These assets are carried at cost less accumulated amortization and are amortized on a straight-line basis over their 

useful lives of three to fifteen years. Subsequent expenditure is capitalized only when it increases the future economic 

benefits embodied in the specific asset to which it relates. All other expenditures are recognized in profit or loss as 

incurred. The estimated useful life and amortization method are reviewed annually. 

j.  Goodwill

For measurement of goodwill at initial recognition, see note 3(t). Following initial recognition, goodwill is measured 

at cost less any accumulated impairment losses. Goodwill is reviewed for impairment annually or more frequently if 

events or changes in circumstances indicate that the carrying value may be impaired. Impairment is determined by 

assessing the recoverable amount of the cash-generating unit to which the goodwill relates. Where the recoverable 

amount of the cash-generating unit is less than the carrying amount, an impairment loss is recognized.  

k.  Income Taxes

Income tax expense comprises current and deferred tax. Current tax and deferred tax is recognized in profit or loss 

except to the extent that it relates to a business combination or items recognized directly in equity or in other 

comprehensive income (loss).  

Current tax is the expected tax payable or receivable on the taxable income or loss for the period, using tax rates 

enacted or substantively enacted at the reporting date, and any adjustment to tax payable in respect of previous 

years. Current tax payable is reduced for any tax reduction associated with the declaration of distributions.  

Deferred tax is recognized in respect of temporary differences between the carrying amounts of assets and liabilities 

for financial reporting purposes and the amounts used for taxation purposes. Deferred tax is measured at the tax rates 

that are expected to be applied to temporary differences when they reverse, based on the laws that have been 

enacted or substantively enacted by the reporting date. Deferred tax is not recognized for: 

• Temporary differences on the initial recognition of assets or liabilities in a transaction that is not a business 

combination and that affects neither accounting nor taxable profit or loss; 

• Temporary differences related to investments in subsidiaries to the extent that the group is able to control the 

timing of the reversal of the temporary differences and it is probable that they will not reverse in the foreseeable 

future; and, 

• Taxable temporary differences arising on the initial recognition of goodwill. 

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities and 

assets, and they relate to income taxes levied by the same tax authority on the same taxable entity, or on different 

tax entities, but they intend to settle current tax liabilities and assets on a net basis or their tax assets and liabilities 

will be realized simultaneously.  
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A deferred tax asset is recognized for unused tax losses, tax credits, and deductible temporary differences, to the 

extent that it is probable that future taxable profits will be available against which they can be utilized. Deferred tax 

assets are reviewed at each reporting date and are reduced to the extent that it is no longer probable that the related 

tax benefit will be realized.  

l. Trust Unit Based Compensation

The fair value of the amount payable to employees in respect of the Trust Unit Option Plan, which is liability classified, 

is recognized as an expense with a corresponding increase in liabilities over the period that the recipients 

unconditionally become entitled to payments. The liability is re-measured at each reporting date and at settlement 

date based on the amount of the Trust Unit Options. Any changes in the fair value of the liability are recognized in 

profit or loss.  

m. Provisions 
A provision is recognized if, as a result of a past event, the Fund has a present legal or constructive obligation that can 

be estimated reliably, and it is probable that an outflow of economic benefits will be required to settle the obligation. 

Provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects current market 

assessments of the time value of money and the risks specific to the liability. The Fund provides for future warranty 

costs on a product-by-product basis at the time the products are sold.  

n. Revenue Recognition

The Fund has applied IFRS 15 using the cumulative effect method and therefore comparative information has not 

been restated and continues to be reported under IAS 18 and IAS 11.  

Accounting Policy 

The Fund records revenue from contracts with customers in accordance with the five step model under IFRS 15 as 

follows: 

1) Identify the contract with a customer; 

2) Identify the performance obligations in the contract; 

3) Determine the transaction price, which is the total consideration provided by the customer; 

4) Allocate the transaction price among the performance obligations in the contract based on their relative fair 

values; and 

5) Recognize revenue when the criteria are met for each performance obligation. 

Most of the Fund contracts are considered single performance obligations, as the products and services provided 

(drafting, engineering, manufacturing, painting, etc.) together form the basis of the contract. Contracts are regularly 

modified upon customer request and the revenue applicable to the modifications are allocated to the original 

performance obligation. Revenue is recognized for each contract or performance obligation either over time or at a 

point in time.  
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For performance obligations satisfied over time, revenue is recognized using the cost-based input method. Level of 

completion is based on management’s judgment about how close the work is to satisfying the performance obligation. 

This requires management to estimate total costs and labour and overall percentage completion on a contract-by-

contract basis. When the outcome of a construction contract cannot be estimated reliably, contract revenue is 

recognized only to the extent of contract costs incurred that are likely to be recoverable. Expected losses on a contract 

are immediately recognized in profit or loss.  

When performance obligations are satisfied at a point in time, the Fund recognizes revenue when the customer has 

possession of the goods or services or legal title has passed. The table below outlines the revenue recognition method 

by product line.     

Product Line 

Revenue Segment Recognition over time or at a point in time

Vessels & Gas 

Separation
FEE

Over time under IAS 18 and IFRS 15. Contracts include cancellation clauses 

that represent an enforceable right to payment. Products are custom-built. 

Compression FEE

Over time under IAS 18 and IFRS 15. Contracts include an enforceable right to 

payment. Products are custom-built. However, parts sales in this category are 

recognized at a point in time.

Shop Tanks FEE

Either over time or at a point in time depending on contract terms, under IAS 18 

and IFRS 15. Contracts may include customer customization and an 

enforceable right to payment. 

Field Tanks FEE

Over time based on a cost-based input method. Most manufacturing is 

completed on the customer’s site, and customer controls the work in progress. 

Payment and cancellation terms are usually based on work performed over the 

duration of the project.

In the comparative period under IAS 11, we recognized the revenue on these 

contracts over time using a consistent percentage of completion method. 

Parts and Service FME
Point in time under IAS 18 and IFRS 15. The Fund recognizes revenue when the 

customer takes possession of the parts.

Vehicles FME
Over time under IAS 18 and IFRS 15. Contracts include an enforceable right to 

payment. Products are custom-built.

Dril ls FME
Over time under IAS 18 and IFRS 15. Contracts include an enforceable right to 

payment. Products are custom-built.

Trucks FME

Point in time under IFRS 15. The Fund recognizes revenue when the customer 

takes possession of the truck, as this is when the customer obtains control of 

the asset. This usually occurs shortly after build is complete and when full  

payment is received. Under IAS 11, the Fund recognized this revenue over time.
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Nature of goods and services 

The Fund carries on business in two segments: Foremost Energy Equipment (FEE) and Foremost Mobile Equipment 

(FME). Revenue for FEE is generated from the following product categories: shop tanks, gas separation units, pressure 

vessels, field tanks, oil treating units, gas processing units, compression equipment, and steam generators. FEE also 

offers supporting parts sales and service programs and specific equipment rentals. While a Calgary sales office 

coordinates product sales, the products are currently manufactured at sites throughout Alberta, including 

Lloydminster and Hythe. Manufacturing is assigned to the location that best fits the product specifications, labour 

skills, customer site proximity, and delivery times. 

In the FME segment, revenues are classified into four product categories: Hydrovac and vacuum trucks, drills, vehicles, 

and parts and service. These products and services are used worldwide in the oil, mineral, and water well drilling 

industries. All of these products are currently manufactured, serviced, or distributed from facilities in Calgary and 

Stettler. Each category is subject to significant fluctuations in activity and revenue. These fluctuations often require 

significant reallocation of manufacturing resources, skilled labour force, and multi-functional facilities. Refer to Note 

9 for more information on the segmented operations. 

Contract costs 

Management expects that incremental commission fees paid as a result of obtaining contracts are recoverable, and 

therefore we will capitalize them as part of the contract costs when material. For the year ended December 31, 2018, 

these values were immaterial and remained in administrative costs, consistent with the prior year. 

Contract balances 

Contract assets primarily relate to the Fund’s rights to payment for work completed but not billed at the reporting 

date. Contract assets are transferred to receivables when the rights become unconditional. Contract liabilities relate 

to the advance payments received from customers. Contract assets and liabilities are accounted for on a contract-by-

contract basis, with each contract presented as either a net contract asset or net contract liability accordingly.  

(000's) 

For the year ended December 31, 2018 2017

Balance, beginning of year 8,513$                 5,563$                 

   Additions from new contracts with customers 38,719 35,556

   Contract assets invoiced during the year (40,457) (32,606)

Balance, end of year 6,775$                 8,513$                 

(000's)

For the year ended December 31, 2018 2017

Balance, beginning of year 2,145$                 2,518$                 

   Additions from new contracts with customers 48,056 26,271

   Contract l iabil ities recognized in revenue during the year (47,650) (26,644)

Balance, end of year 2,551$                 2,145$                 

Contract Assets

Contract Liabilities
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Impact on financial statements 

The following tables summarize the impacts of adopting IFRS 15 on the Fund’s consolidated financial statements for 

the year ended December 31, 2017. 

Consolidated Statement of financial position 

As at December 31, 2017

(000’s) As Reported Adjustments

Assets

Current assets

  Cash and cash equivalents 39,637$           -$                 39,637$           

  Trade and other receivables 17,484 - 17,484

  Inventories 36,078 (6,118) 29,960

  Contract assets - 7,735 7,735

  Prepaid expenses 3,596 - 3,596

96,795 1,617 98,412

Property, plant and equipment 40,411 - 40,411

Deferred tax assets 22,066 - 22,066

Intangibles and other assets 484 - 484

159,756$        1,617$             161,373$        

Liabilities and Unitholders' Equity

Current l iabil ities

  Trade and other payables 12,571$           -$                 12,571$           

  Derivatives 49 49

  Provisions 879 - 879

  Contract l iabil ities - 3,926 3,926

  Deferred revenue 2,145 (2,145) -

15,644 1,781 17,425

Unitholders' equity

  Unitholders' capital 63,760 - 63,760

  Retained earnings 80,352 (164) 80,188

144,112 (164) 143,948

159,756$        1,617$             161,373$        

Balance with 

adoption of 

IFRS 15
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Consolidated Statement of Net Income and Comprehensive Income 

o. Earnings per Trust Unit

The Fund presents basic and diluted earnings per Trust Unit (EPTU). Basic EPTU is calculated by dividing the profit or 

loss attributable to Unitholders of the Fund by the weighted average number of Trust Units outstanding during the 

year. Diluted EPTU is determined by adjusting the weighted average number of ordinary units outstanding and for the 

effects of all dilutive potential Trust Units, comprised of Trust Unit options granted to recipients.  

p. Segment Reporting

An operating segment is a component of the Fund that engages in business activities from which it may earn revenues 

and incur expenses, including revenues and expenses that relate to transactions with any of the Fund’s other 

components. All operating segment results are reviewed regularly by the Fund’s Chief Executive Officer (CEO) to make 

decisions about resources to be allocated to the segment and to assess its performance. Segment results that are 

reported to the CEO include items directly attributable to a segment as well as those that can be allocated on a 

reasonable basis. Segment capital expenditure is the total cost incurred during the period to acquire property, plant 

and equipment, and intangible assets other than goodwill. 

q. Leases 

Leases which transfer substantially all the benefits and risk of ownership of the asset are recognized as finance leases. The 

asset is capitalized at the commencement of the lease at an amount equal to the lower of its fair value and the present value 

of the minimum lease payments. The asset is depreciated on a basis consistent with similar owned assets. The related lease 

obligation is recorded on the consolidated statement of financial position. The interest element of the lease payments is 

charged to finance costs over the term of the lease.

For the year ended December 31, 2017

(000's), except per Trust Unit amounts As Reported Adjustments

Revenue 132,530$        (2,559)$            129,971$        

Cost of sales 118,673 (2,395)$            116,278

Gross profit 13,857 (164) 13,693

Administrative expenses 11,909 - 11,909

Depreciation and amortization 3,820 - 3,820

Loss from operating activities (1,872) (164) (2,036)

Interest income (587) - (587)

Impairment recovery (1,860) - (1,860)

Gain on disposal of property plant and equipment (3,031) - (3,031)

Foreign exchange loss 630 - 630

Net non-operating income (4,848) - (4,848)

Income before income tax 2,976 (164) 2,812

Income tax expense 559 - 559

Net and comprehensive income for the year 2,417$             (164)$               2,253$             

Balance with 

adoption of 

IFRS 15



FOREMOST INCOME FUND
Notes to the Consolidated Financial Statements 

For the years ended December 31, 2018 and 2017 

18

Foremost Income Fund | December 31, 2018 

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are classified as 

operating leases. Payments required under operating leases are charged to profit or loss on a straight-line basis over the life 

of the lease. Lease incentives received are recognized as an integral part of the total lease expense, over the term of the 

lease.

r. Short-Term Employee Benefits 

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as the related service 

is provided. A liability is recognized for the amount expected to be paid under short-term cash bonus or profit-sharing plans 

if the Fund has a present legal or constructive obligation to pay this amount as a result of past service provided by the 

employee, and the obligation can be estimated reliably.  

s. Business Combination 

The Fund applies the acquisition method to account for business combinations. The Fund measures goodwill as the 

fair value of the consideration paid less the fair value of the identifiable assets acquired and liabilities assumed, all 

measured as of the acquisition date. When the excess is negative, a bargain purchase gain is recognized immediately 

in profit or loss. The Fund elects on a transaction-by-transaction basis whether to measure non-controlling interest at 

its fair value, or at its proportionate share of the recognized amount of the identifiable net assets, at the acquisition 

date. Transaction costs, other than those associated with the issue of debt or equity securities, that the Fund incurs 

in connection with a business combination are expensed as incurred. 

t. Impairment 

The Fund’s non-financial assets, specifically intangibles and property, plant and equipment, are assessed at each 

reporting date to determine whether there is objective evidence of impairment. If evidence indicates that impairment 

has occurred, the assets are tested for recoverability. For goodwill, the recoverable amount is estimated each year at 

the same time. 

An impairment loss is recognized for the amount by which the asset’s carrying amount exceeds its recoverable 

amount. The recoverable amount of an asset or cash-generating unit (CGU) is the greater of its value in use and its 

fair value less costs to sell. In assessing value in use, the estimated future cash flows are discounted to their present 

value using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks 

specific to the asset or CGU. For the purpose of impairment testing, assets that cannot be tested individually are 

grouped together into the smallest group of assets that generates cash inflows from continuing use that are largely 

independent of the cash inflows of other assets or groups of asset’s CGU.  
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u. New Standards and Interpretations not yet adopted 

Certain new standards and amendments to standards and interpretations are effective in future periods and have not been 

applied in preparing these consolidated financial statements. Management is currently reviewing the standards to 

determine the impact on the Fund’s consolidated financial statements.  

IFRS 16 – Leases: a new standard on lease accounting that results in substantially all lessee leases being recorded on the 

consolidated statement of financial position. This standard is effective January 1, 2019 and early adoption is permitted. 

Adopting IFRS 16 is not expected to have a material impact on the Fund’s consolidated financial statements.  

4. Revenue

(000's)

For the year ended December 31, 2018 2017 2018 2017 2018 2017 2018 2017

Major Product Lines

Vessels & Gas Separation 14,720 14,734 - 70 - - 14,720 14,804

Compression 1,154 3,960 - 5 - 14 1,154 3,979

Shop Tanks 35,844 24,408 - - - - 35,844 24,408

Field Tanks 6,944 8,796 - - - - 6,944 8,796

Other 637 455 - - - - 637 455

Total FEE 59,299 52,353 - 75 - 14 59,299 52,442

Parts and service 5,567 4,440 8,083 7,581 4,326 4,305 17,976 16,326

Drills 4,124 1,134 9,135 10,818 3,678 3,475 16,937 15,427

Vehicles 779 - - 313 - 2,092 779 2,405

Trucks 38,142 30,328 16,654 15,602 - - 54,796 45,930

Total FME 48,612 35,902 33,872 34,314 8,004 9,872 90,488 80,088

Total 107,911$ 88,255$   33,872$   34,389$   8,004$     9,886$     149,787$ 132,530$ 

Canada United States International Total

Primary Geographical Markets
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(000's)

For the year ended December 31, 2018 2017 2018 2017 2018 2017

Major Product Lines

Vessels & Gas Separation 550 901 14,170 13,903 14,720 14,804

Compression 749 3,343 405 636 1,154 3,979

Shop Tanks 4,342 4,424 31,502 19,984 35,844 24,408

Field Tanks - - 6,944 8,796 6,944 8,796

Other 637 455 - - 637 455

Total FEE 6,278 9,123 53,021 43,319 59,299 52,442

Parts and service 17,976 16,326 - - 17,976 16,326

Dril ls - - 16,937 15,427 16,937 15,427

Vehicles - - 779 2,405 779 2,405

Trucks 54,796 3,933 - 41,997 54,796 45,930

Total FME 72,772 20,259 17,716 59,829 90,488 80,088

Total 79,050$   29,382$   70,737$   103,148$ 149,787$ 132,530$ 

Products transferred 

at a point in time

Products and services 

transferred over time Total

Timing of Revenue Recognition

(000's) Revenue for the year ended December 31, 2018 2017

Manufacturing and Construction 126,125$        108,542$        

Rendering of Services 1,833 1,303

Parts 21,089 21,228

Rental 103 1,002

Other 637 455

Total 149,787$        132,530$        
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5. Operating Costs 

The Funds operating costs, by nature of expense, are: 

6. Personnel Expense 

(000's) For the year ended December 31, 2018 2017

Personnel 40,222$          34,223$          

Equipment 2,763 2,413

Raw material, finished goods, and consumables used 90,239 83,863

Depreciation and amortization 3,665 3,820

General and administrative 5,754 5,092

Occupancy 5,235 4,991
147,878$        134,402$        

Operating costs included in:

(000's) For the year ended December 31, 2018 2017

Cost of sales 130,849$        118,673$        

Administrative expenses 13,364 11,909

Depreciation and amortization 3,665 3,820

147,878$        134,402$        

(000's) For the year ended December 31, 2018 2017

Wages and Salaries 34,492$          28,778$          

Contractor costs 1,528 1,715

Canada Pension Plan (CPP) and Employment Insurance (EI) remittances 2,046 1,881

Contributions to defined contribution plans 216 176

Long-term retention 169 64

Trust unit option compensation 27 12

Group benefit plans 1,193 1,159

Workers Compensation 551 438

40,222$          34,223$          

Personnel costs included in:

(000's) For the year ended December 31, 2018 2017

Cost of sales 32,612$          27,406$          

Administrative expenses 7,610 6,817

40,222$          34,223$          
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7.  Interest Income 

Interest income is derived from the Fund’s short-term investments.    

8.  Income Tax Expense 

The Fund is an open-ended unit trust and is subject to tax on any Canadian taxable income not allocated to Unitholders.  

As a result of the voluntary delisting by the Fund effective December 15, 2010, the Fund is no longer a Specified 

Investment Flow-Through (“SIFT”) Trust and is therefore no longer subject to the SIFT tax legislation that passed in Bill C-

52 in June 2007. The SIFT legislation otherwise provided that the Fund would be subject to a tax on distributions. Under 

the new status for the non-listed Fund, distributions remain deductible and the SIFT distribution tax does not apply. 

Management intends that the Fund will distribute taxable income to the Unitholders to eliminate any taxable income in 

the Fund.  

The following is a reconciliation of income taxes, calculated at the combined federal and provincial income tax rate, to 

the income tax provision included in the consolidated statements of net income and comprehensive income.  

Unrecognized temporary differences 

Deferred tax assets have not been recognized in respect of the following deductible temporary differences: 

The tax losses expire between 2019 and 2036.  

(000's) For the year ended December 31, 2018 2017

Interest Income 703 587
703$                587$                

(000's)

December 31, 

2018

December 31, 

2017

Income from operations before taxes 5,252$             2,976$             

Statutory rate 48.0% 48.0%

Expected income tax provision 2,521 1,428

Add (deduct):

Income distributed to Unitholders (1,444) -

Changes in deferred tax assets not recognized (995) (180)

Expenses not deductible for tax 49 40

Non taxable portion of capital gain (2) (604)

Other 193 (125)

Deferred income tax expense 322$                559$                

(000's)

December 31, 

2018

December 31, 

2017

Intangible 47,864$          47,864$          

Property, plant and equipment 14,111 15,485

Provisions 1,271 -

Losses carried forward 9,716 14,324

72,962 77,673
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Movement in deferred tax asset during the year 

9. Operating Segments 

The Fund has two reportable business segments, as described below, each of which are the Fund’s strategic business 

units. The strategic business units offer different products and services within the oil and natural gas industry. For each 

of the strategic business units, the Fund’s CEO reviews internal management reports on a monthly basis. The following 

summary describes the operations in each of the Fund’s reportable segments: 

• Foremost Mobile Equipment (“FME”) – FME designs, manufactures sells and services drilling equipment, heavy all-

terrain vehicles, hydrovac equipment and related parts and tooling. 

• Foremost Energy Equipment (“FEE”) – FEE designs, manufactures, sells and services oil treating systems, pressure 

vessels, fluid storage tanks, gas separators, steam generators and compression equipment. 

• Corporate – administrative expenses incurred at the Fund level and within Foremost Financial Ltd. 

The accounting policies of the reportable segments are the same as described in notes 2 and 3. 

Information regarding the results of each reportable segment is included below. Performance is measured based on 

segment profit before income tax and earnings before interest, tax, depreciation and amortization (“EBITDA”), as included 

in the internal management reports that are reviewed by the Fund’s CEO and CFO. Segment profit is used to measure 

performance as management believes that such information is the most relevant in evaluating the results of certain 

segments relative to other entities that operate within these industries. Transfer pricing is based on third-party rates. 

(000's)

December 31, 

2017

Recognized in 

Net Income

December 31, 

2018

Intangible 8,568$             (943) 7,625$             

Property, plant and equipment 10,107 885 10,992

Provisions 2,581 (1,110) 1,471

Losses carried forward 810 846 1,656

Tax assets 22,066$          (322) 21,744$          
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Reportable Segments – Foremost Energy Equipment and Foremost Mobile Equipment 

(000's)

For the year ended December 31, 2018 2017 2018 2017 2018 2017 2018 2017

Revenue 59,299 52,442 90,488 80,088 - - 149,787$ 132,530$ 

Cost of sales 57,316 52,539 73,533 66,021 - 113 130,849 118,673

Gross profit (loss) 1,983 (97) 16,955 14,067 - (113) 18,938 13,857

Administrative expenses 5,244 4,737 7,212 6,584 908 588 13,364 11,909

Depreciation and amortization 2,510 2,681 1,155 1,139 - - 3,665 3,820

Net (loss) income from operating activities (5,771) (7,515) 8,588 6,344 (908) (701) 1,909 (1,872)

  Interest (income) expense (311) (182) 6 269 (398) (674) (703) (587)

  Impairment recovery (2,371) (1,860) - - - - (2,371) (1,860)

  Loss (gain) on disposal of property, plant and equipment 64 (3,085) 17 54 - - 81 (3,031)

  Foreign exchange loss (gain)  15 - (64) 139 (301) 491 (350) 630

Net non-operating (recovery) expense (2,603) (5,127) (41) 462 (699) (183) (3,343) (4,848)

(Loss)/income before tax (3,168) (2,388) 8,629 5,882 (209) (518) 5,252 2,976

Income tax (recovery) expense (475) (157) 1,202 311 (405) 405 322 559

Net (loss) income and comprehensive (loss) income (2,693)$    (2,231)$    7,427$     5,571$     196$         (923)$       4,930$     2,417$     

Reportable segment assets 74,934$   79,415$   54,211$   40,139$   36,796$   40,202$   165,941$ 159,756$ 

Capital expenditures 3,212$     1,164$     2,990$     926$         -$          -$          6,202$     2,090$     

Reportable segment l iabil ities 6,087$     6,494$     11,877$   8,761$     3,388$     389$         21,352$   15,644$   

Foremost Energy 

Equipment

Foremost Mobile 

Equipment Corporate Total
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Geographic Segments 

For the year ended December 31, the Fund had revenues and non-current assets in the following jurisdictions: 

Major Customers 
For the year ended December 31, 2018, the Fund had two customers who accounted for 28.9% of revenue. During 2017, 

two customers represented 24.6% of revenue. 

Within the FEE segment, one customer accounted for more than 10.1% of revenue in 2018, and no one customer 

accounted for more than 10% of segment revenues for the year ended December 31, 2017. 

Within the FME segment, two customers accounted for 48.1% of revenues in 2018. This is a result of two distributor 

agreements within the truck product line that have resulted in higher sales volumes. During 2017, two customers 

accounted for 40.6% of revenue. 

10. Cash and Cash Equivalents 

At December 31, 2018, the Fund held short term deposits totalling $288 (December 31, 2017 – $30.7 million) at a rate of 

1.30%.   

(000's) Revenue for the year ended December 31, 2018 2017

Canada 107,911$        88,255$          

United States 33,872 34,389

International 8,004 9,886

Total 149,787$        132,530$        

(000's) Non-current assets as at December 31, 2018 2017

Canada 61,173$          62,514$          

United States 407 423

International 17 24

Total 61,597$          62,961$          

As at: December 31, December 31,

(000's) 2018 2017

Bank balances 36,653$          8,907$            

Short term investments 288 30,730

36,941$          39,637$          
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11. Trade and Other Receivables 

Contingent Asset 
As part of a cancelled customer contract agreement, the Fund holds a secured promissory note receivable of $1.2 million, 

plus interest. Payments of $100 were scheduled to be received starting in March 2018 and continue for 12 quarters. 

During 2018, only $130 had been received and recognized into income. No accounts receivable balance has been set up 

as the collectability of this note is not certain.       

12. Inventories 

During 2018, as a result of an inventory review, no provision was required. The $3.7 million reduction (2017 - $9.1 million) 

in valuation during the year relates to inventory previously written down that was sold or consumed during the year.  

(000's) As at:

December 31, 

2018

December 31, 

2017

Trade receivables 16,337$          16,833$          

Other receivable 399 651

 $          16,736  $          17,484 

Inventory

As at: December 31 December 31,

(000's) 2018 2017

Raw materials and consumables 23,181 18,118

Work in progress related to capital equipment 8,339 14,986

Finished goods 3,319 2,974

34,839$          36,078$          

Valuation Allowances

As at: December 31 December 31,

(000's) 2018 2017

Raw materials and consumables (6,317) (9,172)

Work in progress - (153)

Finished goods (1,679) (2,333)

(7,996)$           (11,658)$         
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13. Assets classified as held for sale 

As part of the FEE manufacturing consolidation, management decided to actively list a vacant property in Calgary. 

Negotiations with interested parties have subsequently taken place, refer to Note 26. The assets attributable to this 

location, which are expected to be sold within the first quarter of 2019, have been classified as assets held for sale and 

are presented separately in the statement of financial position. The operations are included in the FEE segment for 

reporting purposes. 

The proceeds of disposal are expected to exceed the carrying amount of the relevant assets, which was determined by a 

third-party sale agreement. As a result the Fund recorded an impairment recovery against these assets during 2018 of 

$2.4 million. The recoverable value was calculated higher than the carrying value before the previous impairment was 

recognized, so the Fund recognized an impairment recovery up to the value of the previous carrying value.  

The major classes of assets listed as held for sale are as follows:  

Cost  (000's)

 As at December 

31, 2018 

Land  $                   3,556 

Building                           996 

Equipment                             31 

Impairment recovery                       2,371 

Assets held for sale 6,954$                   
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14. Property, Plant and Equipment 

Impairment Analysis 

In 2018 the Fund recognized an impairment recovery of $2.4 million (2017 - $2.3 million) on a property previously deemed 

impaired, refer to note 13. The assessment was based on a fair value less cost to sell model which was determined by a 

third-party offer to purchase.  

Cost  (000's)

 Land and 

Buildings 

 Assets Under 

Construction  Equipment 

 Rental 

Equipment  Total 

Balance at December 31, 2016 62,213$         -$                $        32,438  $              792  $        95,443 

Additions 43 513                               1,534                      -                 2,090 

Impairment recovery 2,262 -                                       -                        -                 2,262 

Disposals (277) -             (2,127) (282)             (2,686)

Balance at December 31, 2017 64,241$         513$              31,845$         510$              97,109$         

Additions 502 20 5,680 - 6,202

Transfer (33) (513) 546 - -

Reclassified as held for sale (8,904) - (184) - (9,088)

Disposals (170) - (1,081) - (1,251)

Balance at December 31, 2018 55,636$         20$                 36,806$         510$              92,972$         

Accumulated depreciation (000's)

 Land and 

Buildings 

 Assets Under 

Construction  Equipment 

 Rental 

Equipment  Total 

Balance at December 31, 2016 29,471$         -$                $        25,536  $              350  $        55,357 

Depreciation for the year 1,575 -               1,885                     94               3,554 

Disposals (19) -             (1,993) (201)             (2,213)

Balance at December 31, 2017 31,027$         -$               25,428$         243$              56,698$         

Depreciation for the year 1,562 - 1,787 52 3,401

Reclassified as held for sale (4,352) - (153) - (4,505)

Disposals (119) - (714) - (833)

Balance at December 31, 2018 28,118$         -$               26,348$         295$              54,761$         

Carrying Amount (000's)

 Land and 

Buildings 

 Assets Under 

Construction  Equipment 

 Rental 

Equipment  Total 

December 31, 2017 33,214$         513$              6,417$           267$              40,411$         

December 31, 2018 27,518$         20$                 10,458$         215$              38,211$         
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15. Intangible and Other Assets 

Impairment Analysis 

During the fourth quarter of 2017, the Fund resigned as General Partner of a Limited Partnership partially owned by the 

FEE segment. The Fund held an investment in this Limited Partnership, which was included in other assets, and as part of 

the resignation reviewed the fair market value as at December 31, 2017. Based on the financial results of this Limited 

Partnership, along with a sale transaction to sell its operating assets, the Fund concluded an impairment loss for the full 

value of the investment was appropriate. The impairment loss of $0.4 million was offset against the impairment recovery 

discussed in Note 14.        

Cost or deemed cost  (000's) Other Assets

Patents, 

rights and 

l icenses

Non-compete 

agreements Total

Balance at December 31, 2016 694$                  $          2,047  $                  50  $            2,791 

Additions 33                                          -                         -                        33 

Transfer 353                                  (353)                       -                         -   

Balance at December 31, 2017 1,080$             1,694$           50$                  2,824

Additions 49 1,373                       -   1,422

Disposals (1) -                       -   (1)

Balance at December 31, 2018 1,128$             3,067$           50$                  4,245$            

Amortization and impairment losses (000's) Other Assets

 Patents, 

rights and 

l icenses 

 Non-compete 

agreements  Total 

Balance at December 31, 2016  $                137  $          1,495  $                  40  $            1,672 

Impairment loss                     402                      -                         -                      402 

Transfer                       57                   (57)                       -                         -   

Amortization for the year                     143                  113                      10                    266 

Balance at December 31, 2017  $                739  $          1,551  $                  50  $            2,340 

Disposals                        (1)                      -                         -                         (1)

Amortization for the year                     151                  113                       -                      264 

Balance at December 31, 2018 889$                 1,664$           50$                  2,603$            

Carrying Amount (000's) Other Assets

 Patents, 

rights and 

l icenses 

 Non-compete 

agreements  Total 

December 31, 2017 341$                 143$              -$                 484$                

December 31, 2018 239$                 1,403$           -$                 1,642$            
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16. Unitholders’ Equity

a. Unitholders’ capital 

The Fund is authorized to issue an unlimited number of Trust Units and an unlimited number of special voting units. 

Special voting units may be issued upon Trustee resolution. These special voting units entitle the holders thereof to 

such number of votes as prescribed by the resolution. These special voting units do not entitle the holder to participate 

in any distributions from the Fund or to beneficial interest in any assets of the Fund.  

b. Redemption of Trust Units 

Trust Units are redeemable in whole or in part at any time on demand by the Unitholder. Upon receipt of an executed 

redemption notice and related Trust Unit certificate, the Unitholder ceases to have any rights with respect to those 

Trust Units. The Unitholder is entitled to receive a redemption price equal to the tangible book value, plus or minus 

10%. The redemption price is set at the discretion of the Board of Trustees. From February 1, 2015 to March 31, 2018, 

the Trustees exercised their discretion and reduced the monthly limit for cash distributions from $1.5 million per 

month to $0.00. Units redeemed during this time have been issued unsecured promissory notes at a value equal to 

the redemption price at the time of redemption. These notes are for a term of three years and bear non-compounding 

interest at 3% per annum. For the year ended December 31, 2018, all promissory notes had been paid out. For the 

year ended 2017 the promissory notes payable was $123, which is included in the trade and other payables account 

on the consolidated statement of financial position.  

The monthly limit for cash distributions was increased from $0.00 to $250 from April 1, 2018 to September 30, 2018, 

and to $350 per month from October 1, 2018 to December 31, 2018. 

Unitholders are limited in their ability to sell, transfer, consign, mortgage, pledge, or dispose of any Trust Units in any 

manner whatsoever, other than a transfer to a similar beneficiary, without the prior written consent of the Board of 

Trustees. Consent from the Board of Trustees will be evidenced by a resolution, and any attempt to do so shall be void 

without such approval. 

During the year ended December 31, 2018, there were 213,944 (2017 - 27,427) Trust Units redeemed for cash of $1.3 

million and notes payable of nil (2017 - $161). The Fund made note payments of $124 during the year (2017 –$843). 

As of December 31, 2018, the stated redemption price was $6.10 per unit.  

c. Trust Unit Distributions 

The Fund intends to distribute taxable income on an annual basis via a special or cash distribution at the discretion of 

the Trustees. On December 14, 2018, the Fund announced an estimated $3 million distribution, or $0.165 per unit, 

for the 2018 fiscal year. This distribution is to be paid on or before March 31, 2019. There was no distribution made 

for the year ended December 31, 2017. 
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17. Earnings per Trust Unit

Earnings per Trust Unit are calculated using the weighted-average number of Trust Units outstanding. The reconciliation 

of the denominators used to determine the basic earnings per Trust Unit and diluted earnings per Trust Unit is below:

18. Trust Unit-Based Compensation Plan 

In June 2008, the Unitholders approved an amended and restated unit option plan. The Fund received regulatory approval 

to reserve 2,123,013 unit options under the amended and restated unit option plan. During 2017, 116,000 unit options 

with an exercise price of $5.80 were approved outside of the plan and pursuant to the Trustees discretion under the Deed 

of Trust. No unit options were granted during 2018. 

The exercise price of options granted during 2017 is $5.80. Options vest annually over three years, on each of the three 

anniversaries of the date of grant, and expire one year after the fifth anniversary. At December 31, 2018, 138,665 of these 

options had vested (2017 – nil). 

The exercise price of options granted during 2015 is $5.60. Options vest annually over three years, on each of the three 

anniversaries of the date of grant, and expire one year after the fifth anniversary. At December 31, 2018, 100,000 of these 

options had vested (2017 - 66,666). 

A summary of the status of the plan and changes during the years then ended is presented below: 

Trust Units-Based Compensation Expense  

The fair value of these unit options is $47 at December 31, 2018 (2017 - $19). For the year ended December 31, 2018, 

$27 (2017 – $12) was recorded in administrative expenses with an equal amount credited to other payables.  

For the year ended December 31, 2018 2017

Basic and diluted weighted-average Trust Units 18,394,022 18,445,023

Net income for the year (000's) 4,930$                2,417$                

Basic and diluted earnings per share 0.27$                  0.13$                  

Weighted Weighted

average average

Unit Option Plan exercise price exercise price

Unit options, beginning of year 216,000 5.71$               100,000 5.60$               

Granted - - 116,000 5.80$               

Unit options, end of year 216,000 5.71$               216,000 5.71$               

Unit options exercisable, end of year 138,665 5.66$               66,666 5.60$               

December 31, 2018 December 31, 2017

Number of 

options

Number of 

options
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The 2018 weighted average fair value per option with an exercise price of $5.80 was $0.14. This was calculated using the 

Black-Scholes model with the assumptions being a risk free rate of 3.95%, a forfeiture rate of 10%, an expected option 

life of five years, a volatility of 3.77% and a quarterly dividend rate of 3.0%. 

The 2018 weighted average fair value per option with an exercise price of $5.60 was $0.36. This was calculated using the 

Black-Scholes model with the assumptions being a risk free rate of 3.95%, a forfeiture rate of 10%, an expected option 

life of five years, a volatility of 3.77% and a quarterly dividend rate of 3.0%. 

19. Credit Facilities

The Fund maintains a credit facility with a major Canadian chartered bank; however, as of December 31, 2018, the Fund 

had not drawn on the credit facility. During 2016, the credit facility was revised to base the available facility on a 

percentage of specific inventory and eligible accounts receivable, net of certain trade payables, to a maximum of $30.0 

million. The operating credit facility bears interest at prime plus 0.25% or prime plus 0.125%, depending on specific 

operating ratios. The credit facility is secured by a general security agreement and floating charge debenture of $40.0 

million. The credit facility permits the Fund to use bankers’ acceptances to borrow at effective interest rates and to use 

certain financial instruments to manage interest and exchange risk. Based on the revised borrowing base calculations, 

the Fund had access to $18.5 million of the credit facility as at December 31, 2018.  

20. Trade and Other Payables 

The Fund’s exposure to currency and liquidity risk related to trade and other payables is disclosed in note 23. 

Contingent Liability 

The Fund is currently, and may be from time to time, involved in legal proceedings. No liability has been recorded in the 

statement of financial position for the year ended December 31, 2018 (2017 – nil) as the result of these actions are not 

known and are expected to be immaterial.   

(000's)

December 31, 

2018

December 31, 

2017

Due to related parties  $                 103  $                 131 

Trade payables                  4,417                  3,907 

Promissory notes payable                         -                        123 

Non-trade payables                      412                      578 

Accrued expenses                10,164                  7,832 

 $            15,096  $            12,571 
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21. Provisions 

Warranty Provision 

The provision for warranties relates mainly to goods sold during the years ended December 31, 2018 and December 

31, 2017. The provision is based on estimates made from historical warranty data associated with similar products and 

services. In accordance with its contractual obligations, the Fund expects to incur most of the liability over the next year. 

Facility Lease Provision 

Due to the Fund closing a manufacturing facility in 2016, a provision was recognized related to the facility lease commit-

ment. The provision balance as at December 31, 2018 was nil (2017 – $38) and represents the future lease payments 

that the Fund is obligated to make under the non-cancellable lease contract less recoveries under a current sub-lease 

arrangement.  

22. Fair Values of Financial Instruments

Fair Values versus Carrying Amounts 

The fair values of financial assets and liabilities together with the carrying amounts shown in the consolidated statement 

of financial position are as follows: 

(000's)

December 31, 

2018

December 31, 

2017

Provisions at the beginning of the year  $                 841  $              1,112 

Provisions made for during the year                      373                      444 

Provisions used during the year                    (509)                    (715)

Provision at the end of the year  $                 705  $                 841 

(000's) As at:

Carrying 

Amount Fair Value

Carrying 

Amount Fair Value

Assets carried at amortized cost

   Cash and cash equivalents 36,941$       36,941$       39,637$       39,637$       

   Trade and other receivables 16,736 16,736 17,484 17,484

53,677$       53,677$       57,121$       57,121$       

(000's) Carrying 

Amount Fair Value

Carrying 

Amount Fair Value

Liabil ities carried at fair value

   Derivatives -$              -$               $               49  $               49 

-$              -$              49$               49$               

Liabil ities carried at amortized cost

   Trade and other payables 15,096$       15,096$       12,571$       12,571$       

15,096$       15,096$       12,571$       12,571$       

December 31, 2018 December 31, 2017

December 31, 2018 December 31, 2017
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Fair Value Hierarchy 

The Fund has segregated all financial assets and liabilities that are measured at fair value into the most appropriate level 

within the fair value hierarchy based on the inputs used to determine the fair value at the measurement date. 

Financial instruments measured at fair value on the consolidated statement of financial position require classification into 

one of the following levels of the fair value hierarchy: 

• Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities. 

• Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either 

directly (i.e. as prices) or indirectly (i.e. derived from prices). 

•  Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs). 

The fair value hierarchy level at which a fair value measurement is categorized is determined on the basis of the lowest 

level input that is significant to the fair value measurement in its entirety. 

The fair value of the forward contract is measured based on the difference between the contracted rate and the current 

forward rate provided from the financial institution. The Fund continues to classify the forward contract as level 2 as the 

inputs used in the valuation are observable in the open market.  

23. Financial Risk Management Overview 

The Fund has exposure to the following risks from its use of financial instruments: credit risk, liquidity risk, and market 

risk. 

This note presents information about the Fund’s exposure to each of the above risks and the Fund’s objectives, policies 

and processes for measuring and managing risk. Further quantitative disclosures are included throughout these 

consolidated financial statements. 

Risk Management Framework 

The Board of Trustees has overall responsibility for the establishment and oversight of the Fund’s risk management 

framework. The Fund’s risk management policies are established to identify and analyze the risks faced by the Fund, to 

set appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk management policies and 

systems are reviewed regularly to reflect changes in market conditions and the Fund’s activities. 

a. Credit Risk 

Credit risk is the risk of financial loss to the Fund if a customer or counterparty to a financial instrument fails to meet 

its contractual obligations, and arises principally from the Fund’s receivables from customers. 

Trade and Other Receivables 

In the normal course of business, the Fund is exposed to credit risk through its accounts receivable and construction 

work in progress from its customers, which operate primarily in the oil and natural gas industry in Canada and the 

United States. At December 31, 2018, no one customer represented more than 10% of accounts receivable and three 
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customers represented over 10% of work in progress (2017 – one customer represented 18.4% of accounts receivable 

and one customer represented over 16.8% of work in progress).  

The Fund has established credit policies and limits, which are applied in the selection of counterparties in which they 

are analyzed individually for creditworthiness prior to the Fund’s standard delivery terms being offered. Management 

also reviews all receivable balances past due with the objective of identifying matters that could potentially delay the 

collection of funds at an early stage.  

The aging of trade and other receivables is as follows: 

The Fund reviews its trade and other receivables regularly and estimates of impairments are determined on a cus-

tomer-by-customer evaluation of collectability at each reporting date taking into consideration the following factors: 

the length of time the receivable has been outstanding, specific knowledge of each customer’s financial condition, 

and historical payment behaviour. The impairment allowance is used to record impairment losses unless the Fund is 

satisfied that no recovery of the amount owing is possible; at that point the amounts are considered irrecoverable 

and are written off against the financial asset directly. The movement in the impairment allowance accounts specific 

to trade receivables during the year is as follows: 

b. Liquidity Risk 

Liquidity risk is the risk that the Fund will encounter difficulty in meeting the obligations associated with its financial 

liabilities that are settled by delivering cash or another financial asset. The Fund’s approach to managing liquidity is to 

ensure, as far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both normal 

and stressed conditions, without incurring unacceptable losses or risking damage to the Fund’s reputation. 

The Fund manages its liquidity risk through monitoring its capital structure and financial leverage. It also manages 

liquidity risk by continuously monitoring actual and projected cash flows to ensure that it will have sufficient liquidity 

(000's) As at:

Gross Impairment Gross Impairment

Current 4,223$          -$                $          9,741 -$               

Past due 1 - 30 days 4,456 -               4,551 -

Past due 31-60 days 5,382 -               1,196 51

Past due 60 days 2,397 121 1,527 131

Total trade receivables 16,458 121 17,015 182

Other receivables 399                      -                    651                      -   

Total trade and other receivables  $        16,857  $              121  $        17,666  $              182 

December 31, 2018 December 31, 2017

(000's) As at: 2018 2017

Impairment allowance at the beginning of the year 182$              275$              

Provisions made for during the year 17 (56)

Provisions used during the year (78) (37)

Impairment allowance at the end of the year  $              121  $              182 
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to meet its liabilities when due. The Fund believes that the current cash balance, forecasted cash flows from operating 

activities, along with amounts available under the Credit Facility will provide sufficient cash requirements to cover the 

Fund’s forecasted normal operating and budgeted capital expenditures. In addition, the Fund manages liquidity risk 

by monitoring forecasted and actual cash flows, minimizing reliance on any single source of credit, maintaining 

sufficient undrawn committed credit facilities, and managing the maturity profiles of financial assets and financial 

liabilities to minimize refinancing risk. 

The following are the undiscounted contractual maturities of financial liabilities excluding the impact of netting agree-

ments:  

c. Market Risk 

Fluctuations in foreign currency are a source of market risk for the Fund and arise when dealing with foreign 

customers. As part of managing this risk, the Fund reviews its exposure, specifically the size and jurisdiction (including 

political and economic factors), of all foreign contracts. Where market risk is deemed unacceptably high, the Fund will 

enter into forward exchange contracts in order to reduce exposure. Future cash flows will be impacted by derivative 

instruments as foreign exchange rates change over the contract terms. Both contract currency and term will have an 

impact on this outcome.  

The $0.4 million foreign exchange gain recognized in 2018 (2017 - $0.6 million loss) is attributable to the effect of the 

changes in the value of the Fund’s U.S. dollar (“USD”) denominated net monetary assets and liabilities and foreign 

exchange on forward contracts. The USD denominated monetary assets consist of cash and accounts receivable, which 

have increased compared to 2016 as the volume of USD contracts increased.  

At December 31, 2018, the Fund had no outstanding forward contract (2017 - $49).  

d. Interest Rate Risk 

At the reporting date, the risk related to interest rate is limited to the Fund’s interest-bearing credit facility, which was 

unused at December 31, 2018. 

(000's) As at December 31, 2018

Carrying 

amount

Contractural 

cash flows

1 years or 

less
1-5 years

More than 5 

years

Trade and other payables 15,096            15,096            15,096                     -                       -   

Provisions 705                 705                 705                     -                       -   

Distribution payable              3,008              3,008              3,008                     -                       -   

 $       18,809  $       18,809  $       18,809  $                 -    $                 -   

(000's) As at December 31, 2017

Carrying 

amount

Contractural 

cash flows

1 years or 

less
1-5 years

More than 5 

years

Trade and other payables 12,571            12,571            12,571                     -                       -   

Provisions 879                 879                 879                     -                       -   

 $       13,450  $       13,450  $       13,450  $                 -    $                 -   
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24. Management of Capital

The Fund’s objectives when managing capital are to safeguard the Fund's ability to continue as a going concern in order 

to provide returns to Unitholders and benefits for other stakeholders, maintain financial liquidity and flexibility in order 

to fulfill existing financial obligations, support capital requirements of current operations, pay Trust Unit distributions in 

cash, and provide capital for accretive acquisitions. 

In the definition of capital, the Fund includes Unitholders’ capital, accumulated earnings, long-term debt (including any 

current portion), bank indebtedness, cash and cash equivalents, and undrawn credit facilities. 

The Fund’s financial strategy is designed to maintain a flexible capital structure consistent with the objectives stated 

above and to respond to growth opportunities or changes in economic conditions. In order to maintain or adjust its capital 

structure, the Fund may issue new Trust Units, redeem Trust Units, repay outstanding debt, issue new debt, refinance 

existing debt, acquire or dispose of assets, adjust Trust Unit distribution amounts or the form of payment, or adjust the 

amount of cash and short-term investment balances. 

The objectives and strategies with respect to capital risk management are established on an annual basis and are 

monitored on a quarterly basis, and have been revised to align with the capital requirements stipulated within the Credit 

Agreement. 

The Fund is not subject to any externally imposed capital requirements. The Fund is subject to certain covenants under 

its credit facility and is compliant as at December 31, 2018. 

25. Related Parties 

Transactions with Key Management Personnel 

The Fund defines key management as being the Trustees, executive officers of the Fund and senior management. Certain 

executive officers have management contracts. Trustees also participated in the Fund’s stock option plan (see Note 18).  

Key management personnel compensation comprised: 

Key Management Personnel and Director Transactions 

Trustees and certain related Unitholders collectively control 65% (2017 – 64%) of the Trust Units of the Fund. 

As has been past practice, the Fund utilizes the consulting services of TOM Capital Associates Inc. (“TOM Capital”), a 

company indirectly controlled by the majority Unitholder of the Fund. The consulting services consist of legal and 

professional advice, advisory, and investor relations. These consulting services are provided at market rates as confirmed 

from time to time and agreed to by all parties. For the year ended December 31, 2018, the total amount invoiced for 

(000's)

December 31, 

2018

December 31, 

2017

Salaries and benefits  $              1,112  $              1,024 

Long-term benefits                        50                         -   

 $              1,162  $              1,024 
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consulting services through TOM Capital was $0.6 million (2017 - $0.8 million). $0.1 million was included in accounts 

payable.    

26. Subsequent Events 

In March of 2019 the Fund finalized a sale transaction for a property located in Calgary for $8.5 million. At December 31, 

2018 this property was listed as held for sale, see Note 13.     


