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The following management’s discussion and analysis of
financial condition and results of operations (“MD&A”) for
the interim period ended March 31, 2011 should be read
in conjunction with the Consolidated Financial Statements
as at and for the interim period ended March 31, 2011 and
the annual MD&A included in the Company’s 2010 Annual
Report. Effective January 1, 2011, the Company is required
to prepare and report its financial statements in accordance
with International Financial Reporting Standards (“IFRS”).
Comparative information for 2010 was required to be restated
accordingly, including an opening Consolidated Balance Sheet
as at January 1, 2010. A summary of the significant financial
effects of the conversion to IFRS is included later in this MD&A
and additional detailed information may be found in Notes 2
and 4 to the Interim Consolidated Financial Statements. All
amounts are stated in thousands of Canadian dollars, except
per share amounts.

RESULTS OF OPERATIONS
For the first quarter ended March 31, 2011, the Company
incurred a loss of $4,425, or $0.40 per share, compared to
a loss of $3,785, or $0.35 per share, for the first quarter of
2010. The basic aggregated weighted average number of
Class A Subordinate Voting shares (“Class A shares”) and
Class B Multiple Voting shares (“Class B shares”) outstanding
was 10,936,554 in both periods.
Revenues for the quarter were $10,616 compared to
$12,144 in 2010. The net decrease of $1,528 was primarily
due to lower clay brick shipments offset in part by higher
shipments of concrete masonry products and a small increase
in revenues of the highly seasonal Landscape Products
business segment.
During the first quarter of 2011 the Company reviewed
the remaining useful life of plant and production equipment
which resulted in changes in the expected useful life of
certain production equipment. As a result, depreciation
expense, which is included in Cost of Sales in the Consolidated
Statement of Comprehensive Income (Loss) decreased by
$999 for the three month period ended March 31, 2011
compared to the same period in 2010.

Selling expenses were $248, or approximately 14.1%,
higher than last year as a result of increased advertising
and marketing expenditures to support the introduction of
new products and to expand the Company’s market profile.
General and administrative expenses increased by $214, or
approximately 17.6%, primarily due to a higher provision for
potentially uncollectible accounts.
The operating loss for the quarter was $3,561 compared to
$2,916 for the first quarter of 2010.
The increase in finance costs to $919 for the first
quarter of 2011 from $824 in 2010 was primarily due to
the additional interest expense in the current period on the
$9,000 subordinated secured debenture which was issued on
February 26, 2010.
The Company’s share of the loss from its 50% joint venture
interest in Universal Resource Recovery Inc. (“Universal”)
amounted to $714 in the first quarter of 2011 compared to
$600 in 2010. Universal’s composting operations, which were
voluntarily suspended in the second half of 2010, resumed in
December 2010 and were being ramped up in phases through
the first quarter of 2011.
The recovery of income taxes for the first quarter of 2011
reflected an effective income tax rate of approximately 14.8%
compared to an effective income tax rate of approximately
12.4% in 2010. These rates are significantly lower than
the normalized rates of approximately 26.25% in 2011 and
29.00% in 2010 primarily due to the fact that the Company
did not record a deferred tax asset with respect to the future
income tax benefit pertaining to the non-capital losses
incurred by the Company’s U.S. operations. Other items which
impacted the effective income tax rates were the fluctuations
from period to period of permanent differences between
accounting income and taxable income as well as the tax
impact in 2010 of various IFRS adjustments to the pre-tax loss.
More detailed discussion with respect to each operating
business segment follows:

MASONRY PRODUCTS
For the three month period ended March 31, 2011, this
business segment incurred an operating loss of $996 on
revenues of $9,740 compared to an operating loss of $112 on
revenues of $11,433 for the corresponding period in 2010.

3

Brick shipments in the Canadian market were lower than
last year due, primarily, to poor weather conditions which
resulted in a reduction in housing starts in the first quarter
of this year. In the U.S. market, brick shipments were up
over 2010 although this market continues to be impacted by
historically low levels of residential construction activity.
Sales volumes of concrete masonry products continued to
grow, increasing by approximately 76% over the first quarter
of 2010 as a result of increased recognition and acceptance of
these products in the marketplace.
The decrease in revenues was partially offset by a decrease
in depreciation expense as a result of a change in estimated
useful life of certain production equipment. Higher advertising
and marketing expenses related to the introduction of new
products negatively impacted operating results for the quarter.

LANDSCAPE PRODUCTS
The Landscape Products business segment incurred an
operating loss of $2,565 for the three month period ended
March 31, 2011 compared to $2,804 in 2010.
The improvement in operating results was the result
of higher sales volumes and an increase in average
selling prices.
Revenues were $876 for the first quarter of 2011 compared
to $711 last year reflecting the low level of activity during the
winter months.

cash flows
Cash flow used for operating activities for the period
ended March 31, 2011 totaled $4,430 compared to $4,368
for the same period last year. The impact of the decline in
depreciation expense was substantially offset by lower net
working capital requirements during the quarter, including
lower cash disbursements for trade payables.
Cash utilized for purchases of property, plant and equipment
totaled $1,057 for the quarter, including approximately $420
related to new products, compared to $315 in 2010.
Advances to Universal during the first quarter of 2011 were
$975 compared to $1,000 for the same period in 2010.
On February 26, 2010, the Company completed a $9,000
subordinated secured debenture financing. In connection
therewith, a $3,000 unsecured promissory note payable,
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which was due in December, 2009 but not paid, was
refinanced as part of the debenture issue as described in
Note 7 to the Interim Consolidated Financial Statements.
The subordinated debenture was recorded for accounting
purposes at its fair value which, net of transaction costs
incurred in the amount of $377, amounted to $8,623 and is
being carried at amortized cost. The transaction costs are
being amortized over the term of the loan resulting in an
effective interest rate of 11.89%. As at March 31, 2011 the
unamortized transaction costs were $240.

Financial condition
The Company’s Masonry Products and Landscape Products
business segments are seasonal in nature. The Landscape
Products business is affected to a greater degree than the
Masonry Products business. As a result of this seasonality,
operating results are impacted accordingly and cash
requirements are generally expected to increase through
the first half of the year and decline through the second half
of the year.
As at March 31, 2011, bank operating advances were
$8,434. This represented an increase of $6,610 from the
amount outstanding at December 31, 2010. Trade payables
totaled $10,683 at March 31, 2011 compared to $9,638 at
December 31, 2010.
The ratio of total liabilities to shareholders’ equity was
0.57:1 at March 31, 2011 compared to 0.49:1 at December
31, 2010. The increase in this ratio from December 2010
to March 2011 was primarily due to the increase in bank
operating advances, as noted above, and lower retained
earnings resulting from the loss incurred for the quarter ended
March 31, 2011.
As at March 31, 2011, working capital was $14,423,
representing a working capital ratio of 1.57:1. Comparable
figures for working capital and the working capital ratio at
December 31, 2010 were $18,499 and 2.07:1, respectively.
Cash and cash equivalents totaled $4,293 at March 31, 2011
compared to $5,383 at December 31, 2010.
The Company has an operating credit facility of $15,000.
This is a demand facility which is secured primarily by trade
receivables and inventories of the Company’s Masonry
Products and Landscape Products business segments in both
Canada and the U.S. The actual amount that the Company

may borrow under this facility is determined based on standard margin formulas for trade receivables and inventories. The
borrowing limit is reduced by the amount of the mark-to-market exposure on the interest rate swap contract. Utilization at
March 31, 2011 was $9,972, including $8,434 for bank operating advances, $316 for outstanding letters of credit and $1,222
for the mark-to-market exposure on the interest rate swap contract.
The Company expects that future cash flows from operations, cash and cash equivalents on hand and the unutilized balance of
its operating credit facility will be sufficient to satisfy its obligations as they become due.
The Company was in compliance with all financial covenants under its long-term debt agreement as at March 31, 2011 and
anticipates that it will maintain compliance throughout the year.
Information with respect to the Company’s material off-balance sheet arrangements, which consist primarily of operating
leases and natural gas supply and transportation contracts, is disclosed in the table of contractual obligations in the annual MD&A
included with the Company’s 2010 Annual Report and in Note 14 to the Interim Consolidated Financial Statements.
With respect to contractual obligations outstanding as at March 31, 2011, changes included reductions of the remaining
balances of the Company’s purchase obligations under the natural gas supply and transportation contracts. These are more fully
described in Note 14 to the Interim Consolidated Financial Statements.

SELECTED QUARTERLY FINANCIAL INFORMATION
The following is a summary of selected quarterly financial information for each of the eight most recently completed quarters
(in thousands of dollars, except per share amounts):
IFRS
Total Operations

IFRS

IFRS

March 31
2011

2010

Revenues

$

10,616

Net income (loss)

$

(4,425) $

$

GAAP*

IFRS

December 31

12,144

2010

GAAP*

IFRS

September 30
2009

2010

GAAP*

June 30
2009

19,234

2010

2009

$

16,152

$

15,009

$

20,510

$

$

23,817

$

18,278

(3,785) $

824

$

(2,320) $

128

$

(77) $

457

$

(3,245)

Net income (loss) per share

Basic

$

(0.40)

$

(0.35) $

0.08

$

(0.21) $

0.01

$

(0.01) $

0.04

$

(0.30)

Diluted

$

(0.40) $

(0.35) $

0.08

$

(0.21) $

0.01

$

(0.01) $

0.04

$

(0.30)

*The term GAAP refers to Canadian GAAP before the adoption of IFRS.

Comparative amounts for 2010 have been restated to
comply with the adoption of IFRS effective January 1, 2010.
Comparative amounts for 2009 have not been restated.
The quarterly financial information presented reflects the
seasonal nature of the Company’s Masonry Products and
Landscape Products business segments. Historically, sales of
these business segments are greater in the second and third
quarters of each year than in the first and fourth quarters.
Consequently, the results of operations and cash flows
reported each quarter are not necessarily indicative of the
results to be expected for the year and the financial condition
of the Company at the end of each quarter reflects these
seasonal fluctuations.

Major factors affecting the comparability of the quarterly
results are as follows:
Quarters ended March 31

Revenues in the first quarter of 2011 decreased compared
to the first quarter of 2010 due to lower shipments of
masonry products primarily due to poor weather conditions
which resulted in lower housing starts. Increases in the
expected useful life of certain production equipment
resulted in a decline in depreciation expense in the first
quarter of 2011.
Quarters ended December 31

Revenues increased in the fourth quarter of 2010 over the
same period in 2009 as a result of higher shipments of both
masonry and landscape products. Operating results for the
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quarter were negatively impacted by higher interest costs
and a decrease in the income tax recovery.
As at December 31, 2010, the Company evaluated the
impairment loss of $10,571 that was recorded upon the
transition to IFRS as at January 1, 2010 for possible reversal,
and concluded that the impairment loss had reversed by an
aggregate of $885, net of exchange differences.
The reversal of the loss was recorded in the Consolidated
Statement of Comprehensive Income (Loss) for the quarter
and year ended December 31, 2010.
Quarters ended September 30

Higher shipments in the Masonry Products business
segment in 2010 resulted in an increase in revenues
which resulted in an improvement in operating results. The
variance in the provision for income taxes also contributed
to the increase in net income compared to the same period
in 2009.
Quarters ended June 30

The increase in revenues in the second quarter of 2010
compared to the same period in 2009 was primarily due to
much higher shipments in the Masonry Products business
segment corresponding to an increase in residential
construction activity in Canada.
The improvement in operating results was the result of
much higher sales, improved profit margins due to the
positive impact on unit manufacturing costs of higher
production volumes and the recording in 2009 of certain
unusual charges, including an unrealized loss on derivative
financial instruments, a loss on sale of a portion of the
promissory note receivable and a loss on sale of properties
held for sale.

OTHER
Information with respect to transactions with related
parties in 2011 is disclosed in Notes 7 and 15 to the Interim
Consolidated Financial Statements.
Information with respect to transactions with related parties
for the year ended December 31, 2010 is disclosed in Notes
10, 11 and 18 to Consolidated Financial Statements included
in the Company’s 2010 Annual Report.
The aggregate number of issued and outstanding Class A
Subordinate Voting shares and Class B Multiple Voting shares
6

as at March 31, 2011 is disclosed in Note 8 to the Interim
Consolidated Financial Statements. There have been no
changes to the issued and outstanding shares to the date of
the MD&A.
There have been no changes in the Company’s internal
control over financial reporting during the period ended March
31, 2011 that have materially affected, or are reasonably
likely to materially affect, the Company’s internal control over
financial reporting.
The Company’s Annual Report and Annual Information Form
for the year ended December 31, 2010 and the Management
Information Circular issued in connection with the Annual
General Meeting of Shareholders to be held on May 12, 2011
may be found on SEDAR at www.sedar.com.

SIGNIFICANT FINANCIAL EFFECTS
OF CONVERSION TO IFRS
The more significant financial effects on the Company’s
consolidated financial statements resulting from the
conversion to IFRS were as follows:
a) Property, plant and equipment

Upon transition to IFRS, the Company elected to use the fair
value as deemed cost election for properties and certain
production equipment utilized in its Canadian Masonry
Products and Landscape Products business segments. As
a result, the net carrying value of land and machinery and
equipment as at January 1, 2010 increased by $35,366
and $20,025, respectively. The aggregate increase, net of
related deferred income tax liabilities of $9,426, amounted
to $45,965 and was reflected as an adjustment to Retained
Earnings in the January 1, 2010 opening Consolidated
Balance Sheet.
The increase in the carrying value of machinery and
equipment resulted in an increase in depreciation expense
of approximately $519 for the interim period ended March
31, 2010 from the amount reported under previous GAAP.
See Note 4(v)f of the Interim Consolidated Financial
Statements.
b) Asset impairment

Under Impairment of Assets (“IAS 36”), asset impairments
are determined based on the assessment of the difference
between the carrying amount and recoverable amount of
the assets in a cash generating unit (CGU). The Company

has determined that the Brampton clay brick plant, the
Canadian concrete plants (Markham, Milton and Brampton),
the Farmersburg, Indiana clay brick plant and the Wixom,
Michigan concrete plant are the CGUs for purposes of the
asset impairment tests. The standard requires that an
impairment is determined based on the recoverable amount
of the CGU. The recoverable amount is the higher of the
amount determined under the “value in use” or “fair value
less costs to sell” basis. An impairment charge is recognized
when the carrying value of the CGU exceeds its recoverable
amount. Under IFRS, an impairment loss for a CGU can be
reversed if there has been a change in the estimates used
to determine the recoverable amount, however the reversal
of an impairment loss shall not exceed the carrying amount
that would have been determined, net of depreciation,
had no impairment loss been recognized for the CGU in
prior periods.
Under the previous GAAP methodology, which utilized
undiscounted future cash flows to determine the
recoverable amount, the asset impairment evaluations
completed as at January 1, 2010 and December 31, 2010
indicated that there was no impairment of any of its CGUs.
Under IFRS, discounted cash flows are utilized to determine
the recoverable amount. The Company completed its asset
impairment evaluations with respect to its Brampton clay
brick plant, the Canadian concrete plants (Markham, Milton
and Brampton) and the Wixom, Michigan concrete plant and
concluded that there was no impairment as at January 1,
2010 or at December 31, 2010.
The asset impairment evaluation as at January 1, 2010
with respect to the Farmersburg, Indiana clay brick plant
indicated an impairment and, accordingly, an impairment
loss of $10,571 was recognized in the opening January 1,
2010 balance sheet for property, plant and equipment. The
loss was recorded in retained earnings.
The decrease in the carrying value of property, plant and
equipment as at January 1, 2010 with respect to this
impairment loss resulted in a decrease in depreciation
expense of approximately $127 for the interim period ended
March 31, 2010.
As at December 31, 2010, the Company evaluated the
impairment loss recorded as at January 1, 2010 for
possible reversal, and concluded that the impairment

loss had reversed by an aggregate $885, net of exchange
differences. The impairment loss decreased due to an
improvement in the estimated future cash flows. The
reversal of the loss was recorded in the Consolidated
Statement of Comprehensive Income (Loss) in the fourth
quarter of 2010. See Note 4(v)g of the Interim Consolidated
Financial Statements.
c) Accounting for joint venture

The Company’s 50% joint venture interest in Universal was
accounted for under previous GAAP using the proportionate
consolidation method. The Company’s share of Universal’s
assets, liabilities, revenues, expenses and cash flows were
included in the consolidated financial statements on a
line-by-line basis. Upon conversion to IFRS, the Company
elected to account for this investment using the equity
method of accounting. Under this method, the Company’s
net investment in Universal is now reflected on one line in
the Consolidated Balance Sheet and its share of the equity
income or loss and related cash inflows and outflows are
reflected on one line in the Consolidated Statement of
Comprehensive Income (Loss) and Consolidated Statement
of Cash Flows, respectively.
Universal is a private company in Canada and is not
required to comply with IFRS. However, the accounting
policies of Universal have been reviewed and adjustments
have been made for reporting purposes, where necessary,
to ensure consistency with the policies adopted by the
Company. On January 1, 2010, an impairment assessment
of Universal’s property, plant and equipment was performed
in accordance with IAS 36, which resulted in an impairment
charge that increased the loss that is shared by the joint
venture partners under the equity method of accounting.
Accordingly, the Company recorded an increase in its share
of the loss in Universal of $3,119 on transition to IFRS. The
recoverability of Universal’s property, plant and equipment
was re-evaluated at December 31, 2010 in accordance with
IAS 36 which resulted in a partial reversal of the impairment
charge recorded as at January 1, 2010. This resulted in a
reduction in the Company’s share of the loss in Universal
for the fourth quarter and year ended December 31, 2010
of $1,880 compared to the previously reported share of
loss under previous GAAP. See Note 4(v)d of the Interim
Consolidated Financial Statements.
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d) Foreign currency translation

The Company has concluded that the functional currency
of its U.S. subsidiaries is the U.S. dollar. The Company now
translates all assets and liabilities included in the financial
statements of its U.S. subsidiaries into Canadian dollars at
current exchange rates in effect at the balance sheet date,
revenues and expenses are translated at average exchange
rates prevailing during the period and translation gains or
losses are reflected in other comprehensive income (loss).
Previously, non-monetary assets and liabilities were
translated at historical exchange rates in effect at the
dates of the transactions, revenues and expenses were
translated at average exchange rates prevailing during
the period and unrealized translation gains or losses were
recognized in the Consolidated Statement of Comprehensive
Income (Loss).
The financial impact of this change was a decrease in the
carrying value of current assets of approximately $263 at
January 1, 2010 and approximately $241 at December 31,
2010, a decrease in the carrying value of property, plant
equipment of approximately $1,954 at January 1, 2010
and approximately $4,708 at December 31, 2010. Other
comprehensive loss increased by $1,528 for the three
month period ended March 31, 2010. See Note 4(v)c of the
Interim Consolidated Financial Statements.
In addition, the Company has elected, in accordance with
the IFRS transitional provisions, to reset the cumulative
translation adjustment account, which includes gains and
losses arising from the translation of its U.S. subsidiaries
prior to January 1, 2010, to zero. Accordingly, Accumulated
other comprehensive loss and Retained earnings were each
reduced by $3,829 as at January 1, 2010. See Note 4(v)b of
the Interim Consolidated Financial Statements.

OUTLOOK
The Company’s Masonry Products and Landscape Products
business segments are cyclical. Demand for masonry products
fluctuates in accordance with the level of new residential
and commercial construction activity. Demand for landscape
products fluctuates in accordance with the level of industrial,
commercial and institutional construction activity and
consumer spending.
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Housing starts in the Company’s Canadian market were
lower in the first quarter of 2011 compared to the same period
in 2010. Current economic forecasts project that housing
starts in 2011 will be lower than 2010. Sales of masonry
products can be expected to be impacted accordingly.
However, the Company has undertaken a number of steps,
including the introduction of new products, targeted marketing
strategies and customer service initiatives to help mitigate the
potential decline.
In addition, the Company has now entered the concrete
block market in Ontario which can be expected to generate
increased sales as well as improve manufacturing efficiencies
through increased capacity utilization.
In the U.S. market, while economic conditions have begun to
show modest improvement, the overall economic environment
remains challenging and housing starts are forecasted to
increase only moderately over 2010.
Sales of landscape products are expected to increase in
2011 as a result of growth in sales of new products along with
new sales and marketing initiatives.
Certain statements contained herein constitute “forwardlooking statements”. Such forward-looking statements involve
known and unknown risks, uncertainties and other factors
including, but not limited to, those identified under “Risks and
Uncertainties” in the Company’s 2010 Annual Report, which
may cause actual results, performance or achievements of
the Company to be materially different from future results,
performance or achievements expressed or implied by such
forward-looking statements.
The Consolidated Financial Statements as at and for the
periods ended March 31, 2011 and March 31, 2010 have not
been reviewed by the Company’s auditors.
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Consolidated Balance Sheet
(unaudited)(in thousands of Canadian dollars)

March 31,
2011

Notes

December 31,(1)
2010

January 1,(1)
2010

Assets
Current Assets
Cash and cash equivalents
Trade and other receivables
Inventories
Income taxes recoverable
Promissory note receivable
Other assets
Non-current assets
Property, plant and equipment
Investment in Universal Resource Recovery Inc.

$

10

5, 6

Total assets

4,293
8,129
25,682
857
–
741

$

5,383
6,136
23,754
7
–
574

$

2,886
6,278
17,488
1,730
1,335
617

39,702

35,854

30,334

173,238
5,823

175,163
5,562

183,827
1,567

$

218,763

$

216,579

$

215,728

$

8,434
10,683
825
3,078
583
51
1,625

$

1,824
9,638
825
3,075
604
50
1,339

$

750
8,526
1,572
3,512
867
100
1,174

liabilities
Current liabilities
Bank operating advances
Trade payables
Income taxes payable
Current portion of long-term debt
Current portion of derivative financial instrument
Decommissioning provisions
Other liabilities
Non-current liabilities
Long-term debt
Derivative financial instrument
Decommissioning provisions
Deferred income tax liabilities

7
10
7
12

7
12
10

Total liabilities

25,279

17,355

16,501

37,153
639
944
15,203

37,271
828
942
15,121

30,971
917
905
15,181

$

79,218

$

71,517

$

64,475

$

33,689
1,715
(3,766)
107,795

$

33,689
1,658
(2,617)
112,220

$

33,689
1,488
–
114,630

Equity
Equity attributable to owners of the parent
Share capital
Contributed surplus
Accumulated other comprehensive loss
Retained earnings

8
9

139,433
Non-controlling interests

144,950

112

149,807

112

1,446

Total equity

$

139,545

$

145,062

$

151,253

Total liabilities and equity

$

218,763

$

216,579

$

215,728

The accompanying notes are an integral part of these consolidated financial statements.
(1) Refer to note 4 for effect of adoption of IFRS.
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Consolidated Statement of Comprehensive Income (Loss)
Three months ended March 31
(unaudited)(in thousands of Canadian dollars, except per share amounts)

Notes

Revenues

13

Cost of sales

5, 6

2011
$

10,616

2010 (1)
$

12,144

10,715

12,166

Selling expenses

2,001

1,753

General and administrative expenses

1,431

1,217

30

(76)

14,177

15,060

(3,561)

(2,916)

(919)

(824)

Other (income) expense

Operating loss
Finance (expense) income
Finance costs

7, 12

2

Finance income
Share of loss from investment in Universal Resource Recovery Inc.
Loss before income taxes

17

(917)

(807)

(714)

(600)

(5,192)

(4,323)

Recovery of (provision for) income taxes
Current

849

398

Deferred

(82)

140

767

538

10
Loss for the period

$

(4,425)

$

(3,785)

$

(4,425)

$

(3,800)

$

(4,425)

$

(3,785)

$

(1,149)

$

(1,528)

$

(5,574)

$

(5,313)

$

(5,574)

$

(5,328)

Net income (loss) attributable to:
Owners of the parent

–

Non-controlling interests
Loss for the period

15

Other comprehensive loss
Foreign currency translation
Total comprehensive loss for the period

Total comprehensive income (loss) attributable to:
Owners of the parent

–

Non-controlling interests
Total comprehensive loss for the period

15

$

(5,574)

$

(5,313)

Loss per Class A and Class B share
Basic

11

$

(0.40)

$

(0.35)

Diluted

11

$

(0.40)

$

(0.35)

The accompanying notes are an integral part of these consolidated financial statements.
(1) Refer to note 4 for effect of adoption of IFRS.
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Consolidated Statement of Changes in Equity
Attributable to owners of the parent

(unaudited)
(in thousands of Canadian dollars)

Share
Capital

Notes

Balance - January 1, 2011

$

33,689

Contributed
Surplus
$

1,658

Accumulated Other
Comprehensive Loss
$

(2,617)

Retained
Earnings

Total

$ 112,220

$ 144,950

Noncontrolling
interest
$

112

Total
Equity
$ 145,062

Loss for the period

–

–

–

(4,425)

(4,425)

–

(4,425)

 ther comprehensive loss
O
(net of taxes)

–

–

(1,149)

–

(1,149)

–

(1,149)

–

–

(1,149)

(4,425)

(5,574)

–

(5,574)

–

57

–

–

57

Comprehensive loss
for the period
Share-based compensation

9

–

57

Balance - March 31, 2011

$

33,689

$

1,715

$

(3,766)

$ 107,795

$ 139,433

$

112

$ 139,545

Balance - January 1, 2010(1)

$

33,689

$

1,488

$

–

$ 114,630

$ 149,807

$

1,446

$ 151,253

Loss for the period

–

–

–

(3,800)

(3,800)

15

(3,785)

 ther comprehensive loss
O
(net of taxes)

–

–

(1,528)

–

(1,528)

–

(1,528)

–

–

(1,528)

(3,800)

(5,328)

15

(5,313)

–

72

–

–

72

(1,528)

$ 110,830

$ 144,551

Comprehensive loss
for the period
Share-based compensation
Balance - March 31, 2010

9
$

33,689

$

1,560

$

The accompanying notes are an integral part of these consolidated financial statements.
(1) Refer to note 4 for effect of adoption of IFRS.
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$

–

72

1,461

$ 146,012

Consolidated Statement of Cash Flows
Three months ended March 31
(unaudited)(in thousands of dollars)

Notes

2011

2010 (1)

Cash provided by (used for)
Operating activities
Loss for the period
Items not affecting cash and cash equivalents
Depreciation
Deferred income taxes
Unrealized foreign currency exchange loss (gain)
Share of loss in investment in Universal Resource Recovery Inc.
Gain on derivative financial instruments
Net interest expense
Other

$
5, 6
10

Changes in non-cash items
Trade and other receivables
Inventories
Other assets
Trade payables
Income taxes payable (net)
Other liabilities
Payments for decommissioning of assets
Cash used for operating activities

(4,425)

$

(3,785)

1,717
82
31
714
(210)
1,129
57
(905)

2,744
(140)
(86)
600
(209)
1,032
70
226

(2,015)
(2,074)
(171)
1,299
(850)
286
(3,525)
–
(4,430)

(3,154)
(584)
(143)
116
(1,028)
200
(4,593)
(1)
(4,368)

(1,057)
(975)
(2,032)

(315)
(1,000)
(1,315)

6,610
–
(77)
(1,068)
(94)

4,770
7,505
(60)
(929)
(64)

Investing activities
Purchase of property, plant and equipment
Advances to Universal Resource Recovery Inc.
Cash used for investing activities
Financing activities
Increase in bank operating advances
Issuance of subordinated debentures
Repayment of long-term debt
Interest paid on term loans and bank operating advances
Payments on obligations under capital leases
Cash provided by financing activities
Foreign exchange on cash held in foreign currency
Increase (decrease) in cash and cash equivalents

11,222

1

(10)

(1,090)

Cash and cash equivalents at the beginning of the period
Cash and cash equivalents at the end of the period

5,371

5,529

5,383

2,886

$

4,293

$

8,415

$

–

$

654

Supplementary information
Income taxes paid
The accompanying notes are an integral part of these consolidated financial statements.
(1) Refer to note 4 for effect of adoption of IFRS.
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Notes to Condensed Interim Consolidated
Financial Statements
For the three months ended March 31, 2011 and 2010 (Unaudited – in thousands of Canadian dollars, unless otherwise stated)

1. General business description
Brampton Brick Limited and its subsidiaries, together referred to as the ( “Company”) primarily manufacture and sell masonry and landscape
products. The Company has clay brick manufacturing plants located in Brampton, Ontario and near Farmersburg, Indiana. Plants located in
Markham, Milton and Brampton, Ontario and in Wixom, Michigan manufacture concrete products. Brampton Brick Limited is incorporated and
domiciled in Canada. The address of its registered office is 225 Wanless Drive, Brampton, Ontario.
The Company’s Class A Subordinate Voting shares trade on the Toronto Stock Exchange under the ticker symbol “BBL.A”. The Company’s Class
B Multiple Voting shares do not trade on any public market.
These condensed interim consolidated financial statements were approved and authorized for issuance by the Board of Directors on May 9, 2011.

2.	Basis of preparation and adoption of IFRS
The Company prepares its financial statements in accordance with Canadian generally accepted accounting principles as set out in the
Handbook of the Canadian Institute of Chartered Accountants (“CICA Handbook”). In 2010 the CICA Handbook was revised to incorporate
International Financial Reporting Standards (“IFRS”) and requires publicly accountable enterprises to apply such standards effective for
years beginning on or after January 1, 2011. Accordingly, the Company has commenced reporting on this basis in these condensed interim
consolidated financial statements. In these condensed interim consolidated financial statements the term “Canadian GAAP” refers to
Canadian GAAP before the adoption of IFRS.
These condensed interim consolidated financial statements as at March 31, 2011 and for the three month periods ended March 31, 2011
and 2010 are unaudited and include all adjustments that management considers necessary for a fair presentation of the consolidated
balance sheet, consolidated statement of comprehensive income (loss), consolidated statement of changes in equity and consolidated
statement of cash flows.
Statement of compliance
These condensed interim consolidated financial statements have been prepared in accordance with IAS 34, Interim Financial Reporting and
in accordance with First-Time Adoption of International Financial Reporting Standards (“IFRS 1”), as issued by the International Accounting
Standards Board (“IASB”). These interim consolidated financial statements present the Company’s results and financial position in
accordance with IFRS. The date of transition to IFRS was January 1, 2010.
Subject to certain transition elections and policy changes disclosed in note 4, the Company has consistently applied the same accounting
policies in its opening IFRS balance sheet as at January 1, 2010 and throughout all periods presented, as if these policies had always
been in effect. Note 4 discloses the impact of the transition to IFRS on the Company’s reported consolidated balance sheet, consolidated
comprehensive income (loss) and consolidated cash flows, including the nature and effect of significant changes in accounting policies
from those used in the Company’s Canadian GAAP consolidated financial statements for the year ended December 31, 2010. Comparative
figures for 2010 in these financial statements have been restated to give effect to these changes.
The policies applied in these interim consolidated financial statements are based on IFRS issued and outstanding as of May 9, 2011,
the date the Board of Directors approved the statements. Any subsequent changes to IFRS that are given effect in the Company’s annual
consolidated financial statements for the year ended December 31, 2011 could result in restatement of these interim consolidated financial
statements, including the transition adjustments recognized on change-over to IFRS.
These interim consolidated financial statements do not include all the information and disclosures required in the annual financial
statements, and should be read in conjunction with the Company’s annual consolidated financial statements as at December 31, 2010.
However, certain information and disclosures which are considered material to the understanding of the transition from Canadian GAAP to
IFRS, including the opening consolidated balance sheet at the date of transition to IFRS, and reconciliations and descriptions of the effect
of the transition from Canadian GAAP to IFRS on equity and comprehensive income for the three months ended March 31, 2010 and for the
year ended December 31, 2010 are provided in note 4. Note 4(vi) discloses IFRS information for the year ended December 31, 2010 not
provided in the 2010 annual consolidated financial statements.

3. Summary of significant accounting policies, judgments and estimates
Significant accounting policies
The significant accounting policies described below have been applied consistently to all periods presented in these interim consolidated
financial statements and in preparing the opening IFRS balance sheet as at January 1, 2010 for the purposes of the transition to IFRS.
Basis of measurement
These interim consolidated financial statements have been prepared under the historical cost convention, except for derivative financial
instruments which are measured at fair value through profit or loss.
Basis of consolidation
Subsidiaries are all entities over which the Company has control. Subsidiaries are fully consolidated from the date on which control is
transferred to the Company. They are deconsolidated from the date that control ceases.
These interim consolidated financial statements include the accounts of Brampton Brick Limited and its operating subsidiaries, Brampton
Brick Inc., Oaks Concrete Products Inc., and 1813435 Ontario Limited (65% owned – formerly 1312082 Ontario Limited). All significant
intercompany transactions, balances and unrealized gains and losses from intercompany transactions are eliminated on consolidation.
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Business combinations
Acquisition of a business or entity by the Company is reported as a business combination, applying the acquisition method. Under this
method, assets, liabilities and contingent liabilities acquired are brought into the Company’s financial statements at the fair value as of the
acquisition date. Transaction costs are expensed as incurred. (See note 4(v)(a) for IFRS 1 transition election.)
Investment in joint venture
The Company’s interest in Universal Resource Recovery Inc., (“Universal”), a 50-50 joint venture of the Company, is accounted for using
the equity method of accounting. The Company adopted this policy on transition to IFRS, effective January 1, 2010. Prior to this date, the
Company’s interest in Universal was accounted for using the proportionate consolidation method. (See note 4(v)(d) for Canadian GAAP to
IFRS transition adjustments.)
Under the equity method of accounting, the consolidated balance sheet carrying amount of the investment in Universal is increased or
decreased to recognize the Company’s share of the profit or loss of Universal. The Company’s share of the profit or loss of Universal is
recognized in the consolidated statement of comprehensive income (loss). If the Company’s share of losses equals or exceeds its interest
in Universal, including unsecured advances, the Company would not recognize further losses, unless it had incurred obligations or made
payments on behalf of Universal. Dividends received from Universal reduce the carrying amount of the investment. Additional advances to
Universal increase the carrying amount of the investment. Adjustments are made to conform Universal’s accounting policies to those of the
Company for like transactions and events in similar circumstances.
The Company assesses at each reporting period whether there is objective evidence that its interest in Universal is impaired. If impaired,
the carrying value of the Company’s share of the underlying assets of Universal is written down to its estimated recoverable amount (being
the higher of fair value less costs to sell and value in use) and charged to the consolidated statement of comprehensive income (loss).
Reversals of impairments are permitted when events or circumstances warrant.
Non-controlling interests
Non-controlling interests represent outside parties’ equity interests in 1813435 Ontario Limited (65% owned – formerly 1312082 Ontario
Limited). The share of net assets of this subsidiary attributable to non-controlling interests is presented as a separate component of equity.
The share of net income and comprehensive income attributable to non-controlling interests is recognized directly in equity. Changes
in the Company’s ownership interest in subsidiaries that do not result in a loss of control are accounted for as equity transactions.
(See note 4(v)(h) for Canadian GAAP to IFRS disclosure changes.)
Foreign currency translation
(i) Functional and presentation currency
Items included in the financial statements of each consolidated entity of Brampton Brick Limited are measured using the currency
of the primary economic environment in which the entity operates (the “functional currency”). These interim consolidated financial
statements are presented in Canadian dollars, which is Brampton Brick Limited’s functional currency. The financial statements of
the Company’s U.S. subsidiaries, (Brampton Brick Inc. and Oaks Concrete Products Inc.) which have the U.S. dollar as the functional
currency are translated into Canadian dollars as follows: assets and liabilities – at the closing rate at the balance sheet statement
date, and income and expenses – at the average rate of the reporting period (as this is considered a reasonable approximation of
actual rates). All foreign currency differences are recognized in other comprehensive income (loss).
 hen the Company disposes of its entire interest in a foreign operation, or loses control, joint control, or significant influence over a
W
foreign operation, the foreign currency gains or losses accumulated in other comprehensive income related to the foreign operation
are recognized in profit or loss. If the Company disposes of part of an interest in a foreign operation which remains a subsidiary, a
proportionate amount of foreign currency gains or losses accumulated in other comprehensive income related to the subsidiary is
reallocated between controlling and non-controlling interests.
(ii) Transactions and balances
Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates of the
transactions. Foreign exchange gains and losses resulting from the settlement of foreign currency transactions and from the
translation at month-end exchange rates of monetary assets and liabilities denominated in currencies other than the Company’s
functional currency are recognized in the consolidated statement of comprehensive income (loss).
Cash and cash equivalents
Cash and cash equivalents are defined as cash and short-term deposits with original maturities of three months or less.
Financial instruments
Financial assets and liabilities are recognized when the Company becomes a party to the contractual provisions of the instrument. Financial
assets are derecognized when the rights to receive cash flows from the assets have expired or have been transferred and the Company has
transferred substantially all risks and rewards of ownership.
Financial assets and liabilities are offset and the net amount is reported in the balance sheet when there is a legally enforceable right to
offset the recognized amounts and there is an intention to settle on a net basis, or realize the asset and settle the liability simultaneously.
At initial recognition, the Company classifies its financial instruments in the following categories, depending on the purpose for which the
instruments were acquired:
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(i)	Financial assets and liabilities at fair value through profit or loss: A financial asset or liability is classified at fair value through
profit or loss if it is classified as held for trading or is designated as such upon initial recognition. Derivatives are also included in this
category unless they are designated as hedges. See note 12 for derivative financial instruments held by the Company and classified in
this category.
F inancial instruments in this category are recognized both initially and subsequently at fair value. Upon initial recognition attributable
transaction costs are recognized in the consolidated statement of comprehensive income (loss) as incurred. Gains and losses arising
from changes in fair value are presented in the consolidated statement of comprehensive income (loss) in the period in which they
arise. Financial assets and liabilities at fair value through profit or loss are classified as current except for the portion expected to be
realized or paid beyond twelve months of the balance sheet date, which is classified as non-current.
(ii)	Available-for-sale financial assets: Available-for-sale financial assets are non-derivative financial assets that are designated as
available-for-sale and that are not classified in any of the other categories. Available-for-sale financial assets are recognized initially
at fair value plus transaction costs and are subsequently carried at fair value. Gains or losses arising from changes in fair value
are recognized in other comprehensive income. Available-for-sale investments are classified as non-current, unless the investment
matures within twelve months, or management expects to dispose of them within twelve months.
(iii) L oans and receivables: Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. The Company’s loans and receivables are comprised of trade receivables and cash and cash equivalents
and are included in current assets due to their short term nature. Such assets are recognized initially at the amount expected to be
received, less, when material, a discount to reduce the loans and receivables to fair value. Subsequent to initial recognition loans and
receivables are measured at amortized cost using the effective interest method, less any impairment losses.
(iv) F inancial liabilities at amortized cost: Financial liabilities at amortized cost include trade payables, other liabilities, bank debt and
long-term debt. Trade payables are initially recognized at the amount required to be paid less, when material, a discount to reduce the
payables to fair value. Subsequently, trade payables are measured at amortized cost using the effective interest method. Bank debt
and long-term debt are recognized initially at fair value, net of any transaction costs incurred, and subsequently at amortized cost
using the effective interest method.
F inancial liabilities are classified as current liabilities if payment is due within twelve months. Otherwise, they are presented
as non-current liabilities.
(v)	Derivative financial instruments: The Company occasionally uses derivative financial instruments to manage interest rate risk
and foreign currency risk. Derivatives are initially recognized at fair value on the date a derivative contract is entered into and are
subsequently re-measured at their fair value. The method of recognizing the resulting gain or loss depends on whether the derivative
is designated as a hedging instrument, and if so, the nature of the item being hedged. If hedge accounting is used, the effectiveness
of the derivative in managing an identified risk is assessed on initial application and on an ongoing basis thereafter. Unrealized gains
and losses, net of related income taxes, on the derivative contracts, are recorded in other comprehensive income (loss). If a hedge
becomes ineffective, hedge accounting is discontinued and the derivative contracts are adjusted to fair value at each reporting date,
with changes in fair value recorded in the consolidated statement of comprehensive income (loss).
Trade receivables
Trade receivables are amounts due from customers for goods sold or services performed in the normal course of business, net of any
allowance for doubtful accounts and sales discounts.
Inventories
Inventories of manufactured items and work-in-process are recorded at the lower of cost, determined on an average production cost basis,
and net realizable value.
Raw materials and resale inventories are recorded at the lower of cost, determined on a first-in, first-out basis, and replacement cost for
raw materials and net realizable value for resale inventory.
Average production cost comprises raw materials, direct labour, other direct costs and related production overheads, based on normal
production capacity, including applicable depreciation on property, plant and equipment. Net realizable value is the estimated selling price
in the ordinary course of business, less the estimated cost of making the sale.
Property, plant and equipment
Property, plant and equipment are measured at cost less accumulated depreciation and accumulated impairment losses. Cost includes
expenditures that are directly attributable to the acquisition of the asset. Subsequent costs are included in the asset’s carrying amount or
recognized as a separate asset, as appropriate, only when it is probable that future economic benefits associated with the item will flow to
the Company and the cost can be measured reliably. The carrying amount of a replaced asset is derecognized when replaced. Repairs and
maintenance costs are charged to the consolidated statement of comprehensive income (loss) during the period in which they are incurred.
Depreciation
Asset classes are sub-divided into major components to recognize differences in the life spans of the components identified. When parts
of an item of property, plant and equipment have different useful lives, they are accounted for as separate items (major components) of
property, plant and equipment and each component is depreciated separately. Residual values, method of depreciation and useful lives of
assets are reviewed annually and adjusted if appropriate.
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Depreciation is provided on a straight-line basis at rates designed to write off the property, plant and equipment components over their
estimated useful lives, as follows:
Land improvements
Buildings
Machinery and equipment
Mobile equipment

5 to 10 years
10 to 40 years
3 to 40 years
4 to 10 years

Quarries are amortized on the unit of production method based on shale extraction and estimated remaining shale reserves.
Estimates of remaining useful lives in respect of certain items of plant and equipment were revised January 1, 2011. The change was
accounted for prospectively, see note 6.
Gains and losses on disposals of property, plant and equipment are determined by comparing the proceeds with the carrying amount of the
asset and are included as part of other gains and losses in the statement of comprehensive income (loss).
The Company elected to measure certain assets of property, plant and equipment at their fair value and use the fair value as deemed cost
election under the IFRS 1 transitional provisions as at January 1, 2010. (See note 4(v)(f) for IFRS 1 transitional election.)
Leases
Leases are classified as finance or operating depending upon the terms and conditions of the contracts. Leases that transfer substantially
all of the risks and rewards of ownership of the asset and to which the criteria as described under IAS 17, Leases, apply are classified as
finance leases and are accounted for as an acquisition of a non-current asset and an assumption of an obligation at the inception of the
lease, measured at the present value of minimum lease payments. Asset values recorded under finance leases are amortized on a
straight-line basis over the period of expected use. Obligations recorded under finance leases are reduced by lease payments net of
imputed interest.
Other leases are operating leases and are not recognized in the Company’s balance sheet and are expensed over the lease term on a
straight-line basis.
Impairment of non-financial assets
Property, plant and equipment are assessed at the end of each reporting period to determine whether there is indication that an asset may
be impaired. If any such indication exists, the recoverable amount of the asset is estimated in order to determine the extent, if any, of the
impairment loss. For the purpose of measuring recoverable amounts, assets are grouped at the lowest levels for which there are separately
identifiable cash flows (cash generating units or “CGU”s). The recoverable amount is the higher of an asset’s fair value less costs to sell
and value in use (being the present value of the expected future cash flows of the relevant asset or CGU). An impairment loss is recognized
for the amount by which the asset’s carrying amount exceeds its recoverable amount.
The Company evaluates impairment losses for potential reversals when events or circumstances warrant such consideration.
(See note 4(v)(g) Canadian GAAP to IFRS transitional adjustments.)
Trade payables
Trade payables are obligations to pay for goods or services that have been acquired in the normal course of business from suppliers. They
are classified as current liabilities if payment is due within one year or less. If not, they are presented as non-current liabilities.
Provisions
Provisions, where applicable, are recognized when the Company has a present legal or constructive obligation as a result of past events; it
is probable that an outflow of resources will be required to settle the obligation; and the amount has been reliably estimated.
Provisions are measured at management’s best estimate of the expenditure required to settle the obligation at the end of the reporting
period, and are discounted to present value where the effect is material.
Borrowing costs
Borrowing costs attributable to the acquisition, construction or production of qualifying assets are added to the cost of those assets, until
such time as the assets are substantially ready for their intended use. All other borrowing costs are recognized as interest expense in
the statement of comprehensive income (loss) in the period in which they are incurred. (See note 4(v)(e) for Canadian GAAP to IFRS
transitional election.)
Decommissioning provisions
The cost of the Company’s obligation to rehabilitate its shale quarries is estimated based on the present value of expected future
rehabilitation costs and is recognized in the period in which the obligation is incurred. The present value of these costs is added to the
cost of the associated asset and amortized over its useful life, while the corresponding liability will accrete to its future value over the
same period.
The present value of the rehabilitation liability is determined based on a pre-tax discount rate that takes into account the time value
of money and the risks specific to the liability. The liability is reviewed at each reporting date to determine if the discount rate is still
applicable and to determine if changes are required to the original estimate.
Changes to estimated future costs are recognized on the balance sheet by either increasing or decreasing the rehabilitation liability and
rehabilitation asset if the initial estimate was originally recognized as part of an asset measured in accordance with IAS 16, Property,
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Plant and Equipment. Any reduction in the rehabilitation liability and therefore any deduction from the rehabilitation asset may not exceed
the carrying amount of that asset. If it does, any excess over the carrying value is taken immediately to the consolidated statement of
comprehensive income (loss). (See note 4(v)(j) for Canadian GAAP to IFRS transition adjustments.)
Income taxes
Income tax expense comprises current and deferred tax. Current tax and deferred tax are recognized in profit or loss, except to the extent
that it relates to items recognized directly in other comprehensive income or directly in equity, in which case the tax is also recognized in
other comprehensive income or directly in equity.
Current tax expense is based on the results for the period as adjusted for items that are not taxable or not deductible. Current tax is
calculated using tax rates and laws that were enacted or substantively enacted at the end of the reporting period.
Deferred tax is recognized, using the liability method, in respect of temporary differences arising between the carrying amounts of assets
and liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred tax is calculated on a non-discounted
basis using tax rates and laws that have been enacted or substantially enacted at the end of the reporting period and are expected to be in
effect in the periods in which the deferred tax assets and liabilities are expected to be realized or settled.
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 income 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.
Current and deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets and liabilities
and when the deferred tax balances relate to the same taxation authority or either the same taxable group company; or different group
entities which intend either to settle current tax assets and liabilities on a net basis, or to realize the assets and settle the liabilities
simultaneously, in each future period in which significant amounts of deferred tax assets or liabilities are expected to be settled or
recovered.
Deferred income tax assets and liabilities are presented as non-current. (See note 4(v)(k) for Canadian GAAP to IFRS transition
adjustments.)
Tax on income in interim periods is accrued using the weighted average tax rate that would be applicable to the expected total annual
earnings of each entity within the consolidated group.
Share capital
Class A Subordinate Voting shares and Class B Multiple Voting shares are classified as equity. Incremental costs directly attributable to the
issuance of shares are recognized as a deduction from equity.
Dividends
Dividends on Class A Subordinate Voting shares and Class B Multiple Voting shares are recognized in the Company’s consolidated financial
statements in the period in which the dividends are approved by the Board of Directors of the Company.
Revenue recognition
For masonry and landscape product sales, revenue is recognized when the sales price is fixed or determinable and collectibility is
reasonably assured. These criteria are generally met at the time the product is shipped to the customer or picked up by the customer or
when contractual conditions are met in the case of the Dealer Stocking program, as described below.
Shipments arranged by the Company are sold F.O.B. job site. Customers therefore take ownership and assume the risk of loss upon delivery
and all products are invoiced on the same date as they are shipped. Cartage charges are invoiced at the time of shipment.
Pick ups arranged by the customer are sold F.O.B. plant. Customers take ownership and assume the risk of loss upon the shipment leaving
the Company’s yard.
The Company offers a Dealer Stocking Program to a limited number of customers. Under this program, these customers may purchase up
to a specific quantity of product that the Company will store on its site for a specified period of time. These transactions meet the criteria
outlined in the Appendix to IAS 18, Revenue, for “Bill and Hold” arrangements. In these instances, revenue is recognized at the time the
product is manufactured and placed into the designated area in the yard. If ultimate delivery is arranged by the Company, cartage is
charged and revenue for cartage is recognized at the time of delivery.
The Company does not record a provision for product returns or defective products at the time of sale, as the amounts are not significant.
Sales discounts, including volume rebates, sales incentives and prompt payment discounts, are classified in revenues. Volume rebates and
sales incentive credits are computed quarterly, on a customer by customer basis, and the provision is adjusted as required. Credit notes are
issued quarterly and processed against the applicable customer account. Prompt payment discounts are recorded at the time payment is
received. A general provision, based on historical payment patterns, is reviewed quarterly and adjusted as required.
Cost of sales
Cost of sales includes cost of finished goods sold and costs related to shipping and handling of product.
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Earnings per share
Basic earnings per share (“EPS”) is calculated by dividing the net income (loss) for the period attributable to equity owners of Brampton
Brick Limited by the weighted average number of Class A Subordinate Voting shares (“Class A shares”) and Class B Multiple Voting shares
(“Class B shares”) outstanding during the period.
Diluted earnings per share is calculated by adjusting the weighted average number of Class A and Class B shares outstanding to assume
conversion of all dilutive outstanding stock options. The number of shares outstanding is increased by the number of additional shares
that would be issued upon the exercise of “in-the-money” stock options, if dilutive, and is reduced by the number of shares that could be
repurchased, at the average market price, with the cash proceeds therefrom.
Share-based compensation
Stock options are accounted for under the fair value method. Each tranche in a grant is considered a separate grant with its own vesting
period and grant date fair value. Fair value of each tranche is measured at the date of grant using the Black-Scholes option pricing model.
Forfeitures are estimated for the purposes of determining the fair value of each tranche. Compensation expense is recognized over the
vesting period of each tranche based on the number of options expected to vest with a corresponding credit to contributed surplus. The
number of options expected to vest is reviewed at least annually, with any impact being recognized immediately. No compensation expense
is recognized for options that do not ultimately vest. For expired and cancelled options, compensation expense is not reversed and the
related credit remains in contributed surplus.
When options are exercised, the Company issues new Class A Subordinate Voting shares. The proceeds received are credited to share
capital, together with the related amounts previously added to contributed surplus.
Employee benefits – Defined contribution pension plans
The Company’s employee pension plans are defined contribution plans. The Company pays contributions into separate entities and does
not have any legal or constructive obligation to pay further amounts. The obligations are recognized as an employee benefit expense in the
consolidated statement of comprehensive income (loss) in the periods during which services are rendered by employees.
Accounting standards issued but not yet applied
International Financial Reporting Standard 9 , Financial Instruments (“IFRS 9”) IFRS 9 was issued by the IASB in November 2009 and
will replace IAS 39, Financial Instruments: Recognition and Measurement (“IAS 39”). IFRS 9 addresses classification and measurement
of financial assets and replaces the multiple category and measurement models in IAS 39 for debt instruments with a new mixed
measurement model having only two categories: amortized cost and fair value through profit or loss.
Requirements for financial liabilities were added in October 2010 and they largely carried forward existing requirements in IAS 39, except
that fair value changes due to credit risk for liabilities designated at fair value through profit and loss would generally be recorded in other
comprehensive income.
IFRS 9 is effective for annual periods beginning on or after January 1, 2013, with earlier adoption permitted. The Company has not yet
determined the impact of IFRS 9 on its financial statements.
Significant accounting judgments and estimates
The preparation of these interim consolidated financial statements in conformity with IFRS requires management to make judgments,
estimates and assumptions that affect the application of accounting policies and the reported amounts of assets, liabilities, income and
expenses. Actual results may differ from these estimates.
The following are the estimates and judgments applied by management that most significantly affect the Company’s consolidated financial
statements:
Impairment of assets
At each reporting date the Company assesses property, plant and equipment to determine whether there is any indication that an asset
may be impaired. The recoverable amount of the asset is estimated whenever such indicators exist in order to determine the extent, if
any, of the impairment loss. For the purposes of measuring the recoverable amount, assets are grouped at the lowest level for which there
are separately identifiable cash flows (cash generating units or “CGU”s). The recoverable amount is the higher of an asset’s fair value
less costs to sell and the value in use. Fair value less costs to sell is determined as the amount that would be obtained from the sale of
the asset in an arm’s length transaction between knowledgeable and willing parties. In the absence of an arms length transaction, fair
value for assets is generally determined as the present value of estimated future cash flows arising from the continued use of the asset,
which includes estimates such as the cost of future expansion plans and eventual disposal, using assumptions that an independent market
participant may take into account. Cash flows are discounted to their present value using a post-tax discount rate that reflects current
market assessments of the time value of money and the risks specific to the asset. Value in use is determined as the present value of
estimated future cash flows arising from continued use and eventual disposition of the asset, which excludes future capital expenditures
that would increase the service potential of the asset. 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 to the specific asset. Management makes judgments in
assessing the estimated future cash flows and discount rates used in the impairment models.
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Recovery of deferred tax assets
Judgment is required in determining whether deferred tax assets are recognized on the balance sheet. Deferred tax assets, including
those arising from unutilized tax losses, require management to assess the likelihood that the Company will generate taxable earnings
in future periods, in order to utilize recognized deferred tax assets. Estimates of future taxable income are based on forecast cash flows
from operations and the application of existing tax laws in each jurisdiction. To the extent that future cash flows and taxable income differ
significantly from estimates, the ability of the Company to realize the net deferred tax assets recorded at the reporting date could be
impacted.
The Company is subject to taxation in a number of jurisdictions. There are many transactions and calculations during the course of
business for which the ultimate tax determination requires judgment. Where the final outcome of these tax-related matters is different from
the amounts that were initially recorded, such differences will affect the tax provisions in the period in which such determination is made.
Decommissioning provisions
The Company is obligated to rehabilitate its quarry properties in Cheltenham, Ontario and Farmersburg, Indiana, as a condition of its
licenses to mine shale. The Company assesses its quarry rehabilitation provision annually. Significant estimates and assumptions are made
in determining the provision for quarry rehabilitation as there are numerous factors that will affect the ultimate amount payable. These
factors include estimates of the extent and costs of rehabilitation activities, technological changes, regulatory changes, cost increases as
compared to the inflation rates, and changes in the discount rate. These uncertainties may result in future actual expenditures differing
from the amounts currently provided. The provision at the reporting date represents the Company’s best estimate of the present value of
the future rehabilitation costs required.
Derivative financial instruments
Management estimates the fair value of its interest rate swap agreement as the present value of expected future cash flows to be received
or paid based on available market data which includes market yields and counterparty credit spreads. This interest rate swap agreement
is used to reduce interest rate risk arising from fluctuations in interest rates and to manage the fixed and floating interest rate mix of the
Company’s total debt portfolio and the related overall cost of borrowing. Management makes judgments in assessing the fair value of its
interest rate swap agreement.

4. Transition to IFRS
The date of transition to IFRS for the Company was January 1, 2010. IFRS 1 sets forth guidance for the initial adoption of IFRS. IFRS 1
requires first-time adopters to retrospectively apply all effective IFRS standards as of the transition date, except that IFRS 1 also provides
for certain optional exemptions and certain mandatory exceptions to the general requirements of retrospective application.
The effect of the Company’s transition to IFRS, described in note 2, is summarized in this note as follows:
(i)

Transition elections;

(ii)

Reconciliation of equity as previously reported under Canadian GAAP to IFRS;

(iii) Reconciliation of comprehensive income as previously reported under Canadian GAAP to IFRS;
		A) For the year ended December 31, 2010
B) For the three months ended March 31, 2010
(iv) Adjustments to the statement of cash flows;
(v)

Explanatory notes; and

(vi) Additional IFRS information for year ended December 31, 2010.
(i)

Transition elections
The Company has applied the following optional transition exemptions from full retrospective application of IFRS:
Business combinations
Cumulative translation adjustment
Borrowing costs
Fair value as deemed cost of property, plant and equipment

As described in Note 4(v)
a
b
e
f

IFRS 1 provides for a number of mandatory exceptions from full retrospective application of IFRS, with estimates being the only
mandatory exception applicable to the Company. Estimates previously made by the Company under Canadian GAAP are consistent
with their application under IFRS.

20

(ii) Reconciliation of equity as previously reported under Canadian GAAP to IFRS
(unaudited)(in thousands of Canadian dollars)

Equity as reported under Canadian GAAP
IFRS adjustments increase (decrease)
Exchange on translation of U.S. subsidiaries
Decommissioning provisions (net of tax)
Property, plant and equipment:
		 Impairment
			Depreciation relating to impairment
		 Revaluation (net of tax of $9,426)

Notes
4(v)

December 31,
2010
$

Equity as reported under IFRS

$

116,249

January 1,
2010
$

119,799

b, c
j

(4,440)
(46)

(3,705)
(56)

(2,208)
(59)

g
g
f

(9,686)
504
45,965

(10,571)
127
45,965

(10,571)
–
45,965

(1,559)

(390)

–

94
(1,035)
112

–
(3,068)
1,461

–
(3,119)
1,446

			Depreciation on revaluation (net of taxes of $519 –
December 31, 2010 and $129 – March 31, 2010)
Deferred tax impact on intercompany profits in inventory
Investment in Universal Resource Recovery Inc.
Non-controlling interests

115,153

March 31,
2010

d
h
$

145,062

$

146,012

$

151,253
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(iii) (A) Reconciliation of comprehensive income as previously reported under Canadian GAAP to IFRS
Year ended December 31
(unaudited)(in thousands of Canadian dollars)

Revenues
Cost of sales
Selling expenses
General and administrative expenses
Gain on sale of property, plant and equipment
Other income
Asset impairment reversal

Notes

2010

2010

2010

4(v)

CGAAP

Total
Adjustments

IFRS

d

$

d, f, g, j,
d
d, i
d
g

Operating income (loss)
Finance (expense) income
Finance costs
Finance income
Share of loss from investment in
Universal Resource Recovery Inc.

d, j
d
d

Loss before income taxes
Recovery of (provision for) income taxes
Current
Deferred
k
Loss for the period

74,001

$

(1,378)

$

72,623

61,941

(2,662)

59,279

7,022
5,544
(3)
(481)
–

(22)
(219)
–
76
(885)

7,000
5,325
(3)
(405)
(885)

74,023

(3,712)

70,311

(22)

2,334

2,312

(4,478)
53

287
(1)

(4,191)
52

(4,425)

286

(4,139)

–

(805)

(805)

(4,447)

1,815

(2,632)

200
(559)

–
615

200
56

(359)

615

256

$

(4,806)

$

2,430

$

(2,376)

$

$
$

2,430
–
2,430

$

$

(4,840)
34
(4,806)

$

(2,410)
34
(2,376)

$

–

$

(2,617)

$

(2,617)

$

(4,806)

$

(187)

$

(4,993)

$

$
$

(187)
–
(187)

$

$

(4,840)
34
(4,806)

$

(5,027)
34
(4,993)

$
$

(0.44)
(0.44)

$
$

0.22
0.22

$
$

(0.22)
(0.22)

Net income (loss) attributable to:
Owners of the parent
Non-controlling interests
Loss for the period
Other comprehensive loss
Foreign currency translation
Total comprehensive loss for the period

c

Total comprehensive income (loss) attributable to:
Owners of the parent
Non-controlling interests
Total comprehensive loss for the period
Loss per Class A and Class B share
Basic
Diluted
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(iii) (B) Reconciliation of comprehensive income as previously reported under Canadian GAAP to IFRS
Three months ended March 31
(unaudited)(in thousands of Canadian dollars)

Revenues
Cost of sales
Selling expenses
General and administrative expenses
Other income

Notes

2010

2010

2010

4(v)

CGAAP

Total
Adjustments

IFRS

d

$

d ,f, g, j,
d
d, i
d

Operating loss
Finance (expense) income
Finance costs
Finance income
Share of loss from investment in
Universal Resource Recovery Inc.

d, j

d

Loss before income taxes
Recovery of (provision for) income taxes
Current
Deferred
k
Loss for the period

12,825

$

(681)

$

12,144

13,064

(898)

12,166

1,761
1,273
(127)

(8)
(56)
51

1,753
1,217
(76)

15,971

(911)

15,060

(3,146)

230

(2,916)

(890)
17

66
–

(824)
17

(873)

66

(807)

–

(600)

(600)

(4,019)

(304)

(4,323)

398
10

–
130

398
140

408

130

538

$

(3,611)

$

(174)

$

(3,785)

$

$
$

(174)
–
(174)

$

$

(3,626)
15
(3,611)

$

(3,800)
15
(3,785)

$

–

$

(1,528)

$

(1,528)

$

(3,611)

$

(1,702)

$

(5,313)

$

$
$

(1,702)
–
(1,702)

$

$

(3,626)
15
(3,611)

$

(5,328)
15
(5,313)

$
$

(0.33)
(0.33)

$
$

(0.02)
(0.02)

$
$

(0.35)
(0.35)

Net income (loss) attributable to:
Owners of the parent
Non-controlling interests
Loss for the period
Other comprehensive loss
Foreign currency translation
Total comprehensive loss for the period

c

Total comprehensive income (loss) attributable to:
Owners of the parent
Non-controlling interests
Total comprehensive loss for the period
Loss per Class A and Class B share
Basic
Diluted
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(iv) R
 econciliation of Consolidated Statement of Cash Flows as previously recorded under Canadian
GAAP to IFRS
Three months ended March 31
(unaudited)(in thousands of Canadian dollars)

Cash provided by (used for)
Operating activities
Loss for the period
Items not affecting cash and cash equivalents
		
Depreciation
		
Deferred income taxes
		
Unrealized foreign currency exchange gain
		Share of loss in investment in
Universal Resource Recovery Inc.
		
		
		

Gain on derivative financial instruments
Net interest expense
Other

Changes in non-cash items
		
Trade and other receivables
		
Inventories
		
Other assets
		
Trade payables
		
Income taxes payable (net)
		
Other liabilities

Notes

2010

2010

2010

4(v)

CGAAP

Total
Adjustments

IFRS

$
d, f, g
k
c

(3,611)

$

(174)

$

(3,785)

2,565
(10)
(57)

179
(130)
(29)

d

–

600

600

n
d

(209)
–
108

–
1,032
(38)

(209)
1,032
70

(1,214)

1,440

226

(3,089)
(642)
(152)
578
(1,028)
–

(65)
58
9
(462)
–
200

(3,154)
(584)
(143)
116
(1,028)
200

(4,333)
(1)
(5,548)

(260)
–
1,180

(4,593)
(1)
(4,368)

(640)
–

325
(1,000)

(315)
(1,000)

(640)

(675)

(1,315)

4,770
7,505
(325)
–
(80)

–
–
265
(929)
16

4,770
7,505
(60)
(929)
(64)

11,870

(648)

11,222

(10)

–

(10)

5,672
2,868

(143)
18

5,529
2,886

d
d
n
d
d

Payments for decommissioning of assets
Cash used for operating activities

2,744
(140)
(86)

Investing activities
Purchase of property, plant and equipment
Advances to Universal Resource Recovery Inc.

d
d

Cash used for investing activities
Financing activities
Increase in bank operating advances
Issuance of subordinated debentures
Repayment of long-term debt
Interest paid on term loans and bank operating advances
Payments on obligations under capital leases

d
n
d

Cash provided by financing activities
Foreign exchange on cash held in foreign currency
Increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the period
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Cash and cash equivalents at the end of the period

$

8,540

$

(125)

$

8,415

Supplementary information
Income taxes paid
Interest paid

$
$

654
1,001

$
$

–
–

$
$

654
–

(v) Explanatory Notes
(a) Business combinations
In accordance with the IFRS transitional provisions, the Company elected not to apply IFRS 3, Business Combinations retrospectively
to business combinations that occurred before the date of transition to IFRS. As such, Canadian GAAP balances relating to business
combinations entered into before the date of transition have been carried forward without adjustment.
(b) Cumulative translation adjustment
In accordance with the IFRS transitional provisions, the Company has elected to reset the cumulative translation adjustment account,
which includes gains and losses arising from the translation of the Company’s U.S. subsidiaries, to zero at the date of transition to
IFRS. Accumulated other comprehensive loss and retained earnings have been reduced by $3,829.
(c) Foreign currency translation
The financial statements of the Company’s U.S. subsidiaries, which have the U.S. dollar as their functional currency, are translated
into Canadian dollars as follows: assets and liabilities – at the closing rate on the balance sheet date and income and expenses
– at the average rates prevailing during the period (as this is considered a reasonable approximation of actual rates). Foreign
currency differences are recognized in other comprehensive income (loss). Under Canadian GAAP, the Company’s U.S. subsidiaries
were classified as integrated and accounted for under the temporal method. Under this method, monetary assets and liabilities of
subsidiaries were translated into Canadian dollars at the exchange rate in effect at the balance sheet dates. Non-monetary assets
and liabilities were translated at the exchange rate in effect at the date of the transaction. Revenues and expenses were translated at
average exchange rates prevailing during the period. Resulting unrealized gains or losses were recognized in the income statement.
As a result of the transition from Canadian GAAP to IFRS, translation of the financial statements of the Company’s U.S. subsidiaries
as at January 1, 2010 gave rise to a foreign exchange loss totaling $2,208, which was recognized in other comprehensive income
(loss). In accordance with the IFRS transitional provisions, this account was set to zero and retained earnings was reduced by the
same amount. In addition, other comprehensive loss increased by $1,528 for the three months ended March 31, 2010 and increased
by $2,617 for the year ended December 31, 2010. (See note 4(v)(l) for summary of transition adjustments to accumulated other
comprehensive loss.)
(d) Investment accounted for using the equity method
The Company has a 50% interest in Universal. This investment was accounted for under Canadian GAAP using the proportionate
consolidation method. Under this method of accounting, the Company’s consolidated financial statements included its 50% share of
Universal’s assets, liabilities, revenues, expenses and cash flows. On transition to IFRS, the Company changed the accounting policy
for this investment to the equity method. As a result, the Company’s share of Universal’s assets and liabilities were removed from the
Company’s consolidated balance sheet and the aggregate amount was netted against the Company’s investment in Universal Resource
Recovery Inc.
Furthermore, Universal is a private company in Canada and is not required to comply with IFRS. However, the accounting policies of
Universal have been reviewed and adjustments have been made for reporting purposes, where necessary, to ensure consistency with
the policies adopted by the Company. On January 1, 2010, an impairment assessment of Universal’s property, plant and equipment
was performed in accordance with IAS 36, Impairment of Assets (“IAS 36”) which resulted in an impairment charge that increased
the loss that is shared by the joint venture partners under the equity method of accounting. Accordingly, the Company recorded an
increase in its share of the loss in Universal of $3,119 on transition to IFRS. The recoverability of Universal’s property, plant and
equipment was re-evaluated at December 31, 2010 in accordance with IAS 36 which resulted in a partial reversal of the impairment
charge recorded as at January 1, 2010. This resulted in a reduction in the Company’s share of the loss in Universal for the fourth
quarter and year ended December 31, 2010 of $1,880 compared to the previously reported share of loss under Canadian GAAP.
The Company’s share of loss in Universal measured under IFRS was $805 for the year ended December 31, 2010. The following
summarizes the Canadian GAAP to IFRS transitional adjustments with respect to this policy change on the Company’s January 1, 2010
balance sheet.

Current assets - decrease
Long-term assets - decrease
Current liabilities - decrease
Long-term liabilities - decrease
Share of loss from Universal on transition - increase
Investment in Universal Resource Recovery - increase

January 1, 2010
$
578
13,019
2,299
6,612
(3,119)
1,567

(e) Borrowing costs
In accordance with the IFRS transitional provisions, the Company elected not to capitalize certain borrowing costs pertaining to the
construction of its Indiana clay brick manufacturing facility which were incurred prior to January 1, 2010 and which had previously
been expensed under Canadian GAAP.
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(f)

Fair value as deemed cost for property, plant and equipment
In accordance with the transitional provisions, the Company applied the fair value as deemed cost election as at January 1, 2010 to
certain parcels of land and to certain production equipment located at its Canadian production facilities.
An independent appraisal report for land prepared as at January 1, 2010 estimated the fair value of the Company’s land located in
Brampton, Markham and Milton to be $61,610 using the direct comparison approach as permitted under IFRS. This represents an
aggregate increase of $35,366 compared to the carrying amount of $26,244 under Canadian GAAP.
Certain production equipment located at the Company’s four Canadian manufacturing plants (in Brampton, Markham and Milton) was
revalued to $57,760, representing an aggregate increase of $20,025 compared to the carrying amount of $37,735 under Canadian
GAAP. The production equipment was appraised by management personnel using the depreciated replacement cost approach and was
subsequently supported by independent appraisal reports. The aggregate increase to retained earnings on transition, net of tax impact
of $9,426 (note 4(v)(k)), is $45,965. As a result of the increase in the IFRS carrying amount of these assets, the amount of depreciation
recorded related to such assets will be greater than the amount that was charged to income under Canadian GAAP. Depreciation
expense for the three months ended March 31, 2010 and for the year ended December 31, 2010 is greater under IFRS than Canadian
GAAP by $519 and $2,077 respectively. The resulting increase in depreciation was included in cost of sales.

(g) Asset impairment
Under Canadian GAAP, an impairment was recognized if an asset’s carrying value exceeded the sum of the asset’s undiscounted future
cash flows. Impairments recognized under Canadian GAAP were not reversed.
The Company determined that the Brampton clay brick plant, the Canadian concrete plants (in Brampton, Markham and Milton), the
Wixom, Michigan concrete plant and the Farmersburg, Indiana clay brick plant were the CGUs for the purposes of asset impairment
testing under IFRS.
As a result of ongoing economic pressures impacting the construction industry, the Company completed IFRS asset impairment
evaluations with respect to its Brampton clay brick plant, Canadian concrete plants and the Wixom, Michigan concrete plant and
concluded that there was no impairment using the value in use methodology as at January 1, 2010.
On the transition date, the asset impairment evaluation with respect to the Farmersburg, Indiana clay brick plant was also initially
performed using the value in use methodology which indicated a potential impairment. As a result, the Company performed an
impairment analysis utilizing the fair value less costs to sell methodology. As the recoverable amount determined under the fair value
less costs to sell methodology was higher than the amount determined using the value in use methodology, in accordance with IAS
36 – Impairment of Assets, the fair value less costs to sell methodology was used to record an impairment charge of $10,571 in
the opening IFRS balance sheet relating to the Company’s Farmersburg, Indiana clay brick plant. The effect of the impairment was
a decrease in property, plant and equipment of $10,571 from a carrying value of $55,986 in accordance with Canadian GAAP, to
$45,415 in accordance with IFRS. The impairment loss was recorded on a pro-rata basis to the individual assets of the CGU, with a
corresponding charge to retained earnings. The recoverable amount was estimated using the approved business plan for a period
of five years. Cash flows beyond five years were extrapolated using an estimated terminal growth rate of 2%. The cash flows were
discounted using a post-tax discount rate of 10.15%.
The Company revisited the impairment indicators at December 31, 2010 and performed impairment tests for all CGUs on this date
using the value in use methodology. Consistent with the opening balance sheet, there was no impairment identified for the Brampton
clay brick plant, Canadian concrete plants and the Wixom, Michigan concrete plant at this date. The assessment for the Farmersburg,
Indiana clay brick plant under the value in use methodology continued to indicate impairment. Under the fair value less costs to sell
methodology, the CGU for the Indiana clay brick plant indicated that the recoverable amount exceeded the carrying amount by $885,
net of exchange differences, as at December 31, 2010.
Under IFRS an impairment loss for a CGU can be reversed if there has been a change in the estimates used to determine the
recoverable amount. The reversal of an impairment loss shall not exceed the carrying amount that would have been determined, net
of depreciation, had no impairment loss been recognized for the CGU in prior periods. Accordingly, a partial reversal of the impairment
loss in the amount of $885 was allocated to the carrying value of the Farmersburg, Indiana assets recorded on a pro rata basis,
with a corresponding amount reflected in the statement of comprehensive income (loss) in the fourth quarter and year ended
December 31, 2010.
The reversal of the impairment is primarily due to an improvement in the 5 year estimated future cash flows for this CGU as a result
of forecasted improvements in the economic environment for the construction industry. Cash flows beyond 5 years were extrapolated
using an estimated terminal growth rate of 2%. The cash flows were discounted using a post tax discount rate of 11.96% as at
December 31, 2010.
(h) Non-controlling interests
Under IFRS, the non-controlling interests’ share of the net assets of the Company’s subsidiary, 1813435 Ontario Limited, (65% owned
– formerly 1312082 Ontario Limited), is included in equity and the non-controlling interests’ share of its comprehensive income is
allocated directly to equity. Under Canadian GAAP, non-controlling interests’ share of income and other comprehensive income were
deducted in calculating net income and comprehensive income of the entity. Non-controlling interest of $1,446 at January 1, 2010
($1,461 at March 31, 2010 and $112 at December 31, 2010) as determined under Canadian GAAP has been reclassified to equity.
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(i)

Share-based compensation
Under IFRS, each tranche of employee stock options granted with different vesting dates is considered a separate grant for the
calculation of fair value and the resulting fair value is amortized over the vesting period of the respective tranches. Under Canadian
GAAP the fair value of stock options granted with graded vesting was considered one grant and the resulting fair value was recognized
on a straight-line basis over the vesting period. This increased contributed surplus and reduced retained earnings at the date of
transition by $129 and decreased general and administrative expenses by $4 for the three months ended March 31, 2010 and $24 for
the year ended December 31, 2010.

(j)

Decommissioning costs
The cost of the Company’s obligation to rehabilitate its shale quarries is estimated based on the present value of expected future
rehabilitation costs and is recognized in the period in which the obligation is incurred. The present value of these costs is added to
the cost of the associated asset and amortized over its useful life, while the corresponding liability will accrete to its future value
over the same period. Under Canadian GAAP the obligation to rehabilitate the Company’s shale quarries was not adjusted for changes
in the discount rate. Under IFRS the provision for the rehabilitation of the Company’s shale quarries must be adjusted annually for
any changes in the discount rate. The unwinding of the discount rate is recognized as a finance cost under IFRS and was recognized
in cost of sales under Canadian GAAP. The financial statement impact on the opening January 1, 2010 balance sheet is a decrease
of $59 to retained earnings net of taxes, and a corresponding increase to long-term decommissioning costs to reflect changes
in the discount rate. For the three months ended March 31, 2010 and the year ended December 31, 2010 the unwinding of the
discount expense, reclassified from cost of sales to finance expense, was $6 and $23 respectively. As at December 31, 2010 the
decommissioning liability increased by $19 due to the change in the discount rate from 3.08% to 2.45%.

(k) Deferred income tax assets and liabilities
The following summarizes Canadian GAAP to IFRS adjustments to deferred income tax liabilities, increase (decrease):
Ref.
Property, plant and equipment:
- Revaluation net of depreciation
Tax impact on intercompany profits in inventory
Decommissioning provision
Foreign exchange translation
Total

f
j
c

December 31,
2010

March 31,
2010

January 1,
2010

$

$

$

8,908
(94)
(22)
(10)
8,782

9,298
–
(20)
(11)
9,267

9,426
–
(19)
(10)
9,397

The above adjustments increased deferred income tax recovery recognized in the statement of comprehensive income by $130 for the
three months ended March 31, 2010 and by $615 for the year ended December 31, 2010.
No deferred tax asset was recognized against the deferred tax benefit that would otherwise have been recorded with respect to the
impairment of property, plant and equipment pertaining to the company’s Farmersburg, Indiana plant.
Under IFRS, all deferred tax assets and liabilities must be classified as non-current. Under Canadian GAAP, the future income tax
asset totaling $917 (January 1, 2010), $892 (March 31, 2010) and Nil (December 31, 2010) were netted against deferred income tax
liabilities.
(l)

Accumulated other comprehensive loss
The following is a summary of transition adjustments to accumulated other comprehensive loss from Canadian GAAP to IFRS:
December 31,
2010

March 31,
2010

January 1,
2010

$

$

$

(3,829)

(3,829)

(3,829)

b
c

3,829
(2,617)

3,829
(1,528)

3,829
–

c

(2,208)

(2,208)

(2,208)

c

2,208

2,208

2,208

(2,617)

(1,528)

Ref. 4(v)
A ccumulated other comprehensive loss as reported under
Canadian GAAP
IFRS adjustments increases (decreases):
- Cumulative translation adjustment
- Foreign exchange translation on financial statements
- Cumulative translation adjustment on translation of
opening balance sheet as at January 1, 2010
- Reclassified to Retained Earnings
A ccumulated other comprehensive loss as reported under
IFRS

–
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(m) Retained earnings
The following is a summary of transition adjustments to retained earnings from Canadian GAAP to IFRS:
Ref. 4(v)

December 31,
2010

March 31,
2010

January 1,
2010

$

$

$

83,740

84,954

88,580

45,965

45,965

45,965

Retained earnings as reported under Canadian GAAP
IFRS adjustments increases (decreases)
Property, plant and equipment
- Revaluation (net of tax of $9,426)
		Depreciation on revaluation (net of taxes of $519 –
December 31, 2010 and $129 – March 31, 2010)

f, k

- Impairment
		 Depreciation on impairment
Cumulative translation adjustment
Foreign exchange translation
Investment in Universal Resource Recovery Inc.
Decommissioning costs (net of tax)
Tax impact on intercompany profit in inventory
Share-based compensation
Retained earnings as reported under IFRS

g
b
c
d
j
i

(1,559)

(390)

–

(9,686)
504
(3,829)
(1,823)
(1,035)
(46)
94
(105)
112,220

(10,571)
127
(3,829)
(2,177)
(3,068)
(56)
–
(125)
110,830

(10,571)
–
(3,829)
(2,208)
(3,119)
(59)
–
(129)
114,630

(n) Adjustments to the statement of cash flows
The transition from Canadian GAAP to IFRS had no significant impact on cash flows generated by the Company except that, under
IFRS, cash flows relating to interest are classified as financing activities, and cash flows relating to the Company’s equity investment
in Universal were excluded from operating, investing and financing activities. Under Canadian GAAP, cash flows relating to interest
payments were classified as operating.
(vi) Additional Disclosures Pertaining to year ended December 31, 2010
(a) Compensation of key management personnel
Key management compensation, including directors, is as follows:
Year ended
December 31,
2010
$
2,386
170
$
2,556

Salaries, incentives and short-term benefits
Share-based payments
Total

Key management personnel is comprised of the Company’s directors and executive officers.
(b) Expenses by nature, selected items:
Year ended December 31, 2010
Personnel
expenses

Cost of sales
Selling expenses
General and
administrative
expenses

$

$

3,144

18,626
119

Cost of
energy

$

249

7,751
–

Depreciation

$

–

10,683
–

Other
expense

Freight

$

239

4,980
28

$

47

2,943
3,016

Asset
Impairment

$

1,646

–
–

Total

$

–

59,279
7,000
5,325

 ain on sale of
G
property, plant and
equipment

–

–

–

–

–

(3)

–

(3)

Other income

–

–

–

–

–

(405)

–

(405)

A sset impairment
reversal

–
$

28

14,296
3,837

Cost of
materials

21,277

–
$

18,994

–
$

7,751

–
$

10,922

–
$

5,055

–
$

7,197

(885)
$

(885) $

(885)
70,311

(c) Investment in Universal Resource Recovery Inc.
The Company’s share of the assets, liabilities, revenues and loss for its 50% joint venture investment in Universal for the year ended
December 31, 2010 is summarized as follows:

Current assets
Long-term assets
Current liabilities
Long-term liabilities

Year ended
December 31,
2010
$
515
13,051
2,152
5,852

Revenues
Loss

1,378
(805)

The Company’s share of letters of credit issued by Universal’s banker with respect to its operations was $562 at March 31, 2011
(December 31, 2010 – $562). The Company and the joint venture partner have each provided a guarantee in the amount of $6,500 to
Universal’s banker as additional security for Universal’s credit facilities.
There are no other known contingencies and commitments of the joint venture and the Company is not responsible for any
contingencies or commitments pertaining to the other venturer.
(d) Earnings per share
i) Basic
Basic earnings per share is calculated by dividing the net income(loss) attributable to owners of the parent by the weighted average
number of Class A and Class B shares outstanding as at December 31, 2010.

Loss attributable to owners of parent
Weighted average number of Class A and Class B shares (in thousands)
Basic loss per share

Year ended
December 31,
2010
$
2,410
10,937
$
0.22

ii) Diluted
Diluted earnings per share is calculated by adjusting the weighted average number of Class A and Class B shares outstanding
to assume conversion of all dilutive outstanding stock options. The number of shares outstanding is increased by the number of
additional shares that would be issued upon the exercise of “in-the-money” stock options, if dilutive, and is reduced by the number of
shares that could be repurchased, at the average market price, with the cash proceeds therefrom.

Loss attributable to owners of parent
Weighted average number of Class A and Class B shares (in thousands)
Diluted loss per share

Year ended
December 31,
2010
$
2,410
10,937
$
0.22
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5. Property, plant and equipment
Land and Land
Improvements
As at January 1, 2010
Cost
Accumulated depreciation and
impairment loss
Net book value

$

F or the period ended December 31, 2010
Additions
Disposals
Depreciation for the year
Exchange differences
Impairment reversal

As at December 31, 2010
Cost
Accumulated depreciation and
impairment loss
Net book value

$

$

Mobile
Equipment

127,589

$

Total

4,543

$

239,594

(9,328)

(31,165)

(3,665)

(55,767)

63,956

22,569

96,424

878

183,827

75
–
(901)
(423)
143
(1,106)

1,796
–
(8,906)
(1,607)
612
(8,105)

842
(9)
(393)
(17)
8
431

3,755
(9)
(10,922)
(2,373)
885
(8,664)

1,042
–
(722)
(326)
122
116

31,412

126,947

5,300

(12,113)

(9,949)

(38,628)

(3,991)

(64,681)

64,072

21,463

88,319

1,309

175,163

147
–
(123)
(143)
–
(119)

$

31,897

Machinery &
Equipment

(11,609)

76,185

For the period ended March 31, 2011
Additions
Disposals
Depreciation for the period
Exchange differences
Impairment

As at March 31, 2011
Cost
Accumulated depreciation and
impairment loss
Net book value

75,565

Buildings

–
–
(224)
(186)
–
(410)

683
–
(1,266)
(701)
–
(1,284)

239,844

–
–
(104)
(8)
–
(112)

830
–
(1,717)
(1,038)
–
(1,925)

76,148

31,169

126,586

5,279

239,182

(12,195)

(10,116)

(39,551)

(4,082)

(65,944)

63,953

$

21,053

$

87,035

$

1,197

$

173,238

Depreciation expense of $1,665 for the interim period ended March 31, 2011 (March 31, 2010 – $2,652) was included in Cost of sales, and
$52 (March 31, 2010 – $64) was included in General and administrative expenses.
Mobile equipment and machinery and equipment includes the following amounts acquired by means of capital leases:
March 31,
2011
Cost – capitalized leases
Accumulated depreciation

$
$

30

4,659
(3,637)
1,022

December 31,
2010
$
$

4,670
(3,559)
1,111

6. Changes in estimates – remaining useful life of production equipment
During the first quarter of 2011 the Company reviewed the remaining useful life of plant and equipment assets which resulted in changes
in the expected remaining useful life of certain production equipment. Production equipment which was previously expected to remain in
production for 20-25 years from the date of purchase is now expected to remain in production for 30-40 years from the date of purchase.
Changes in estimates are accounted for prospectively. The effect of these changes on depreciation expense, which is recognized in cost of
sales, for the three months ended March 31, 2011 and the estimated effect for the years 2011 and 2012 are as follows:
March 31,
2011
$
1,198

Decrease in depreciation expense

December 31,
2011
$
3,595

December 31,
2012
$
3,088

7.	Bank operating advances and long-term debt
The Company has a $12,000 operating credit facility ($15,000 as at April 6, 2011). This is a demand facility which is secured primarily by
accounts receivable and inventories of the Company’s Masonry Products and Landscape Products business segments in both Canada and
the U.S. The actual amount that the Company may borrow is determined based on standard margin formulas for accounts receivable and
inventories, which amount is reduced by the amount of the mark-to-market exposure of the interest rate swap (see note 12).
Utilization as at March 31, 2011 totaled $9,972, including $8,434 for bank operating advances, $316 for outstanding letters of credit and
$1,222 for the mark-to-market exposure on the interest rate swap.
On February 26, 2010, the Company completed a subordinated secured debenture financing in the amount of $9,000. The debentures have
a three year term and are secured by a second ranking security interest in the Company’s real estate and production equipment utilized
in the Masonry Products and Landscape Products business segments in Ontario. The rate of interest is fixed at 10.0%. In addition, the
Company paid an up-front fee of 2.0% to subscribers.
The subordinated debenture was recorded for accounting purposes at its fair value which, net of transaction costs incurred in the amount
of $377, amounted to $8,623 and is being carried at amortized cost. The transaction costs are being amortized over the term of the loan
resulting in an effective interest rate of 11.89%. As at March 31, 2011 the unamortized transaction costs were $240.
In connection with this debenture issue, parties, including a Director of the Company, holding an indirect interest in $1,100 of the $3,000
promissory note payable which was due but not paid on December 7, 2009, subscribed for an equal or greater principal amount of the
debenture issue. The remaining parties, holding an indirect interest in $1,900 of the $3,000 promissory note payable and who include
a Director of the Company, agreed to accept a new unsecured promissory note with identical terms and conditions as the previous
promissory note, except that the new promissory note was due in full on September 30, 2010. The new promissory note was repaid on the
due date.
Substantially all of the debentures were acquired by insiders of the Company or by persons associated with or related to them.

8. Share capital
The authorized capital of the Company consists of an unlimited number of Preference shares, Class A shares and Class B shares. The Class
B shares are convertible into Class A shares on a share-for-share basis at any time. Class A shares may be converted into Class B shares in
certain circumstances in connection with a takeover bid. Class A shareholders are entitled to one vote per share and Class B shareholders
are entitled to ten votes per share at any meeting of shareholders.
There were no changes in the Class A shares during the first quarter ended March 31, 2011 and for the year ended December 31, 2010.
March 31, 2011

Balance at the beginning of the year
Options exercised
Balance at the end of the year

December 31, 2010

Number of Shares
(thousands)

Stated Capital
$

Number of Shares
(thousands)

Stated Capital
$

8,508
–
8,508

33,687
–
33,687

8,508
–
8,508

33,687
–
33,687

With respect to Class B shares, there were no changes in the number of shares outstanding of 2,429,000 and the stated capital of
$2 during the first quarter ended March 31, 2011 and for the year ended December 31, 2010.

9. Share-based compensation
Under the Brampton Brick Limited Stock Option Incentive Plan (“the Plan”) the Company may grant stock options to the directors, officers
and full-time employees of the Company and its subsidiaries up to an aggregate of 1,080,965 (2010 – 1,080,965) Class A shares. The
exercise price of each stock option is equal to the volume weighted average trading price of the Company’s Class A shares for the five
trading days immediately preceding the date of the grant and the maximum term of each option is ten years. As at March 31, 2011, a total
of 163,365 (December 31, 2010 – 253,365) stock options were available for grant under the Plan.
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On March 23, 2011, the Company granted stock options to eight senior executive officers and to all non-management members of the
Board of Directors of the Company to acquire an aggregate of 90,000 Class A shares at the market price of $5.10 per share. Each option
vested 20% on the date immediately following the date of the grant and an additional 20% shall vest on each anniversary thereof until fully
vested. As of the date of the grant, the fair value of each stock option granted was estimated to be $1.05, using the Black-Scholes option
pricing model with the following assumptions:
Risk-free interest rate
Expected life
Volatility (determined by reference to historically observed prices of the Class A shares)
Expected dividend yield
Expected forfeitures

2.89%
7.9 years
28%
3.9%
NIL

The total compensation cost charged against income for the quarter ended March 31, 2011 with respect to all stock options granted after
January 1, 2002 was $57 (2010 – $72). The Company did not record compensation cost with respect to stock options granted prior to
January 1, 2002, of which 7,500 options remain outstanding at March 31, 2011.
At March 31, 2011, an aggregate of 690,900 stock options were outstanding, of which 455,900 were fully vested and exercisable by the
holders thereof at a weighted average exercise price of $10.74 per share.

10. Income tax
The Company computes an income tax provision in each of the jurisdictions in which it operates. However, actual amounts of income tax
expense only become final upon filing and acceptance of the tax return by the relevant authorities, which occur subsequent to the issuance
of the financial statements. Additionally, estimation of income taxes includes evaluating the recoverability of deferred tax assets based on
an assessment of the ability to use the underlying future tax deductions before they expire against future taxable income. The assessment
is based upon existing tax laws and estimates of future taxable income. To the extent estimates differ from the final tax return, earnings
would be affected in a subsequent period.
In interim periods, the income tax provision is based on actual earnings by jurisdiction. The Company’s consolidated effective tax rate for
the period ending March 31, 2011 was 14.8% (March 31, 2010 – 12.4%).

11. Earnings per share
Loss per share is calculated on losses attributable to the parent using the weighted average number of shares outstanding for the period.
As referred to in Note 3, the diluted loss per share is calculated to reflect the dilutive effect of the exercise of the outstanding stock options
on loss per share.
The weighted average number of Class A and Class B shares outstanding utilized in the calculations of loss per share is as follows:
March 31, 2011

Basic loss per share
Dilutive effect of options(i)
Diluted loss per share

March 31, 2010

Loss
$

Shares
(thousands)

Per share
Amount $

Loss
$

Shares
(thousands)

Per share
Amount $

4,425

10,937
–
10,937

0.40
0.00
0.40

3,800

10,937
–
10,937

0.35
0.00
0.35

(i) Excludes the effect of 488,400 options (March 31, 2010 – 376,544) to purchase Class A shares that are anti-dilutive.

12. Derivative financial instruments
In July 2007, the Company entered into an interest rate swap contract to hedge the risk arising from variability of cash flows related to
anticipated borrowings under its term bank facility. The swap commenced in January 2008 with a notional principal amount of $3,000,
increasing to $20,000 by September 2008. The notional principal amount reduces by $3,000 per year from December 2010 to December
2013 and by $8,000 in December 2014. The fixed rate under the swap contract is 5.16%.
On June 29, 2009, the Company entered into a new fixed-rate term financing agreement and repaid its term bank loan. The repayment of
the term bank loan resulted in the interest rate swap contract no longer being an effective cash flow hedge. Consequently, changes in the
fair value of the interest rate swap are reflected in the consolidated statement of comprehensive income. As at March 31, 2011 the fair
value of the interest rate swap was a liability of $1,222 of which $583 (December 31, 2010 – $604) and $639 (December 31, 2010 – $828)
have been classified as current and non-current derivative financial liabilities, respectively.
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13. Operating Segment DisClosures
For purposes of operating decision making and assessing performance, management considers that the Company operates within two
dominant business segments; Masonry Products and Landscape Products.
A brief description of each business segment is as follows:
Masonry Products – manufacture of clay brick and a range of concrete masonry products including stone veneer, window sills and
concrete brick for use in residential construction and institutional, commercial and industrial building projects.
Landscape Products – manufacture of concrete paving stones, retaining walls, garden walls, and sales of accessory products for use in
residential construction and institutional, commercial and industrial building projects.
Segmented information, with comparative information for 2010, is as follows:
Three months ended March 31
2011
i) Revenues
Masonry Products
Landscape Products
Consolidated revenues

2010

$

$

9,740
876
10,616

11,433
711
12,144

(996)
(2,565)
(3,561)
(919)
2
(714)
767
(4,425)

(112)
(2,804)
(2,916)
(824)
17
(600)
538
(3,785)

March 31, 2011

December 31, 2010

ii) Operating loss
Masonry Products
Landscape Products
Consolidated operating loss
Finance costs
Finance income
Share of loss from investment in Universal Resource Recovery Inc.
Income taxes
Consolidated loss

iii) Total assets
Masonry and Landscape Products
Other
Consolidated total assets

$

$

211,765
6,998

209,841
6,738

218,763

216,579

Certain long-term assets are used for both the Masonry Products and Landscape Products business segments. Assets do not form part of
management’s evaluation of performance of individual business units and therefore are not reported on a segmented basis.
Geographical information is as follows:
Three months ended March 31

Canada
United States

2011
Revenues
$

2010
Revenues
$

March 31, 2011
Property, plant
and equipment
$

March 31, 2010
Property, plant
and equipment
$

10,102
514
10,616

11,446
698
12,144

126,600
46,638
173,238

130,238
50,058
180,296
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14. Commitments and Contingencies
As at March 31, 2011, the Company had commitments with suppliers to purchase production equipment totaling $1,008.
The Company normally enters into supply and transportation contracts for natural gas to cover future requirements. As at March 31, 2011,
the Company has contracted for most of the balance of its estimated 2011 natural gas supply requirements at an aggregate estimated
cost of $1,835, none of which was at fixed prices, and for most of the balance of its estimated 2011 transportation requirements at
an aggregate estimated cost of $588, of which 70% was at fixed prices. The potential unrealized loss on the fixed price contracts was
approximately $70 (2010 – unrealized loss of $52), which was not taken to income since these are supply contracts that will be charged to
operations in the period the gas is consumed.
Letters of credit are issued by the Company’s banker to provide security to certain service providers and in connection with certain
governmental operating permits. The aggregate amount of letters of credit outstanding as at March 31, 2011 was $316 (December 31,
2010 – $323).
Commitments of Universal are disclosed in note 4(vi)(c).

15. Related Party Transactions
The Company has determined which of its customers are related to the Company via common directors or shareholders. Sales to
these customers are made under competitive terms and conditions. These customers accounted for 6.8% (2010 – 10.8%) of net sales
in aggregate for the quarter ended March 31, 2011. Purchases from related parties amounted to $53 for the three month period
ended March 31, 2011 (2010 – $113).
Other related party transactions have been described in note 7.

16. Seasonal Fluctuations
The Company’s business is seasonal. Historically, sales are greater in the second and third quarters of each year than in the first and
fourth quarters. The Landscape Products business segment is affected to a greater degree than the Masonry Products business segment.
Consequently, the results of operations and cash flows for the three month period ended March 31, 2011 are not necessarily indicative of
the results to be expected for the full year.
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