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INDEPENDENT AUDITOR’S REPORT  

 

To the Shareholders of Jamieson Wellness Inc. 

 

Opinion  

We have audited the consolidated financial statements of Jamieson Wellness Inc. and its subsidiaries (the Group), 

which comprise the consolidated statements of financial position as at December 31, 2019 and 2018, the consolidated 
statements of operations and comprehensive income, consolidated statements of changes in shareholders’ equity and 

consolidated statements of cash flows for the years then ended, and notes to the consolidated financial statements, 

including a summary of significant accounting policies.  

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the 

consolidated financial position of the Group as at December 31, 2019 and 2018, and its consolidated financial 

performance and its consolidated cash flows for the years then ended in accordance with International Financial 

Reporting Standards (IFRS).  

Basis for opinion  

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our responsibilities under 
those standards are further described in the Auditor’s Responsibilities for the Audit of the Consolidated Financial 

Statements section of our report.  We are independent of the Group in accordance with the ethical requirements that are 

relevant to our audit of the consolidated financial statements in Canada, and we have fulfilled our ethical 
responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained is sufficient 

and appropriate to provide a basis for our opinion.   

Other information  

Management is responsible for the other information. The other information comprises: 

• Management’s Discussion and Analysis 

• The information, other than the consolidated financial statements and our auditor’s report thereon, in the 
Annual Report  
 

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

In connection with our audit of the consolidated financial statements, our responsibility is to read the other 

information, and in doing so, consider whether the other information is materially inconsistent with the consolidated 

financial statements or our knowledge obtained in the audit or otherwise appears to be materially misstated.  

We obtained Management’s Discussion and Analysis prior to the date of this auditor’s report. If, based on the work we 
have performed, we conclude that there is a material misstatement of this other information, we are required to report 
that fact. We have nothing to report in this regard.  
 
The Annual Report is expected to be made available to us after the date of the auditor’s report. If based on the work we 
will perform on this other information, we conclude there is a material misstatement of other information, we are 
required to report that fact to those charged with governance. 

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

Statements  

Management is responsible for the preparation and fair presentation of the consolidated financial statements in 

accordance with IFRS, and for such internal control as management determines is necessary to enable the preparation 

of consolidated financial statements that are free from material misstatement, whether due to fraud or error.  

In preparing the consolidated financial statements, management is responsible for assessing the Group’s ability to 

continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern  
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INDEPENDENT AUDITOR’S REPORT (continued) 

basis of accounting unless management either intends to liquidate the Group or to cease operations, or has no realistic 

alternative but to do so.  

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

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

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are 

free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our 

opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance 
with Canadian generally accepted auditing standards will always detect a material misstatement when it exists. 

Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they could 

reasonably be expected to influence the economic decisions of users taken on the basis of these consolidated financial 

statements.  

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional 

judgment and maintain professional skepticism throughout the audit. We also:  

• Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to 

fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is 

sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement 

resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, 

intentional omissions, misrepresentations, or the override of internal control.  

• Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are 

appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 

Group’s internal control.  

• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and 

related disclosures made by management. 

• Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on 

the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast 

significant doubt on the Group’s ability to continue as a going concern. If we conclude that a material 

uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the 

consolidated financial statements or, if such disclosures are inadequate, to modify our opinion. Our 

conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However, future 

events or conditions may cause the Group to cease to continue as a going concern.  

• Evaluate the overall presentation, structure, and content of the consolidated financial statements, including the 

disclosures, and whether the consolidated financial statements represent the underlying transactions and 

events in a manner that achieves fair presentation.  

• Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business 

activities within the Group to express an opinion on the consolidated financial statements. We are responsible 

for the direction, supervision and performance of the group audit. We remain solely responsible for our audit 

opinion. 

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

our audit. 

We also provide those charged with governance with a statement that we have complied with relevant ethical 
requirements regarding independence, and to communicate with them all relationships and other matters that may 

reasonably be thought to bear on our independence, and where applicable, related safeguards. 

The engagement partner on the audit resulting in this independent auditor’s report is Paula J. Smith. 

 

Toronto, Canada  
February 19, 2020 
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Jamieson Wellness Inc.  
Consolidated Statements of Financial Position 
In thousands of Canadian dollars as at December 31, 

 

Notes 2019 2018

Assets

Current assets

Cash 198                                       12,445                                 

Accounts receivable 4 89,394                                82,227                                

Inventories 5 81,948                                72,079                                

Derivatives 20 -                                       3,124                                   

Prepaid expenses and other current assets 2 1,893                                   2,163                                   

173,433                             172,038                            

Non-current assets

Property, plant and equipment 6 64,906                                50,234                                

Goodwill 7 122,975                               122,975                               

Intangible assets 8 198,189                               201,371                               

Deferred income tax 13 2,272                                   2,403                                  

Total assets 561,775                             549,021                            

Liabilities

Current liabilities

Accounts payable and accrued liabilities 9 67,795                                 83,481                                

Income taxes payable 13 2,365                                   4,454                                   

Derivatives 20 1,292                                   -                                       

Current portion of long-term debt 11 -                                       14,625                                 

Current portion of other long-term liabilities 14 1,890                                   -                                       

73,342                               102,560                            

Long-term liabilities

Long-term debt 11 164,769                               151,287                               

Post-retirement benefits 12 3,923                                   2,923                                   

Deferred income tax 13 51,107                                  51,529                                 

Other long-term liabilities 14 9,466                                   -                                       

Total liabilities 302,607                           308,299                           

Shareholders' equity

Share capital 15 243,224                              239,404                              

Contributed surplus 10,727                                 9,037                                   

Retained earnings (deficit) 2 6,061                                   (10,670)                               

Accumulated other comprehensive income (loss) (844)                                    2,951                                   

Total shareholders' equity 259,168                            240,722                            

Total liabilities and shareholders' equity 561,775                             549,021                            

Commitments and contingencies 21

(see the accompanying notes to the consolidated financial statements)

Approved on behalf of the Board:

Steve Spooner David Williams
Director Director  
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Jamieson Wellness Inc. 

Consolidated Statements of Operations and Comprehensive Income 
In thousands of Canadian dollars, except share and per share amounts, for the years ended December 31, 

 

Notes 2019 2018

Revenue 22, 23 344,980                             319,776                               

Cost of sales 215,246                               204,358                              

Selling, general and administrative expenses 69,942                                65,194                                 

Share-based compensation 16 4,343                                   3,067                                   

Earnings from operations 55,449                                 47,157                                 

Foreign exchange loss 404                                      608                                      

Other expenses 18 3,369                                   298                                      

Interest expense and other financing costs 19 9,372                                   9,000                                  

Income before income taxes 42,304                                37,251                                 

Provision for income taxes 13 10,647                                 10,578                                 

Net income 31,657                               26,673                              

Other comprehensive income (loss)

Actuarial gain (loss) not to be reclassified subsequently to net 

income (loss) 12 (671)                                     2,512                                   

Income tax 179                                       (649)                                     

Net of tax (492)                                   1,863                                   

Unrealized gain (loss) on amounts to be reclassified net of 

realized gains on amounts reclassified to net income 20 (4,416)                                  4,205                                   

Income tax 1,136                                    (1,086)                                 

Net of tax (3,280)                               3,119                                    

Total other comprehensive income (loss) (3,772)                                4,982                                 

Comprehensive income 27,885                              31,655                               

Income per share attributable to common shareholders 24

Basic, income per share 0.82                                   0.70                                     

Diluted, income per share 0.80                                   0.67                                     

Weighted average number of shares 24

Basic 38,535,274                     38,009,443                       

Diluted 39,614,909                     39,531,078                        

(see the accompanying notes to the consolidated financial statements)  
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Jamieson Wellness Inc.  
Consolidated Statements of Changes in Shareholders’ Equity  
In thousands of Canadian dollars 

 

Notes Share capital

Contributed 

surplus

Retained 

earnings 

(deficit)

Accumulated 

other 

comprehensive 

income (loss)

Total 

Shareholders' 

equity

As at January 1, 2018 234,908               7,437                     (19,486)                 (2,035)                   220,824               

Impact of new accounting standards adopted 

January 1, 2018 -                           -                           (4,922)                     -                           (4,922)                     

Net income for the year -                           -                           26,673                    -                           26,673                    

Issuance of treasury shares 15           4,496                       (1,467)                      -                           -                           3,029                      

Common share dividend ($0.34 per share) -                           -                           (12,935)                   -                           (12,935)                   

Other comprehensive income -                           -                           -                           4,982                      4,982                      

Currency translation adjustment -                           -                           -                           4                               4                               

Share-based compensation 16          -                           3,067                       -                           -                           3,067                       

As at December 31, 2018 239,404               9,037                     (10,670)                 2,951                      240,722                

Impact of new accounting standards adopted 

January 1, 2019 2             -                           -                           (239)                         -                           (239)                         

Net income for the year -                           -                           31,657                     -                           31,657                     

Issuance of treasury shares 15           3,820                      (2,195)                      -                           -                           1,625                       

Common share dividend ($0.38 per share) -                           -                           (14,687)                   -                           (14,687)                   

Other comprehensive income -                           -                           -                           (3,772)                     (3,772)                     

Currency translation adjustment -                           -                           -                           (23)                           (23)                           

Share-based compensation 16          -                           3,885                      -                           -                           3,885                      

As at December 31, 2019 243,224                10,727                   6,061                     (844)                       259,168                
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Jamieson Wellness Inc.  
Consolidated Statements of Cash Flows 
In thousands of Canadian dollars, for the years ended December 31, 

 

Cash provided by (used in) Notes 2019 2018

Operating activities

Net income 31,657                                 26,673                                

Items not affecting cash

   Depreciation of property, plant and equipment 6 7,263                                   5,551                                    

   Amortization of intangible assets 8 3,653                                   3,495                                   

   Amortization and derecognition of deferred financing fees 18, 19 3,026                                  1,453                                   

   Deferred income taxes 1,108                                   196                                       

   Share-based compensation 16 3,885                                  3,067                                   

   Former shareholder consideration reclassified as 

   other income -                                       (1,066)                                 

   Others 303                                      906                                      

Net change in non-cash working capital (34,499)                               (5,170)                                  

Payment of deferred compensation -                                       (7,300)                                 

16,396                               27,805                              

Investing activities

Additions to property, plant and equipment, net 6 (9,027)                                 (10,935)                               

Acquisition of intangible assets 8 (471)                                     (602)                                    

(9,498)                               (11,537)                              

Financing activities

Proceeds from credit facilities 11 47,224                                37,910                                 

Repayment of credit facilities 11 (51,393)                               (36,660)                              

Payment of principal portion of lease liabilities 2, 14 (1,914)                                  -                                       

Dividends to Common Shareholders (14,687)                               (12,935)                               

Exercise of stock options and ESPP 15 1,625                                   3,029                                  

(19,145)                              (8,656)                               

Increase (decrease) in cash (12,247)                             7,612                                  

Cash - Beginning of the year 12,445                               4,833                                 

Cash - End of the year 198                                     12,445                               

Supplemental disclosure

   Amount of income taxes paid 11,628                                 10,206                                

   Amount of interest paid 8,251                                   6,826                                  

(see the accompanying notes to the consolidated financial statements)  
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1. Company overview 

 

1.1 Description of the business and consolidated financial statements 

 

Jamieson Wellness Inc. (“Jamieson” or the “Company”) was incorporated on January 24, 2014 as Jamieson 

Intermediate Holdings Ltd. On January 31, 2014, the Company’s wholly owned subsidiary, Intrepid Acquisition 

Corporation (“Intrepid”) acquired 100% of the shares of Jamieson Laboratories Ltd. On the same day, Intrepid 

and Jamieson Laboratories Ltd. amalgamated with the resulting company (“JLL”) carrying on operations under 

the name Jamieson Laboratories Ltd. The Company’s common shares (“Common Shares”) are listed on the 

Toronto Stock Exchange under the stock symbol “JWEL”. 

 

The consolidated financial statements of Jamieson and its subsidiaries for the year ended December 31, 2019 

were authorized for issue by the Board of Directors of the Company on February 19, 2020. Jamieson is a 

company continued under the Business Corporations Act (Ontario) and resident in Canada. Jamieson’s 

registered office is located at 66 Wellington Street West, Suite 5300, TD Bank Tower, Toronto, ON, M5K 1E6.  

 

The Company has manufacturing facilities located in Windsor, Ontario and in Toronto, Ontario and is 

principally engaged in the manufacturing, development, distribution, sales and marketing of branded and 

customer branded health products for humans including vitamins, herbal and mineral nutritional supplements.  

 

1.2 Subsidiaries 

 

The table below provides a summary of the Company's subsidiaries. Unless otherwise stated, the subsidiaries as 

listed below have share capital consisting solely of common shares, which are held directly or indirectly by the 

Company.  

 

On January 1, 2019, Sonoma Nutraceuticals Inc. was amalgamated into Body Plus Nutritional Products Inc. 

(“Body Plus”). 

 
As at December 31, 2019 2018

Entity % %

Jamieson Laboratories Ltd. 100 100 Canada Canadian dollar

International Nutrient Technologies Limited 100 100 Canada Canadian dollar

Body Plus Nutritional Products Inc. 100 100 Canada Canadian dollar

Sonoma Nutraceuticals Inc. - 100 Canada Canadian dollar

Jamieson Health Products (Shanghai) Co., Ltd. 100 100 China Chinese yuan

Jamieson Health Products Australia Pty Ltd. 100 100 Australia Australian dollar

Jamieson Health Products UK Ltd. 100 -                       United Kingdom British pound

Jamieson Health Products USA Ltd. 100 -                       United States of America United States dollar

Principal Place of 

Operations

Functional 

Currency

 
 

2. Summary of significant accounting policies 

 

2.1 Basis of preparation and statement of compliance  

 

The consolidated financial statements of the Company have been prepared in accordance with International 

Financial Reporting Standards (“IFRS”). 

 

The consolidated financial statements have been prepared on a historical cost basis, except for certain derivative 

financial instruments and liabilities associated with the post-retirement benefit plan that have been measured at 

fair value. The consolidated financial statements are presented in Canadian dollars and all values are rounded to 

the nearest thousand ($000), except share and per share amounts and when otherwise indicated. 
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2.2 Basis of consolidation 

 

Control is achieved when the Company is exposed, or has rights, to variable returns from its involvement with 

the investee and has the ability to affect those returns through its power over the investee. Specifically, the 

Company controls an investee if, and only if, the Company has: 

 

• Power over the investee (i.e., existing rights that give it the current ability to direct the relevant activities of the 

investee); 

• Exposure, or rights, to variable returns from its involvement with the investee; and 

• The ability to use its power over the investee to affect its returns. 

 

Generally, there is a presumption that a majority of voting rights results in control. To support this presumption 

and when the Company has less than a majority of the voting or similar rights of an investee, the Company 

considers all relevant facts and circumstances in assessing whether it has power over an investee, including: 

 

• The contractual arrangement(s) with the other vote holders of the investee; 

• Rights arising from other contractual arrangements; and 

• The Company’s voting rights and potential voting rights. 

 

The Company re-assesses whether or not it controls an investee if facts and circumstances indicate that there are 

changes to one or more of the three elements of control. Consolidation of a subsidiary begins when the Company 

obtains control over the subsidiary and ceases when the Company loses control of the subsidiary. Assets, 

liabilities, income and expenses of a subsidiary acquired or disposed of during the year are included in the 

consolidated financial statements from the date the Company gains control until the date the Company ceases to 

control the subsidiary. 

 

Transactions and balances between the Company and its consolidated entities have been eliminated on 

consolidation. 

 

2.3 Summary of significant accounting policies 

 

The following are the significant accounting policies applied by the Company in preparing its consolidated 

financial statements: 

 

2.3.1 Business combinations and goodwill 

 

Business combinations are accounted for using the acquisition method. The cost of an acquisition is measured as 

the aggregate of the consideration transferred, which is measured at the acquisition date fair value and the 

amount of any non-controlling interest in the acquiree. Acquisition-related costs are expensed as incurred and 

included in the consolidated statements of operations and comprehensive income. 

 

When the Company acquires a business, it assesses the financial assets and liabilities assumed for appropriate 

classification and designation in accordance with the contractual terms, economic circumstances and pertinent 

conditions as at the acquisition date.  

 

Any contingent consideration to be transferred by the acquirer will be recognized at fair value at the acquisition 

date. All contingent consideration (except that which is classified as equity) is subsequently re-measured to fair 

value at each reporting period end, with the changes in fair value recognized in profit or loss. Contingent 

consideration that is classified as equity is not re-measured, and subsequent settlement is accounted for within 

equity. 
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Goodwill is initially measured at cost (being the excess of the aggregate of the consideration transferred and the 

amount recognized for non-controlling interests) and any previous interest held, over the net identifiable assets 

acquired and liabilities assumed. If the fair value of the net assets acquired is in excess of the aggregate 

consideration transferred, the Company re-assesses whether it has correctly identified all of the assets acquired 

and all of the liabilities assumed and reviews the procedures used to measure the amounts to be recognized at 

the acquisition date. If the reassessment still results in an excess of the fair value of net assets acquired over the 

aggregate consideration transferred, then the gain is recognized in net income. 

 

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. For the purpose of 

impairment testing, goodwill acquired in a business combination is, from the acquisition date, allocated to each 

of the Company’s cash-generating units (“CGUs”) (or group of CGUs) that are expected to benefit from the 

combination, irrespective of whether other assets or liabilities of the acquiree are assigned to those units. 

 

Where goodwill has been allocated to a CGU (or group of CGUs) and part of the operation within that unit is 

disposed of, the goodwill associated with the disposed operation is included in the carrying amount of the 

operation when determining the gain or loss on disposal of the operation. Goodwill disposed in these 

circumstances is measured based on the relative values of the disposed operation and the portion of the CGU 

retained. 

 

2.3.2 Current versus non-current classification 

 

The Company presents assets and liabilities in the consolidated statements of financial position based on 

current/non-current classification.  

 

An asset is current when it is: 

 

• Expected to be realized or intended to be sold or consumed in the normal operating cycle; 

• Held primarily for the purpose of trading; 

• Expected to be realized within twelve months after the reporting period; or 

• Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at least twelve 

months after the reporting period. 

 

All other assets are classified as non-current. 

 

A liability is current when: 

 

• It is expected to be settled in the normal operating cycle; 

• It is held primarily for the purpose of trading; 

• It is due to be settled within twelve months after the reporting period; or 

• There is no unconditional right to defer the settlement of the liability for at least twelve months after the 

reporting period. 

 

All other liabilities are classified as non-current. 

 

Deferred income tax assets and liabilities are classified as non-current assets and liabilities. 
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2.3.3 Fair value measurement 

 

The Company measures financial instruments, such as derivatives, at fair value at each consolidated statements 

of financial position date. Fair value related disclosures for financial instruments and non-financial assets that 

are measured at fair value or where fair values are disclosed are summarized in the following notes: 

 

• Accounting policy disclosures (Note 2.3.3) 

• Disclosures for valuation methods, significant estimates and assumptions (Notes 3 and 7) 

• Quantitative disclosures of fair value measurement hierarchy (Note 20) 

• Financial instruments (including those carried at amortized cost) (Notes 11 and 20) 

 

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly 

transaction between market participants at the measurement date. The fair value measurement is based on the 

presumption that the transaction to sell the asset or transfer the liability takes place either: 

 

• In the principal market for the asset or liability; or 

• In the absence of a principal market, in the most advantageous market for the asset or liability. 

 

The fair value of instruments that are quoted in active markets is determined using the quoted prices. The 

Company uses valuation techniques to establish the fair value of instruments where prices quoted in active 

markets are not available. Therefore, where possible, parameter inputs to the valuation techniques are based on 

observable data derived from prices of relevant instruments traded in an active market. These valuation 

techniques involve some level of management estimation and judgment, the degree of which will depend on the 

price transparency for the instrument or market and the instrument’s complexity. 

 

The Company categorizes its fair value measurements according to a three-level hierarchy. The hierarchy 

prioritizes the inputs used by the Company’s valuation techniques. A level is assigned to each fair value 

measurement based on the lowest level input significant to the fair value measurement in its entirety. 

 

The three levels of the fair value hierarchy are defined as follows: 

 

Level 1 - Unadjusted quoted prices at the measurement date for identical assets or liabilities in active markets. 

Level 2 - Observable inputs other than quoted prices included in Level 1, such as quoted prices for similar assets 

and liabilities in active markets; quoted prices for identical or similar assets and liabilities in markets that are not 

active; or other inputs that are observable or can be corroborated by observable market data. 

Level 3 - Significant unobservable inputs which are supported by little or no market activity. 

 

The fair value hierarchy requires an entity to maximize the use of observable inputs and minimize the use of 

unobservable inputs when measuring fair value. 

 

For assets and liabilities that are recognized in the consolidated financial statements on a recurring basis, the 

Company determines whether transfers have occurred between levels in the hierarchy by reassessing 

categorization (based on the lowest level input that is significant to the fair value measurement as a whole) at the 

end of each reporting period. 

 

For the purpose of fair value disclosures, the Company has determined classes of assets and liabilities on the 

basis of the nature, characteristics and risks of the asset or liability and the level of the fair value hierarchy as 

explained above. 
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2.3.4 Revenue recognition 

 

The majority of the Company’s revenue is derived from the sale of Jamieson branded products to distributors, 

retail and wholesale customers, referred to as the Company’s “Jamieson Brands” segment, as well as providing 

contract manufacturing services and the sale of products to strategic partners, referred to as the Company’s 

“Strategic Partners” segment. 

 

Revenue is recognized for the sale of Jamieson branded products and the manufacturing of products to its 

strategic partners at the point in time when control of the asset is transferred to the customer based on shipping 

terms. The Company generally has a right to payment at the time of delivery (which is the same time that the 

Company has satisfied its performance obligations under the arrangement), as such a receivable is recognized as 

the consideration is unconditional and only the passage of time is required before payment is due.   

 

A portion of the Company’s revenues derived from contract manufacturing services provided to customers in its 

Strategic Partners segment is under a tolling arrangement where the customer supplies the Company with a raw 

material or ingredient. Revenue is recognized net of the cost of the raw material or ingredient supplied by the 

customer. 

 

Rights of return give rise to variable consideration. The variable consideration is estimated at contract inception 

using the expected value method as this best predicts the amount of variable consideration to which the 

Company is entitled. The variable consideration is constrained to the extent that it is highly probable that a 

significant reversal in the amount of cumulative revenue recognized will not occur when any uncertainty is 

subsequently resolved. For products that are expected to be returned, a refund liability is recognized as a 

reduction of revenue at the time the control of the products purchased is transferred to the customers.   

 

Jamieson may provide discounts and sales promotional incentives to its customers, which give rise to variable 

consideration. The variable consideration is constrained to the extent that it is highly probable that a significant 

reversal in the amount of cumulative revenue recognized will not occur when any uncertainty is subsequently 

resolved. The application of the constraint on variable consideration increases the amount of revenue that will be 

deferred. Jamieson applies the most likely amount method estimating discounts provided to customers using 

contracted rates and estimating sales promotional incentives provided to customers based on historical spending 

patterns. Jamieson may also provide other consideration to customers for customer-specific programs to 

promote the Company’s products. Consequently, revenues are recognized net of these estimated program costs.  

All other estimated non-customer-specific promotional costs and consideration are expensed as selling, general 

and administrative expenses.   

 

In subsequent periods, the Company monitors the performance of customers against agreed-upon obligations 

related to sales incentive programs and makes any adjustments to both revenue and sales incentive accruals as 

required.  

 
2.3.5 Foreign currencies 

 

The Company’s consolidated financial statements are presented in Canadian dollars. For each entity, the 

Company determines the functional currency, and items included in the financial statements of each entity are 

measured using that functional currency (refer to Note 1.2).  

 

Transactions and balances 

 

Transactions in foreign currencies are initially recorded by the entities at their respective functional currency 

spot rate at the date the transaction first qualifies for recognition. 
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• Monetary assets and liabilities denominated in foreign currencies are retranslated at the functional currency 

spot rate of exchange in effect at the reporting date. 

• Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the 

exchange rates as at the dates of the initial transactions.  

• Revenue and expense items are translated using the average exchange rate during the year. 

 

Differences arising on settlement or translation of monetary items are recognized in profit or loss. 

 

On consolidation, the assets and liabilities of foreign operations are translated into the reporting currency at the 

reporting currency spot rate of exchange in effect at the reporting date and their statement of operations are 

translated using the average exchange rate during the year. Exchange differences arising on translation for 

consolidation are recognized in other comprehensive income (“OCI”). On disposal of a foreign operation, the 

component of OCI relating to that particular foreign operation is reclassified to profit or loss. 

 

2.3.6 Taxes 

 

Current income tax 

 

Current income tax assets and liabilities for the current period are measured at the amount expected to be 

recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount are 

those that are enacted or substantively enacted at the reporting date in the countries where the Company 

operates and generates taxable income. 

 

Current income tax relating to items recognized directly in equity is recognized in equity and not in the 

consolidated statements of operations and comprehensive income. Management periodically evaluates positions 

taken in the tax returns with respect to situations in which applicable tax regulations are subject to 

interpretation, and it establishes provisions where appropriate. 

 

Deferred income tax 

 

Deferred income tax is provided using the liability method on temporary differences between the tax bases of 

assets and liabilities and their carrying amounts for financial reporting purposes at the reporting date. 

 

Deferred income taxes are not recognized where: 

• The deferred income tax liability arises from the initial recognition of goodwill; 
• The deferred income tax asset or liability arises on the initial recognition of an asset or liability in an acquisition 

that is not a business combination and, at the time of the acquisition, affects neither the accounting profit nor 

taxable profit or loss; and 

• For temporary differences relating to investments in subsidiaries to the extent that the Company can control 

the timing of the temporary difference and it is probable that they will not reverse in the foreseeable future. 

 

Deferred income tax assets are recognized for unused loss carry forwards and deductible temporary differences 

to the extent that it is probable that taxable profit will be available against which they can be utilized. At each 

reporting period, previously unrecognized deferred income tax assets are reassessed to determine whether it has 

become probable that future taxable profit will allow the deferred income tax asset to be recovered. 

 

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply in the year 

when the asset is realized or the liability is settled, based on tax rates (and tax laws) that have been enacted or 

substantively enacted at the reporting date. 

 

Current and deferred income taxes relating to items recognized directly in OCI or equity are also recognized 

directly in OCI or equity, respectively. 
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Tax benefits acquired as part of a business combination, but not satisfying the criteria for separate recognition at 

that date, are recognized subsequently if new information about facts and circumstances arise. The adjustment is 

either treated as an adjustment to goodwill (as long as it does not exceed goodwill) if it is incurred during the 

measurement period or recognized in net income. 

 

Sales tax 

 

Revenues, expenses and assets are recognized net of the amount of sales tax, except: 

 

• Where the sales tax incurred on a purchase of assets or services is not recoverable from the taxation authority, 

in which case, the sales tax is recognized as part of the cost of acquisition of the asset or as part of the expense 

item, as applicable; and 

• Receivables and payables are stated with the amount of sales tax included.  The net amount of sales tax 

recoverable from, or payable to, the taxation authority is included as part of receivables or payables in the 

consolidated statements of financial position. 

 

2.3.7 Property, plant and equipment 

 

Property, plant and equipment, with the exception of land, is recorded at cost less accumulated depreciation and 

any net accumulated impairment losses. Land is carried at cost and not depreciated. Construction-in-process 

assets are capitalized during construction and depreciation commences when the asset is available for use. 

Repair and maintenance costs are recognized in profit or loss as incurred unless the recognition criteria are 

satisfied and it substantially changes the useful life of an asset.  

 

Depreciation is calculated on a straight-line basis, after taking into account residual values, over the following 

expected useful lives of the assets: 

 

Land        Not depreciated 

Buildings        20-30 years   

Machinery and equipment      3-20 years   

Furniture and fixtures      4 years   

Computer equipment and software     3 years 

Tools and dies       1 year 

 

When parts of an item of property and equipment have different useful lives, those components are accounted 

for as components of property and equipment. Any gain or loss arising on derecognition of the asset (calculated 

as the difference between the net disposal proceeds and the carrying amount of the asset) is included in the 

consolidated statements of operations and comprehensive income when the asset is derecognized. 

 

The residual values, useful lives and methods of depreciation of property, plant and equipment are reviewed 

periodically.  

 

As of January 1, 2019, the Company reassessed the useful lives of certain depreciable assets. The refinement of 

these estimated useful lives is accounted for prospectively. The change in expected useful lives for buildings and 

machinery and equipment are as noted in the table above. Prior to the reassessment, the useful lives for 

buildings and machinery and equipment were 20 years and 3-10 years, respectively. 

 

2.3.8 Intangible assets 

 

Intangible assets are established as a result of business combinations and measured on initial recognition at fair 

value as at the date of acquisition. Following initial recognition, intangible assets are carried at cost less 

accumulated amortization and any accumulated impairment losses.  

mailto:2.@.@
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Upon recognition of an intangible asset, the Company determines if the asset has a definite or indefinite life. In 

making this determination, the Company considers the expected use, expiry of agreements, the nature of the 

asset, and whether the value of the asset decreases over time. 

 

Intangible assets with finite lives are amortized over their useful economic lives and assessed for impairment 

whenever there is an indication that the intangible asset may be impaired. The amortization period and the 

amortization method for an intangible asset with a finite useful life are reviewed at least at the end of each 

reporting period. Changes in the expected useful life or the expected pattern of consumption of future economic 

benefits embodied in the asset are accounted for by changing the amortization period, as appropriate, and are 

treated as changes in accounting estimates. The amortization expense on intangible assets is recognized in the 

consolidated statements of operations and comprehensive income on a straight-line basis over their estimated 

useful lives as follows: 

 

Customer relationships       25-30 years  

Registrations, licenses, and other     3-10 years  

 

The Company expects its trade names to generate economic benefit in perpetuity, and accordingly, has assigned 

the trade names as indefinite-life intangible assets. 

  

Indefinite-life intangibles including trade names are tested for impairment annually at December 31 and 

otherwise as required if events occur that indicate that the net carrying value may not be recoverable.  

 

2.3.9 Financial instruments — initial recognition and subsequent measurement 

 

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or 

equity instrument of another entity. 

 

Classification and measurement 

 

All financial assets and liabilities are recognized initially at fair value plus, in the case of financial instruments 

not at fair value through profit or loss (“FVTPL”), transaction costs.  

 

Debt financial instruments are subsequently measured at FVTPL, fair value through other comprehensive 

income (“FVOCI”), or amortized cost using the effective interest rate method. The Company determines the 

classification of its financial assets based on the Company’s business model for managing the financial assets and 

whether the instruments’ contractual cash flows represent solely payments of principal and interest on the 

principal amount outstanding. The Company’s derivatives not designated as a hedging instrument in a qualifying 

hedge relationship are subsequently measured at FVTPL. Equity instruments within the scope of IFRS 9, 

“Financial Instruments” (“IFRS 9”), if any, are subsequently measured at FVTPL or elected irrevocably to be 

classified at FVOCI at initial recognition.  

 

Financial liabilities are subsequently measured at amortized cost using the effective interest method or at 

FVTPL. Financial liabilities are subsequently measured as FVTPL when the financial liability is: (i) contingent 

consideration of an acquirer in a business combination; (ii) held for trading; or (iii) it is designated as FVTPL if 

eligible. Other financial liabilities are subsequently measured at amortized cost using the effective interest 

method.  

 

For financial liabilities that are designated as FVTPL, the amount of change in the fair value of the financial 

liability that is attributable to changes in the Company’s own credit risk of that liability is recognized in OCI 

unless the recognition of the effects of changes in the liability’s credit risk in OCI would create or enlarge an 

accounting mismatch in the consolidated statements of operations and comprehensive income. The remaining 

amount of change in the fair value of liability is recognized in the consolidated statements of operations and 
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comprehensive income. Changes in fair value of a financial liability attributable to the Company’s own credit 

risk that are recognized in OCI are not subsequently reclassified to the consolidated statements of operations 

and comprehensive income; instead, they are transferred to retained earnings, upon derecognition of the 

financial liability.   

 

The Company has made the following financial instrument classifications: 

 

Impairment 

 

IFRS 9 requires a forward-looking Expected Credit Loss (“ECL”) model. ECLs are based on the difference 

between the contractual cash flows due in accordance with the contract and all the cash flows that the Company 

expects to receive.  

 

For accounts receivable, Jamieson applies the simplified approach and has determined the allowance based on 

lifetime ECLs at each reporting date. The Company has established a provision that is based on the Company’s 

historical credit loss experience, adjusted for forward-looking factors specific to the customers and the economic 

environment. There was no transitional adjustment as a result of adopting the new impairment requirements. 

 

Derecognition 

 

A financial asset is derecognized when the rights to receive cash flows from the asset have expired, or the 

Company has transferred its rights to receive cash flows from the asset and either (a) the Company has 

transferred substantially all the risks and rewards of the asset, or (b) the Company has neither transferred nor 

retained substantially all the risks and rewards of the asset, but has transferred control of the asset. 

 

A financial liability is derecognized when the obligation under the liability is discharged or cancelled or expires. 

When an existing financial liability is replaced by another from the same lender on substantially different terms, 

or the terms of an existing liability are substantially modified, such an exchange or modification is treated as a 

derecognition of the original liability and the recognition of a new liability. The difference in the respective 

carrying amounts is recognized in the consolidated statements of operations and comprehensive income. 

 

2.3.10 Derivative financial instruments and hedge accounting 

 

The Company uses derivative financial instruments such as foreign exchange forward contracts to hedge its 

foreign currency risks. Derivative financial instruments are initially recognized at fair value on the date the 

derivative contract is executed and are subsequently remeasured at fair value each reporting period end.  

 

At the inception of a hedging relationship, the Company designates and formally documents the relationship 

between the hedging instrument and the hedged item, the risk management objective, and its strategy for 

undertaking the hedge. The documentation identifies the specific asset, liability, or anticipated cash flows being 

hedged, the risk that is being hedged, the type of hedging instrument used, and how effectiveness will be 

assessed. 

 

The Company also formally assesses, both at inception and at each reporting date thereafter, whether or not the 

derivatives that are used in hedging transactions are highly effective in offsetting the changes attributable to the 

Financial Instrument IFRS 9 Measurement 
Cash Amortized cost 
Accounts receivable Amortized cost 
Accounts payable and accrued liabilities Amortized cost 
Long-term debt Amortized cost 
Derivatives not designated as hedging instruments FVTPL 
Derivatives designated as hedging instruments Fair value (hedge accounting) 
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hedged risks in the fair values or cash flows of the hedged items. If a hedge relationship becomes ineffective, it no 

longer qualifies for hedge accounting and any subsequent change in the fair value of the hedging instrument is 

recognized in net income. 

 

The Company uses hedge accounting for highly probable forecasted transactions. When hedge accounting is 

appropriate, the hedging relationship is designated as a cash flow hedge. In a cash flow hedge, the change in fair 

value of the hedging instrument is recorded, to the extent it is effective, in other comprehensive income. If a 

hedged forecast transaction subsequently results in the recognition of a non-financial asset, the Company 

removes that amount from the cash flow hedge reserve and includes it directly in the initial cost of the inventory.  

 

When a forecast transaction is no longer expected to occur, the cumulative gain or loss that was reported in other 

comprehensive income is immediately recognized in the consolidated statements of operations and 

comprehensive income.  

 

2.3.11 Inventories 

 

Inventories are valued at the lower of cost and net realizable value. Raw material costs are accounted for using 

purchase cost on a first-in, first-out basis. Finished goods and work in progress costs are accounted for using cost 

of direct materials and labour and a proportion of manufacturing overheads based on normal operating capacity. 

Net realizable value is the estimated selling price in the ordinary course of business, less estimated costs of 

completion and the estimated costs to sell. A provision for obsolescence is calculated based on historical 

experience and expiration.  

 

2.3.12 Impairment of non-financial assets 

 

Disclosures relating to impairment of non-financial assets are summarized in the following notes: 

• Accounting policy disclosures (Note 2.3.12) 

• Disclosures for significant assumptions (Note 3) 

• Property, plant and equipment (Note 6) 

• Goodwill and intangible assets (Notes 7 and 8) 

 

The Company performs impairment testing annually for goodwill and indefinite-life intangible assets and, when 

circumstances indicate that there may be impairment, for other long-lived assets. Management judgment is 

involved in determining if there are circumstances indicating that testing for impairment is required, and in 

identifying CGUs for the purpose of impairment testing. 

 

The Company assesses impairment by comparing the recoverable amount of a long-lived asset, CGU or CGU 

group to its carrying value. The recoverable amount is defined as the higher of: (i) value in use; or (ii) fair value 

less cost to sell.  

 

In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax 

discount rate that reflects current market assessments of the time value of money and the risks specific to the 

asset. In determining fair value less costs to sell, an appropriate valuation model is used. These calculations are 

corroborated by valuation multiples or other available fair value indicators. 

 

The determination of the recoverable amount involves significant estimates and assumptions, including those 

with respect to valuation multiples, future cash inflows and outflows, discount rates, and asset lives. These 

estimates and assumptions could affect the Company’s future results if the current estimates of future 

performance and fair values change. These determinations will affect the amount of amortization expense on 

definite-life intangible assets recognized in future periods. 
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Where the carrying amount of an asset or CGU (or group of CGUs) exceeds its recoverable amount, the asset is 

considered impaired and is written down to its recoverable amount. Impairment losses, if any, of continuing 

operations are recognized in the consolidated statements of operations and comprehensive income in those 

expense categories consistent with the function of the impaired asset. 

 

A previously recognized impairment loss is reversed only if there has been a change in the assumptions used to 

determine the asset’s or CGU’s recoverable amount since the last impairment loss was recognized. The reversal is 

limited so that the carrying amount of the asset or group of assets does not exceed their recoverable amount, nor 

exceed the carrying amount that would have been determined, net of depreciation, had no impairment loss been 

recognized for the assets in prior years. Such reversal is recognized in the consolidated statements of operations 

and comprehensive income. Impairment losses relating to goodwill cannot be reversed in future periods. 

 

2.3.13 Cash 

  

Cash in the consolidated statements of financial position comprises cash balances that are subject to an 

insignificant risk of changes in value. 

 

2.3.14 Provisions 

 

Provisions are recognized when the Company has a present obligation (legal or constructive) as a result of a past 

event, it is probable that an outflow of resources embodying economic benefits will be required to settle the 

obligation and a reliable estimate can be made of the amount of the obligation.  

 

If the effect of the time value of money is material, provisions are discounted using a current pre-tax rate that 

reflects, when appropriate, the risks specific to the liability. When discounting is used, the subsequent increase in 

the provision due to the passage of time is recognized as a finance cost. 

 

2.3.15 Post-retirement benefits 

 

The Company’s post-retirement benefit plan (refer to Note 12) is unfunded and available to all Canadian hourly 

union personnel.  The plan provides prescription and vision benefits to eligible employees upon attainment of 

age 65 with at least 15 years of service.   

Post-retirement benefit costs for the plan are actuarially determined using the projected unit credit method pro-

rated on service and management’s best estimate of the appropriate discount rate, health care costs, inflation, 

mortality and other decrements.  The accrued benefit obligation is based on the present value of future benefits 

based on the last actuarial valuation completed as of December 31, 2019. 

 

Current and past years’ service costs, interest income or expenses and gains and losses on curtailments are 

recognized in the consolidated statements of operations and comprehensive income as they occur and at the date 

of a plan amendment or curtailment. 

 

Re-measurements, comprising actuarial gains and losses, are recognized immediately in the consolidated 

statements of financial position with a corresponding debit or credit to OCI in the period in which they occur. 

Re-measurements are not reclassified to net income in subsequent periods. 

 

2.3.16 Share-based compensation 

 

The Company has an equity-based compensation plan providing for the issuance of securities under which the 

grants will be made by the Company. Under the long-term incentive plan (the “LTIP”), the Board of Directors of 

the Company, at its discretion may grant share options, restricted shares, restricted share units in the form of 

time-based restricted share units ("RSUs") or performance-based share units (“PSUs”), stock appreciation rights 
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and deferred share units. The awards are settled in Common Shares of the Company and have no cash settlement 

alternatives. 

 

Share-based compensation costs are accounted for on a fair value basis, as measured at the grant date, which is 

generally the date at which both the Company and employee have a mutual understanding of the terms of the 

award.   

 

The compensation expense is based on the estimated number of awards that will eventually vest and adjustments 

for forfeitures are made as they occur.   

 

Upon exercise of options and settlement of RSUs and PSUs the amount recognized in contributed surplus for the 

award plus the cash received upon exercise is recognized as an increase in share capital. 

 

Options are granted with an exercise price equal to or greater than their fair value, as determined by the closing 

price on the TSX immediately preceding the grant date of the shares into which they may be converted. Options 

granted to directors of the Company fully vest on the one-year anniversary from the grant date. Options granted 

to persons other than directors of the Company vest at a rate of 25% or 33% per year on each anniversary date 

from the beginning of the vesting period. Options expire no later than the 10th anniversary of the beginning of 

the vesting period or upon termination of employment. 

 

The fair value of the share options is estimated using the Black-Scholes option-pricing model. Several 

assumptions are used in the underlying calculation of fair values of the Company’s share options using the Black-

Scholes option-pricing model, including the market value at grant date, expected life of the option, stock-price 

volatility, forfeiture rates, and risk-free interest rates. 

 

PSUs and RSUs granted represent the right to receive one Common Share of the Company for each PSU or RSU. 

PSUs vest on the third anniversary of the grant date if the weighted average price of the Common Shares on the 

TSX for the 90 day period immediately preceding the third anniversary of the grant date, measured over the 

three year term of the PSUs, increases 6% or more annually (using a compound annual growth rate) over the 

weighted average price of the Common Shares on the TSX for the 90 day period immediately preceding the 

grant date. 

 

The Company has determined that the above specified performance condition represents a market condition.   

Accordingly, the Company recognizes the compensation cost over the vesting period, irrespective of whether the 

market condition is satisfied, provided that service conditions are satisfied. 

 

The fair value of PSUs is estimated at grant date using the Monte Carlo simulation. Several assumptions are 

used in the underlying calculation of fair values of the Company’s PSUs, including the market value of a 

Common Share at grant date, expected dividend and stock-price volatility.  

 

The RSUs vest at a rate of 1/3 per year on each anniversary date from the beginning of the vesting period.  

 

The fair value of RSUs is measured at grant date based on the market value of a Common Share at grant date.  

 

Employee share purchase plan 

 

The Company maintains an Employee Share Purchase Plan (“ESPP”) for all eligible employees. Employees can 

contribute any amount of their eligible earnings subject to an annual cap of 10% of aggregate base salary and 

commissions to the ESPP. Share purchases occur 14 days following the end of the Company’s fiscal quarter (the 

“Purchase Date”), or the first business day thereafter if any Purchase Date is not a business day. Eligible 

employees are able to purchase Common Shares at 90 percent of the volume weighted average closing price on 

the TSX on the five trading days immediately preceding the Purchase Date.  
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Employees pay for their share purchases through payroll deductions at a rate equal to any whole percentage 

from 1 percent to 10 percent.  

 

Contributions to the ESPP are recorded as share capital at each Purchase Date.  

 

A maximum of 10% of the issued Common Shares outstanding are reserved for issuance under the LTIP and 

ESPP plans combined.  

 

2.3.17 Leases 

 

The Company assesses at contract inception whether the contract is, or contains, a lease. A contract is, or 

contains, a lease if the contract conveys the right to control the use of an identified asset for a period of time in 

exchange for consideration. 

 

The Company has applied judgment to determine the lease term for some lease contracts that include renewal 

options. The assessment of whether the Company is reasonably certain to exercise such options impacts the 

lease term, which affects the amount of lease liabilities and right-of-use assets recognized. 

 

The Company recognizes lease liabilities to make lease payments and right-of-use assets representing the right to 

use the underlying assets during the lease term for all leases.  

 

Right-of-use assets 

 

The Company recognizes right-of-use assets at the commencement date of the lease (i.e., the date the underlying 

asset is available for use). Right-of-use assets are measured at cost, less any accumulated depreciation and 

impairment losses, and adjusted for any remeasurement of lease liabilities. The cost of right-of-use assets 

includes the amount of lease liabilities recognized, initial direct costs incurred, and lease payments made at or 

before the commencement date less any lease incentives received. The recognized right-of-use assets are 

depreciated on a straight-line basis over the shorter of its estimated useful life and the lease term. Right-of-use 

assets are subject to impairment. 

 

The Company’s right-of-use assets are included in property, plant, and equipment. 

 

Lease liabilities 

 

At the commencement date of the lease, the Company recognizes lease liabilities measured at the present value 

of lease payments to be made over the lease term. The lease payments include fixed payments (including in-

substance fixed payments) less any lease incentives receivable, variable lease payments that depend on an index 

or a rate, and amounts expected to be paid under residual value guarantees.  

 

In calculating the present value of lease payments, the Company uses the incremental borrowing rate at the 

lease commencement date if the interest rate implicit in the lease is not readily determinable. After the 

commencement date, the amount of lease liabilities is increased to reflect the accretion of interest and reduced 

for the lease payments made. In addition, the carrying amount of lease liabilities is remeasured if there is a 

modification, a change in the lease term, a change in the in-substance fixed lease payments or a change in the 

assessment to purchase the underlying asset. 

 

The Company’s lease liabilities are included in other long-term liabilities. 

 

Short-term leases and leases of low-value assets 

 

The Company applies the short-term lease recognition exemption to its short-term leases of machinery and 
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equipment (i.e., those leases that have a lease term of 12 months or less from the commencement date and 

do not contain a purchase option). It also applies the lease of low-value assets recognition exemption to leases 

of office equipment that are considered to be low value. Lease payments on short-term leases and leases of low- 

value assets are expensed on a straight-line basis over the lease term. 

 

Previously under IAS 17, “Leases” (“IAS 17”), the Company classified leases at the inception date as a finance 

lease or an operating lease. A lease that transferred substantially all the risks and rewards incidental to 

ownership to the Company was classified as a finance lease. 

 

Finance leases were capitalized at the commencement of the lease at the inception date fair value of the leased 

property or, if lower, at the present value of the minimum lease payments. Lease payments were apportioned 

between finance charges and reduction of the lease liability so as to achieve a constant rate of interest on the 

remaining balance of the liability. Finance charges were recognized in finance costs in the consolidated 

statements of operations and comprehensive income (loss). 

 

A leased asset was depreciated over the useful life of the asset. However, if there was no reasonable certainty that 

the Company would obtain ownership by the end of the lease term, the asset was depreciated over the shorter of 

the estimated useful life of the asset and the lease term. 

 

The Company did not have any finance lease arrangements. 

 

An operating lease was a lease other than a finance lease. Operating lease payments were recognized as an 

operating expense in the consolidated statements of operations and comprehensive income (loss) on a straight-

line basis over the lease term. 

 

2.4 Recently adopted accounting standards 

 

The following accounting policy changes were adopted on January 1, 2019. The Company has also adopted other 

new standards which were effective from January 1, 2019 that did not have a material impact on the Company’s 

financial statements. 

 

2.4.1 IFRS 16, “Leases” 

 

IFRS 16, “Leases” (“IFRS 16”), replaces IAS 17 and its associated interpretative guidance. The new standard 

brings most leases on-balance sheet for lessees under a single model, eliminating the distinction between 

operating and finance leases. 

 

Transition to IFRS 16 

As at January 1, 2019, the Company has adopted IFRS 16 using the modified retrospective approach and 

measured the right-of-use asset at its carrying amount as if IFRS 16 had been applied since the commencement 

date. The Company elected to use the practical expedients allowing the use of a single discount rate to a portfolio 

of reasonably similar characteristics, use of hindsight to determine if the lease term of the contract contains 

options to extend or terminate the lease, and allowing the standard to be applied only to contracts that were 

previously identified as leases under IAS 17 and IFRIC 4 at the date of initial application. The Company also 

elected to use the exemptions proposed by the standard on lease contracts for which the lease terms end within 

12 months as of the date of initial application, and lease contracts for which the underlying asset is of low value. 
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The impact of adopting IFRS 16 as at January 1, 2019 (debit/(credit)) is as follows: 

 

$

Property, plant and equipment 7,434                                      

Accounts payable and accrued liabilities 300                                         

Deferred income tax liabilities 85                                            

Deficit 239                                         

Prepaid expenses and other current assets (259)                                        

Other long-term liabilities (7,799)                                     
 

The lease liabilities as at January 1, 2019 can be reconciled to the operating lease commitments as of December 

31, 2018, as follows: 

 

$

Operating lease commitments as at December 31, 2018 10,108                                                  

Weighted average incremental borrowing rate as at January 1, 2019 4.00%

Discounted operating lease commitments at January 1, 2019 8,840                                                   

Less: 

Commitments relating to short-term leases (576)                                                      

Leases not yet commenced but committed to (3,784)                                                  

Prepaid rent adjustment to lease liability (259)                                                      

Add: 

Payments in optional extension periods not recognized as at December 31, 2018 3,578                                                    

Lease liabilities as at January 1, 2019 7,799                                                   
 

Changes in Accounting Policy 

Before the adoption of IFRS 16, the Company classified each of its leases (as lessee) at the inception date as 

either a finance lease or an operating lease. The Company did not have finance leases and all operating lease 

payments were recognized as an operating expense in the consolidated statements of operations and 

comprehensive income on a straight-line basis over the lease term. 

 

Upon adoption of IFRS 16, the Company applied a single recognition and measurement approach for all leases, 

except for short-term leases and leases of low-value assets (refer to Note 2.3.17). 

 

3. Significant accounting judgments, estimates and assumptions 

 

The preparation of the Company’s consolidated financial statements requires management to make judgments, 

estimates and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and the 

accompanying disclosures, and the disclosure of contingent liabilities. Uncertainty about these assumptions and 

estimates could result in outcomes that require a material adjustment to the carrying amount of assets or 

liabilities affected in future periods. 

 

Judgments 

 

The Company has identified the following judgments, apart from estimates, that management made in the 

process of applying the Company’s accounting policies, and that have the most significant effect on the amounts 

recognized in the consolidated financial statements.  

 

Estimates and assumptions 

 

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date 

that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities 
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within the next financial year are described below. The Company based its assumptions and estimates on 

parameters available when the consolidated financial statements were prepared. Existing circumstances and 

assumptions about future developments, however, may change due to market changes or circumstances arising 

beyond the control of the Company. Such changes are reflected in the assumptions when they occur. 

 

Useful lives of property, plant and equipment and intangible assets with finite useful lives 

The Company employs significant estimates to determine the estimated useful lives of property, plant and 

equipment and intangible assets with finite useful lives, including assets arising from business combinations, 

considering industry trends such as technological advancements, past experience, expected use and review of 

asset lives. 

 

Components of an item of property, plant and equipment may have different useful lives. The Company makes 

estimates when determining depreciation methods, depreciation rates and asset useful lives, which requires 

taking into account industry trends and company-specific factors. The Company reviews these decisions at least 

once each year or when circumstances change. The Company will change depreciation methods, depreciation 

rates or asset useful lives if they are different from previous estimates.  

 

Long-lived assets valuation 

The Company performs impairment testing annually for goodwill and indefinite-life intangible assets and when 

circumstances indicate long-lived assets may be impaired. Management judgment is involved in determining if 

there are circumstances indicating that testing for impairment is required, and in identifying CGUs for the 

purpose of impairment testing. The Company assesses impairment by comparing the recoverable amount of a 

long-lived asset, CGU, or CGU group to its carrying value. The recoverable amount is defined as the higher of: (i) 

value in use; or (ii) fair value less costs of disposal. 

 

The determination of the recoverable amount involves significant estimates and assumptions. Fair value less 

costs to sell is determined using market multiples. Value in use is determined using future cash inflows and 

outflows, discount rates, growth rates and asset lives. These estimates and assumptions could affect the 

Company’s future results if the current estimates of future performance and fair values change. These 

determinations will affect the amount of amortization expense on definite-life intangible assets recognized in 

future periods. 

 

Valuation of inventory 

Management makes estimates of the future customer demand for products when establishing appropriate 

provisions for inventory. In making these estimates, management considers the product life of inventory and the 

profitability of recent sales of inventory. In many cases, products sold by the Company turn quickly and 

inventory on-hand values are low, thus reducing the risk of inventory obsolescence. However, code or “best 

before” dates are very important in the determination of realizable value of inventory. Management ensures that 

systems are in place to highlight and properly value inventory that may be approaching code dates. To the extent 

that actual losses on inventory differ from those estimated, inventory, net income, and comprehensive income 

will be affected in future periods. 

 

Estimating variable consideration for returns, trade merchandise allowances and sales promotional incentives 

The Company uses historical customer return data to determine the expected return percentages. These 

percentages are applied to determine the expected value of the variable consideration. Any significant changes in 

experience as compared to historical return pattern will impact the expected return percentages estimated by the 

Company.  

 

The Company provides for estimated payments to customers based on various trade programs and sales 

promotional incentives. The Company estimates the most likely amount payable to each customer for each trade 

and incentive program separately using (i) the projected level of sales volume for the relevant period; (ii) 

customer rates for allowances, discounts, and rebates; (iii) historical spending patterns; and (iv) sales lead time. 
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These arrangements are complex and there are a significant number of customers and products affected. 

Management has systems and processes in place to estimate and value these obligations.  

 

The Company updates its expected return, trade merchandise allowances and sales promotional incentives on a 

quarterly basis and the refund liability and trade and promotional accruals are adjusted accordingly. To the 

extent that payments differ from estimates of the related liability, accounts payable and accrued liabilities, net 

income, and comprehensive income will be affected in future periods. 

 

Measurement of fair values 

A number of the Company’s accounting policies and disclosures require the measurement of fair values, for both 

financial and non-financial assets and liabilities. When the measurement of fair values cannot be determined 

based on quoted prices in active markets, fair value is measured using valuation techniques and models. The 

inputs to these models are taken from observable markets where possible, but where this is not feasible, a degree 

of judgment is required in establishing fair values. Changes in assumptions about the inputs to these models 

could affect the reported fair value of the Company’s financial and non-financial assets and liabilities. 

 

Tangible and intangible assets acquired through business combinations are initially recorded at their fair values 

based on assumptions of management. These assumptions include estimating the cost of tangible assets and 

future expected cash flows arising from intangible assets identified. Financial instruments acquired are 

determined based on the amortized costs at the acquisition date that approximate their carrying values. 

 

To the extent that these estimates differ from those realized, the measured asset or liability, net income, and/or 

comprehensive income will be affected in future periods. Information about the valuation techniques and inputs 

used in determining the fair value of various assets and liabilities are disclosed in Notes 7, 12, 15, 16 and 20. 

 

Taxes 

The calculation of current and deferred income taxes requires the Company to make estimates and assumptions 

and to exercise judgment regarding the carrying values of assets and liabilities that are subject to accounting 

estimates inherent in those balances, the interpretation of income tax legislation across various jurisdictions, 

expectations about future operating results, the timing of reversal of temporary differences and possible audits of 

income tax filings by the tax authorities.  

 

Changes or differences in underlying estimates or assumptions may result in changes to the current or deferred 

income tax balances on the consolidated statements of financial position, a charge or credit to income tax 

expense in the consolidated statements of operations and comprehensive income and may result in cash 

payments or receipts.   

 

All income, capital and commodity tax filings are subject to audits and reassessments. Changes in interpretations 

or judgments may result in a change in the Company's income, capital or commodity tax provisions in the future.  

The amount of such a change cannot be reasonably estimated. 

 
4. Accounts Receivable 

 
As at December 31, 2019 2018

$ $

Trade 86,251                                  81,783                                   

Other miscellaneous receivables 4,314                                    517                                          

Allowance for expected credit losses (1,171)                                    (73)                                          

89,394                                 82,227                                    
 
The Company maintains an allowance for expected credit losses that represents its estimate of uncollectible 
amounts based on the Company’s historical credit loss experience, adjusted for forward-looking factors specific 
to the customers and the economic environment. 
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For the period ended December 31, 2019, the Company has recognized a $1,121 provision related to a receivable 
from a single customer due to an amount under dispute for collection. The amount has been measured based on 
the weighting of possible outcomes against the associated probabilities of the outcome of the dispute. 
 
The aging of receivables is as follows: 
 
As at December 31, 2019 2018

$ $

Current 74,233                                 62,088                                  

Aged 1-30 days past due 12,842                                  17,789                                    

Aged 31-60 days past due 1,749                                    1,827                                      

Aged > 60 days past due 1,741                                     596                                         

Allowance for doubtful accounts (1,171)                                    (73)                                          

89,394                                 82,227                                    
 
5. Inventories 

 

As at December 31, 2019 2018

$ $

Raw material and packaging 31,544                                  32,410                                   

Bulk product and work in process 12,202                                  9,029                                     

Packaged finished goods 41,165                                  33,709                                   

Inventory provision (2,963)                                  (3,069)                                    

81,948                                 72,079                                   

Inventories expensed during the year 199,594                               189,530                                  
 

An inventory provision is estimated by management based on historical sales, inventory aging and expiry, point 

of sales information and expected future sales and is included in cost of sales. Subsequent changes to the 

provision are recorded in cost of sales in the consolidated statements of operations and comprehensive income.

  

For the year ended December 31, 2019, inventory write-downs of $1,797 were expensed through cost of sales 

(2018 - $1,919). 
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6. Property, plant and equipment  

Land Buildings

Machinery 

and 

equipment

Right-of-use 

Assets     

(Note 14) Other Total

$ $ $ $ $ $

Cost

At January 1, 2018 2,497           23,649        31,339         -               4,737           62,222        

Additions -               154               8,870          -               2,081           11,105          

Disposals -               -               (308)            -               (562)             (870)            

At December 31, 2018 2,497           23,803        39,901         -               6,256           72,457         

Impact of new accounting standards 

adopted January 1, 2019 (Note 2) -               -               -               7,434           -               7,434           

Additions -               623              4,987           5,491           3,410           14,511          

Disposals -               (6)                 (47)               -               (40)               (93)               

At December 31, 2019 2,497         24,420      44,841      12,925       9,626         94,310      

Accumulated Depreciation

At January 1, 2018 -               4,419           10,724         -               1,906           17,049         

Depreciation for the year -               1,177            3,428          -               946              5,551            

Disposals -               -               (138)             -               (239)             (377)             

At December 31, 2018 -             5,596         14,014       -             2,613          22,223       

Depreciation for the year -               815               3,229           2,006          1,213            7,263           

Disposals -               (1)                  (42)               -               (39)               (82)               

At December 31, 2019 -             6,410         17,201        2,006        3,787         29,404      

Net book value

At December 31, 2019 2,497         18,010       27,640      10,919       5,839         64,906     

At December 31, 2018 2,497           18,207         25,887        -               3,643           50,234         
 

Other comprises furniture and fixtures, computer equipment, and leasehold improvements. 

 

7. Goodwill  

 

Goodwill acquired through business combinations is allocated to the Jamieson Brands operating segment for the 

purpose of impairment testing, which is expected to benefit from the synergies of the business combination in 

which the goodwill arose.  

 

The estimated recoverable amount was determined by the Company as the fair value less costs of disposal of the 

Jamieson Brands operating segment by using the capitalized adjusted EBITDA approach, based on a 11.5x 

multiple (2018 - 11.5x), whereby the Company referenced comparable companies in determining adjusted 

EBITDA multiples. Comparable companies were determined by reference to size and operation in similar 

industries. 

 

The impairment analysis is not sensitive to reasonable possible changes to the multiple.  

 

There have been no impairment losses recognized against goodwill during the years ended December 31, 2019 

and 2018. 

 

 

 

 

 

 

 

 

 

 



 
 
Jamieson Wellness Inc. 
Notes to the Consolidated Financial Statements 
December 31, 2019 and 2018  

 

- 26 - 
 

8. Intangible assets 

Customer 

relationships Trademarks

Registrations, 

licenses, and 

other Total

$ $ $ $

Cost

At January 1, 2018 101,585             115,124            272                  216,981           

Additions -                     -                   602                  602                  

At December 31, 2018 101,585             115,124            874                  217,583           

Additions -                     -                   471                   471                   

At December 31, 2019 101,585           115,124          1,345              218,054        

Accumulated amortization

At January 1, 2018 12,694               -                   23                     12,717              

Amortization charge for the year 3,397                 -                   98                    3,495               

At December 31, 2018 16,091               -                   121                   16,212              

Amortization charge for the year 3,441                 -                   212                   3,653               

At December 31, 2019 19,532             -                   333                 19,865           

Net book value

At December 31, 2019 82,053            115,124          1,012              198,189         

At December 31, 2018 85,494              115,124            753                   201,371            
  

The remaining amortization period of customer relationships is 22-25 years. Amortization is recorded in cost of 

sales on the consolidated statements of operations and comprehensive income. 

 

The carrying amount of indefinite-life intangible assets comprises trademarks, of which $68,000 is allocated to 

the domestic and international sales CGU and $47,124 is allocated to the Specialty Brands sales CGU (as defined 

in Note 23). The estimated recoverable amount was determined by the Company as the fair value less costs of 

disposal of the CGU by using the capitalized adjusted EBITDA approach, based on a 11.5x multiple (2018 - 11.5x), 

whereby the Company referenced comparable companies in determining adjusted EBITDA multiples. 

Comparable companies were determined by reference to size and operation in similar industries. 

 

Other comprises patents, registrations, definite-life trademarks, and business development costs. 

 

Please refer to Note 7 for the Company’s determination of the recoverable amount.  

 

There have been no impairments losses recognized against intangible assets during the years ended December 

31, 2019 and 2018. 

 

9. Accounts payable and accrued liabilities  

 

As at December 31, 2019 2018

$ $

Trade payables and accrued liabilities 33,126                                  44,481                                   

Trade and promotional accruals 22,917                                  28,336                                   

Refund liabilities 4,458                                   4,403                                     

Salaries, commissions and bonuses 6,929                                   5,391                                      

Termination benefits 270                                        802                                         

Accrued interest - current 95                                          68                                           

67,795                                 83,481                                    
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10. Related party transactions 

 

Balances and transactions between the Company and its subsidiaries, which are related parties of the Company, 

have been eliminated on consolidation and are not disclosed in this note. 

 

Share-based compensation 

 

The Company offers its employees a share-based compensation plan. Please refer to Note 16 for details of the 

share-based compensation awards.   

 

Compensation of key management personnel of the Company 

 

Key management personnel are those persons having authority and responsibility for planning, directing, and 

controlling the activities of the Company and/or its subsidiaries, directly or indirectly, including any non-executive 

director of the Company. 

 

Remuneration of key management personnel including C-suite executives of the Company comprises the following 

expenses: 

 

For the years ended December 31, 2019 2018

$ $

Short-term employee benefits 3,506                                   3,260                                     

Share-based compensation 2,542                                    1,935                                      

Total remuneration 6,048                                   5,195                                       
 

The amounts disclosed in the table are the amounts recognized as an expense during the reporting period related 

to key management personnel. 

 

11. Long-term debt 

 

As at December 31, 2019 2018

 $ $

Revolving credit facility 164,769                               41,000                                   

Term credit facility -                                        127,938                                 

Deferred financing fees -                                        (3,026)                                    

164,769                               165,912                                  

Less: Current portion -                                        (14,625)                                  

164,769                               151,287                                  

 
On September 27, 2019, JLL amended and restated its credit agreement (the “Initial Credit Agreement”) to add 

Jamieson Health Products USA Ltd. (collectively with JLL the “Borrowers”) as a co-borrower and to provide a 

secured revolving facility of $275,000 (including a $10,000 swingline facility) with the option to increase the 

revolving facility up to $475,000 (collectively, the “Credit Facilities”). The Credit Facilities mature on September 

27, 2024 with the outstanding principal repayable in full on this date. 

 

The Company concluded that the amendments to the Initial Credit Agreement represent a substantial 

modification of the terms with its lenders. Accordingly, extinguishment accounting was applied, resulting in the 

derecognition of the previous unamortized deferred financing fee of $1,949. Financing costs of $1,442 were 

incurred as part of the issuance of the Credit Facilities which have been expensed and recorded other expenses 

as shown in Note 18. 
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Prior to amendment, JLL entered into the Initial Credit Agreement on January 31, 2017 with a syndicate of 

lenders. The Initial Credit Agreement provided a secured term credit facility of $195,000 (with the option to 

increase the facility up to $255,000) and a secured revolving credit facility of $75,000 (including a $10,000 

swingline facility). Financing costs of $4,265 and $1,536 were incurred as part of the issuance of the term credit 

facility and revolving credit facility, respectively.  

 

For the year ended December 31, 2019, JLL made debt repayments of $4,875 (2018 - $9,750) applied against 

the initial term credit facility.  

 

For the year ended December 31, 2019, JLL made drawings of $33,327 (2018 - $37,910) and debt repayments of 

$11,454 (2018 - $26,910) applied against the initial revolving credit facility.  

 

For the year ended December 31, 2019, JLL made drawings of $13,897 and debt repayments of $35,064 applied 

against the Credit Facilities. 

 

For the year ended December 31, 2019, the weighted average interest rate on the Credit Facilities was 4.4% 

(2018 - 4.3%). 

 

The Credit Facilities are secured by security agreements and first charges over the assets including property, 

plant and equipment and intellectual property of the Borrowers and its certain other subsidiaries of JLL, subject 

to permitted liens. 

 

Under the terms of the Credit Facilities, the Borrowers are subject to restrictive covenants and must maintain an 

interest coverage ratio of not less than 3.00:1.00 and a leverage ratio not greater than 4.00:1.00. 

 

Notwithstanding the foregoing, if the Borrowers or certain subsidiaries of JLL make a permitted acquisition 

for total consideration that exceeds $25,000, then for the four-quarter period commencing with the fiscal 

quarter in which the closing of such permitted acquisition is consummated, the leverage ratio to be maintained 

is increased by 0.5x and is not greater than 4.50:1.00. The Borrowers are in compliance with all covenants as at 

the date of these consolidated financial statements. 

 

12. Post-retirement benefits 

 

The Company maintains an unfunded post-retirement benefit plan that provides health and vision care coverage 

to retirees at age 65 with 15 or more years of service.  The Company uses actuarial reports prepared by 

independent actuaries to measure its accrued obligation for funding and accounting purposes.  

 

Changes in the present value of the post-retirement benefit plan are as follows:  

 

As at December 31, 2019 2018

$ $

Balance, beginning of the year 2,923                                    4,856                                     

Benefits paid (20)                                        (13)                                          

Actuarial loss/(gain) 671                                         (2,512)                                     

Interest costs 117                                         170                                          

Current service costs 232                                        422                                         

Balance, end of the year 3,923                                    2,923                                     
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The following significant economic assumptions were employed to determine the accrued benefit obligation: 

 

As at December 31, 2019 2018

%  %

Benefit obligations

Discount rate - expense for the year 4.00                                      3.50                                        

Discount rate - year-end obligation 3.25                                       4.00                                       

Drug cost inflation - expense for the year 4.50 - 5.00 5.00 - 5.50

Drug cost inflation - year-end obligation 4.50 - 5.00 4.50 - 5.50  
 

Impact of an increase/decrease in the health care trend of 1%: 

 

As at December 31, 1% Increase 1% Decrease 1% Increase 1% Decrease 1% Increase 1% Decrease

2019 1,060            (787)               100                (71)                  35                   (26)                 

2018 771                   (574)                77                    (55)                   31                     (23)                  

Accrued benefit obligation Service cost Interest cost

 
 

The sensitivity analyses above have been determined based on a method that extrapolates the impact on the 

post-retirement benefit obligation as a result of reasonable changes in key assumptions occurring at the end of 

the reporting period. The sensitivity analyses are based on a change in a significant assumption, keeping all other 

assumptions constant. The sensitivity analysis may not be representative of an actual change in the post-

retirement benefit obligation as it is unlikely that changes in assumptions would occur in isolation of one 

another. The same method has been applied for the sensitivity analysis as used to calculate the recognized post-

retirement liability. 

 

The following payments are expected contributions to the post-retirement benefit plan in future years: 

 

As at December 31, 2019 2018

$ $

Within one year 28 19

Between 2 and 5 years 165 139

Between 5 and 10 years 477 407

Total expected payments 670 565

 
13. Income taxes 

 

The major components of income tax expense for the years ended December 31 are as follows: 

 

Years ended December 31, 2019 2018

$ $

Current income tax expense 9,540                                   10,380                                   

Deferred income tax expense 1,107                                     198                                         

Provision for income taxes 10,647                                 10,578                                     
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Reconciliation of effective tax rate  

 

Income tax expense varies from the amount that would be computed by applying the combined federal and 

provincial statutory income tax rates as a result of the following: 

 

As at December 31, 2019 2018

$ $

Income tax expense at combined statutory rate of 25.4% (2018 - 

25.9%) 10,745                                  9,628                                     

Non-deductible expenses 113                                         143                                          

Share-based compensation 985                                        794                                         

Deferred compensation -                                        (305)                                       

Other and deductible temporary differences not benefited (1,196)                                   318                                         

10,647                                 10,578                                     
 

Income tax recognized in other comprehensive income 

As at December 31, 2019 2018

$ $

Derivative instruments 1,136                                     (1,086)                                    

Post-retirement benefit plan 179                                         (649)                                       

1,315                                     (1,735)                                      
 

Deferred income tax assets and liabilities 

 

Deferred income tax assets and liabilities arise on the timing differences between accounting and tax treatment 

of goodwill and intangible assets, property plant and equipment, post-retirement employee benefit obligations, 

deferred financing fees, and non-capital losses carried forward. 
 

Deferred income tax assets and liabilities comprise the following: 

  

As at December 31, 2019 2018

$ $

Non-capital losses carried forward 900                                       367                                         

Deferred financing fees 1,645                                    3,057                                      

Post retirement 995                                        756                                         

Property, plant and equipment (7,572)                                   (5,483)                                    

Goodwill and intangible assets (47,181)                                 (48,903)                                 

Other 2,378                                    1,080                                     

Total deferred income tax liabilities (48,835)                               (49,126)                                  

Classified in the consolidated financial statements as:

Deferred income tax assets 2,272                                     2,403                                     

Deferred income tax liabilities (51,107)                                 (51,529)                                  

Net deferred income tax liabilities (48,835)                               (49,126)                                   
 

The Company has Canadian based non-capital loss carry forwards as at December 31, 2019 of $3,414 (2018 - 

$1,388) on a pre-tax basis. The non-capital loss expires in 2038-2039. 

 

14. Leases  

 

The Company has lease contracts for various items of property, plant, vehicles and other equipment used in its 

operations. Leases of property and plant generally have lease terms between 3 and 10 years, while motor 

vehicles and other equipment generally have lease terms between 2 and 5 years.  
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The Company also has certain leases with lease terms of 12 months or less. The Company applied the ‘short-

term lease’ recognition exemptions for these leases. Expense relating to short-term leases for the year ended 

December 31, 2019 is $587. 

 

Set out below are the carrying amounts of right-of-use assets and lease liabilities recognized and the movements 

during the period: 

 

Property and 

Plant Vehicles

Other 

Equipment Total

Lease 

liabilities

$ $ $ $ $

As at January 1, 2019 7,157                  262                    15                       7,434                 7,799                 

Additions 4,673                 24                       794                    5,491                 5,471                  

Depreciation Expense (1,812)                (118)                    (76)                     (2,006)               -                     

Interest Expense -                     -                     -                     -                     435                    

Prepaid Adjustment -                     -                     -                     -                     (25)                     

Payments -                     -                     -                     -                     (2,324)               

As at December 31, 2019 10,018             168                   733                   10,919             11,356              

Right-of-use assets

 
 

The following table shows the maturity profile of the Company’s financial liabilities based on contractual 

undiscounted payments as at December 31, 2019: 

$

Within one year 2,354                                      

After one year but not more than five years 5,881                                      

More than five years 5,711                                       

13,946                                   
 

The future cash outflows relating to leases that have not yet commenced are disclosed in Note 21. 

 

15. Share capital and redeemable preferred shares 

 

# $

As at January 1, 2019 38,207,114                         239,404                              

Exercise of stock options 758,333                                 3,357                                      

Employee stock purchase plan 24,495                                   463                                         

As at December 31, 2019 38,989,942                       243,224                               

# $

As at January 1, 2018 37,740,121                            234,908                                

Exercise of stock options 448,943                                 4,102                                      

Employee stock purchase plan 18,050                                   394                                         

As at December 31, 2018 38,207,114                            239,404                                 

Common Shares

Common Shares

 
 

As at December 31, 2019 and 2018, the authorized share capital consisted of: 

a) Unlimited number of Common Shares with no par value. The holders of Common Shares are entitled to 

receive dividends as declared from time to time, and are entitled to one vote per share at meetings of the 

Company. 

b) Unlimited number of Preference Shares, issuable in series. 
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16. Share-based compensation 

 

Outstanding options held to purchase Common Shares have the following expiry dates and exercise prices: 

 

2019 Outstanding Options 2019 Exercisable Options

Range of Exercise 

Prices

Number of 

Options 

Outstanding

Weighted 

Average 

Remaining 

Contractual Life 

(Years)

Weighted 

Average 

Exercise 

Price/Share

Number of 

Exercisable 

Options

Weighted 

Average 

Exercise 

Price/Share

$0.00-$10.00 547,752              5.67 3.11 547,752              3.11                      

$10.01-$20.00 1,237,060          6.66 15.35 898,793             14.91                   

$20.01-$30.00 1,134,964           6.73 22.38 159,020              24.72                   
 

The following is a summary of the Company’s share option plan activity for the years ended December 31: 

 

2019 2018

Number of 

Shares

Weighted 

Average 

Exercise 

Price/Share

Number of 

Shares

Weighted 

Average Exercise 

Price/Share

Outstanding, beginning of year 2,958,875         11.10 3,005,088          8.13                      

Granted 756,230             20.00 518,956                25.61                    

Exercised (749,333)           6.74 (448,944)             5.87                      

Forfeited (45,996)             15.43 (116,225)               19.35                    

Outstanding, end of year 2,919,776          15.79 2,958,875           11.10                     

Exercisable, end of year 1,605,565         11.85 2,089,269           6.91                        
 

The following is a summary of the Company’s PSU and RSU activity for the year ended December 31: 

 

2019 2018

PSUs RSUs PSUs RSUs

Outstanding beginning of year 95,706               27,000               -                        -                        

Granted 92,197                -                      108,280               27,000                 

Exercised -                      (9,000)               -                        -                        

Forfeited -                      -                      (12,574)                 -                        

Outstanding end of year 187,903             18,000               95,706                 27,000                 

Exercisable, end of year -                       -                      -                        -                         
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The inputs used in measuring the fair value of equity-based compensation granted during the years ended 

December 31 are shown in the table below. 

 

Type of compensation Options PSUs Options PSUs

Weighted average share price at the measurement date 20.00$                 24.67$                  25.61$                     25.01$                     

Weighted average fair value at the grant date 4.03$                     16.25$                   7.57$                       14.65$                     

Expected volatility (i) 27%-33% 25%-30% 32%-38% 32%-36%

Risk-free interest rate (ii) 1.4%-2.0% 1.7% 1.9%-2.1% 1.9%-2.3%

Expected life (in years) (iii) 4.0-5.5 3.0                          5.5-7 3.0                           

Expected dividend yield 1.6%-2.1% 1.9% 1.2%-1.5% 1.2%-1.3%

Pricing Model Black-Scholes Monte Carlo  Black-Scholes  Monte Carlo 

(ii) Based on Government of Canada Bonds.

2019 2018

(iii) Based on historical data and current expectations and is not necessarily indicative of exercise patterns that may occur. 

(i) Estimated by considering comparable industry share price volatility. The expected volatility reflects the assumption that the historical volatility 

over a period similar to the life of the options is indicative of future trends, which may not necessarily be the actual outcome either.

 
 

The fair value of RSUs granted during 2019 was $nil (2018 - $738). 

 

The Company’s share-based compensation expense for the year ended December 31, 2019 is $4,343 (2018 - 

$3,067), and is classified as contributed surplus in the Company’s consolidated financial statements. 

 

17. Employee benefits expense 

 

The Company recognized employee benefit expenses included in cost of sales and selling, general and 

administrative expenses on the consolidated statements of operations and other comprehensive income as 

follows: 

 
For the year ended December 31, 2019 2018

$ $

Salaries, wages and bonus 63,117                                   59,873                                   

Other employee benefits 12,721                                   12,205                                    

Post-retirement benefits (Note 12) 349                                        592                                         

76,187                                  72,670                                    
 

Additionally, the Company recognized termination benefits for the year ended December 31, 2019 of $480 (2018 

- $2,918) related to reorganization activities to gain flexibility and improve efficiency. The costs related to both 

years are mainly composed of severance costs and salary continuances. 

 

18. Other expenses  

 

As at December 31, 2019 2018

$ $

Deferred consideration -                                        (1,066)                                    

Consulting costs -                                        961                                          

Derecognition of deferred financing fees (Note 11) 1,949                                    -                                         

Credit facility financing costs (Note 11) 1,442                                    -                                         

Other (22)                                         403                                         

3,369                                    298                                          
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19. Interest expense and other financing costs 

 

As at December 31, 2019 2018

$ $

Interest on debt and borrowings 7,860                                   7,547                                      

Interest on lease liabilities (Note 14) 435                                        -                                         

Amortization of deferred financing fees (Note 11) 1,077                                     1,453                                      

9,372                                    9,000                                      
 

20. Financial instruments and risk management activities 

 

Financial instruments 

 

The Company’s financial assets and liabilities have been classified in Note 2. 

 

Fair value measurement  

Foreign exchange forward contracts measured at FVOCI are designated as hedging instruments in cash flow 

hedges for forecast purchases and sales in U.S. dollars and have been classified as Level 2 in the fair value 

hierarchy. Derivatives not designated in a formal hedging relationship are classified as FVTPL and classified as 

Level 2 in the fair value hierarchy. Net gains and losses on financial instruments held for trading consist of 

realized and unrealized gains and losses on derivatives that were de-designated or were otherwise not in a 

formal hedging relationship.  

 

The Company is holding the following foreign exchange forward contracts: 

 

Less than 1 

month

1 to 3 

months

3 to 6 

months

6 to 9 

months

9 to 12 

months Total

As at December 31, 2019

Notional Amount ($USD) 4,000         8,000         12,000       12,000       12,000       48,000      

Average forward rate (USD/CAD) 1.33              1.33              1.34              1.32              1.32              -               

As at December 31, 2018

Notional Amount ($USD) 3,000           6,000           9,000           9,000           9,000           36,000         

Average forward rate (USD/CAD) 1.25               1.25               1.25               1.30               1.29               -                

Maturity

 
 

The fair values and notional amounts of derivative financial instruments shown below are as at December 31: 

 

Notional Notional

Amount Asset Liability Amount Asset Liability

$USD $ $ $USD $ $

48,000     -             (1,292)        36,000       3,124           -              

2018

Fair Value

2019

Fair Value

Foreign currency forward contract 

designated as hedging instruments  
 

The terms of the foreign currency forward contracts match the terms of the expected highly probable forecast 

transactions. As a result, there is no hedge ineffectiveness to be recognized in the consolidated statements of 

operations and comprehensive income. 

 

Potential sources of hedge ineffectiveness are: 

• Differences in the timing of the cash flows of the hedged items and the hedging instruments; 

• The counterparty’s credit risk differently impacting the fair value movements of the hedging instruments and 

hedged items; and 

• Changes to the forecasted amount of cash flows of hedged items and hedging instruments. 
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The fair values of financial assets and liabilities classified as amortized cost (excluding long-term debt) 

approximate their carrying value due to their short-term nature. 

 

The carrying value of long-term debt as at December 31, 2019 and December 31, 2018 approximates their fair 

value. The fair value of the Company’s long-term debt was estimated based on discounted future cash flows 

using current rates for similar financial instruments subject to similar risks and maturities. The fair value of 

long-term debt is considered a Level 2 fair value measurement. 

 

There were no transfers between levels during 2019 and 2018.  

 

Financial instrument risk management objectives and policies  

 

The Company is exposed to credit risk, market risk and liquidity risk. The Company’s senior management 

oversees the management of these risks. The Company’s financial instruments and policies for managing these 

risks are detailed below. 

 

Credit risk 

 

Credit risk refers to the risk that a counterparty will default on its contractual obligations, resulting in financial 

loss to the Company. The Company is exposed to credit risk from its customers (primarily related to trade 

accounts receivable) in the normal course of business. The Company has adopted a policy of only dealing with 

creditworthy counterparties. To mitigate this risk, the Company carries out regular credit evaluations and 

purchases credit insurance for international customers, where appropriate, as a means of mitigating the risk of 

financial loss from defaults. 

 

The Company is also exposed to counterparty credit risk inherent in its financing activities, trade receivable 

insurance and foreign currency derivatives. The Company has assessed these risks as minimal. 

 

Market risk 

 

Foreign exchange risk 

Foreign exchange risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 

because of changes in foreign exchange rates. The Company’s exposure to the risk of changes in foreign 

exchange rates relates primarily from transactions in U.S. dollars such as a portion of trade accounts payable, 

trade accounts receivable and cash.   

 

The Company uses foreign exchange forward contracts to manage foreign exchange transaction exposure. As of 

December 31, 2019, $63,619 (2018 - $45,814) of anticipated foreign currency denominated sales and purchases 

have been hedged with underlying foreign exchange forward contracts settling at various dates in the year 

preceding the consolidated statements of financial position date.  

 

The following table demonstrates the sensitivity to a reasonably possible change in the U.S. dollar exchange rate, 

with all other variables held constant, of the Company’s net income before income taxes (due to changes in the 

fair value of monetary assets and liabilities including non-designated foreign currency derivatives) and the 

Company’s pre-tax OCI (due to changes in the fair value of foreign exchange forward contracts designated as 

cash flow hedges).  

 

Change in U.S.$ 

FX rate

Effect on income 

(loss) before tax

Effect on pre-tax 

OCI

As at December 31, % $ $

2019 5 650                     2,400                 
2018 5 388                       1,800                     
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The Company’s exposure to foreign currency changes for all other currencies is not material. 

 

Interest rate risk 

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 

because of changes in market interest rates. The Company’s accounts receivable and accounts payable are non-

interest bearing. The Company’s exposure to the risk of changes in market interest rates arises from long-term 

debt obligations issued at fixed rates that create fair value interest rate risk and variable rate borrowings that 

create cash flow interest rate risk. 

 

The Company manages its interest rate risk by having a balanced portfolio of fixed and variable rate loans and 

borrowings. 

With all other variables held constant, the sensitivity to a reasonably possible change in interest rates on floating 

rate borrowings of the Company would have the following impact to net income before income taxes: 

 

Increase/decrease 

in basis points

Effect on income (loss) 

before tax

As at December 31, +/- $

2019 100 1,779                                     

2018 100 1,773                                       
 

Changes in market interest rates cause the fair value of long-term debt with fixed interest rates to fluctuate but 

do not affect net income, as the Company’s debt is carried at amortized cost and the carrying value does not 

change as interest rates change. 

 

Commodity price risk 

The Company is exposed to price risk related to purchases of certain commodities used as raw materials. The 

Company may use fixed price contracts with suppliers to mitigate commodity price risk. Concentration in any 

one raw material is not significant to the Company.  

 

Liquidity risk 

 

Liquidity risk is the risk the Company will not be able to meet its financial obligations associated with financial 

liabilities. The Company is exposed to this risk mainly in respect of its accounts payable and accrued liabilities, 

various long-term debt agreements, obligations under its post-retirement benefits plan and lease commitments.   

 

The Company manages its liquidity risk through continuous monitoring of its forecast and actual cash flows and 

also through the management of its capital structure. The Company continually revises its available liquid 

resources as compared to the timing of the payment of liabilities to manage its liquidity risk. 

 

The contractual undiscounted principal cash flows payable in respect of financial liabilities as at the 

consolidated statements of financial position date were as follows: 

 

As at December 31, 2019 2018

$ $

Amounts payable in more than 12 months 180,284                               157,236                                  

Amounts payable in less than 12 months 70,149                                  98,106                                   

250,433                               255,342                                  
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Capital 

 

The Company’s objective is to maintain a cost-effective capital structure that supports its long-term growth 

strategy, supports the business and maximizes shareholder value. The Company typically uses leverage in its 

capital structure to reduce the cost of capital. The Company’s goal is to maintain its primary credit ratios and 

leverage at levels that are designed to provide continued access to investment-grade credit pricing and terms.  

 

The Company measures its credit profile using a number of metrics, some of which are non-IFRS measures, 

primarily cash, less long-term debt and bank indebtedness (“net cash (debt)”) to earnings before interest, 

income taxes, depreciation, amortization, restructuring and other related costs, and interest coverage. 

Additionally, the Company maintains a cash flow reserve to service obligations as they come due.  

 

In addition to senior debt, credit facilities, and equity, the Company uses leases as additional sources of 

financing. 

 

There have been no material changes to the Company’s risk management activities since inception of the 

Company’s operations. 

 

The Company is subject to capital requirements under the credit facility agreement, as described in Note 11. As 

at December 31, 2019, the Company was in compliance with all financial covenants. 

 

21. Commitments and contingencies 

 

Lease commitments 

The Company has lease contracts that have not yet commenced as at December 31, 2019. The future lease 

payments for these non-cancellable lease contracts are $3,247 within 5 years and $5,106 thereafter. 

General contingencies 

In addition, various claims and potential claims arising in the normal course of operation are pending against 

JLL.  It is the opinion of management that these claims or potential claims are without merit and the amount of 

potential liability, if any, is not determinable.  Management believes the final determination of these claims or 

potential claims will not materially affect the financial position or results of the Company. 

22. Segment information 

 

The Company has two reportable operating segments with all material operations carried out in Canada: 

 

• The Jamieson Brands segment principal activity is the manufacturing, distribution and marketing of branded 

natural health products including vitamins, minerals and supplements; and 

• The Strategic Partners segment principal activity is providing contract manufacturing services to consumer 

health companies and retailers worldwide. 

 

The Company’s chief operating decision maker evaluates segment performance on the basis of earnings from 

operations, as reported to internal management, on a periodic basis. 

 

Inter-segment revenues and expenses are eliminated upon consolidation and relate mainly to sales from the 

Strategic Partners segment to the Jamieson Brands segment. Transfer prices between operating segments are on 

an arm’s length basis in a manner similar to transactions with third parties. 
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Jamieson Brands

Strategic 

Partners Total

$ $ $

Revenue 265,843                  79,137                      344,980                  

Earnings from operations 50,081                     5,368                        55,449                     

Foreign exchange loss 404                           

Other expenses 3,369                        

Interest expense and other financing costs 9,372                        

Provision for income taxes 10,647                      

Net income 31,657                      

For the year ended December 31, 2019

 
 

Jamieson Brands Strategic Partners Total

$ $ $

Revenue 243,772                     76,004                       319,776                      

Earnings from operations 42,431                        4,726                          47,157                        

Foreign exchange loss 608                             

Other expenses 298                             

Interest expense and other financing costs 9,000                         

Provision for income taxes 10,578                        

Net income 26,673                       

For the year ended December 31, 2018

 
 

Share-based compensation is allocated to the Jamieson Brands operating segment. 

 

Geographic information 

Net income earned outside of Canada for the years ended December 31, 2019 and 2018 represents an 

insignificant portion of total net income. 

 

Information about major customers 

 

The following table provides the proportion of revenue attributed to each significant customer: 

 
For the years ended December 31, 2019 2018

Customer 1 13.9% 17.0%

Customer 2 9.7% 11.2%

23.6% 28.2%  
 

The revenue concentration noted mirrors the consolidated nature of the retail grocery landscape in Canada. It is 

management’s opinion that the loss of any customer, significant or otherwise, would not impact the Company’s 

viability. No other sales were made to any one customer that represented more than 10% of total sales. 

 

23. Revenue from contracts with customers 

 

The following table sets forth the disaggregation of the Company’s revenue from contracts with customers in the 

Jamieson Brands operating segment: 

 

For the years ended December 31, 2019 2018

$ $

Domestic sales 184,601                               170,000                                 

International sales 34,365                                 27,462                                   

Specialty Brands sales 46,877                                 46,310                                   

Total revenue from contracts with customers 265,843                              243,772                                 
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Revenues generated from our previous acquisitions of Body Plus and Lorna Vanderhaeghe Health Solutions Inc. 

are known as “Specialty Brands” given the availability of these brands across food, drug and health food channels. 

 

24. Income per share 

 

Basic income per share amounts are calculated by dividing the net income attributable to common shareholders 

of the Company less dividends declared and paid to preferred shareholders by the weighted average number of 

shares outstanding during the year. 

 

Diluted income per share amounts are calculated by dividing the net income attributable to common 

shareholders of the Company by the weighted average number of shares outstanding during the year, adjusted 

for the effects of potentially dilutive preferred shares, share options, PSUs, and RSUs. 

 

The following table sets forth the calculation of basic and diluted income per share (“EPS”), and reflects the 

impact of the share split as if it was retrospectively applied to all periods presented: 

 

Year ended December 31,

Net income 

available to 

common 

shareholders

Weighted 

average 

number of 

shares EPS $

Net income available 

to common 

shareholders

Weighted average 

number of shares EPS $

Basic

Continuing operations 31,657                      38,535,274        0.82                26,673                       38,009,443          0.70                 

Diluted

Continuing operations 31,657                      39,614,909       0.80               26,673                       39,531,078           0.67                 

2019 2018

 
 

 


