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Notice of No Auditor Review of Interim Financial Statements 
 
The accompanying unaudited interim financial statements of Bri-Chem Corp. (the “Company”) have been 

prepared by and are the responsibility of the Company’s management. 

 
The Company’s independent auditor has not performed a review of these condensed interim financial 

statements in accordance with standards established by the CPA Handbook for a review of interim 

financial statements by an entity’s auditor. 

 

 



 
 

 

The accompanying notes are an integral part of the interim condensed consolidated financial statements 
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Interim Condensed Consolidated Statements of Operations
(Canadian dollars)
(unaudited)

June 30 June 30 June 30 June 30
Note 2015 2014 2015 2014

(Note 2) (Note 2)

Sales 21,610,027$           35,185,988$       47,819,753$   81,133,207$     
Cost of sales 18,409,235 29,131,434 40,735,841 67,610,419

Gross margin 3,200,792 6,054,554 7,083,912 13,522,788

Expenses

Salaries and benefits 2,151,492 2,883,934 4,911,226 5,586,424

Selling, general and administration 1,328,895 1,872,018 2,753,747 3,328,340

Interest on short-term operating debt 362,429 406,802 922,757 836,554

Interest on long-term debt 282,817 310,156 582,924 625,815

Amortization on intangible assets 100,136 312,348 200,177 626,443

Depreciation on property and equipment 300,854 212,489 603,472 407,060

Interest on obligations under finance lease 4,623 887 5,681 1,773

Restructuring costs -                          -                      691,667 -                   

Foreign exchange loss/(gain) 1,016,155 596,894 (1,527,689) 194,510

5,547,401 6,595,528 9,143,962 11,606,919

(Loss)/earnings before income taxes (2,346,609) (540,974) (2,060,050) 1,915,869

Income tax (recovery) expense

Current (637,906) 13,046 (724,242) 705,797

Deferred 42,495 85,386

(637,906) 55,541 (724,242) 791,183

Net (loss)/earnings from continuing 

operations (1,708,703) (596,515) (1,335,808) 1,124,686

Discontinued operations

Net loss from discontinued operations -                          (2,579,502) -                   (12,268,345)

Net loss (1,708,703)$          (3,176,017)$      (1,335,808) (11,143,659)

(Loss)/earnings from continuing operations 

attributable to:

Shareholders of the Company (1,708,703) (596,515) (1,335,808) 1,124,686

Loss from discontinued operations 

attributable to:

Shareholders of the Company -                          (2,621,616) -                   (9,427,346)

Non-controlling interest -                          42,114 -                   (2,840,999)

Net loss attributable to:

Shareholders of the Company (1,708,703) (3,218,131) (1,335,808) (8,302,660)
Non-controlling interest -                          42,114 -                   (2,840,999)

(1,708,703) (3,176,017) (1,335,808) (11,143,659)

(Loss)/earnings per share from continuing 

and discontinued operations 6

Basic from continuing operations (0.07)$                     (0.02)$                 $ (0.06) 0.05$                  

Basic from discontinued operations -                          (0.11) -                   (0.39)

From net loss (0.07) (0.13) (0.06) (0.35)

Diluted from continuing operations (0.07) (0.02) (0.06) 0.05

Diluted from discontinued operations -                          (0.11) -                   (0.39)

From net loss (0.07)$                     (0.13)$                 (0.06)$             (0.35)$              

(three months ended) (six months ended)



 
 

 

The accompanying notes are an integral part of the interim condensed consolidated financial statements 
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Interim Condensed Consolidated Statements of Comprehensive Income
(Canadian dollars)

(unaudited)

June 30 June 30 June 30 June 30

2015 2014 2015 2014

Net loss (1,708,703)$   (3,176,017)$  (1,335,808)$     (11,143,659)$  

Other comprehensive income (loss), net of tax of $nil (2014-$nil)

    Foreign currency translation  adjustment 494,643 909,886 (2,690,981) (69,582)

Total comprehensive loss (1,214,060)$   (2,266,131)$  (4,026,789)$     (11,213,241)$  

Comprehensive loss attributable to:

    Shareholders of the Company (1,214,060)$   (2,308,245)$  (4,026,789)$     (8,372,242)$     

    Non-controlling interest -                   42,114 -                      (2,840,999)

Total comprehensive loss (1,214,060)$   (2,266,131)$  (4,026,789)$     (11,213,241)$  

(three months ended) (six months ended)

 

 

 



 
 

 

The accompanying notes are an integral part of the interim consolidated financial statements 
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Interim Condensed Consolidated Statements of Financial Position 
(Canadian dollars)      

(unaudited)      

  June 30 December 31 

  2015 2014 

Assets      

Current      

Accounts receivable  $  20,351,034 $ 45,465,731  

Inventories   45,036,613 57,294,436  

Prepaid expenses and deposits     1,347,459 1,845,288  

Income taxes receivable   1,546,411 622,582  

   68,281,517 105,228,037  

Non-current      

Property and equipment   14,273,491 13,468,196  

Intangible assets   1,841,828 1,991,611  

Goodwill   1,910,108 1,910,108  

Deferred tax assets   8,729,983 9,034,744  

Other long-term assets   151,073 145,890  

  $  95,188,000 $ 131,778,586  

      

Liabilities      

Current      

Bank indebtedness  $  33,997,969 $ 51,873,895  

Accounts payable and accrued liabilities   8,225,938 22,076,983  

Current portion of long-term debt   1,263,918 1,257,983  

Current portion of obligations under finance lease   59,873 23,533  

Current portion of promissory notes payable   246,831 —  

Deferred revenue                                                                     — 53,554  

Income taxes payable                       — 493,404  

   43,794,529 75,779,352  

Non-current      

Long-term debt   6,850,403 7,416,586  

Obligations under finance lease   136,800 53,810  

Promissory notes payable   230,721 449,800  

Deferred tax liabilities   701,721 692,810  

Other long-term liabilities   198,568 213,784  

   51,912,742 84,606,142  

Equity      

Share capital   33,263,473 33,474,669  

Contributed surplus   3,605,861 3,265,063  

Warrants   209,226 209,226  

Retained earnings   12,810,288 14,146,095  

Accumulated other comprehensive loss   (6,613,590) (3,922,609)  

   43,275,258 47,172,444  

  $  95,188,000 $ 131,778,586  
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Interim Condensed Consolidated Statements of Changes in Equity 
(Canadian dollars)                  

(unaudited)                  

  Share capital 
Contributed 

surplus Warrants 

Accumulated 
other 

comprehensive 
loss 

Retained 
earnings The Company 

Non-
controlling 

interest Total equity 

Balance at January 1, 2015  $ 33,474,669 

 

$ 3,265,063 

 

$ 209,226 

 

$ (3,922,609 ) $ 14,146,095 

 

$ 47,172,444 

 

$ — 

 

$ 47,172,444 

 

Repurchase of shares under Normal 
Course Issuer Bid  (211,196) 

 

— 

 

— 

 

— 

 

— 

 

(211,196) 

 

— 

 

(211,196) 

 

Employee share-based payment 
options  — 

 

340,798 

 

— 

 

— 

 

— 

 

340,798 

 

— 

 

340,798 

 

Net loss  — 

 

— 

 

— 

 

— 

 

(1,335,807) 

 

(1,335,807) 

 

— 

 

(1,335,807) 

 

Total other comprehensive loss  — 
 

— 
 

— 
 

(2,690,981) 
 

— 
 

(2,690,981) 
 

— 
 

(2,690,981) 
 

Balance at June 30, 2015  $ 33,263,473 

 

$ 3,605,861 

 

$ 209,226 

 

$ (6,613,590 ) $ 12,810,288 

 

$ 43,275,258 

 

$ — 

 

$ 43,275,258 

 

 
 

 

 Share capital 
Contributed 

surplus Warrants 

Accumulated 
other 

comprehensive 
income (loss) Retained earnings The Company 

Non-
controlling 

interest Total equity 

Balance at January 1, 2014 $ 33,647,907 
 

$ 2,532,361 
 

$ 209,226 
 
$ (1,659,150 ) $ 23,522,504 

 
$ 58,252,848 

 
$ 1,925,018 

 
$ 60,177,866 

 

Employee share-based payment 
options — 

 
472,793 

 
— 

 
— 

 
— 

 
472,793 

 
— 

 
472,793 

 

Net loss — 
 

— 
 

— 
 

— 
 

(8,302,660) 
 

(8,302,660) 
 

(2,840,999) 
 

(11,143,659) 
 

Total other comprehensive loss — 

 

— 

 

— 

 

(69,582)  — 

 

(69,582)  — 

 

(69,582)  

Balance at June 30, 2014 $ 33,647,907 
 

$ 3,005,154 
 

$ 209,226 
 
$ (1,728,732)  $ 15,219,844 

 
$ 50,353,399 

 
$ (915,981) 

 
$ 49,437,418 

 

 
The accompanying notes are an integral part of the interim condensed consolidated financial statements 

 



 
 

 

The accompanying notes are an integral part of the interim consolidated financial statements 
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Interim Condensed Consolidated Statements of Cash Flows 
(Canadian dollars)     
(unaudited)     

For the six months ended June 30, 2015 June 30, 2014 

Operating activities     

Net (loss)/earnings from continuing operations $ (1,335,808)  $ 1,124,686  

Adjustments for:     

Depreciation on property and equipment 603,472  407,060  

Amortization on intangible assets 200,177  626,443  

Amortization of debt related transaction costs 129,573  193,820  

Deferred tax expense  284,167  85,386  

Share-based payments 340,799  472,793  

Foreign exchange loss on debt 1,979,214  263,988  

Unrealized foreign exchange (gain)/loss (3,786,306)  11,095  

Interest on debt and finance leases 1,511,362  1,272,592  

Fair value amortization on promissory note —  6,668  

Lease inducement (17,760)  —  

Other gain  (2,610)  —  

Cash from operating activities before change in non-cash working capital (93,720)  4,464,531  

Change in non-cash working capital 25,548,480  6,710,158  

Cash provided by operating activities from continuing operations 25,454,760  11,174,689  

Cash used in operating activities in discontinued operations —  (3,214,162)  

Total cash provided by operating activities 25,454,760  7,960,527  

Financing activities     

Interest paid on debt and finance leases (1,511,362)  (1,296,806)  

Repayments on promissory notes payable —  (261,465)  

Repayments on operating line (22,362,210)  (7,620,908)  

Repayment of long-term debt (630,689)  (626,058)  

Repurchases of shares (211,196)  —  

Repayments of obligations under finance lease (23,775)  (3,089)  

Cash used in financing activities in continuing operations (24,739,232)  (9,808,326)  

Cash (used in) provided by financing activities in discontinued operations —  3,439,464  

Total cash used in financing activities (24,739,232)  (6,368,862)  

Investing activities     

Purchase of property and equipment (673,736)  (1,392,728)  

Purchase of intangible assets (50,394)  (13,756)  

Proceeds from sale of property and equipment 8,602  —  

Cash used in investing activities in continuing operations (715,528)  (1,406,484)  

Cash used in investing activities in discontinued operations —  (185,181)  

Total cash used in investing activities (715,528)  (1,591,665)  

Net increase in cash and cash equivalents —  —  

Cash and cash equivalents, beginning of the period —  —  

Cash and cash equivalents, end of the period $ —  $ —  



 

Notes to the Interim Consolidated Financial Statements 
For the three and six months ended June 30, 2015 

(Canadian dollars) 
(Unaudited) 
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1. Nature of operations 

 

Bri-Chem Corp.’s (“the Company” or "Bri-Chem") shares are publicly traded on the Toronto Stock Exchange 

under the symbol BRY. Since 1985, Bri-Chem is North America’s largest independent wholesale supplier 

of drilling fluids for the oil and gas industry. The Company provides drilling fluid products, cementing, 

acidizing and stimulation additives from multiple strategically located warehouses throughout Canada 

and the United States. Bri-Chem Corp., the Company’s parent, is incorporated and located in Canada.  Its 

registered and primary place of business is #15, 53016 Highway 60, Acheson, Alberta, T7X 5A7.   

 
2. Basis of presentation 

 

These unaudited interim condensed consolidated financial statements are prepared in accordance with 

International Accounting Standard ("IAS") 34, "Interim Financial Reporting". They do not contain all the 

necessary annual disclosures in accordance with International Financial Reporting Standards (“IFRS”). 

Accordingly, these unaudited interim condensed consolidated financial statements should be read in 

conjunction with the annual consolidated financial statements for the year ended December 31, 2014. 

 

These unaudited interim condensed consolidated financial statements, in all material respects, follow the 

same accounting policies and method of computation as the annual consolidated financial statements of 

the preceding fiscal year. 

 
The unaudited interim condensed consolidated financial statements for the quarter ended June 30, 2015 

were authorized for issue by the Board of Directors on August 6, 2015. 

 

3. Accounting policies 

 

These interim condensed consolidated financial statements have been prepared in accordance with the 

accounting policies adopted in the Company's annual financial statements for the year ended December 

31, 2014. 

 

4. Seasonality of operations 

 

Weather conditions can affect the sale of the Company’s products and services. The ability to move heavy 

equipment in the Canadian oil and natural gas fields is dependent on weather conditions. As a result, 

spring months in Western Canada and the duration of the spring break-up has a direct impact on the 

Company’s activity levels. In addition, many exploration and production areas in the northern Western 

Canadian Sedimentary Basin (“WCSB”) are accessible only in winter months when the ground is frozen 

hard enough to support the weight of heavy equipment. The timing of freeze-up and spring break-up 

affects the ability to move equipment in and out of these areas. As a result, late March through May is 

traditionally the Company’s slowest period. 

  



 

Notes to the Interim Consolidated Financial Statements 
For the three and six months ended June 30, 2015 

(Canadian dollars) 
(Unaudited) 
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5. Share capital 

 

Issued and outstanding     

Common shares Number Amount 

Balance, January 1, 2014 24,010,736  $ 33,647,907  

Issuance of shares upon exercise of options 30,000  42,000 

Shares repurchased and cancelled (164,610)  (215,238) 

Balance, December 31, 2014 23,876,126  $ 33,474,669  

Shares repurchased and cancelled (243,145)  (211,196) 

Share capital balance, June 30, 2015 23,632,981  $ 33,263,473  

 

6. (Loss) earnings per share 

 

Both the basic and diluted (loss) earnings per share have been calculated using the profit attributable to 

shareholders of the Company as the numerator.   

 

(three months ended) June 30, 2015 June 30, 2014 

Net loss from continuing operations attributable to the 
shareholders of the Company $ (1,708,703) 

 

$ (596,515) 

 

Net loss from discontinued operations attributable to the 
shareholders of the Company — 

 

(2,621,616) 

 

Total net loss attributable to the shareholders of the Company (1,708,703) 
 

(3,218,131) 
 

Basic weighted average number of ordinary shares 23,638,093  24,010,736  

Dilutive options issued and outstanding —  —  

Diluted weighted average number of ordinary shares 23,638,093  24,010,736  

     

Basic loss from continuing operations per share $                          (0.07)                                                       $                               (0.02)  

Diluted loss from continuing operations per share  (0.07)  (0.02)  

Basic loss from discontinued operations per share —  (0.11)  

Diluted loss from discontinued operations per share —  (0.11)  

Basic loss per share (0.07)                        (0.13)  

Diluted loss per share $                          (0.07)                                                      $ (0.13)  

 

 

 

 

 

 

 

 

 

 

 

 

 



 

Notes to the Interim Consolidated Financial Statements 
For the three and six months ended June 30, 2015 

(Canadian dollars) 
(Unaudited) 
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6. (Loss) earnings per share ɉÃÏÎÔȭÄɊ 

 

(six months ended) June 30, 2015 June 30, 2014 

Net (loss)/ earnings from continuing operations attributable to 
the shareholders of the Company $ (1,335,808) 

 

$ 1,124,686 

 

Net loss from discontinued operations attributable to the 
shareholders of the Company — 

 

(9,427,346) 

 

Total net loss attributable to the shareholders of the Company (1,335,808) 
 

(8,302,660) 
 

Basic weighted average number of ordinary shares 23,679,198  24,010,736  

Dilutive options issued and outstanding —  20,010  

Diluted weighted average number of ordinary shares 23,679,198  24,030,746  

     

Basic (loss)/earnings from continuing operations per share $                         ( 0.06)                                                       $                               0.05  

Diluted (loss)/earnings from continuing operations per share (0.06)  0.05  

Basic loss from discontinued operations per share —  (0.39)  

Diluted loss from discontinued operations per share —  (0.39)  

Basic loss per share (0.06)                        (0.34)  

Diluted loss per share $                         ( 0.06)                                                      $ (0.34)  

 

7. Segment reporting 

 

Operating segments are reported in a manner consistent with the internal reporting provided to the chief 

operating decision-makers. The chief operating decision-makers, who are responsible for allocating 

resources and assessing performance of the operating segments, have been identified as the Chief 

Executive Officer and Chief Financial Officer who make strategic decisions. 

 

The chief operating decision-makers consider the business from both a geographic and a product 

perspective. Geographically, management considers the performance in Canada and the USA. From a 

product perspective, management separately considers the fluids distribution, and fluids blending & 

packaging in these geographies. 

 

The chief operating decision-makers assess the performance of the operating segments based on a 

measure of EBITDA. This measurement basis excludes from net earnings the effects of interest, taxes, 

amortization and depreciation, and the effect of equity-settled share based payments. Corporate overhead 

costs, interest income and expenditure, excluding interest expense on finance leases, are not allocated to 

segments, as these types of activity are driven by the central treasury function, which manages the cash 

position of the Company. 

 

The amounts provided to the chief operating decision-makers with respect to total assets are measured 

in a manner consistent with that of the financial statements. These assets are allocated based on the 

operations of the segment and the physical location of the asset. 

 

The Company has five reportable segments: Fluids Distribution Canada, Fluids Distribution USA, Fluids 

Blending & Packaging Canada, Fluids Blending & Packaging USA, and Other.  

 



 

Notes to the Interim Consolidated Financial Statements 
For the three and six months ended June 30, 2015 

(Canadian dollars) 
(Unaudited) 
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7. Segment reporting ɉÃÏÎÔ΄ÄɊ 

 

The Other segment represents insignificant segments and all remaining costs not directly attributable to 

an operating segment, such as corporate overhead. Steel Pipe Distribution and Steel Pipe Manufacturing 

segments have been presented as discontinued operations following the sale of the Steel Pipe division in 

Canada. The transaction was closed on July 15, 2014. As a result of the sale transaction the Steel Pipe 

division ceased being a reportable segment of the Company. This transaction in addition to other changes 

in presentation, have resulted in comparative information being reclassified. 

 

Revenues between Fluids Blending & Packaging Canada and Fluids Distribution Canada are recorded on 

the same basis as an equivalent arm's length transaction. Revenue between the remaining divisions are 

recognized at cost. The revenue from external parties reported to the chief operating decision-makers is 

measured in a manner consistent with that in the consolidated statement of operations. 

 

 

  



 

Notes to the Interim Consolidated Financial Statements 
For the three and six months ended June 30, 2015 

(Canadian dollars) 
(Unaudited) 
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7. Segment reporting ɉÃÏÎÔ΄ÄɊ 

 

Selected financial information by reportable segment is disclosed as follows: 

 

Fluids Fluids
Distribution 

Canada

Distribution 

USA Other* Consolidated

Total revenues 4,884,324$          12,789,213$        17,673,537$        3,108,137$          1,429,371$          4,537,508$          -$                        22,211,045$        

Revenues from internal customers 30,208                   -                           30,208                   570,844                 (34)                          570,810                 -                           601,018                 

Revenues from external customers 4,854,116             12,789,213          17,643,329          2,537,293             1,429,405             3,966,698             -                           21,610,027          

Cost of sales 4,689,408             11,045,995          15,735,403          1,861,752             812,080                 2,673,832             -                           18,409,235          

EBITDA (34,014)                 (151,011)              (185,025)              (102,773)              209,430                 106,657                 (1,046,975)           (1,125,343)           

Amortization and depreciation 23,361                   106,637                 129,998                 29,092                   112,191                 141,283                 129,709                 400,990                 

Interest 388                          (3,010)                    (2,622)                    -                           6,864                      6,864                      645,627                 649,869                 

Share based compensation -                           -                           -                           -                           -                           -                           170,407                 170,407                 

Income tax (recovery)/expense (14,369)                 (309,205)              (323,574)              (34,602)                 54,233                   19,631                   (333,963)              (637,906)              

Segment profit (loss) $              (43,394)  $                 54,567  $                 11,173 $              (97,263)  $                 36,142 $              (61,121) $        (1,658,755) $        (1,708,703) 

Segment assets  $        28,836,349  $        38,012,200  $        66,848,549  $           8,157,715  $           4,124,309  $        12,282,024  $        16,057,427  $        95,188,000 

Capital expenditures  $                            -    $              130,908  $              130,908  $                    2,825  $                 64,133  $                 66,958  $                 55,091  $              252,957 

* Other includes corporate overhead costs.

Total Fluids 

Distribution

For 3 months ended June 30, 

2015

Total Fluids 

Blending & 

Packaging

Fluids 

Blending & 

Packaging CA

Fluids 

Blending & 

Packaging USA

 
  



 

Notes to the Interim Consolidated Financial Statements 
For the three and six months ended June 30, 2015 

(Canadian dollars) 
(Unaudited) 
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7. Segment reporting ɉÃÏÎÔ΄ÄɊ 

Fluids Fluids
Distribution 

Canada

Distribution 

USA Other* Consolidated

Total revenues 12,077,488$        18,179,869$        30,257,357$        3,922,481$          2,311,032$          6,233,513$          -$                        36,490,870$        

Revenues from internal customers 158,145                 (5,197)                    152,948                 1,138,624             13,310                   1,151,934             -                           1,304,882             

Revenues from external customers 11,919,343          18,185,066          30,104,409          2,783,857             2,297,722             5,081,579             -                           35,185,988          

Cost of sales 10,498,656          14,984,114          25,482,770          2,311,158             1,337,506             3,648,664             -                           29,131,434          

EBITDA 479,638                 777,533                 1,257,171             39,900                   409,303                 449,203                 (774,086)              932,288                 

Amortization and depreciation 38,628                   125,127                 163,755                 139,330                 215,291                 354,621                 6,461                      524,837                 

Interest 500                          2,877                      3,377                      -                           -                           -                           714,468                 717,845                 

Share based compensation -                           -                           -                           -                           -                           -                           230,580                 230,580                 

Income tax expense/(recovery) 89,304                   100,971                 190,275                 (5,385)                    65,759                   60,374                   (195,108)              55,541                   

Segment profit (loss)  $              351,206  $              548,558  $              899,764 $              (94,045)  $              128,253  $                 34,208 $        (1,530,487) $           (596,515) 

Segment assets  $        43,296,965  $        38,709,211  $        82,006,176  $           9,903,656  $           8,894,636  $        18,798,292  $           7,637,299  $     108,441,767 

Capital expenditures  $                    4,738  $           1,173,904  $           1,178,642  $                 51,533  $                            -    $                 51,533  $                            -    $           1,230,175 

* Other includes corporate overhead costs.

Total Fluids 

Distribution

For 3 months ended June 30, 

2014

Total Fluids 

Blending & 

Packaging

Fluids 

Blending & 

Packaging CA

Fluids 

Blending & 

Packaging USA

 
 

Fluids Fluids
Distribution 

Canada

Distribution 

USA Other* Consolidated

Total revenues 14,002,306$        24,277,752$        38,280,058$        8,586,013$          2,900,580$          11,486,593$        -$                        49,766,651$        

Revenues from internal customers 180,621                 201,269                 381,890                 1,553,299             11,709                   1,565,008             -                           1,946,898             

Revenues from external customers 13,821,685          24,076,483          37,898,168          7,032,714             2,888,871             9,921,585             -                           47,819,753          

Cost of sales 13,118,347          20,562,326          33,680,673          5,383,147             1,672,021             7,055,168             -                           40,735,841          

EBITDA (701,542)              (880,980)              (1,582,522)           37,656                   388,130                 425,786                 1,752,496             595,760                 

Amortization and depreciation 46,725                   243,736                 290,461                 61,552                   195,730                 257,282                 255,906                 803,649                 

Interest 804                          2,073                      2,877                      2,315                      7,213                      9,528                      1,498,957             1,511,362             

Share based compensation -                           -                           -                           -                           -                           -                           340,799                 340,799                 

Income tax (recovery)/expense (192,463)              (873,024)              (1,065,487)           (11,635)                 62,520                   50,885                   290,360                 (724,242)              

Segment profit (loss) $           (556,608) $           (253,765) $           (810,373) $              (14,576)  $              122,667  $              108,091 $           (633,526) $        (1,335,808) 

Segment assets  $        28,836,349  $        38,012,200  $        66,848,549  $           8,157,715  $           4,124,309  $        12,282,024  $        16,057,427  $        95,188,000 

Capital expenditures  $                            -    $              745,050  $              745,050  $                 10,700  $                 64,133  $                 74,833  $                 55,091  $              874,974 

* Other includes corporate overhead costs.

Total Fluids 

Distribution

For 6 months ended June 30, 

2015

Total Fluids 

Blending & 

Packaging

Fluids 

Blending & 
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Fluids 

Blending & 
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7. Segment reporting ɉÃÏÎÔ΄ÄɊ 

 

Fluids Fluids
Distribution 

Canada

Distribution 

USA Other* Consolidated

Total revenues 38,528,050$        31,174,236$        69,702,286$        12,132,192$        3,955,977$          16,088,169$        -$                        85,790,455$        

Revenues from internal customers 313,926                 488,114                 802,040                 3,838,697             16,511                   3,855,208             -                           4,657,248             

Revenues from external customers 38,214,124          30,686,122          68,900,246          8,293,495             3,939,466             12,232,961          -                           81,133,207          

Cost of sales 33,396,963          25,047,790          58,444,753          6,848,105             2,317,561             9,165,666             -                           67,610,419          

EBITDA 2,645,696             1,149,114             3,794,810             700,478                 517,208                 1,217,686             (126,189)              4,886,307             

Amortization and depreciation 76,083                   304,058                 380,141                 277,659                 362,780                 640,439                 12,923                   1,033,503             

Interest 1,026                      5,911                      6,937                      -                           -                           -                           1,457,205             1,464,142             

Share based compensation -                           -                           -                           -                           -                           -                           472,793                 472,793                 

Income tax expense/(recovery) 588,357                 42,408                   630,765                 145,230                 (3,357)                    141,873                 18,545                   791,183                 

Segment profit (loss)  $           1,980,230  $              796,737  $           2,776,967  $              277,589  $              157,785  $              435,374 $        (2,087,655)  $           1,124,686 

Segment assets  $        43,296,965  $        38,709,211  $        82,006,176  $           9,903,656  $           8,894,636  $        18,798,292  $           7,637,299  $     108,441,767 

Capital expenditures  $                 16,791  $           1,276,806  $           1,293,597  $                 56,637  $                            -    $                 56,637  $                 62,385  $           1,412,619 

* Other includes corporate overhead costs.

Total Fluids 

Distribution

For 6 months ended June 30, 

2014

Total Fluids 

Blending & 

Packaging

Fluids 

Blending & 

Packaging 

Fluids 

Blending & 

Packaging USA
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7. Segment reporting ɉÃÏÎÔ΄ÄɊ 

 

The Company’s operations are conducted in the following geographic locations: 

 

 

for the 3 months ended June 30, 2015 June 30, 2014 

Revenue     

Canada and International $ 7,391,409  $ 14,703,200  

United States 14,218,618  20,482,788  

 $ 21,610,027  $ 35,185,988  

     

Non-current assets     

Canada and International $ 16,003,966  $ 3,773,365  

United States 10,902,517  14,029,884  

 $ 26,906,483  $ 17,803,249  

 

for the 6 months ended June 30, 2015 June 30, 2014 

Revenue     

Canada and International $ 20,854,399  $ 46,507,620  

United States 26,965,354  34,625,587  

 $ 47,819,753  $ 81,133,207  

     

Non-current assets     

Canada and International $ 16,003,966  $ 3,773,365  

United States 10,902,517  14,029,884  

 $ 26,906,483  $ 17,803,249  

 

8. Related party transactions 

 

During the three and six months ended June 30, 2015, the Company incurred office sharing costs of 

$15,000 and $30,000 respectively (June 30, 2014 – $15,000 and $30,000), that were paid to a company 

over which a director has control. These office sharing costs were made on terms equivalent to those that 

prevail in arm’s length transactions. 

 

9. Capital management policies and procedures 

 

Management’s objectives when managing capital are to safeguard the Company’s ability to continue as a 

going concern, to provide an adequate return to shareholders, to meet external capital requirements on 

the Company’s debt and credit facilities and preserve financial flexibility in order to benefit from potential 

opportunities that may arise. 
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9. Capital management policies and procedures ɉÃÏÎÔ΄ÄɊ 

 

The Company includes the following in the definition of capital: 

 

 June 30 December 31 

 2015 2014 

Bank indebtedness $ 33,997,969  $ 51,873,895  

Long-term debt 8,114,321  8,674,569  

Promissory notes payable 477,552  449,800  

Obligations under finance lease 196,673  77,343  

Equity 43,275,258  47,172,444  

Total capital $ 86,061,773  $ 108,248,051  

 
The Company uses a combination of debt and equity financings to help it achieve its objectives.  The 

percentage levels of each capital component may change as the entity attempts to take advantage of 

prevailing market conditions. The Company is not subject to capital requirements imposed by a regulator. 

 

The bank indebtedness requires the Company to maintain certain financial covenants.  The Company 

monitors these requirements on a monthly basis.  Changes in certain key ratios and covenants are as 

follows: 

 

 June 30 Minimum December 31 Minimum 

 2015 required 2014 required 

       

Fixed charge coverage ratio  2.21 
 

To exceed 1.1  2.44 
 

To exceed  1.1 

Eligible capital expenditures $ 736,951 

 Not to exceed 
$1,172,760 $ 2,585,291 

 Not to exceed 
$5,806,980 

Funded term debt to EBITDA 0.68 

 Not to exceed 
 1.5:1 0.52 

 Not to exceed 
1.5:1 

 

The minimum covenants are noted in the above table. The Company monitors its covenants on an ongoing 

basis and reports on its compliance to its lender on a monthly basis. As at June 30, 2015, the Company was 

in compliance with all financial covenants.   

 

Due to current economic conditions and prices, compliance of financial covenants is highly dependent on 

realized oil pricing in 2015. The Company is currently in compliance with all financial covenants, however, 

sustained low commodity prices could bring the Company close to the threshold of the earnings based 

covenant under the Company’s loan facilities before the end of 2015. The Company is proactive in 

managing debt and expects to renegotiate the debt terms and related covenant requirements with the 

credit facility lenders to ensure continue compliance with revised covenants. 

 

Effective August 30, 2013, the Company is required to comply with two financial covenants being 

minimum fixed charge coverage ratio and a maximum annual eligible capital expenditures with the asset 

based lending agreement. 
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14. Capital management policies and procedures ɉÃÏÎÔ΄ÄɊ 

 

In addition, there is an additional covenant with the subordinated debenture relating to funded term debt 

to EBITDA. Failure to comply with the obligations in the credit facilities could result in a default which, if 

not cured or waived, would permit acceleration of the relevant indebtedness. 

 

The fixed charge coverage ratio under the subordinated debenture is set at a minimum of 1.10 to 1 level 

and defined as the trailing twelve months of EBITDA, less non-funded capital expenditures, to the sum of 

cash interest paid, plus cash income taxes paid, plus the aggregate of all dividends, distributions and 

principal repayments, and any amortization in the borrowing base of any eligible real property and/or 

eligible machinery and equipment. EBITDA is net income before interest on debt, taxes on net income and 

depreciation and amortization and non-recurring charges (including transaction and acquisition 

expenses) and extraordinary items and share based payments during any of its recently completed four 

fiscal quarters. Capital expenditures limit is set at a maximum of 120% of the consolidated budgeted 

yearly capital expenditures. The funded term debt to EBITDA covenant is set at a maximum of 1.50 to 1. 

Funded term debt is any term debt including, without limitation, the subordinated debt facility and any 

finance lease obligations. EBITDA is net income before interest on debt, taxes on net income and 

depreciation and amortization and non-recurring charges (including transaction and acquisition 

expenses) and extraordinary items and share based payments during any of its recently completed four 

fiscal quarters. 

 

 

 

 

 

(signed) “Don Caron”     (signed) “Eric Sauze” 

Don Caron, Director     Eric Sauze, Director 

 


