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IFRS transitiorrelated disclosure in MD&A of Canadian
Issuers

(Examples anacommentary based primarily alune 30, 2016lings by calendayear entities i.e. entities
changing to IFRS for their financial years beginning January 1, 2011)

In the attachmat to this memorandum, as an aid to preparers and users, we have compiled some
recent examples of IFR8&lated disclosures in MD&A of Canadian issuers, organized by industry
categories. Although we believe each of the selected examples provides an iimgnmeserence point
in at least some respects, we do not comment on their ultimate adequacy for regulatory or other
purposes.

The background to these disclosures is set out in CSA Staff No@9bsclosure of Expected Changes

in Accounting Policieglating to Changeover to International Financial Reporting StandalesStaff
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discuss in more detail the key decisions and changes the issuer has made, or will have to make, relating
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include decisioa about accounting policy choices available under IFRISttime Adoption of

International Financial Reporting Standaat®l other individual IFRS standards that are relevant to the
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In July 2010after reviewing a sample of disclosures conéairin annual MD&A for the year ended
December 31, 200%he CSA commented on the quality of disclosures made to date in CSA Staff Notice
52-326IFRS Transition Disclosure Reyjgwviding the following overall comment:

Overall, we found improvement in ¢hamount and quality of IFRS transition disclosure provided
by issuers. Issuers recognized the importance of this disclosure to their stakeholders and
demonstrated a willingness to provide disclosure consistent with the guidance in-S2052
However, wedentified areas where disclosure could be improved and consequently we asked,
when appropriate, that these issuers confirm future MD&A filings would contain enhanced IFRS
transition disclosure.

Based on our own review, the improvement noted by the @&kontinued through the first half of
2010, with the average length and degree of detail of {feéiRfied disclosures increasing significantly.

For many issuers, one of the most difficult issues attaching to these disclosures is to determine at what
point to provide quantitative as well as qualitative information, and what form this quantéati

information should takeStaff Notice52-320a i | (f &rdisduethas quantified information about the
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potential issues involved in determining when a particular item of information becomes avéibelée

issued More recently, Staff Notice 5226 contained these additional observations:
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During late 2009 and the first half of 2010, many companies started prepguantitative
information for the opening IFRS statement of financial position. As the process for preparing
this information continues, more quantitative information will become available during 2010,
and we believe it is important for investors to stawtunderstand the quantitative impacts that
they will begin to see in 2011. Given this, issuers should consider when they can communicate
guantified information in their 2010 interim and annual MD&A prior to final approval of IFRS
balances. For exampl& communicating the expected effects of IFRS changeover on significant
financial statement items, issuers may want to consider indicating, directionally, how significant
asset and liability balances may change as a result of accounting policy decisosjding
estimates of balances relating to the transition date balance sheet.

Disclosing quantitative information at an earlier date assists analysts and other users in preparing for the
changeover to IFRS and helps to dispel possible concerns andaimoes. However, issuers may not

have a complete picture of the anticipated impact of IFRS until late in the process, and may be reluctant

to disclose incomplete information prior to that point. Different companies weigh these pros and cons in
differentways, depending for instance on their overall disclosure philosophy and on the nature and

extent ofthe adjustments applyingtothen¢. KS / L/ ! Q&4 /Iy RAFY t SNF2NXI yOS
publicationPre2011 Communications about IFRS Convemiovides guidace on thinking through

these issues and others.

The attached examples all contaihleast some quantitative information. Although these are a small
minority at present, their number will certainly grow during the third quarter. Some of the examples
provide a numerical estimate of the overall impact of IFRS on their financial statements, even if
acknowledging that certain matters remain unresolved. Other examples quantify the impact of IFRS for
individual items, but do not currently pull these togetheta an overall estimateOther than the

comments cited above, the CSA has not setamyt particular method for providing the information.

Summary ofexamples

Cameco Corporation

EPCOR Utilities Inc

Genworth Ml Canada Inc

High Liner Foods Incorporated

Potash Corporation of Saskatchewan

Rogers Communications Inc.
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Superior Plus Corp

TMX Group Inc

Cameco Corporation

International financial reporting standards (IFRS)

The Accounting Standards Board requires Canadian publicly accountable enterprises to adopt IFRS effective January
1, 2011. Although IFRS has a conceptual framework that is similar to Canadian GAAP, there are significant
differences in recognition, measurement and disclosure.

We have developed a three-phase implementation plan that will ensure compliance and a smooth transition.

Senior management and the board'’s audit committee are actively involved in the process. A major public accounting
firm has been engaged to provide technical accounting advice and project management guidance.

Phase 1: Preliminary study and diagnostic — complete

During this phase, we:

« completed a high-level impact assessment

* prioritized areas to evaluate in phase 2

* developed a detailed plan for convergence and implementation

* determined which information technology systems need to be modified to meet IFRS reporting requirements. We
tested and implemented systems modifications by June 30, 2009.

Phase 2: Detailed component evaluation — complete

During this phase, we:

+ assessed the impact of the adoption of IFRS on our results of operations, financial position and financial statement
disclosures

* developed a detailed, systematic gap analysis of accounting and disclosure differences between Canadian GAAP
and IFRS, which will help us make final decisions about accounting policies and our overall conversion strategy

+ specified all changes we needed to make to existing business processes

See the detailed status below.

Phase 3: Embedding — in progress

During this final phase, we will:

+ carry out the changes to our business processes

+ receive the audit committee’s approval of our accounting policy changes

* complete the training process for our audit committee, board members and staff

* communicate the impact of the IFRS transition to external stakeholders

+ collect the financial information we need to create our 2010 and 2011 financial statements under IFRS
+ receive the hoard’s approval of the new statements



Progress update

During the quarter, we continued to evaluate key accounting policy alternatives and implementation decisions, but
have not yet completed our analysis of the full accounting effects of adopting IFRS. We are nearing completion of our
work relating to the quantification of our January 1, 2010 opening balances under IFRS. See Opening balances under
IFRS for more information about the most significant differences expected between our Canadian GAAP and IFRS
balances.

Senior management and the audit committee have approved our IFRS accounting policies, but IFRS standards are
evolving and may be different at the time of transition. The International Accounting Standards Board (IASB) has
several projects underway that could affect the differences between Canadian GAAP and IFRS. For example, we
expect that the standards for consolidation, liabilities, discontinued operations, financial instruments, employee
benefits and joint ventures could change before we adopt IFRS, and that IFRS for income taxes may change at a
later date. It is also possible that new guidance regarding accounting for borrowing costs may be issued and could
impact our current accounting treatment on transition. We have been monitoring and evaluating these changes, and
our analysis incorporates the standards we expect to be in effect at the time of transition.

We currently expect IFRS to affect our consolidated financial statements in the following key areas:

Asset impairment

We use a two-step approach to test for impairment under Canadian GAAP:

* We compare the carrying value of the asset with undiscounted future cash flows to see whether there is an
impairment.

« [f there is an impairment, we measure it by comparing the carrying value of the asset with its fair value.

International Accounting Standard (IAS) 36, Impairment of Assets, takes a one-step approach:
* Compare the carrying value of the asset with either its fair value less costs to sell or its value in use - whichever is
higher.

The difference in accounting for asset impairment could lead to greater volatility in our reported earnings in future
periods. The value-in-use test uses discounted future cash flows, thereby increasing the likelihood of asset
impairment relative to the undiscounted cash flow test applied under Canadian GAAP. Furthermore, IFRS requires
companies to reverse impairment losses (for everything except goodwill) if an impairment is reduced due to a change
in circumstances. Canadian GAAP does not allow companies to reverse impairment losses.



Employee benefits
We amortize past service costs on a straight-line basis over the expected average remaining service life of the plan
participants under Canadian GAAP.

IAS 19, Employee Benefits, requires companies to expense the past service cost component of defined benefit plans
on an accelerated basis. Vested past service costs must be expensed immediately. Unvested past service costs must
be recognized on a straight-line basis until the benefits vest. Companies will also recognize actuarial gains and

losses directly in equity rather than through profit or loss.

IFRS 1, First-Time Adoption of International Financial Reporting Standards, also allows companies to recognize all
cumulative actuarial gains and losses in retained earnings at the transition date.

Share-based payments

We measure cash-settled, share-based payments to employees based on the intrinsic value of the award under
Canadian GAAP. IFRS 2, Share-Based Payments, requires companies to measure payments at the award’s fair
value, both initially and at each reporting date.

We expect no material impact on our financial results due to this difference.

Provisions (Including asset retirement obligations)

IAS 37, Provisions, Contingent Liabilities and Contingent Assets, requires companies to recognize a provision when:
+ there is a present obligation due to a past transaction or event

+ itis probable (i.e. more likely than not) that an outflow of resources will be required to settle the obligation, and

» the obligation can be reliably estimated

Canadian GAAP uses the term “likely” in its recognition criteria, which is a higher threshold than “probable”, so some
contingent liabilities may be recognized under IFRS that were not recognized under Canadian GAAP.

IFRS also measures provisions differently. For example:

* When there is a range of equally possible outcomes, IFRS uses the midpoint of the range as the best estimate,
while Canadian GAAP uses the low end of the range.

* Under IFRS, material provisions are discounted to their present value.

Joint ventures

We proportionately account for interests in jointly controlled enterprises, such as our interest in BPLP, under
Canadian GAAP. The IASB has indicated that it expects to issue a new standard in 2010 that will replace IAS 31
Interests in Joint Ventures. It is considering Exposure Draft 9, Joint Arrangements (ED 9), which proposes that an
entity recognize its interest in a joint controlled enterprise using the equity method.

We expect to use the equity method to account for our joint venture interests when we transition to IFRS.

Income taxes

Under Canadian GAAP, we credit (or charge) income tax directly to equity only when it relates to items that we are
crediting (or charging) directly to equity in the same period. |IAS 12, Income Taxes, requires companies to credit (or
charge) income tax directly to equity whether or not the related item is credited (or charged) directly to equity in the
same period. This means we may have to recognize some income tax effects directly in equity rather than through

net income or loss.

Under Canadian GAAP, we cannot recognize deferred tax for a temporary difference that arises from intercompany
transactions. We record the taxes we pay or recover in these transactions as an asset or liability, and then recognize
them as a tax expense when the asset leaves the group or is otherwise used. |AS 12 requires entities to recognize
deferred taxes for temporary differences that arise from intercompany transactions, and to recognize taxes paid or
recovered in these fransactions in the period incurred.

The IASB may address these differences in a fundamental review of income tax accounting at some time in the
future, but this review is not likely to be socon.



Convertible debentures

Under Canadian GAAP, our convertible debentures, issued in 2003 and redeemed in 2008, were treated as a
compound instrument with a debt and equity component. We measured the debt component at amortized cost using
the effective interest rate method, while the equity component was measured at the issue date using the residual
method with no future changes in value recognized.

Under IFRS, we have concluded that these convertible debentures cannot be accounted for as a compound
instruments under IAS 32. The accounting for the debt component is unchanged, but we have concluded that the
conversion feature is to be accounted for as a derivative under IFRS. A derivative is required to be measured at fair
value at each reporting date with changes in value being recorded in earnings. For purposes of our IFRS transition,
we have measured the fair value of the conversion feature as at the redemption date and recorded an increase in
share capital offset by a corresponding decrease in retained earnings.

Given the significant increase in value of the conversion option as a result of increases in the stock price of Cameco
between the date of issuance and the date of redemption, a reclassification between retained earnings and share
capital has been recorded in the amount of $297 million.

Exploration expenses

Under Canadian GAAP, we charge expenditures for geological exploration programs to earnings as incurred. Once
the decision to proceed to development has been made, subsequent exploration and development expenditures
related to the project are then capitalized.

IFRS 6, Exploration for and Evaluation of Mineral Resources, allows companies to either capitalize or expense costs
incurred during the exploration and evaluation phase. Geological activities are considered to be classified as
exploration and evaluation during the time between obtaining the legal rights to explore a specific area and the
completion of a commercially viable technical feasibility study. IFRS 6 requires entities to select and consistently
apply an accounting policy specifying which expenditures are capitalized and which are expensed.

On transition to IFRS, we plan to maintain our current accounting policy of expensing all costs relating to exploration
and evaluation as they are incurred. As we do under Canadian GAAP, we will capitalize costs once we have
determined that a property has economically recoverable reserves. No adjustments are required on transition to
IFRS.



















































































































































