42

Interim Condensed Consolidated Financial Statements

Consolidated Statements of Earnings

(unaudited) THREE MONTHS ENDED MARCH 31
(in thousands of Canadian dollars, except shares and per share amounts) 2011 2010
Revenues

Management fees $ 492,062 $ 449,734

Administration fees 92,793 88,514

Distribution fees 89,691 72,849

Net investment income and other 45,860 54,212

720,406 665,309

Expenses

Commission 233,629 213,696

Non-commission 169,183 159,027

Interest 30,271 27,302

433,083 400,025

Earnings before income taxes 287,323 265,284
Income taxes 73,280 70,051
Net earnings 214,043 195,233
Perpetual preferred share dividends 2,213 3,467
Net earnings available to common shareholders $ 211,830 $ 191,766
Average number of common shares (in thousands) (Note 11)

— Basic 259,289 262,632

— Diluted 260,332 264,069
Earnings per share (in dollars) (Note 11)

— Basic $ 082 $ 0.73

— Diluted $ 081 $ 0.73

(See accompanying notes to interim condensed consolidated financial statements.)
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Consolidated Statements of Comprehensive Income

(unaudited) THREE MONTHS ENDED MARCH 31
(in thousands of Canadian dollars) 2011 2010
Net earnings $ 214,043 § 195,233

Other comprehensive income (loss), net of tax
Awvailable for sale securities

Net unrealized gains (losses), net of tax of $20 and $(1,353) (491) 7,453
Reclassification adjustment for (gains) losses included in net earnings,
net of tax of $328 and $972 (890) (5,550)
(1,381) 1,903
Employee benefits
Net actuarial gains (losses), net of tax of $(1,781) and $2,252 4,813 (6,090)
Investment in affiliate and other
Other comprehensive income (loss), net of tax of $(100) and $14 (15,703) (6,100)
(12,271) (10,287)
Comprehensive income $ 201,772 § 184,946

(See accompanying notes to interim condensed consolidated financial statements.)
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Consolidated Balance Sheets

(unaudited) MARCH 31  DECEMBER 31 JANUARY 1
(in thousands of Canadian dollars) 2011 2010 2010
Assets
Cash and cash equivalents $ 1,481,688 $ 1,573,626 $ 945,081
Securities (Note 2) 914,986 954,691 1,246,259
Loans Note 3) 4,169,942 4,094,652 3,928,361
Investment in affiliate 569,296 580,478 574,754
Deferred selling commissions 810,327 794,581 847,427
Other assets 402,519 405,579 470,153
Intangible assets 1,121,586 1,123,006 1,121,269
Goodwill 2,639,519 2,639,465 2,613,532
$12,109,863 $ 12,166,078 $ 11,746,836
Liabilities
Deposits and certificates $ 818,193 § 834,801 $§ 907,343
Repurchase agreements (Note 2) 641,350 635,302 629,817
Other liabilities 720,535 823,913 742,200
Deferred income taxes 298,555 264,255 288,456
Obligations to securitization entities (Note 4) 3,527,689 3,505,451 3,310,084
Long-term debt (Noze 5) 1,775,000 1,775,000 1,575,000
7,781,322 7,838,722 7,452,900
Shareholders’ Equity
Share capital
Perpetual preferred shares 150,000 150,000 150,000
Common shares 1,577,686 1,567,725 1,562,925
Contributed surplus 36,454 37,785 37,845
Retained earnings 2,601,735 2,596,909 2,534,216
Accumulated other comprehensive income (loss) (37,334) (25,063) 8,950
4,328,541 4,327,356 4,293,936

$ 12,109,863 $ 12,166,078 $ 11,746,836

The financial statements were approved by the Board of Directors and authorized for issue on May 6, 2011.

(See accompanying notes to interim condensed consolidated financial statements.)
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Consolidated Statements of Changes in Shareholders’ Equity

(unaudited) THREE MONTHS ENDED MARCH 31
(in thousands of Canadian dollars) 2011 2010
Share capital — Perpetual preferred shares Nore 6)
Balance, end of period $ 150,000 $ 150,000
Share capital - Common shares (Noze 6)
Balance, beginning of period 1,567,725 1,562,925
Issued under stock option plan 22,106 10,949
Purchased for cancellation (12,145) (3,229)
Balance, end of period 1,577,686 1,570,645
Contributed surplus
Balance, beginning of period 37,785 37,845
Stock options
Current period expense 1,272 (1,001)
Exercised (2,603) (1,431)
Balance, end of period 36,454 35,413
Retained earnings
Balance, beginning of period 2,596,909 2,534,216
Net earnings 214,043 195,233
Perpetual preferred share dividends 2,213) (3,467)
Common share dividends (132,426) (134,491)
Common share cancellation excess and other Note 6) (74,578) (18,585)
Balance, end of period 2,601,735 2,572,906
Accumulated other comprehensive income (loss) on:
Available for sale securities
Balance, beginning of period 2,357 1,321
Change in unrealized gains (losses), net of tax (1,381) 1,903
Balance, end of period 976 3,224
Employee benefits
Balance, beginning of period (24,359) -
Change in actuarial gains (losses), net of tax 4,813 (6,090)
Balance, end of period (19,546) (6,090)
Investment in affiliate and other
Balance, beginning of period (3,061) 7,629
Other comprehensive income (loss), net of tax (15,703) (6,100)
Balance, end of period (18,764) 1,529
Total accumulated other comprehensive income (loss), end of period (37,334) (1,337)
Total Shareholders’ Equity $ 4,328,541 $ 4,327,627

(See accompanying notes to interim condensed consolidated financial statements.)
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Consolidated Statements of Cash Flows

(unaudited) THREE MONTHS ENDED MARCH 31
(in thousands of Canadian dollars) 2011 2010
Operating activities
Net earnings $ 214,043 $§ 195,233
Adjustments to determine net cash from operating activities
Deferred income taxes 32,688 14,817
Commission amortization 72,469 74,656
Amortization of property, plant and equipment and intangible assets 8,143 8,130
Changes in operating assets and liabilities and other (98,191) (70,906)
229,152 221,930
Commissions paid (88,215) (80,942)
140,937 140,988
Financing activities
Net decrease in deposits and certificates (16,608) (5,792)
Net increase in obligations related to assets sold under repurchase agreements 6,048 -
Net increase in obligations to securitization entities 21,491 13,993
Issue of common shares 20,704 13,782
Common shares purchased for cancellation (86,244) (21,934)
Perpetual preferred share dividends paid (2,213) -
Common share dividends paid (133,105) (134,609)
(189,927)  (134,560)
Investing activities
Purchase of securities (73,983) (75,122)
Proceeds from the sale of securities 109,682 304,622
Net (increase) decrease in loans (72,826) 4,404
Net additions to property, plant and equipment (3,851) (1,755)
Net additions to intangible assets (1,970) (6,550)
(42,948) 225,599
(Decrease) increase in cash and cash equivalents (91,938) 232,027
Cash and cash equivalents, beginning of period 1,573,626 945,081
Cash and cash equivalents, end of period $ 1,481,688 $ 1,177,108
Cash $ 88,248 § 75,348
Cash equivalents 1,393,440 1,101,760
$ 1,481,688 $ 1,177,108
Supplemental disclosure of cash flow information
Amount of interest and dividends received $ 57902 § 55,464
Amount of interest paid during the period $ 34,072 § 28,380
Amount of income taxes paid during the period $ 92,538 § 76,659

(See accompanying notes to interim condensed consolidated financial statements.)
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Notes to the Interim Condensed Consolidated Financial Statements

MARCH 31, 2011 (unaudited) (In thousands of Canadian dollars, except shares and per share amounts)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The unaudited interim Condensed Consolidated Financial Statements (Interim Financial Statements) of IGM Financial
Inc. (the Company) have been prepared in accordance with Canadian generally accepted accounting principles applicable
to publicly accountable enterprises which is International Financial Reporting Standards (IFRS). As these Interim Financial
Statements represent the Company’s initial presentation of its results and financial position under IFRS, they were
prepared in accordance with IAS 34, Interim Financial Reporting, and IFRS 1, First-time Adoption of IFRS (IFRS 1). These
Interim Financial Statements have been prepared in accordance with accounting policies the Company expects to adopt in
its December 31, 2011 Consolidated Financial Statements and are based on the IFRS standards and International Financial
Reporting Interpretations Committee (IFRIC) interpretations that the Company expects to be applicable at that time. The
policies set out below were consistently applied to all the periods presented unless otherwise noted.

The Company’s Consolidated Financial Statements were previously prepared in accordance with Canadian generally
accepted accounting principles (previous Canadian GAAP). Previous Canadian GAAP differs in some areas from IFRS.
In preparing these interim financial statements, management has amended certain accounting policies and valuation
methods applied in the previous Canadian GAAP financial statements to comply with IFRS. The comparative figures for
2010 were restated to reflect these differences. Certain information and note disclosures which are considered material to
the understanding of the Company’s interim financial statements and which are normally included in annual financial
statements prepared in accordance with IFRS are included along with reconciliations and descriptions of the effect of the
transition from previous Canadian GAAP to IFRS (Note 14).

Use of judgment, estimates and assumptions

The preparation of financial statements in conformity with IFRS requires management to exercise judgment in the
process of applying accounting policies. It also requires management to make estimates and assumptions that affect the
amounts reported in the Interim Financial Statements and accompanying notes. The key areas where judgment has been
applied include: the determination of which financial assets should be derecognized; assessment of the appropriate
classification of financial instruments, including those classified as fair value through profit or loss; and the determination
that significant influence exists for its investment in affiliate. Key components of the financial statements requiring
management to make estimates include the fair value of financial instruments, goodwill, intangible assets, income taxes,
deferred selling commissions, provisions and employee benefits. Actual results may differ from such estimates.

Basis of consolidation

The Consolidated Financial Statements include the accounts of the Company and all subsidiaries on a consolidated basis

after elimination of intercompany transactions and balances. The Company is controlled by Power Financial Corporation.
Investments in affiliates are investments over which the Company has significant influence but not control and are

accounted for using the equity method, where the investments in affiliates are initially recorded at cost and the carrying

amounts are increased or decreased to recognize the Company’s share of the profit or loss of the investees after the date

of acquisition. The equity method is used for the Company’s investment in Great-West Lifeco Inc. (Lifeco).

Revenue recognition

Management fees are based on the net asset value of mutual fund assets under management and are recognized on an
accrual basis as the service is performed. Administration fees are also recognized on an accrual basis as the service is
performed. Distribution fees derived from mutual fund and securities transactions are recognized on a trade date basis.
Distribution fees derived from insurance and other financial services transactions are recognized on an accrual basis.

Financial instruments

All financial assets are classified in one of the following categories: available for sale, at fair value through profit or loss, or
loans and receivables. The classification depends on the purpose for which the financial assets were acquired. Management
determines the classification of its financial assets at initial recognition. Financial assets at fair value through profit or loss
are financial assets classified as held for trading or upon initial recognition are designated by the Company as fair value
through profit or loss. Financial assets are classified as held for trading if acquired principally for the purpose of selling in
the short-term. Derivatives are also categorized as held for trading unless they are designated as hedges. Loans and
receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market.
Awailable-for-sale financial assets are non-derivative financial instruments that are either designated in this category or not
classified in any of the other categories.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (ontinued

Financial instruments (continued)

All financial assets are carried at fair value in the Consolidated Balance Sheets, except loans and receivables which are
carried at amortized cost using the effective interest method. Financial liabilities are classified as either financial liabilities
measured at amortized cost, which are carried at amortized cost using the effective interest method, or fair value through
profit or loss, which are carried at fair value.

Unrealized gains and losses on financial assets classified as available for sale as well as other comprehensive income
amounts, including unrealized foreign currency translation gains and losses related to the Company’s investment in its
affiliate, are recorded in the Consolidated Statements of Comprehensive Income on a net of tax basis. Accumulated other
comprehensive income forms part of Shareholders’ equity.

Cash and cash equivalents

Cash and cash equivalents comprise cash and temporary investments consisting of highly liquid investments with short-
term maturities. Interest income is recorded on an accrual basis in Net investment income and other in the Consolidated
Statements of Earnings.

Securities
Investment securities, which are recorded on a trade date basis, are classified as either available for sale or fair value
through profit or loss.

Awvailable for sale securities comprise equity securities held for long-term investment, investments in proprietary
investment funds and fixed income securities. Realized gains and losses on disposal of available for sale securities,
dividends declared, interest income, as well as the amortization of discounts or premiums using the effective interest
method, are recorded in Net investment income and other in the Consolidated Statements of Earnings. Unrealized gains
and losses on securities designated as part of a fair value hedging relationship are recorded in Net investment income and
other in the Consolidated Statements of Earnings. Unrealized gains and losses on available for sale securities not
designated as part of a hedging relationship are recorded in Other comprehensive income until they are realized or until
management determines that there is objective evidence of impairment in value that is significant or prolonged, at which
time they are recorded in the Consolidated Statements of Earnings.

Fair value through profit or loss securities are held for trading and are comprised of Canada Mortgage Bonds and
fixed income securities. Unrealized and realized gains and losses as well as interest income on these securities are
recorded in Net investment income and other in the Consolidated Statements of Earnings.

Loans
Loans are classified as either held for trading or loans and receivables, based on the Company’s intent to sell the loans in
the near term.

Loans classified as held for trading are recorded at fair value, with changes in fair value recorded in Net investment
income and other. Loans classified as loans and receivables are carried at amortized cost less an allowance for credit
losses. Interest income is accounted for on the accrual basis using the effective interest method for all loans other than
impaired loans and is recorded in Net investment income and other in the Consolidated Statements of Earnings.

A loan is classified as impaired when, in the opinion of management, there no longer is reasonable assurance of the
timely collection of the full amount of principal and interest. A loan is also classified as impaired when interest or principal
is contractually past due 90 days, except in circumstances where management has determined that the collectibility of
principal and interest is not in doubt.

The Company maintains an allowance for credit losses which is considered adequate by management to absorb all
credit related losses in its portfolio. Specific allowances are established as a result of reviews of individual loans. There is a
second category of allowance, the designated general allowance, which is allocated against sectors rather than specifically
against individual loans. This allowance is established where a prudent assessment by management suggests that losses
have occurred but where such losses cannot yet be identified on an individual loan basis.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (ontinued

Derecognition

The Company enters into transactions where it transfers financial assets recognized on its balance sheet. The
determination of whether the financial assets are derecognized is based on the extent to which the risks and rewards of
ownership are transferred. The gains or losses and the servicing fee revenue for financial assets that are derecognized
are reported in Net investment income and other in the Consolidated Statements of Earnings. The transactions for
financial assets that are not derecognized are accounted for as secured financing transactions.

Deferred selling commissions

Commissions paid on the sale of certain mutual funds are deferred and amortized over their estimated useful lives, not
exceeding a period of seven years. Commissions paid on the sale of deposits are deferred and amortized over their
estimated useful lives, not exceeding a period of five years. When a mutual fund client redeems certain units in mutual
funds, a redemption fee is paid by the client and is recorded as revenue by the Company. The remaining unamortized
deferred selling commission asset attributable to the initial sale of these mutual fund units is recorded as a disposal. The
Company regularly reviews the carrying value of deferred selling commissions with respect to any events or circumstances
that indicate impairment. Among the tests performed by the Company to assess recoverability is the comparison of the
future economic benefits derived from the deferred selling commission asset in relation to its carrying value.

Property, plant and equipment

Property, plant and equipment, which are included in Other assets, are recorded at deemed cost of $271.2 million at
March 31, 2011 (December 31, 2010 - $267.5 million; January 1, 2010 - $260.7 million), less accumulated amortization

of $166.1 million (December 31, 2010 - $162.8 million; January 1, 2010 - $159.0 million). Buildings, furnishings and
equipment are amortized on a straight-line basis over their estimated useful lives, which range from 3 to 10 years for
equipment and furnishings and 10 to 50 years for the building and its components. Property, plant and equipment are tested
for impairment whenever events or changes in circumstances indicate that the carrying amount may not be recoverable.

Goodwill and intangible assets
The Company tests the fair value of goodwill and indefinite life intangible assets for impairment at least once a year and more
frequently if an event or circumstance indicates the asset may be impaired. An impairment loss is recognized if the amount of
the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an asset’ fair value less
selling expenses or its value in use. For the purposes of assessing impairment, assets are grouped at the lowest levels for which
there are separately identifiable cash inflows (cash generating units). Intangible assets with finite lives are amortized on a
straight-line basis over their estimated useful lives, not exceeding a period of 20 years. Finite life intangible assets are tested for
impairment whenever events or changes in circumstances indicate that the carrying amounts may not be recoverable.

Mutual fund management contracts have been assessed to have an indefinite useful life as the contractual right to
manage the assets has no fixed term.

Trade names have been assessed to have an indefinite useful life as they contribute to the revenues of the Company’s
integrated asset management business as a whole and the Company intends to utilize them for the foreseeable future.

Employee benefits

The Company maintains a number of employee benefit plans. These plans include a funded defined benefit pension plan
for all eligible employees, unfunded supplementary executive retirement plans (SERP) for certain executive officers, and
an unfunded post-retirement health care and life insurance plan for eligible retirees.

The defined benefit pension plan provides pensions based on length of service and final average earnings. An actuarial
valuation is performed for funding purposes every three years. The most recent actuarial valuation was completed as at
December 31, 2009 and the next required valuation is as at December 31, 2012.

The cost of pension and other post-retirement benefits earned by employees is actuarially determined using the
projected unit credit method prorated on service based upon management’s assumptions about the expected long-term
rate of return on plan assets, discount rates, compensation increases, retirement ages of employees, mortality and
expected health care costs. Any changes in these assumptions will impact the carrying amount of pension obligations.
The discount rate used to value liabilities is determined using a yield curve of AA corporate debt securities. The defined
benefit pension plan assets are invested in proprietary equity, balanced and fixed income mutual funds and are valued at
fair value for purposes of calculating the expected long-term rate of return.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (ontinued

Employee benefits (continued)

Benefit expense or income, which is included in Non-commission expense, includes the cost of pension or other post-
retirement benefits provided in respect of the current year’s service, interest cost on the accrued benefit liability, and the expected
return on plan assets. Benefits expense or income also includes past service costs or past service credits related to the pension
plan, SERPs and other post retirement benefits. Unvested past service costs or credits are amortized over the expected average
remaining service life of the affected employee group for the pension plan and SERPs and over the period to full eligibility for
the post-retirement benefit plan. Vested past service costs or credits are recognized immediately in benefits expense or income.

The Company recognizes actuarial gains and losses in the period incurred through other comprehensive income.

The accrued benefit asset or liability represents the cumulative difference between the expense and funding
contributions and is included in Other assets or Other liabilides.

Share-based payments

The Company uses the fair value based method to account for stock options granted to employees. The fair value of
stock options is determined on each grant date. Compensation expense is recognized over the period that the stock
options vest, with a corresponding increase in Contributed surplus. When stock options are exercised, the proceeds
together with the amount recorded in Contributed surplus are added to Share capital.

Income taxes

The Company uses the liability method in accounting for income taxes whereby deferred income tax assets and liabilities
reflect the expected future tax consequences of temporary differences between the carrying amounts of assets and
liabilities and their tax bases and tax loss carryforwards. Deferred income tax assets and liabilities are measured based on
the enacted or substantively enacted tax rates which are anticipated to be in effect when the temporary differences are
expected to reverse.

Earnings per share

Basic earnings per share is determined by dividing Net Earnings by the average number of common shares outstanding
for the year. Diluted earnings per share is determined using the same method as basic earnings per share except that the
average number of common shares outstanding includes the potential dilutive effect of outstanding stock options granted
by the Company as determined by the treasury stock method.

Derivative financial instruments
Derivative financial instruments are utilized by the Company in the management of equity market and interest rate risks.
The Company does not utilize derivative financial instruments for speculative purposes.

The Company formally documents all relationships between hedging instruments and hedged items, as well as its
risk management objective and strategy for undertaking various hedge transactions. This process includes linking all
derivatives to specific assets and liabilities on the Consolidated Balance Sheets or to anticipated future transactions. The
Company also formally assesses, both at the hedge’s inception and on an ongoing basis, whether the derivatives that are
used in hedging transactions are highly effective in offsetting changes in fair values or cash flows of hedged items.

Derivative instruments specifically designated as a hedge and meeting the criteria for hedge effectiveness offset the
changes in fair values or cash flows of hedged items. A hedge is designated either as a cash flow hedge or a fair value hedge.
A fair value hedge requires the change in fair value of the hedging derivative and the change in fair value of the hedged item
relating to the hedged risk to both be recorded in the Consolidated Statements of Earnings. A cash flow hedge requires the
change in fair value of the derivative, to the extent effective, to be recorded in Other comprehensive income, which is
reclassified to the Consolidated Statements of Earnings when the hedged item affects earnings. The change in fair value of
the ineffective portion of the derivative in a cash flow hedge is recorded in the Consolidated Statements of Earnings.

Derivative financial instruments are recorded at fair value in the Consolidated Balance Sheets and the changes in fair
value are recorded in the Consolidated Statements of Earnings.

The Company enters into interest rate swaps as part of its mortgage banking and intermediary operations. These
swap agreements require the periodic exchange of net interest payments without the exchange of the notional principal
amount on which the payments are based. These instruments are not designated as hedges. Changes in fair value are
recorded in Net investment income and other in the Consolidated Statements of Earnings.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (ontinued

Derivative financial instruments (continued)

The Company also enters into total return swaps and forward agreements to manage its exposure to fluctuations in
the total return of its common shares related to deferred compensation arrangements. Total return swap and forward
agreements require the exchange of net contractual payments periodically or at maturity without the exchange of the
notional principal amounts on which the payments are based. Certain of these instruments are not designated as hedges.
Changes in fair value are recorded in Non-commission expense in the Consolidated Statements of Earnings for those
instruments not designated as hedges.

Non-qualifying derivatives or derivatives not designated as hedges continue to be utilized on a basis consistent with
the risk management policies of the Company and are monitored by the Company for effectiveness as economic hedges
even if specific hedge accounting requirements are not met.

Future accounting changes
The Company continues to monitor the potential changes proposed by the International Accounting Standards Board
(IASB) and considers the impact changes in the standards would have on the Company’s operations.

IFRS 9 Financial Instruments

Prior to the adoption of IFRS by the Company, the IASB issued IFRS 9 that amends the classification and measurement
criteria for financial instruments included within the scope of IAS 39. Financial assets will be measured at fair value or
amortized cost and the available for sale category will be eliminated. If an equity investment is not required to be classified
as held for trading, an irrevocable election can be made upon initial recognition to measure at fair value through other
comprehensive income. Financial liabilities will be classified at amortized cost except for financial liabilities at fair value
through profit and loss, financial guarantee contracts and commitments to provide a loan at a below market interest
rate. A fair value option is available for both financial assets and liabilities as an alternative to amortized cost if certain
conditions are met. The standard is effective for annual periods beginning on or after January 1, 2013. The Company is
analyzing the impact the new standard will have on its financial assets and liabilities.

2. SECURITIES

MARCH 31, 20IIX DECEMBER 31, 2010 JANUARY I, 2010
FATR FAIR FATR
COST VALUE COST VALUE COST VALUE
Awvailable for sale:

Common shares $ 8,687 $ 7,720 $ 8,687 $ 7,698 $§ 236,383 $§ 237,085
Proprietary investment funds 28,088 31,538 33,326 37,794 41,259 41,341
Fixed income securities 214,362 213,922 243,939 243,748 314,260 315,387
251,137 253,180 285,952 289,240 591,902 593,813

Fair value through profit or loss:
Canada Mortgage Bonds 647,318 633,259 647,318 637,850 647,318 624,703
Fixed income securities 31,187 28,547 31,301 27,601 31,443 27,743
678,505 661,806 678,619 665,451 678,761 652,446

$ 929,642 $ 914,986 $ 964,571 § 954,691 $ 1,270,663 $ 1,246,259

Available for sale

Fixed income securities

The Company held a diversified portfolio of fixed income securities totalling $213.9 million at March 31, 2011 which
was comprised of bankers’ acceptances of $14.9 million, Canadian chartered bank senior deposit notes and floating rate
notes of $77.9 million and $35.0 million respectively, and corporate bonds and other of $86.1 million.

IGM FINANCIAL INC. FIRST QUARTER REPORT 20I1 / NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

51



52

2. SECURITIES (continued)
Fair value through profit or loss

Canada Mortgage Bonds

As part of the Company’s interest rate risk management activities relating to its mortgage banking operations, Canada
Mortgage Bonds were purchased and subsequently sold under repurchase agreements, which represent short-term
funding transactions where the Company sells securities that it owns and commits to repurchase these securities at a
specified price on a specified date in the future. These securities had a fair value of $633.3 million at March 31, 2011.
The obligation to repurchase the securities is recorded at amortized cost and had a carrying value of $641.4 million.
The interest expense related to these obligations is recorded on an accrual basis in Net investment income and other in
the Consolidated Statements of Earnings.

Fixed income securities

Fixed income securities of $28.5 million at March 31, 2011 were comprised of the restructured notes of the master asset
vehicle (MAV) conduits. During 2011, the fair value of the underlying notes increased by $1.1 million offset by

$0.1 million of principal and interest payments received from the restructured notes of the MAV conduits.

The Company’s valuation of the restructured notes of the MAV conduits was based on its assessment of the prevailing
conditions at March 31, 2011. The estimated fair value reflects the allocation of the floating rate notes the Company
received which are expected to mature in January 2017. The Company estimated the fair value of the senior and
subordinated notes by discounting the expected cash flows at yields comparable to prevailing market yields and credit
spreads available for securities with similar characteristics to the restructured notes and other market inputs reflecting the
Company’s best available information. The fair value of the Ineligible Asset Tracking long-term floating rate notes was
estimated using observable market inputs from independent pricing sources or by using discounted expected cash flows
reflecting the Company’s best available information, including reference to prevailing market yields on debt instruments
in the Canadian market.

3. LOANS
CONTRACTUAL MATURITY

MARCH 31 DECEMBER _7,I JANUARY I
I YEAR I - 5’ OVER 20I1I 2010 2010
OR LESS YEARS 5 YEARS TOTAL TOTAL TOTAL

Loans and receivables
Residential mortgages $ 443,591 $3,117476 $ 5,413 $3,566,480 $ 3,590,629 $ 3,389,155
Commercial mortgages - 386 - 386 393 423
443591 3,117,862 5413 3,566,866 3,591,022 3,389,578
Investment loans 257,892 16,831 11,554 286,277 283,570 305,335
$ 701,483 $3,134693 $ 16,967 3,853,143 3,874,592 3,694,913
Less: General allowance 4,374 4,338 6,943
3,848,769 3,870,254 3,687,970
Held for trading 321,173 224,398 240,391

$4,169,942  §4,094,652  § 3,928,361

The change in the allowance for credit losses is as follows:

Balance, beginning of period $ 4,338 § 6,943
Write-offs “42) (121)
Recoveries 40 20
Provision for credit losses 38 (2,504)
Balance, end of period $ 4374 $ 4,338
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3. LOANS (continued)

Total impaired loans as at March 31, 2011 were $874 (December 31, 2010 — $1,106; January 1, 2010 — $1,495).

Total interest income on loans classified as loans and receivables was $40.8 million (2010 — $40.3 million). Total
interest expense on obligations to securitization entities, related to securitized loans, was $20.4 million 2010 —
$15.3 million). These amounts were included in Net investment income and other.

4. SECURITIZATIONS

The Company enters into transactions that result in the transfer of financial assets to third parties.

The Company securitizes residential mortgages through the Canada Mortgage and Housing Corporation (CMHC)-
sponsored National Housing Act Mortgage-Backed Securities (NHA MBS) Program and Canada Mortgage Bond
(CMB) Program and through Canadian bank-sponsored asset-backed commercial paper programs. The Company has
retained certain elements of credit risk associated with the transferred assets. However, the Company’s credit risk on its
securitization activities is limited to its retained interest, and substantially all securitized mortgages are insured.
Additional information related to the management of credit risk is contained in the Financial Instruments section of the
Company’s Management Discussion and Analysis (MD&A), contained in the First Quarter 2011 Report To Shareholders.
The Company retains prepayment risk associated with the securitized loans. Accordingly, the Company has recorded
these loans on its balance sheets at a carrying value of $3.46 billion at March 31, 2011 (December 31, 2010 — $3.47 billion;
January 1, 2010 — $3.26 billion), and has recorded an offsetting liability, Obligations to securitization entities, of
$3.53 billion (December 31, 2010 — $3.51 billion; January 1, 2010 — $3.31 billion) which is carried at amortized cost.

The Company’s retained interest in securitized loans includes cash reserve accounts and rights to future excess spread.
It also includes the component of a swap entered into under the CMB Program whereby the Company pays coupons on
Canada Mortgage Bonds and receives investment returns on reinvestment of repaid mortgage principal (Principal
Reinvestment Account Swap) which is reflected on the Company’s financial statements as a derivative at a fair value of
$(9.3) million at March 31, 2011 (December 31, 2010 — $(26.1) million; January 1, 2010 — $10.2 million). The retained
interest is subordinated to the interests of investors in the securitization vehicles (the Purchasers). The Purchasers do not
have recourse to the Company’s other assets for any failure of mortgage borrowers to pay when due. At March 31, 2011,
the fair value of the total retained interests, including the Principal Reinvestment Account Swap, was $106.2 million
(December 31, 2010 — $107.0 million; January 1, 2010 — $173.6 million).

The NHA MBS and CMB programs require securitized mortgages be insured by an approved insurer. At March 31,
2011, 98.0% of the Company’s securitized loans were insured.

5. LONG-TERM DEBT

MARCH 3I DECEMBER 31

RATE MATURITY 20II1 2010
Debentures in Series, unsecured
1997 6.65% December 13, 2027 $ 125,000 $ 125,000
2001 6.75% May 9, 2011 450,000 450,000
2001 7.45% May 9, 2031 150,000 150,000
2002 7.00% December 31, 2032 175,000 175,000
2003 6.58% March 7, 2018 150,000 150,000
2003 7.11% March 7, 2033 150,000 150,000
2009 7.35% April 8, 2019 375,000 375,000
2010 6.00% December 10, 2040 200,000 200,000

$1,775,000 $ 1,775,000

The debentures are redeemable by the Company, in whole or in part, at any time, at the greater of par and a formula
price based upon yields at the time of redemption.

Long-term debt is classified as other than held for trading and is carried at amortized cost.

The $450.0 million 2001 Series 6.75% debentures mature May 9, 2011.
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6. SHARE CAPITAL

Issued and outstanding

MARCH 3I, 20II MARCH 31, 2010

STATED STATED
SHARES VALUE SHARES VALUE

Perpetual preferred shares — classified as equity:

First preferred shares, Series B 6,000,000 $ 150,000 6,000,000 $ 150,000

Common shares:
Balance, beginning of period
Issued under Stock Option Plan

259,717,507 $ 1,567,725 262,633,255 $ 1,562,925
675,109 22,106 334,344 10,949
(2,000,000) (12,145) (540,000) (3,229)

258,392,616 $ 1,577,686 262,427,599 $ 1,570,645

Purchased for cancellation

Balance, end of period

Normal course issuer bid

In the first quarter of 2011, 2,000,000 (2010 — 540,000) shares were purchased at a cost of $86.2 million (2010 -

$21.9 million). The premium paid to purchase the shares in excess of the stated value was charged to Retained earnings.
The Company commenced a normal course issuer bid, effective for one year, on April 12, 2011. Pursuant to this bid,

the Company may purchase up to 12.9 million or 5% of its common shares outstanding as at March 31, 2011. On

April 12,2010, the Company had commenced a normal course issuer bid, effective for one year, authorizing it to

purchase up to 13.1 million or 5% of its common shares outstanding as at March 31, 2010.

7. CAPITAL MANAGEMENT

The capital management policies, procedures and activities of the Company are discussed in the Company’s
Management’s Discussion and Analysis (MD&A), contained in the First Quarter 2011 Report to Shareholders and have
not changed significantly since December 31, 2010.

8. SHARE-BASED PAYMENTS

MARCH 3I DECEMBER 31 JANUARY 1
2011 2010 2010
Common share options
— Outstanding 9,064,647 8,958,494 9,415,005
— Exercisable 4,136,263 4,234,649 4,541,430

In the first quarter of 2011, the Company granted 872,085 options to employees (2010 — 847,125). The fair value of
options granted during the three months ended March 31, 2011 has been estimated at $6.59 per option (2010 — $5.68)
using the Black-Scholes option pricing model. The assumptions used to determine the fair value of the options on the

grant date include:

2011 2010
Exercise price $ 46.72 $ 42.82
Risk-free interest rate 3.02% 3.10%
Expected option life 6 years 6 years
Expected volatility 22.00% 22.00%
Expected dividend yield 4.39% 4.79%

Expected volatility has been calculated based on the historic volatility of the Company’s share price over six years
which is reflective of the expected option life. Options vest over a period of up to 7.5 years from the grant date and are
exercisable no later than 10 years after the grant date. A portion of the outstanding options can only be exercised once

certain performance targets are met.
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9. RISK MANAGEMENT

The risk management policies and procedures of the Company are discussed in the Company’s MD&A contained in the
First Quarter 2011 Report to Shareholders and have not changed significantly since December 31, 2010.

10. EMPLOYEE BENEFITS

The Company recorded pension and other post-retirement benefits expense as follows:

MARCH 31
2011 2010
Defined benefit pension plan and the supplementary executive retirement plans $ 1,960 $ 996
Other post-retirement benefits expense 393 281
Total $ 2,353 $ 1,277
11. EARNINGS PER COMMON SHARE
MARCH 31
20II 2010
Earnings
Net earnings available to common shareholders $ 211,830 § 191,766
Number of common shares (in thousands)
Average number of common shares outstanding 259,289 262,632
Add: Potential exercise of outstanding stock options 1,043 1,437
Average number of common shares outstanding
— Diluted basis 260,332 264,069
Earnings per common share (in dollars)
— Basic $ 082 $ 0.73
— Diluted $ 081 $ 0.73

12. RELATED PARTY TRANSACTIONS

In February 2011, after obtaining advance tax rulings, the Company agreed to a tax loss consolidation strategy with its parent
company, Power Financial Corporation.

On February 23, 2011, the Company acquired $1.0 billion of 6.01% preferred shares of a wholly-owned subsidiary of
Power Financial Corporation. As sole consideration for the preferred shares, the Company issued $1.0 billion of 6.00%
secured debentures to Power Financial Corporation. The Company has legally enforceable rights to settle these financial
instruments on a net basis and the Company intends to exercise these rights. Accordingly, the preferred shares and debentures
and related dividend income and interest expense are offset in the Interim Financial Statements of the Company. Tax savings
arise due to the tax deductibility of the interest expense.

The Company also agreed to acquire the shares of a wholly-owned subsidiary of Power Financial Corporation which has
tax losses resulting from a transaction similar to that described above. The Company has recognized the benefit of the tax
losses realized to March 31, 2011.
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13. SEGMENTED INFORMATION

IGM Financial’s reportable segments are:
* Investors Group

*  Mackenzie

¢ Corporate and Other

These segments reflect the current organizational structure and internal financial reporting. Management measures
and evaluates the performance of these segments based on earnings before interest and taxes.

2011

Three months ended March 31

INVESTORS CORPORATE
GROUP MACKENZIE AND OTHER TOTAL

Revenues
Management fees

$ 297,679 $ 183,250 $ 11,133 $ 492,062

Administration fees 57,890 33,124 1,779 92,793
Distribution fees 47,685 6,369 35,637 89,691
Net investment income and other 21,500 4,534 19,826 45,860
424,754 227,277 68,375 720,406

Expenses
Commission 124,261 75,778 33,590 233,629
Non-commission 85,757 71,673 11,753 169,183
210,018 147,451 45,343 402,812
Earnings before undernoted $ 214,736 $ 79,826 $ 23,032 317,594
Interest expense 30,271
Earnings before income taxes 287,323
Income taxes 73,280
Net earnings 214,043
Perpetual preferred share dividends 2,213
Net earnings available to common shareholders $ 211,830
Identifiable assets $ 5,261,098 $ 2,300,548 $ 1,908,698 $ 9,470,344
Goodwill 1,347,781 1,169,040 122,698 2,639,519

Total assets

$ 6,608,879 $ 3,469,588 $ 2,031,396 $12,109,863
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13. SEGMENTED INFORMATION (ontinued)

2010
INVESTORS CORPORATE
Three months ended March 31 GROUP MACKENZIE AND OTHER TOTAL
Revenues
Management fees $ 271,683 $§ 169,328 $ 8,723 $ 449,734
Administration fees 54,469 32,677 1,368 88,514
Distribution fees 41,796 6,531 24,522 72,349
Net investment income and other 25,119 3,390 25,703 54,212
393,067 211,926 60,316 665,309
Expenses
Commission 115,825 74,461 23,410 213,696
Non-commission 81,430 69,178 8,419 159,027
197,255 143,639 31,829 372,723
Earnings before undernoted $ 195812 § 68,287 $ 28,487 292,586
Interest expense 27,302
Earnings before income taxes 265,284
Income taxes 70,051
Net earnings 195,233
Perpetual preferred share dividends 3,467
Net earnings available to common shareholders $ 191,766
Identifiable assets $ 5,007,366 $ 2,414,599 $ 1,716,555 $ 9,138,520
Goodwill 1,347,781 1,172,750 98,909 2,619,440
Total assets $ 6,355,147 $ 3,587,349 $§ 1,815,464 $11,757,960

14. TRANSITION TO IFRS

The Company’s financial statements for the year ending December 31, 2011 will be the first annual consolidated financial
statements that comply with IFRS and the Interim Financial Statements were prepared as described in Note 1, including
the application of IFRS 1. IFRS 1 requires an entity to adopt IFRS in its first annual consolidated financial statements
prepared under IFRS by making an explicit and unreserved statement in those financial statements of compliance with
IFRS. The Company will make this statement when it issues its 2011 annual consolidated financial statements.

IFRS 1 also requires that comparative financial information be provided. As a result, the first date at which the Company
has applied IFRS was January 1, 2010 (the “Transition Date”). IFRS 1 requires first-time adopters to retrospectively apply all
effective IFRS standards as of the reporting date, which for the Company will be December 31, 2011. However, it also
provides for certain optional exemptions and certain mandatory exceptions for first time IFRS adopters.
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14. TRANSITION TO IFRS eontinucd)

Initial elections upon adoption
IFRS 1 elected exemptions from full retroactive application that the Company applied in the conversion from previous
Canadian GAAP to IFRS are detailed as follows:

0

b)

Business combinations:

IFRS 1 provides the option to apply IFRS 3, Business Combinations, retrospectively or prospectively from the Transition
Date. The retrospective basis would require restatement of all business combinations that occurred prior to the
Transition Date. The Company elected not to retrospectively apply IFRS 3 to business combinations that occurred
prior to its Transition Date and such business combinations have not been restated. Any goodwill arising on such
business combinations before the Transition Date has not been adjusted from the carrying value determined under
previous Canadian GAAP as a result of applying these exemptions.

Employee benefits:

IFRS 1 provides the option to retrospectively apply IAS 19, Employee Benefits, for the recognition of actuarial gains
and losses, or to recognize all cumulative actuarial gains and losses deferred under previous Canadian GAAP in
opening retained earnings at the Transition Date. The Company elected to recognize all cumulative actuarial gains
and losses that existed at its Transition Date in opening retained earnings for all of its employee defined benefit plans.

Fair value as deemed cost:

IFRS 1 provides the option to measure an item of property, plant and equipment at the Transition Date at its fair
value and use that fair value as its deemed cost at that date. The Company has elected to utilize this option for certain
items of property plant and equipment.

Reconciliations of previous Canadian GAAP to IFRS
The reconciliations from previous Canadian GAAP to IFRS for net earnings, comprehensive income, shareholders’
equity, cash flows and the balance sheet are as follows:

Reconciliation of Net Earnings

2010

THREE TWELVE

MONTHS MONTHS

ENDED ENDED

REFERENCE MARCH 3 I DECEMBER 31

Net earnings under previous Canadian GAAP $ 182,179 $ 735,585

Differences increasing (decreasing) reported net earnings (net of tax):

Derecognition i 12,480 25,619
Deferred selling commissions ii 535 8,913
Share-based compensation iii 229 260
Property, plant and equipment iv 53 31
Employee benefits v (216) (13,700)
Investment in affiliate vi (312) (1,086)
Deferred income taxes vii 138 319
Provisions viii 14 (2,924)
Business combinations ix - (9,330)
Other 133 828
13,054 8,930

Net earnings under IFRS $ 195,233 $ 744,515
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14. TRANSITION TO IFRS eontinucd)

Reconciliation of Comprebensive Income

2010
THREE TWELVE
MONTHS MONTHS
ENDED ENDED
REFERENCE MARCH 31 DECEMBER 31
Comprehensive income under previous Canadian GAAP $ 176,754 $ 725,098
Differences increasing (decreasing) reported comprehensive income (net of tax):
Increase in net earnings as a result of IFRS 13,054 8,930
Actuarial losses on employee benefit plans v (6,090) (24,359)
Investment in affiliate vi 1,228 833
8,192 (14,596)
Comprehensive income under IFRS $ 184,946 $ 710,502
Reconciliation of Sharebolders’ Equity
2010
REFERENCE JANUARY I MARCH 3 I DECEMBER 3 I
Shareholders’ equity under previous Canadian GAAP $ 4,424,813 $ 4,450,342 $ 4,475,529
Differences increasing (decreasing) reported shareholders’
equity (net of tax):
Derecognition i (90,752) (78,272) (65,133)
Deferred selling commissions ii (1,127) (592) 7,786
Property, plant and equipment v 8,299 8,352 8,330
Employee benefits v 1,537 (4,769) (36,522)
Investment in affiliate vi (23,467) (22,352) (23,519)
Deferred income taxes vii (2,786) (2,648) (2,467)
Provisions viii (22,820) (22,806) (25,744)
Business combinations ix - - (9,330)
Other 239 372 (1,574)
(130,877) (122,715) (148,173)
Shareholders’ equity under IFRS $ 4,293,936 $ 4,327,627 $ 4,327,356
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14. TRANSITION TO IFRS eontinucd)

Reconciliation of Cash Flows
THREE MONTHS
ENDED
MARCH 31,
REFERENCE 2010

Operating activities:
Operating cash flows under previous Canadian GAAP $ 163,845
Differences increasing (decreasing) reported operating cash flows:

Increase in net earnings as a result of IFRS 13,054
Derecognition i (40,402)
Deferred income taxes 5,267
Other (776)
Operating cash flows under IFRS $ 140,988

Financial activities:
Financing cash flows under previous Canadian GAAP $(148,553)
Differences increasing reported financing cash flows:

Derecognition i 13,993

Financing cash flows under IFRS $ (134,560)

Investing activities:
Investing cash flows under previous Canadian GAAP $ 216,735
Differences increasing reported investing cash flows:

Derecognition i 8,864

Investing cash flows under IFRS $ 225,599
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14. TRANSITION TO IFRS entinucd)

Reconciliation of Balance Sheet
JANUARY 1, 2010

PREVIOUS
CANADIAN
REFERENCE GAAP DIFFERENCES IFRS
Assets

Cash and cash equivalents $ 945081 $ - $ 945,081
Securities 1,246,259 - 1,246,259
Loans i 671,556 3,256,805 3,928,361
Investment in affiliate vi 598,221 (23,467) 574,754
Deferred selling commissions ii 850,082 (2,655) 847,427
Other assets i,iv, v 592,908 (122,755) 470,153
Intangible assets vii 1,128,280 (7,011) 1,121,269
Goodwill 2,613,532 - 2,613,532

$ 8,645919 $§ 3,100,917 $ 11,746,836

Liabilities

Deposits and certificates $ 907,343 $ - $ 907,343
Repurchase agreements 629,817 - 629,817
Other liabilities i, v, viii 780,329 (38,129) 742,200
Deferred income taxes 328,617 (40,161) 288,456
Obligations to securitization entities i - 3,310,084 3,310,084
Long-term debt 1,575,000 - 1,575,000

4,221,106 3,231,794 7,452,900

Shareholders' equity
Share capital

Perpetual preferred shares 150,000 - 150,000
Common shares 1,562,925 - 1,562,925
Contributed surplus il 32,702 5,143 37,845
Retained earnings 2,737,785 (203,569) 2,534,216
Accumulated other comprehensive income (58,599) 67,549 8,950

4,424,813 (130,877) 4,293,936
$ 8,645,919 §$§ 3,100,917 § 11,746,836
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14. TRANSITION TO IFRS eontinucd)

Changes in accounting policies

In addition to the exemptions and exceptions previously discussed, there are a number of differences between the
Company’s previous Canadian GAAP accounting policies and its current IFRS accounting policies. An explanation of
these differences follows:

i

1.

Derecognition

Previous Canadian GAAP — Derecognition focused on surrendering control over the transferred assets in order to
derecognize the assets and recognize a sale.

IFRS — Derecognition focuses to a greater extent on the transfer of risks and rewards of ownership in order to
derecognize the asset and recognize sale under IFRS. As a result, the Company’s securitization transactions are
accounted for as secured borrowings in accordance with IFRS rather than sales, which results in an increase in total
assets and liabilities recorded on the Consolidated Balance Sheets. The increase in the mortgage balances was
$3.5 billion at December 31, 2010 (March 31, 2010 - $3.3 billion; January 1, 2010 — $3.3 billion) with a corresponding
increase in liabilities. Certain other mortgage related assets and liabilities, which were recorded under previous
Canadian GAAP, including retained interests, certain derivative instruments and servicing liabilities, were adjusted
accordingly. At December 31, 2010, the decrease in other assets was $91 million (March 31, 2010 — $115 million;
January 1, 2010 — $129 million) and other liabilities was $85 million (March 31, 2010 — $82 million; January 1, 2010
— $55 million).

In addition, as these transactions are treated as financing transactions rather than sale transactions, a transitional
adjustment to opening retained earnings is required to reflect this change in accounting treatment. Opening retained
earnings, revenue and expenses have been adjusted to reflect this change.

Deferred selling commissions

Previous Canadian GAAP — Deferred selling commissions were finite life intangible assets under previous Canadian
GAAP. Previous Canadian GAAP does not specifically address the accounting for disposals of finite life intangible
assets and as a result, the Company utilized a shorter amortization period in order to account for disposals.

IFRS — Deferred selling commissions are finite life intangible assets under IFRS. IFRS more specifically addresses the
approach to record amortization and disposals of intangible assets. Opening retained earnings and expenses have been
adjusted to reflect the change.

Share-based payments

Previous Canadian GAAP — For grants of share-based awards, the total fair value of the award was recognized on a
straight-line basis over the employment period necessary to vest the award.

IFRS - Each tranche in an award with graded vesting is considered a separate grant with a different vesting date.
Each grant is accounted for on that basis. Opening retained earnings, opening contributed surplus and expenses for
share-based awards have been adjusted to reflect the change.

Property, plant and equipment

IFRS - The Company has elected under IFRS 1 to record certain property, plant and equipment at fair value as at
the Transition Date and utilize this value as the deemed cost under IFRS. The aggregate fair value of the assets
where this election was utilized was $34.3 million. As a result of the increase in fair value, opening retained earnings
increased by $8.6 million. The effect of this adjustment on the depreciation expense is not significant.

Employee benefits

IFRS - In accordance with IFRS 1, the Company has elected to record all unamortized actuarial gains or losses
through opening retained earnings. In addition, IFRS requires that vested past service costs or past service credits be
recognized immediately in benefits expense or income. As a result, opening retained earnings and expenses have been
adjusted. The Company has elected to recognize actuarial gains and losses related to its defined benefit plans in other
comprehensive income rather than amortize them through earnings.
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14.

TRANSITION TO IFRS eontinucd)

Changes in accounting policies (continued)

VL.

vil.

viil.

Investment in affiliate

The Company’s investment in its affiliate is recorded using the equity method of accounting. Opening retained
earnings, accumulated other comprehensive income, and equity earnings reflect the changes made by the investee
company upon its conversion to IFRS.

Deferred income taxes

Previous Canadian GAAP — The cost of assets acquired outside of a business combination was adjusted for the tax
effect on differences between the accounting cost and the tax cost at the time of the acquisition.

IFRS - The cost of assets acquired outside of a business combination are not adjusted for the tax effect on any
differences between the accounting cost and the tax cost at the time of the acquisition. Opening retained earnings
and expenses have been adjusted to reflect the difference in amortization expense related to certain intangible assets
where deferred taxes increased the cost of the asset acquired.

Provisions

Previous Canadian GAAP — A contingent liability was recognized as a result of a past transaction or event if it was
likely that it would result in a loss and the amount of the loss could be reasonably estimated.

IFRS — A provision is recognized where: there is a present obligation as a result of a past transaction or event; it is
“probable” that an outflow of resources will be required to settle the obligation; and a reliable estimate can be made
of the obligation. The previous Canadian GAAP recognition criterion of “likely” was a higher threshold than
“probable” which results in additional provisions being recognized under IFRS. In determining the best estimate for
a provision, IFRS provides for the use of the weighted average of all possible outcomes or the midpoint where there
is a range of equally possible outcomes.

Business combinations

Previous Canadian GAAP — If certain conditions were met, the costs of a plan to exit an activity of an acquired
company, to involuntarily terminate employees of an acquired company, or to relocate employees of an acquired
company were liabilities assumed in the purchase and were included in the allocation of the acquisition cost.

IFRS — Restructuring provisions are only included as part of the acquired liabilities when the acquiree has recognized
an existing liability for restructuring in accordance with applicable IFRS standards. As a result, restructuring
provisions recorded as part of the purchase price allocation under previous Canadian GAAP are charged to earnings
under IFRS.
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