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reported within the prescribed time periods; and (b) material
information regarding the Company is accumulated and
communicated to the Company’s management, including its CEO
and CFO to allow timely decisions regarding required disclosure.
In addition, our CEO and CFO have designed or caused to be
designed under their supervision, ICFR to provide reasonable
assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes.
Furthermore, our CEO and CFO have evaluated, or caused to be
evaluated under their supervision, the effectiveness of the design
and operation of ICFR at the fiscal year end and have concluded
that our current ICFR was effective at the fiscal year end based on
that evaluation.
There has been no change in the Company’s ICFR during 2015 that
has materially affected, or is reasonably likely to materially affect,
the Company’s ICFR.

8. Accounting Estimates and Policies
8.1 Critical Accounting Estimates
The preparation of the Company’s Consolidated Financial
Statements requires management to make critical judgments,
estimates and assumptions that affect the reported amounts of
revenues, expenses, assets and liabilities, and the disclosure of
contingent liabilities, at the reporting date. On an ongoing basis,
management evaluates its judgments, estimates and assumptions
using historical experience and various other factors it believes to
be reasonable under the given circumstances. Actual outcomes
may differ from these estimates under different assumptions and
conditions that could require a material adjustment to the reported
carrying amounts in the future.
The most significant estimates made by management include
the following:
Impairment of Non-Financial Assets
The Company reviews the carrying amounts of its property, plant
and equipment and intangible assets to determine whether there is
any indication that those assets are impaired. Individual assets are
grouped together as a cash generating unit (“CGU”) for impairment
assessment purposes at the lowest level at which there are
identifiable cash flows that are independent from other Company
assets. The carrying amounts of CGUs, including goodwill, are
tested for impairment annually and at other times when indicators
of impairment arise. Management calculates the recoverable
amount of each CGU based on the expected future cash flows
from the individual asset or CGU and chooses a suitable discount
rate in order to calculate the present value of those cash flows.
Further details, including the manner in which the Company
identifies its CGUs and key assumptions used in determining the
recoverable amounts are disclosed in Note 5 to the Consolidated
Financial Statements.

Future Employee Benefits
The cost of the defined benefit pension plan and other postemployment benefits and the present value of the defined benefit
obligation (“DBO”) is determined using actuarial valuations. An
actuarial valuation involves making various assumptions, including
the discount rate, future salary increases, mortality rates and
future pension increases. In determining the appropriate discount
rate, management considers the interest rates of high-quality
corporate bonds that are denominated in the currency in which the
benefits will be paid and that have terms to maturity approximating
the terms of the related pension liability. Interest income on plan
assets is a component of the return on plan assets and is
determined by multiplying the fair value of the plan assets by the
discount rate. Actual results will differ from results which are
estimated based on assumptions. See Note 13 to the Consolidated
Financial Statements for certain assumptions made with respect to
future employee benefits.
Income Taxes
Income taxes are accrued based on current taxes expected to be
paid or recovered for the period, and deferred taxes applicable in
respect of the temporary differences that will reverse in subsequent
periods. The tax rates and tax laws used to compute the amounts
are those that are enacted or substantively enacted at the reporting
date in the countries where the Company operates and generates
taxable income.
Estimation of income taxes includes evaluating the recoverability of
deferred tax assets based on an assessment of the Company’s
ability to utilize the underlying future tax deductions against future
taxable income before they expire. The Company’s assessment is
based upon existing tax laws and estimates of future taxable
income. If the assessment of the Company’s ability to utilize the
underlying future tax deductions changes, the Company would be
required to recognize more or fewer of the tax deductions as
assets, which would decrease or increase the income tax expense
in the period in which this is determined.
Significant judgment is required in determining the global provision
for taxation. There are transactions and calculations during
the ordinary course of business for which the ultimate tax
determination is uncertain. The Company maintains provisions
for uncertain tax positions that it believes appropriately reflect its
risk with respect to tax matters under active discussion, audit,
dispute or appeal with tax authorities, or which are otherwise
considered to involve uncertainty. These provisions for uncertain
tax positions are made using the best estimate of the amount
expected to be paid based on a qualitative assessment of all
relevant factors. The Company reviews the adequacy of these
provisions at each balance sheet date. However, it is possible that
at some future date an additional liability could result from audits
by taxing authorities. Where the final tax outcome of these matters
is different from the amounts that were initially recorded, such
differences will affect the tax provisions in the period in which
such determination is made.
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Fair Value of Financial Instruments
Where the fair value of financial assets and financial liabilities
recorded in the statement of financial position cannot be derived
from active markets, their fair value is determined using valuation
techniques including the discounted cash flow model. The inputs to
these models are taken from observable markets where possible,
but where this is not feasible, a degree of estimation is required in
establishing fair values. The estimates include considerations of
inputs such as liquidity risk, credit risk and volatility. Changes in
assumptions about these factors could affect the reported fair
value of financial instruments.
Sales and Marketing Accruals
The Company makes estimates to determine the costs associated
with the sale of product to be allocated to certain of its variable
sales and marketing expenses, including volume rebates and other
sales volume discounts, coupon redemption costs and costs
incurred related to damages. The Company’s estimates include
consideration of empirical data and trends combined with future
expectations of sales volume, with estimates being reviewed on a
monthly basis for reasonability.
8.2 Accounting Standards
High Liner Foods reports its financial results using IFRS. Our
detailed accounting policies are included in the Notes to the
Consolidated Financial Statements.
As disclosed in Note 3 to the Consolidated Financial Statements
for the period ended January 2, 2016, no new accounting standards
have been adopted in Fiscal 2015.
New Accounting Standards and Interpretations Issued but not yet
Effective
In addition to the existing IFRS standards adopted by the Company,
the International Accounting Standards Board (“IASB”) and the
IFRS Interpretations Committee (“IFRIC”) have issued additional
standards and interpretations with an effective date subsequent to
Fiscal 2015. As disclosed in Note 3 to the Consolidated Financial
Statements, we are currently evaluating the effect, if any, that the
new proposed standards, interpretations and amendments will
have on our financial results. We will determine and disclose
the impact that these standards and amendments have on the
Company closer to their effective dates.

9. Transactions with Related Parties
The Company’s business is carried on through the Parent company,
High Liner Foods Incorporated, and wholly-owned operating
subsidiaries, High Liner Foods (USA) Incorporated and Sjovik, h.f.
High Liner Foods (USA) Incorporated whose wholly-owned
subsidiaries include: ISF (USA), LLC; APS, LLC; and Atlantic Trading
Company LLC. Sjovik, h.f. has a subsidiary in Thailand. These
companies purchase and/or sell inventory between them, and do
so in the normal course of operations. As well, the Parent company

42 High Liner Foods Incorporated

provides management, procurement and IT services to the
subsidiaries. The companies lend and borrow money between
them. Periodically, capital assets are transferred between
companies. High Liner Foods Incorporated buys all of the seafood
for all of the subsidiaries. On consolidation, revenue, costs, IT
services, gains or losses, and all inter-company balances are
eliminated.
In addition to transactions between the Parent and subsidiaries,
High Liner Foods has entered into certain transactions and
agreements in the normal course of business with certain other
related parties, as disclosed in Note 20 to the Consolidated
Financial Statements. Transactions with these parties are measured
at the exchange amount, which is the amount of consideration
established and agreed to by the related parties.

10. Risk Factors and Risk Management
High Liner Foods is exposed to a number of risks in the normal
course of business that have the potential to affect operating
performance. The Company takes a strategic approach to risk
management. To achieve a superior return on investment, we have
designed an enterprise-wide approach, overseen by the senior
management of the Company and reported to the Board, to
identify, prioritize and manage risk effectively and consistently
across the organization.
10.1 Food Safety
Senior management accountability: Keith Decker, President and
CEO, Jeff O’Neill, President and COO, Canadian Operations; Peter
Brown, President and COO, U.S. Operations
Board oversight accountability: Audit Committee
At High Liner Foods, food safety is our top priority. Our brand
equity and reputation are inextricably linked to the quality and
safety of our food products. We must be vigilant in ensuring our
products are safe and comply with all applicable laws and
regulations. Consumers are also increasingly better informed
about conscientious food choices.
All of our processing plants have the required State or Provincial
and Federal licenses to operate. The U.S. requires its seafood
processing plants to adopt a quality management system based on
Hazard Analysis Critical Control Points (“HACCP”) principles. Our
plants in Portsmouth, New Bedford and Newport News are
regularly inspected and meet or exceed all HACCP requirements.
In Canada, all seafood-processing plants are required to adopt a
Quality Management Plan (“QMP”) covering the regulatory and
safety aspects of food processing. High Liner Foods’ QMP has been
approved by the Canadian Food Inspection Agency (“CFIA”) and
has been in good standing since inception of this requirement.
Canada’s QMP is an accepted standard under the U.S. HACCP
system. Our Lunenburg facility falls under this regulation and
meets or exceeds the related regulations.

