
 
 

 
 
 
 
 
  

CONSOLIDATED FINANCIAL STATEMENTS 

December 31, 2021 and 2020 

 

Notice to Reader 

The accompanying financial statements have been re-filed due to the duplicate inclusion of notes 17 to 19 and omission of 

notes 24 and 25. No changes have otherwise been made to these audited financial statements originally filed on Sedar 

on March 4, 2022. 
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PricewaterhouseCoopers LLP 
Stantec Tower, 10220 103 Avenue NW, Suite 2200, Edmonton, Alberta, Canada T5J 0K4 
T: +1 780 441 6700, F: +1 780 441 6776 

�PwC� refers to PricewaterhouseCoopers LLP, an Ontario limited liability partnership. 

Independent auditor�s report 

To the Shareholders of McCoy Global Inc. 

Our opinion 

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, 
the financial position of McCoy Global Inc. and its subsidiaries (together, the Company or the Corporation) 
as at December 31, 2021 and 2020, and its financial performance and its cash flows for the years then 
ended in accordance with International Financial Reporting Standards as issued by the International 
Accounting Standards Board (IFRS). 

What we have audited 

The Company�s consolidated financial statements comprise: 

 the consolidated statements of financial position as at December 31, 2021 and 2020; 

 the consolidated statements of earnings (loss) and comprehensive earnings (loss) for the years then 
ended; 

 the consolidated statements of changes in equity for the years then ended; 

 the consolidated statements of cash flows for the years then ended; and 

 the notes to the consolidated financial statements, which include significant accounting policies and 
other explanatory information. 

Basis for opinion 

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

the consolidated financial statements section of our report. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our opinion. 

Independence 

We are independent of the Company in accordance with the ethical requirements that are relevant to our 
audit of the consolidated financial statements in Canada. We have fulfilled our other ethical responsibilities 
in accordance with these requirements. 



Key audit matters 

Key audit matters are those matters that, in our professional judgment, were of most significance in our 
audit of the consolidated financial statements for the year ended December 31, 2021. These matters were 
addressed in the context of our audit of the consolidated financial statements as a whole, and in forming 
our opinion thereon, and we do not provide a separate opinion on these matters.  

Key audit matter How our audit addressed the key audit matter 

Impairment assessment of goodwill, intangible 

assets and property, plant and equipment 

Refer to note 3  Significant accounting policies, 

note 6  Property, plant and equipment, note 7 

Intangible assets, and note 8  Impairment of 
non-financial assets to the consolidated financial 
statements. 

The Corporation had goodwill of $3,467,000, 
intangible assets of $7,070,000 and property, 
plant and equipment (PP&E) of $10,117,000 as at 
December 31, 2021. The carrying values of PP&E 
and intangible assets with finite useful lives are 
tested for impairment when events or changes in 
circumstances indicate the carrying amount may 
not be recoverable. Goodwill and intangible 
assets with indefinite useful lives or under 
development are tested for impairment at least 
annually. For impairment testing, assets are 
grouped together into cash generating units 
(CGUs), defined as the smallest group of assets 
that generates cash inflows from continuing use 
that are largely independent of the cash inflows of 
other assets. The recoverable amount of an asset 
or CGU is the greater of its fair value less costs to 
sell and value in use (VIU). An impairment loss is 
recognized in earnings for the amount by which 
the asset�s or CGU�s carrying amount exceeds its 
recoverable amount. 

During 2021, as the coronavirus (COVID-19) 
restrictions lessened in severity in certain 
geographies and the global economy began to re-
open, oil demand began to rebound. Driven by 
improved demand and reduced global supply, oil 

Our approach to addressing the matter included 
the following procedures, among others: 

 Tested how management determined the 
recoverable amount of the sole CGU as at 
December 31, 2021, which included the 
following: 

� Tested the appropriateness of the 
method used and the mathematical 
accuracy of the discounted cash flow 
model. 

� Tested the reasonableness of the 
revenue growth rates and gross profit 
percentages applied by management in 
the discounted cash flow model by 
comparing them to the budget, 
management�s strategic plans approved 
by the Board of Directors, results 
historically achieved by the sole CGU, 
and external metrics of North American 
and international rig and well counts. 

� Professionals with specialized skill and 
knowledge in the field of valuation 
assisted in evaluating the 
appropriateness of management�s 
method and discounted cash flow model, 
as well as evaluating the reasonableness 
of the after-tax discount rate.  

� Tested the underlying data used in the 
discounted cash flow model. 



Key audit matter How our audit addressed the key audit matter 

and gas prices have recovered to pre-pandemic 
levels. Despite this rebound, subsequent COVID-
19 variants have continued to cause significant 
volatility and uncertainty in the oil and gas 
industry impacting the Corporation�s revenues. 
These market conditions were determined to be 
an indicator of impairment requiring an 
assessment of the carrying values of the 
Corporation�s goodwill, intangible assets and 
PP&E. The carrying values of goodwill, intangible 
assets and PP&E are included in the 
Corporation's sole CGU and the recoverable 
amount of that CGU was determined based on its 
VIU (the method), by discounting estimated future 
cash flows expected to be generated (discounted 
cash flow model). 

Key assumptions used for the VIU calculation 
over the four-year financial forecast period require 
the use of estimates and judgments and include 
the revenue growth rates, gross profit 
percentages and after-tax discount rate. No 
impairment was recognized as a result of the 
2021 impairment assessment.   

We considered this a key audit matter due to (i) 
the significance of the goodwill, intangible assets 
and PP&E balances; (ii) the significant judgment 
made by management in determining the 
recoverable amount of the sole CGU, including 
the use of key assumptions; and (iii) the high 
degree of subjectivity and audit effort in 
performing audit procedures to test the key 
assumptions. Professionals with specialized skill 
and knowledge in the field of valuation assisted 
us in performing our procedures. 

Valuation of inventories 

Refer to note 3  Significant accounting policies 

and note 5  Inventories to the consolidated 
financial statements. 

Our approach to addressing the matter included 
the following procedures, among others: 

 Tested how management estimated the 
inventory provision, which included the 
following: 



Key audit matter How our audit addressed the key audit matter 

As at December 31, 2021, the Corporation held 
inventories of $15,518,000, net of a provision for 
excess and obsolescence (inventory provision) of 
$6,371,000. The Corporation�s inventories consist 
of raw materials, work-in-progress, parts to be 
used in production, and finished goods available 
for sale. Finished goods available for sale consist 
of capital equipment and parts and accessories 
inventories that are available for sale to external 
parties. 

Inventories are recorded at the lower of cost and 
net realizable value. Net realizable value is the 
estimated selling price in the ordinary course of 
business, less the estimated costs of completion 
and selling expenses. If the carrying value 
exceeds net realizable value, a writedown is 
recognized. When the circumstances that 
previously caused inventories to be written down 
below cost no longer exist or when there is clear 
evidence of an increase in net realizable value 
because of changed economic circumstances, the 
amount of the writedown is reversed up to the 
maximum of the original writedown.   

The net realizable value of capital equipment 
included in inventories is assessed on an 
individual product basis considering current 
market prices for the equipment and 
management�s assessment of forecasted 
demand. This resulted in a net recovery of 
$241,000. All other items in inventories are 
assessed for obsolescence at a distinct part level 
using a formulaic approach, providing for items 
that have not been sold or utilized in production in 
the 24 months previous to the consolidated 
statements of financial position date. This resulted 
in a charge of $11,000. 

We consider this a key audit matter due to the 
magnitude of the inventories and inventory 
provision balances and the significant judgments 
made by management in determining the 

� Tested the data used by management in 
determining the inventory provision and 
recalculated the mathematical accuracy 
of the inventory provision. 

� Evaluated the appropriateness of 
management�s inventory provision 
methodology. 

� For capital equipment, evaluated on a 
sample basis the reasonableness of 
market prices for equipment and 
management�s assessment of forecasted 
demand by assessing historical 
movements, forecasted external metrics 
supporting product demand, and based 
on discussions with management, 
including operations personnel. 

� For all other inventories, evaluated the 
reasonableness of the rate applied to the 
items that have not been sold or utilized 
in production for the past 24 months by 
considering past experience. 

 Tested the completeness of the inventory 
provision by: 

� Testing the parts to be used in production 
and finished goods available for sale 
inventories at year-end were recorded at 
the lower of cost and net realizable value 
by comparing a sample of inventory item 
to most recent sales prices of inventories 
or similar items. 

� Evaluating inventory product lines for 
which a portion of the inventory items 
have not been sold or utilized in 
production between 12 and 24 months by 
considering forecasted external metrics 
supporting future demand, sales orders, 
and the Corporation�s backlog. 



Key audit matter How our audit addressed the key audit matter 

inventory provision. This in turn led to a high 
degree of auditor judgment and effort in 
performing procedures related to the inventory 
provision. 

Other information 

Management is responsible for the other information. The other information comprises the Management�s 
Discussion and Analysis. 

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

In connection with our audit of the consolidated financial statements, our responsibility is to read the other 
information identified above and, in doing so, consider whether the other information is materially 
inconsistent with the consolidated financial statements or our knowledge obtained in the audit, or 
otherwise appears to be materially misstated. 

If, based on the work we have performed, we conclude that there is a material misstatement of this other 
information, we are required to report that fact. We have nothing to report in this regard. 

Responsibilities of management and those charged with governance for the 
consolidated financial statements 

Management is responsible for the preparation and fair presentation of the consolidated financial 
statements in accordance with IFRS, and for such internal control as management determines is 
necessary to enable the preparation of consolidated financial statements that are free from material 
misstatement, whether due to fraud or error. 

In preparing the consolidated financial statements, management is responsible for assessing the 
Company�s ability to continue as a going concern, disclosing, as applicable, matters related to going 
concern and using the going concern basis of accounting unless management either intends to liquidate 
the Company or to cease operations, or has no realistic alternative but to do so. 

Those charged with governance are responsible for overseeing the Company�s financial reporting 
process.  



Auditor�s responsibilities for the audit of the consolidated financial statements 

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as 
a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor�s 
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a 
guarantee that an audit conducted in accordance with Canadian generally accepted auditing standards 
will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and 
are considered material if, individually or in the aggregate, they could reasonably be expected to influence 
the economic decisions of users taken on the basis of these consolidated financial statements. 

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise 
professional judgment and maintain professional skepticism throughout the audit. We also: 

 Identify and assess the risks of material misstatement of the consolidated financial statements, 
whether due to fraud or error, design and perform audit procedures responsive to those risks, and 
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of 
not detecting a material misstatement resulting from fraud is higher than for one resulting from error, 
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of 
internal control. 

 Obtain an understanding of internal control relevant to the audit in order to design audit procedures 
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the Company�s internal control. 

 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 
estimates and related disclosures made by management. 

 Conclude on the appropriateness of management�s use of the going concern basis of accounting and, 
based on the audit evidence obtained, whether a material uncertainty exists related to events or 
conditions that may cast significant doubt on the Company�s ability to continue as a going concern. If 
we conclude that a material uncertainty exists, we are required to draw attention in our auditor�s report 
to the related disclosures in the consolidated financial statements or, if such disclosures are 
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to 
the date of our auditor�s report. However, future events or conditions may cause the Company to 
cease to continue as a going concern.  

 Evaluate the overall presentation, structure and content of the consolidated financial statements, 
including the disclosures, and whether the consolidated financial statements represent the underlying 
transactions and events in a manner that achieves fair presentation. 

 Obtain sufficient appropriate audit evidence regarding the financial information of the entities or 
business activities within the Company to express an opinion on the consolidated financial 
statements. We are responsible for the direction, supervision and performance of the group audit. We 
remain solely responsible for our audit opinion. 



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

We also provide those charged with governance with a statement that we have complied with relevant 
ethical requirements regarding independence, and to communicate with them all relationships and other 
matters that may reasonably be thought to bear on our independence, and where applicable, related 
safeguards. 

From the matters communicated with those charged with governance, we determine those matters that 
were of most significance in the audit of the consolidated financial statements of the current period and 
are therefore the key audit matters. We describe these matters in our auditor�s report unless law or 
regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we 
determine that a matter should not be communicated in our report because the adverse consequences of 
doing so would reasonably be expected to outweigh the public interest benefits of such communication. 

The engagement partner on the audit resulting in this independent auditor�s report is Steven Hollinger. 

/s/PricewaterhouseCoopers LLP 

Chartered Professional Accountants 

Edmonton, Alberta 
March 3, 2022 
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