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INDEPENDENT AUDITOR’S REPORT 

To the Shareholders of RF Capital Group Inc.  

Opinion 

We have audited the consolidated financial statements of RF Capital Group Inc. (the Entity), which comprise: 

• the consolidated balance sheets as at December 31, 2022 and December 31, 2021; 

• the consolidated statements of income/(loss) and comprehensive income (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 

• notes to the consolidated financial statements, including a summary of significant accounting policies. 

(Hereinafter referred to as the “financial statements”). 

In our opinion, the accompanying financial statements present fairly, in all material respects, the consolidated financial position 
of the Entity as at December 31, 2022 and December 31, 2021, and its consolidated financial performance and its 
consolidated cash flows for the years then ended in accordance with International Financial Reporting Standards (IFRS). 

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 Financial Statements” section of our 
auditor’s report.   

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

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

Key Audit Matters 

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the financial 
statements for the year ended December 31, 2022. These matters were addressed in the context of our audit of the financial 
statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters. 
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We have determined the matter described below to be the key audit matter to be communicated in our auditor’s report. 

Evaluation of goodwill for impairment 

Description of the matter  

We draw attention to Note 2(c) and Note 11 to the financial statements. The Entity has recorded goodwill of $164.9 million as of 
December 31, 2022 related to the Richardson Wealth acquisition. The Entity performs impairment testing for goodwill on an 
annual basis or more frequently when there is an indication of impairment. An impairment is recognized if the carrying amount of 
an asset, or its cash generating unit (CGU), exceeds its estimated recoverable amount. The recoverable amount of an asset is the 
greater of its fair value less costs of disposal, where available, and value-in-use calculations, determined using managements 
best estimates of forecasted cash earnings, long-term growth rate and the discount rate (the “assumptions”). 

Why the matter is a key audit matter 

We identified the evaluation of goodwill for impairment as a key audit matter.  This matter represented an area of significant risk 
of material misstatement requiring specialized skills and knowledge to evaluate the Entity’s significant assumptions, as noted 
above, used in estimating the recoverable amount for the CGU to which goodwill is allocated. Significant auditor judgment was 
required in evaluating the results of our audit procedures due to the high degree of sensitivity of the estimated recoverable 
amounts to changes to the assumptions.  

How the matter was addressed in the audit  

The primary procedures we performed to address this key audit matter included the following:  

We evaluated the appropriateness of forecasted cash earnings by: 

• Comparing the Entity’s prior year forecasted cash earnings to the actual results to assess the Entity’s budgeting process.  

• Assessing forecasted cash earnings by comparing them to the CGU’s historical performance and against initiatives in the 
Board-approved plan. 

We assessed the long-term growth rate by comparing it to available market information and the Entity’s historical performance. 

We involved valuation professionals with specialized skills and knowledge, who assisted in evaluating the appropriateness of the 
discount rate by comparing the Entity’s Weighted Average Cost of Capital (WACC) against publicly available market data for 
comparable entities.  

Other Information 

Management is responsible for the other information. Other information comprises: 

• the information included in Management’s Discussion and Analysis filed with the relevant Canadian Securities Commissions; 
and 

• the information, other than the financial statements and the auditor’s report thereon, included in a document likely to be 
entitled “Annual Report”. 

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

In connection with our audit of the 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 financial statements or our knowledge 
obtained in the audit and remain alert for indications that the other information appears to be materially misstated.   
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We obtained the information included in Management’s Discussion and Analysis filed with the relevant Canadian Securities 
Commissions as at the date of this auditor’s report. If, based on the work we have performed on this other information, we 
conclude that there is a material misstatement of this other information, we are required to report that fact in the auditor’s report. 

We have nothing to report in this regard.   

The information, other than the financial statements and the auditor’s report thereon, included in a document likely to be entitled 
“Annual Report” is expected to be made available to us after the date of this auditor’s report. If, based on the work we will perform 
on this other information, we conclude that there is a material misstatement of this other information, we are required to report 
that fact to those charged with governance. 

Responsibilities of Management and Those Charged with Governance for the Financial Statements 

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

In preparing the financial statements, management is responsible for assessing the Entity’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 Entity or to cease operations, or has no realistic alternative but to do so. 

Those charged with governance are responsible for overseeing the Entity’s financial reporting process. 

 

Auditor’s Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the 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 the 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 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 Entity'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 
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the Entity'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 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 Entity to cease to continue as a going concern. 

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

• 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.  

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

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

• Determine, from the matters communicated with those charged with governance, those matters that were of most 
significance in the audit of the 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 auditor’s report because the 
adverse consequences of doing so would reasonably be expected to outweigh the public interest benefits of such 
communication.   

 

 
Chartered Professional Accountants, Licensed Public Accountants  

The engagement partner on the audit resulting in this auditor’s report is Abhimanyu Verma.  

Toronto, Canada 

March 2, 2023 
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Consolidated Financial Statements  

MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL REPORTING  

The accompanying consolidated financial statements of RF Capital Group Inc. (the Company), were prepared by management, 
who are responsible for the integrity and fairness of all information presented in the consolidated financial statements and 
management's discussion and analysis (MD&A) for the year ended December 31, 2022. The consolidated financial statements 
were prepared by management in accordance with International Financial Reporting Standards. Financial information 
presented in the MD&A is consistent with these consolidated financial statements.   

In management's opinion, the consolidated financial statements have been properly prepared within reasonable limits of 
materiality and within the framework of the basis of preparation and significant accounting policies summarized in Notes 2 and 
3, respectively, of the consolidated financial statements. Management maintains a system of internal controls to meet its 
responsibilities for the integrity of the consolidated financial statements.   

The board of directors of the Company (Board of Directors) oversees management’s responsibilities for financial reporting 
through the Company’s audit committee (Audit Committee), which is composed entirely of independent directors. Among other 
things, the mandate of the Audit Committee includes the review of the consolidated financial statements of the Company on a 
quarterly basis, advising the Board of Directors on auditing matters and financial reporting issues and recommending the 
consolidated financial statements to the Board of Directors for approval. The Audit Committee has full access to management 
and the auditors to review their activities and to discuss the external audit program, internal controls, accounting policies and 
financial reporting matters.  

KPMG LLP performed an independent audit of the consolidated financial statements, as outlined in the auditors' report 
contained herein. KPMG LLP had, and has, full and unrestricted access to management of the Company, the Audit Committee 
and the Board of Directors to discuss their audit and related findings and have the right to request a meeting in the absence of 
management at any time. 

 

“Kishore Kapoor”  

KKIISSHHOORREE  KKAAPPOOOORR    
President and Chief Executive Officer  
 

Toronto, Canada  
March 2, 2023 

  

“Tim Wilson”  

TTIIMM  WWIILLSSOONN  
Chief Financial Officer 
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Consolidated Financial Statements  

Consolidated Balance Sheets

 

See accompanying notes, which are an integral part of these consolidated financial statements. 

  "Kishore Kapoor"              "Donald Wright" 
   
  Kishore Kapoor     Donald Wright 
  President and Chief Executive Officer               Chair of the Board    
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Consolidated Financial Statements  

Consolidated Statements of Income / (Loss) 

 

See accompanying notes, which are an integral part of these consolidated financial statements. 
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Consolidated Financial Statements  

Consolidated Statements of Comprehensive Income (Loss) 

 
 

See accompanying notes, which are an integral part of these consolidated financial statements.   
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Consolidated Financial Statements  

Consolidated Statements of Cash Flows

 

See accompanying notes, which are an integral part of these consolidated financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
Years ended December 31, 2022 and 2021 
($ THOUSANDS, EXCEPT SHARE AND PER SHARE AMOUNTS) 

Note 1 – Corporate Information 
RF Capital Group Inc. (RF Capital or the Company), is incorporated under the laws of the Province of Ontario, Canada and has 
its registered office and principal place of business located at 100 Queens Quay East, Suite 2500, Toronto, Ontario, M5E 1Y3. 
The Company’s common shares and Series B preferred shares are listed on the Toronto Stock Exchange (TSX) under the 
symbols RCG and RCG.PR.B respectively. The Company is the parent company of its wholly owned operating subsidiaries 
Richardson Wealth Limited (Richardson Wealth) and RF Securities Clearing LP (RF Securities). Richardson Wealth and RF 
Securities are members of the New Self-Regulatory Organization of Canada, a consolidation of the Investment Industry 
Regulatory Organization of Canada and the Mutual Fund Dealers Association of Canada (New SRO).  Richardson Wealth is also 
a member of the Canadian Investor Protection Fund. 

Note 2 – Basis of Preparation 
a. Basis of Presentation 

These consolidated financial statements of the Company have been prepared by management in accordance with International 
Financial Reporting Standards (IFRS). The Company’s consolidated financial statements are prepared on a historical cost basis 
except for certain financial instruments which are measured at fair value to the extent required or permitted under IFRS and as 
set out in the relevant accounting policies. 

Unless otherwise indicated, all amounts are expressed in thousands of Canadian dollars and rounded to the nearest thousand. 

These consolidated financial statements were authorized for issuance by the Company's Board of Directors on March 2, 2023. 

b.  Principles of Consolidation 

The consolidated financial statements include the assets, liabilities, and results of operations of our wholly owned subsidiaries, 
after the elimination of intercompany transactions and balances.   

Subsidiaries are those entities that the Company controls through its ownership of the majority of the voting shares.  

c. Critical Accounting Estimates and Use of Judgment 

The preparation of financial statements in accordance with IFRS requires management to make estimates and exercise 
judgment that affect reported amounts of certain assets and liabilities, certain revenue and expenses and other related 
disclosures. Accounting policies that require management's estimates and judgments are discussed below. 

Revenue recognition  

The Company recognizes revenue when performance obligations have been fulfilled under revenue contracts. Judgment is 
required in identifying the performance obligation and estimation may be required to determine the timing of substantial 
completion of performance obligations and the amount of revenue that can be recognized. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
Years ended December 31, 2022 and 2021 
($ THOUSANDS, EXCEPT SHARE AND PER SHARE AMOUNTS) 

Impairment of Goodwill and Intangible Assets 

Goodwill is reviewed annually for impairment, or more frequently when there are indicators that impairment may have occurred, 
by comparing the carrying value to its recoverable amount.  An impairment is recognized if the carrying amount of an asset, or 
its cash generating unit (CGU), exceeds its estimated recoverable amount.  The recoverable amount of an asset is the greater of 
its fair value less costs of disposal, where available, and value-in-use calculations, determined using management’s best 
estimates of forecasted cash earnings, long-term growth rate, and the discount rate.  The Company reviews finite life intangibles 
when there are indicators of impairment.    

The assumptions used include subjective judgements based on the Company’s experience, knowledge of operations and 
knowledge of the economic environment in which it operates.  If forecasted cash earnings, long-term growth rate or the 
discount rate are different to those used, it is possible that the future impairment tests could result in a different outcome with 
the CGU goodwill and/or intangible assets being impaired.   

Income Taxes 

The Company computes an income tax provision in each of the tax jurisdictions in which it operates.  In determining the 
provision for income taxes, the Company interprets tax legislation, case law and administrative positions in several jurisdictions, 
and based on its judgment, records an estimate of income taxes. In addition, the Company estimates the recoverability of 
deferred tax assets against future taxable income based on an assessment of the ability to use the underlying future tax 
deductions before they expire.  If interpretations and assumptions differ from those of the tax authorities or if the timing of 
reversals is not as expected, the Company’s provision for income taxes could increase or decrease in future periods. 

Share-based Compensation 

The Company uses an option pricing model to estimate the fair value of stock options on the grant date and records this amount 
as compensation expense over the period the options vest.  

Provisions 

A provision is recognized if, as a result of a past event, the Company has an obligation that can be estimated reliably, and it is 
probable that an outflow of economic benefits will be required to settle that obligation. Provisions are recorded at the best 
estimate of the amount required to settle the obligation at the balance sheet date. 

Fair Value of Financial Instruments 

Fair value measurement techniques are used to value financial assets and financial liabilities. Additional information regarding 
our fair value measurement techniques is included in Note 19 Financial Assets and Liabilities. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
Years ended December 31, 2022 and 2021 
($ THOUSANDS, EXCEPT SHARE AND PER SHARE AMOUNTS) 

Note 3 – Significant Accounting Policies 
a. Cash and Cash Equivalents 

Cash is comprised of cash on deposit and cash equivalents including highly liquid investments such as interest-bearing treasury 
bills and bankers' acceptances with original maturities of three or fewer months that are convertible into cash. The Company 
may be required, from time-to-time, to restrict cash.   

b. Foreign Currency Translation 

The Company conducts business in a variety of foreign currencies and presents its consolidated financial statements in 
Canadian dollars, which is the Company’s functional currency. Monetary assets and liabilities, as well as non-monetary assets 
and liabilities measured at fair value that are denominated in foreign currencies, are translated into Canadian dollars at the 
exchange rate in effect at the balance sheet date. Non-monetary assets and liabilities not measured at fair value are translated 
into Canadian dollars at historical rates. Revenues and expenses denominated in foreign currencies are translated using the 
average exchange rate for the period.  

c. Financial Instruments 

Under IFRS 9, financial instruments are measured at fair value through profit or loss (FVTPL), amortized cost, or fair value 
through other comprehensive income (loss) (FVOCI).  Under IFRS 9 for financial assets, the classification is based on two 
criteria: the business model for managing the assets; and whether the instruments' contractual cash flows represent solely 
payments and interest on the principal amount outstanding (SPPI criterion). 

The classification and measurement of the Company's financial instruments are as follows: 

Financial assets measured at FVTPL comprise equity instruments that the Company has not irrevocably elected to classify at 
FVOCI and derivatives. This category also includes debt instruments whose cash flow characteristics fail the SPPI criterion or 
are not held within a business model whose objective is either to collect contractual cash flows, or both to collect contractual 
cash flows and sell. Securities sold short are classified as held for trading and recognized at fair value. 

The assessment of whether contractual cash flows on the debt instruments are solely composed of principal and interest is 
made based on the facts and circumstances at the initial recognition of a financial asset. 

After initial recognition, financial liabilities carried at amortized cost are measured using the effective interest rate method. 
Gains and losses are recognized in the statements of income. The carrying value approximates their fair value due to their short-
term nature of because they are frequently repriced to current market rates. 

d. Impairment of Financial Assets 

The Company records allowances for credit losses associated with clients’ receivables, employee loans and other receivables 
based on a forward-looking, expected credit loss (ECL) approach. The Company establishes an allowance for credit losses 
based on its historical credit loss experience adjusted for forward-looking factors or other considerations as appropriate. 
Judgment is required as to the timing of establishing an allowance for credit losses and the amount of the allowance, taking into 
consideration counterparty creditworthiness, current economic trends and past experience. Receivable from client balances, 
which represent margin loans, are generally collateralized by securities; therefore, any provision is generally measured after 
considering the market value of the collateral. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
Years ended December 31, 2022 and 2021 
($ THOUSANDS, EXCEPT SHARE AND PER SHARE AMOUNTS) 

e. Receivable from and Payable to Clients 

Client security transactions are entered into on either a cash, cash on delivery or margin basis, and are recognized on the trade 
date of the transaction and subsequently measured at amortized cost.  Amounts are due from clients on the settlement date of 
the transaction for cash accounts.  Margin loans are due on demand and are collateralized by the financial assets in the client's 
account.  Amounts loaned to a client are restricted by the Company's credit limits, which are generally more restrictive than 
those required by the New SRO and are subject to the Company's credit review and daily monitoring procedures.  Interest 
earned on margin loans and interest paid on client cash deposits are based on a floating rate. 

f. Securities Borrowing and Lending 

The Company engages in securities borrowing and lending primarily to facilitate the securities settlement process.  These 
arrangements are typically short-term in nature.  These transactions are fully collateralized and subject to daily margin calls for 
any deficiency between the market value of the security loaned and the amount of collateral received.  The Company manages 
its credit exposure by establishing and monitoring aggregate limits, by customer, for these transactions. 

Securities lent to counterparties are retained on the consolidated balance sheets when substantially all the risks and rewards of 
ownership of the securities remain with the Company.  Cash received as collateral is recorded on the consolidated balance 
sheets as a corresponding liability recognized in payable to brokers and is accounted for at amortized cost.  Cash collateral 
received generally exceeds the market value of the securities loaned.  Fees earned are recorded in other income. 

When the Company borrows securities under stock borrow arrangements and the risks and rewards of ownership do not pass to 
the Company, the securities borrowed are not recorded by the Company on its consolidated balance sheets. The claim relating 
to cash, or other collateral deposited with the lender, is recorded as a receivable from brokers and is measured at amortized 
cost.  The fees associated with borrowing the securities are recorded in selling, general and administrative expenses. 

g. Equipment and Leasehold Improvements 

Equipment and leasehold improvements are stated at cost less accumulated depreciation and accumulated impairment, if any.  
Depreciation is recorded on a straight-line basis over the following expected useful lives: 

Furniture and equipment                 7 to 8 years 
Computer hardware  3 to 5 years 
Leasehold improvements Shorter of useful life and lease term plus first renewal period, if renewal is reasonably assured 

Residual values, useful lives and methods of depreciation are reviewed at each financial year-end and adjusted, if appropriate. 

h. Goodwill 

Goodwill represents the excess purchase price paid over the net fair value of identifiable assets and liabilities acquired in a 
business combination.  Goodwill is allocated to the cash-generating unit (CGU) for the purpose of monitoring and internal 
management purposes. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
Years ended December 31, 2022 and 2021 
($ THOUSANDS, EXCEPT SHARE AND PER SHARE AMOUNTS) 

i. Intangible Assets 

The Company’s intangible assets consist of application software, insurance customer relationships and other intangibles 
acquired from business combinations.  These other intangibles relate to brand and customer relationships acquired through the 
acquisition of Richardson Wealth.  Intangibles are initially recognized at fair value and amortized over their estimated useful 
lives on a straight-line basis:  

Application software        3 years 
Insurance customer relationships                  Average life expectancy of individual policies  
Brand     10 years 
Customer relationships    15 years 
Envestnet portfolio management platform   7 years 
 

The amortization period and the method of amortization for an intangible asset with a finite useful life is reviewed at least 
annually, at each financial year-end. 

j. Impairment of Non-Financial Assets 

Goodwill 

Goodwill is tested for impairment at the CGU level annually, or more frequently if events or circumstances suggest that there 
may be impairment. A write-down is recognized if the recoverable amount of the CGU, determined as the greater of the 
estimated fair value less costs to sell or its value-in-use, is less than the carrying value.  Any impairment of goodwill is expensed 
in the period in which the impairment is identified.  Impairment losses relating to goodwill are not reversed if there is a 
subsequent recovery in value of the CGU. 

Intangible Assets 

At each consolidated balance sheet date, intangible assets are assessed for indicators of impairment.  If indicators are present, 
these assets are subject to an impairment review.  Any loss resulting from the impairment of intangible assets is expensed in the 
period the impairment is identified. 

k. Revenue Recognition 

The main types of revenue contracts are as follows: 

Wealth management: Wealth management revenue consists of account fees, mutual fund trailer fees, trading commissions and 
other client charges. The performance obligation for recognition of these fees is satisfied over the period during which the 
service is delivered, except for commission revenue where the performance obligation is satisfied at the date of the transaction.     

Corporate finance: Corporate finance revenue includes fees earned in connection with the placement of new issues through our 
proprietary retail distribution network and third-party networks. It also includes fees for reviewing third-party structured notes 
offering documents.  The performance obligation for recognition is satisfied when the services relating to the underlying 
transaction are completed and the income is reasonably determinable.  Payments related to Corporate finance revenue are 
received over a period which can extend out to the following fiscal year.   

Interest: Interest revenue includes interest earned on margin loans and the Company’s cash positions. Interest revenue is 
recognized on an accrual basis.     
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
Years ended December 31, 2022 and 2021 
($ THOUSANDS, EXCEPT SHARE AND PER SHARE AMOUNTS) 

Other: Includes revenue earned from the sale of insurance products, carrying broker and administrative services, foreign 
exchange, securities lending, and various other services. Revenue is recorded over time as performance obligations are 
satisfied through services rendered and accordingly is recognized on an accrual basis. 

l. Share-Based Compensation 

Share Option Awards 

The Company measures the cost of share options granted using an option pricing model. The fair value of a share option award 
is estimated at grant date using valuation techniques that consider its exercise price, its expected life, the risk-free interest rate, 
the expected volatility and dividends of the Company’s common shares and the expected level of forfeitures.  For share option 
awards with graded vesting, the fair value of each tranche is treated as a separate grant with a different vesting date and a 
different fair value.   

Restricted Share Unit, Performance Share Unit Plans   

The fair value of restricted share units (RSU) and performance share units (PSU) granted is determined based on the average of 
the closing price of the Company’s common shares, as per the plan. The fair value of the cash amount payable is recognized as 
an expense with a corresponding increase in Accounts payable and accrued liabilities, over the period during which the RSU or 
PSU vests. The liability is remeasured at each reporting date and at settlement date based on the closing price of the 
Company’s common shares on the TSX, as per the relevant plan.  Changes in the liability are recognized in profit or loss.   

Deferred Share-Based Awards 

The Company uses the average closing price of the Company’s common shares as per the plan to estimate the fair value of the 
DSUs on grant date. It records this amount as a Selling, general and administrative expense over the period the awards vests 
with a corresponding increase in Accounts payable and accrued liabilities.  The liability is remeasured at each reporting date 
and at settlement date based on the closing price of the Company’s common shares on the TSX for the five consecutive trading 
days immediately prior to the respective date.  Changes in the liability are recognized in profit or loss. 

At each reporting date, the Company reassesses its estimate of the number of share-based awards and share option awards 
that are expected to vest and recognizes the impact of the change in forfeiture rate estimates through net income in the current 
reporting period.   

m. Provisions 

Provisions represent a liability of the Company for which the amount or timing is uncertain.  Provisions are recognized when the 
Company has a present legal or constructive obligation as a result of past events, that can be estimated reliably, and it is 
probable that an outflow of resources will be required to settle the obligation.  Provisions are measured at the present value of 
the best estimate of expected expenditures to settle the obligation using a discount rate that reflects current market 
assessments of the time value of money and the risks specific to the obligation. 

n. Income Taxes 

The Company records current and deferred income taxes relating to transactions that have been included in the consolidated 
financial statements, using the related jurisdiction's tax laws and rates. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
Years ended December 31, 2022 and 2021 
($ THOUSANDS, EXCEPT SHARE AND PER SHARE AMOUNTS) 

Current Income Tax 

Current income tax is measured as the amounts expected to be paid to or recovered from the taxation authorities based on 
taxable income or loss.  Taxable income or loss may differ from income reported on the Company’s consolidated statements of 
income (loss) since taxable income excludes certain items that are taxable or deductible in other years and excludes items that 
are never taxable or deductible for tax purposes.  Changes in taxes arising from a change in tax rates and laws will be recognized 
in the period when the tax rate or law is substantively enacted. Current tax assets and liabilities are offset when the legally 
enforceable right to offset exists and the Company itself intends to net settle the amounts. 

Deferred Income Tax 

Deferred tax expense and/or benefit is calculated with reference to temporary differences arising between the carrying amounts 
of assets and liabilities in the consolidated financial statements and the corresponding tax bases used in the computation of 
taxable income.  Deferred tax assets are recognized for all deductible temporary differences and the carry-forward of unused 
tax losses.  Deferred tax assets are recognized only to the extent that it is probable that sufficient taxable income will be 
available against which unused tax losses and deductible temporary differences can be utilized. 

Deferred tax assets and liabilities are offset when the legally enforceable right exists to offset, and the deferred tax assets and 
liabilities relate to income taxes levied on the same tax reporting entity by the same taxation authority.  Deferred tax assets and 
liabilities are measured at the tax rates that are expected to apply in the year when the asset is realized or the liability is settled, 
based on tax rates and tax laws that have been enacted or substantively enacted at the consolidated balance sheet dates. 

o. Leases 

Right-Of-Use Assets 

When the Company enters a new arrangement as a lessee, it recognizes a right-of-use asset and corresponding lease liability at 
the commencement or extension date of the lease (i.e., the date the underlying asset is available for use).  The right-of-use 
asset is initially measured at cost, any direct costs incurred, and lease payments made at or before the commencement date 
less any lease incentives received and estimated decommissioning costs.  The right-of-use asset is subsequently measured at 
cost less accumulated depreciation and accumulated impairment losses, if any. The right-of-use asset is depreciated on a 
straight-line basis over the shorter of its estimated useful life and the lease term plus renewal period if renewal is reasonably 
assured. Right-of-use assets are subject to impairment. 

Lease liabilities 

At the commencement or extension date of the lease, the Company recognizes a lease liability measured at the present value of 
lease payments to be made over the lease term. The lease payments include fixed payments (including in-substance fixed 
payments) less any lease incentives receivable, variable lease payments that depend on an index or a rate, and amounts 
expected to be paid under residual value guarantees. The lease payments also include the exercise price of a purchase option 
reasonably certain to be exercised by the Company and payments of penalties for terminating a lease, if the lease term reflects 
the Company’s exercising the option to terminate. Variable lease payments that do not depend on an index or a rate are 
recognized as expenses in the period in which the event or condition that triggers the payment occurs. In calculating the 
present value of lease payments, the Company uses the incremental borrowing rate at the lease commencement date if the 
interest rate implicit in the lease is not readily determinable. After the commencement date, the amount of lease liabilities is 
increased to reflect the accretion of interest and reduced for the lease payments made. In addition, the carrying amount of 
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lease liabilities is remeasured if there is a modification, a change in the lease term, a change in the in-substance fixed lease 
payments or a change in the assessment of the likelihood of purchasing the underlying asset. 

p. Preferred Shares 

The Company’s non-redeemable preferred shares are classified as equity, because they bear discretionary dividends, do not 
contain any obligations to deliver cash or other financial assets and do not require settlement in a variable number of the 
Company’s equity instruments. Discretionary dividends thereon are recognized as equity distributions on approval by the 
Company’s Board of Directors. 

Redeemable preferred shares are classified as financial liabilities because they bear non-discretionary dividends and are 
redeemable in cash by the holder. Non-discretionary dividends thereon are recognized as interest expense in profit or loss as 
accrued. 

q. Segmented Information  

In the fourth quarter of 2022, the Company changed its internal reporting to Management to reflect the Company as one 
business segment: Wealth Management.  

r. Future Changes in Accounting Policies 

The Company monitors for changes in standards proposed by the International Accounting Standards Board (IASB) and 
analyzes the effect those changes may have on the Company's financial reporting and disclosures.  For the year ended 
December 31, 2022, there were no significant changes in accounting policies and no new standards which are expected to 
impact the Company’s consolidated financial statements. 
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Note 4 – Revenue  
The following table presents disaggregated revenue information for the Company for the years ended December 31, 2022 and 
2021. 

 

Other Income 

The following table presents a breakdown of the Company’s other income for the years ended December 31, 2022 and 2021.

 

1Prior period amounts have been reclassified to be consistent with current year presentation.   
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Note 5 – Securities Owned and Obligations Related to 
Securities Sold Short 
The following table presents a breakdown of the Company’s securities owned and obligations related to securities sold short 
measured at fair value as at December 31, 2022 and 2021. 

 

As at December 31, 2022, the Company had no securities pledged as collateral to central clearing agencies and custodians, 
compared to $22,129 at December 31, 2021. 
Note 6 – Other Assets 
The following table presents a breakdown of the Company’s other assets as at December 31, 2022 and 2021. 
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Note 7 – Securities Borrowed and Lent 
The following table presents a breakdown of the Company’s securities borrowed and lent and the corresponding cash delivered 
and received as collateral, respectively as at December 31, 2022 and 2021. 

 

Note 8 – Employee and Other Loans Receivable 
The following table presents a breakdown of the Company’s employee and other loans receivable as at December 31, 2022 and 
2021. 

  

Investment advisor loans 

The Company advances interest-free funds to newly recruited investment advisors on commencement of their employment.  
Upon the satisfaction of certain conditions over a pre-specified term, the Company is obligated to i) pay cash bonuses to the 
investment advisors of an amount sufficient to repay 100% of the total loans or ii) forgive the loan over a specified term on each 
applicable anniversary date.  

The Company also advanced interest-free funds to certain investment advisors as part of the acquisition of Richardson Wealth 
on October 20, 2020.  Upon satisfaction of certain conditions, including continued employment, the loans will be repaid over a 
prescribed term from cash bonus amounts awarded on each applicable anniversary date from the initial advance of the loan. 

The Company records any reduction in the advisor loans as advisor loan amortization over the term of such loans.  For the year 
ended December 31, 2022, the Company recorded advisor loan amortization of $17,267 (2021 – $17,734) and a 
corresponding reduction to loans outstanding. 
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Transition agreements for retirees  

The Company from time to time has facilitated the transition of clients’ assets under administration from one advisor to another 
upon retirement.  The Company agreed to provide repayable loans to investment advisors to facilitate transitioning the books of 
business. The interest rates and terms vary with the individual circumstances.  

Other loans  

Other loans represent repayable financing loans and certain other advisor and employee loans. 

Note 9 – Equipment and Leasehold Improvements 
The following table presents a breakdown of the Company’s equipment and leasehold improvements as at December 31, 2022 
and 2021. 
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Note 10 – Right-of-Use Assets 
The following table presents a breakdown of the Company’s right-of-use-assets, all of which relate to office space, as at 
December 31, 2022 and 2021. 

 

 The Company amortizes right-of-use assets on a straight-line basis from the lease commencement date to the earlier of the end 
of the useful life of the right-of-use asset or the end of the lease term. 

During the fiscal year 2022, the Company entered into new lease agreements for its head office and two of its branches. On 
commencement of the leases, the Company recognized a total of $38,686 of right-of-use assets and lease liabilities.   

  

22002222 2021
As at January 1 1199,,554477  24,234 
Additions 4433,,662233  3,515 
Amortization ((1100,,336611)) (7,709)
Impairment ——  (493)
As at December 31 5522,,880099  19,547 
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Note 11 – Goodwill and Intangible Assets 
The following table presents a breakdown of the Company’s goodwill and finite life intangible assets as at December 31, 2022 
and 2021. 

 

 Intangible assets include $195,000 in customer relationships and $500 in brand that were acquired through the acquisition of 
Richardson Wealth . As at December 31, 2022, there were no indicators of impairment relating to the Company’s goodwill or 
finite life intangible assets.    

Goodwill is not amortized and is instead tested for impairment annually. In performing the impairment test, the Company 
estimates the value-in-use of the business or CGU and compares it to the carrying value. 

For the year end 2022, cash flows were projected for ten years based on historical operating and financial result trends, and 
expected future business performance. Beyond ten years, cash flows were assumed to grow at perpetual rates of up to 5.0% 
(5.0% in 2021). The discount rate applied to these cash flows to determine the recoverable amount was 16.0% (14.8% in 2021) 
and was based on the Company’s estimate of the cost of capital for the CGU. The cost of capital of the CGU was estimated using 
the Capital Asset Pricing Model, incorporating the historical betas of publicly traded peer companies that are comparable in 

Goodwill
Customer 

relationships

Envestnet 
portfolio 

management 
platform

Brand and 
other Total

Cost
As at January 1, 2021 163,971 195,000 —  500 359,471 
Additions 986 2,086 1,206 64 4,342 
As at December 31, 2021 164,957 197,086 1,206 564 363,813 
Additions ——    4466 22,,552233 8877 22,,665566
Disposals ——    ——    ——    ((5599)) ((5599))

As at December 31, 2022 116644,,995577 119977,,113322 33,,772299 559922 336666,,441100

Accumulated amortization
As at January 1, 2021 2,590 —  —  2,590
Amortization 13,005 —  66 13,071
As at December 31, 2021 15,595 —  66 15,661

Amortization 1133,,110099 ——    111188 1133,,222277
Disposals ——    ——    ((5599)) ((5599))

As at December 31, 2022 2288,,770044 ——  112255 2288,,882299
——    

Net book value
As at December 31, 2021 164,957 181,491 1,206 498 348,152 
As at December 31, 2022 116644,,995577 116688,,442288 33,,772299 446677 333377,,558811

Intangible Assets
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size to the CGU. The Company used significant judgment in determining inputs to the discounted cash flow model, which is 
sensitive to changes in future cash flows, discount rates and the terminal growth rates applied to cash flows beyond the forecast 
period.  

The key assumptions described above may change as market and economic conditions change. However, the Company 
estimates that reasonably possible changes in the assumptions will not cause the recoverable amount of the CGU to decline 
below its carrying amount. 

Note 12 – Related Party Transactions and Balances  
The Company's related parties include the following persons and/or entities: 

a. key management personnel, including those entities that are controlled (directly or indirectly) by key management 
personnel; and  

b. shareholders who can significantly influence the Company. 

 

Related Party Balances 

The following table reflects related party transactions recorded in the Company's consolidated statements of income (loss):  

 

Key Management 

Key management personnel consist of the Board of Directors and officers of the Company and other persons having authority 
and responsibility for planning, directing and controlling the activities of the Company.  Receivables from clients of $1,079 
(2021 – $6) and payables to clients of $499 (2021 – $561) represent outstanding transactions where the Company executes 
security trades on either a cash or margin basis for key management personnel. Commission income on such transactions in 
the aggregate is not material in relation to the overall operations of the Company.  Interest on margin loans is based on market 
terms and conditions. 
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Key management personnel compensation for services rendered is as follows: 

 

Shareholder 

Richardson Financial Group Limited (RFGL), a significant shareholder, holds $30,422 of redeemable preferred shares issued by 
a subsidiary of the Company, classified as financial liabilities (refer to Note 20).  In 2022, the Company incurred $2,470 of 
related interest expense (2021 – $1,962).    RFGL and its wholly owned affiliate collectively own approximately 6.97 million 
common Shares, representing 44.1% of the issued and outstanding common Shares.   

Note 13 – Income Tax 
The components of income tax expense for the year ended December 31, 2022 and 2021, are as follows: 

 

The differences between income tax expense reflected in the consolidated statements of income (loss) and the amounts 
calculated at the combined Canadian federal and provincial statutory tax rates are as follows:  
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The major components of the Company's deferred tax assets and liabilities are as follows: 
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 The benefit of the losses and other deductible temporary differences not reflected in the Company's consolidated financial 
statements are as follows: 

 

 Note 14 – Share Capital 
The Company is authorized to issue an unlimited number of common shares. Each common share has equal rights and 
privileges and entitles the holder to one vote at all meetings of common shareholders. The Company is also authorized to issue 
an unlimited number of preferred shares (other than the series A preferred shares, series B preferred shares and series C 
preferred shares as defined below), issuable at any time and from time to time in one or more series.  The designation, rights, 
privileges, restrictions, and conditions attaching to the preferred shares will be determined by the Board of Directors of the 
Company prior to issue. 

a. Common Shares 

In consideration of the acquisition of Richardson Wealth, a portion of the common shares issued were placed in escrow (the 
Escrowed Shares) to be released, subject to the satisfaction of certain conditions, in equal amounts on the first, second and 
third anniversaries of the closing of the transaction.  On October 20, 2022 and 2021, the Company released 2,939,102 and 
2,944,180 common shares from escrow respectively. The remaining 3,096,730 common shares will be released from escrow 
on October 20, 2023.    

b. Preferred Shares  

Preferred shares issued and outstanding are 4,600 cumulative 5-Year rate reset preferred shares, series B (the series B 
preferred shares) recorded at the aggregate net proceeds of $112,263. Quarterly cumulative cash dividends on Series B  

preferred shares, if declared, will be paid at an annual rate of 3.73% for the five-year period ending on March 31, 2026. On that 
date and every five years thereafter, the dividend rate is reset at a rate equal to the sum of the then current five-year 
Government of Canada (GOC) bond yield plus 2.89%. The series B preferred shares are redeemable by the Company, in whole 
or in part, at its option on March 31, 2026, and every fifth year thereafter at a cash redemption price per share of $25.00 
together with all accrued and unpaid dividends. Holders of series B preferred shares have the right, at their option, to convert 
their shares into series C preferred shares, subject to certain conditions and the Company's right to redeem the series B 
preferred shares as described above, on March 31, 2026, and every fifth year thereafter.  
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On March 31, 2021, all series C preferred shares automatically converted to series B preferred shares on the basis of one series 
B share for each series C share.   

Preferred Share Dividends

  

On March 2, 2023, the Board of Directors approved a cash dividend of $0.233313 per Series B Preferred Share, payable on 
March 31, 2023, to preferred shareholders of record on March 15, 2023. 

c. Share Repurchases, Cancellations and Forfeitures 

On March 4, 2022, the Company announced that the TSX approved its notice of intention to make a normal course issuer bid 
(NCIB) for a portion of its common shares. The NCIB commenced on March 9, 2022, and the bid will terminate on or about 
March 8, 2023, or such earlier time as the Company completes its purchases pursuant to the bid or provides notice of 
termination.  Any common shares purchased under the NCIB have and will be cancelled. The Company is authorized to acquire 
up to a maximum of 548,571 of its common shares or approximately 10% of the Company’s public float for cancellation under 
the NCIB.   During the year ended December 31, 2022, 61,102 common shares, with an aggregate cost of $1,545, were 
repurchased under the NCIB, and cancelled.   

On March 25, 2022, the Company completed a consolidation of its common shares on the basis of ten pre-consolidation 
common shares for every one post-consolidation common share (the Consolidation). Immediately prior to the Consolidation, the 
Company had 158,714,254 common shares issued and outstanding. Following the Consolidation, the Company had 
15,871,426 common shares issued and outstanding.  

During 2022, 9,717 common shares (2021 – 66,587) that were held in escrow were forfeited and cancelled, resulting in a 
share capital reduction of $187 (2021 – $1,285).  

d. Share Incentive Plan (SIP) Trust 

In connection with the SIP, the Company has established an employee benefit plan trust (the SIP Trust) for the purpose of 
purchasing the Company’s common shares in the open market and delivering the common shares to the SIP participants upon 
vesting. The Company consolidates the SIP Trust in accordance with IFRS 10, Consolidated Financial Statements. 
Consideration paid for the Company’s common shares held by the SIP Trust is deducted from shareholders' equity and the 
common shares are treated as cancelled in the Company's basic earnings per share calculation. 
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The following table presents a breakdown of the SIP Trust as at December 31, 2022 and 2021.

 

 Note 15 – Share Options and Deferred Share-Based Awards 
a. Share Options 

Under the Company's common share option plan (the Share Option Plan), the Company may grant options to acquire up to 10% 
of the issued and outstanding common shares.  The maximum term of an option is ten years from the date of grant.  Options 
would be granted by reference to the Company's common share price on the TSX.  The related vesting period over which share-
based compensation expense is recognized is up to four years.  Each share option awarded under the Share Option Plan is 
equity-settled and the share-based compensation expense is based on the fair value estimate on the business day prior to the 
grant date.  

A summary of the status of the Share Option Plan as at December 31, 2022, and 2021, and the changes during the years then 
ended is as follows:   
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Common share options outstanding and vested under the Share Option Plan, by exercise price range, as at December 31, 
2022, are as follows:

 

 1On March 25, 2022, the Company completed the Consolidation of its common shares on a ratio of one post-consolidation share for every ten 

pre-consolidation shares. The comparative number of common shares outstanding have been revised. 

As at December 31, 2022, the number of outstanding options under the Share Option Plan as a percentage of common shares 
outstanding was 0.3133% (December 31, 2021 – 0.3119%). 

For the year ended December 31, 2022, the Company recorded $111 (2021 – $93) in share-based compensation expense 
relating to the Share Option Plan with a corresponding increase to contributed surplus.  

For the year ended December 31, 2022, there were no options granted, expired, or forfeited.   

The weighted-average fair value of the options granted, and principal assumptions applied for options granted during 2021 are 
as follows: 

 

 1On March 25, 2022, the Company completed the Consolidation of its common shares on a ratio of one post-consolidation 
share for every ten pre-consolidation shares. The comparative number of common shares outstanding have been revised. 
2 Determined using the yield on Government of Canada benchmark bonds with a remaining term equal to the expected option 
life 
3 Based on the annual dividend yield on the date of grant 
4 Estimated by considering historic average share price volatility 
5 Estimated based upon historical data for the holding period of options between the grant and exercise dates, together with the 
assumption that a certain percentage of options will lapse due to forfeitures 
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b. Deferred Share-Based Awards 

Share Incentive Plan 

The Company adopted the SIP to provide eligible employees (Participants) with opportunities to own common shares, and to 
attract, retain and motivate key personnel and reward certain officers and employees of the Company for their performance. 
Pursuant to the terms of the SIP, the Company awards restricted share units (RSUs) and performance share units (PSUs) to 
certain Participants. The RSUs awarded are subject to service vesting conditions. The PSUs awarded are subject to vesting 
conditions and to market and non-market performance factors.  During the vesting period, dividend equivalents accrue to the 
Participants in the form of additional share units. The fair value of the RSUs and PSUs granted is determined based on the 
average of the closing price of the Company’s common shares for the five days preceding the grant date.   

In the first quarter of 2022, the Company amended its restricted share unit (RSU), and performance share unit (PSU) plans to 
move from being equity-settled to cash-settled. The fair value of the grant is recorded in compensation expense over the period 
it vests with an offset to liability for cash settled units and to equity for equity settled units. Beginning with grants issued in 2022, 
each RSU or PSU held at the end of the vesting period will be paid to the eligible employee in cash, the value of which will be 
based on the weighted average closing price of the Company’s common shares (common shares) on the Toronto Stock 
Exchange (TSX) for the 30 consecutive trading days immediately prior to the vesting date. RSUs and PSUs issued prior to 2022 
will be settled in shares from the SIP Trust.   

On March 14, 2022, the Company granted 625 RSUs and 77 PSUs to employees that entitle them to cash payments on 
December 1, 2024 and March 7, 2025, respectively. The RSUs and PSUs were issued at a grant price of $16.46 and had a 
value of $11,522. The fair value of the RSUs and PSUs at December 31, 2022 is $7,998.  

On August 5, 2022, the Company granted 7 RSUs and 1 PSUs to employees that entitle them to cash payments on December 
1, 2024 and March 7, 2025 respectively. The RSUs and PSUs were issued at a grant price of $13.77 and had a value of $110. 
The fair value of the RSUs and PSUs at December 30, 2022 is $90.   

On November 3, 2022, the Company granted 7 RSUs to employees that entitle them to a cash payment on December 1, 2024. 
The RSUs were issued at a grant price of $14.25 and had a value of $101. The fair value of the RSUs at December 30, 2022, is 
$81.   
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A summary of the status of the Company's Share Incentive Plans as at December 31, 2022 and 2021, and the changes during 
the year then ended is as follows:

 

 

The Company records its obligation for RSUs and PSUs over the service period that the award is earned.   The liability for the 
cash-settled portion is measured at fair value on the date of grant and at each subsequent reporting date and totaled $1,992 as 
at December 31, 2022, (2021 – nil).   
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Deferred Share Unit Plan 

The Company has a DSU plan for its directors.  Each year, Directors can elect to receive up to 100% of their annual 
compensation in the form of DSUs.  The fair value of the DSUs granted is determined based on the average of the closing price 
of the Company’s common shares for the five days preceding the grant date. 

A summary of the status of the Company's Deferred Share Unit Plan as at December 31, 2022 and 2021, and the changes 
during the year then ended is as follows: 

 

Note 16 – Provisions, Contingent Liabilities and Commitments 
a. Provisions and Contingent Liabilities 

The Company recognizes provisions for litigation and restructuring when it is probable that it has an obligation arising from a 
past event and the obligation can be reliably estimated.  The Company recognizes as a provision our best estimate of the 
amount required to settle the obligations as of the balance sheet date, considering the risks and uncertainties surrounding the 
obligations. Legal provisions that are assumed as part of a business acquisition are recorded by the Company at fair value if 
there is a present obligation for a past event that can be reliably measured even if it is not probable that the Company will incur 
a loss.  The Company assesses the adequacy of its provisions, if any, at each reporting period. 

 Contingent liabilities are potential obligations arising from past events, the existence of which will only be confirmed by the 
occurrence or non-occurrence of one or more future events not wholly within our control, and are not included in the table 
below. 
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A summary of the Company's provisions as at December 31, 2022 and 2021 and the changes during the period are as follows:  

 

1Includes $1,200 and $4,108 relating to key management personnel in 2022 and 2021 respectively.  

2Includes $2,508 relating to key management personnel.  

 

In the prior year ended December 31, 2021, the Company recorded restructuring charges of $12,770, which included $3,700 
for termination fees related to RF Securities’ carrying broker business. During the prior year, the Company also recorded 
$1,905 of legal provisions.   

b. Commitments 

The Company has entered into lease agreements for office premises and equipment for periods up to December 31, 2037.   
Aggregate future minimum annual payments for the fiscal years ended December 31 are as follows: 

 

 Note 17 – Financial Guarantees  
RF Securities, as required by the New SRO, has executed a full cross-guarantee arrangement with Richardson Wealth which 
stipulates that, in the event of default, RF Securities guarantees Richardson Wealth's outstanding obligations to clients up to the 
level of RF Securities' risk-adjusted capital.  In return, Richardson Wealth has guaranteed RF Securities' obligations to clients, 
in the event of default, up to the level of Richardson Wealth's risk-adjusted capital.  
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Note 18 – Net Income (Loss) Per Common Share 
 

Net income (loss) per common share consists of the following:

 

1On March 25, 2022, the Company completed the Consolidation of its common shares on a ratio of one post-consolidation 
share for every ten pre-consolidation shares. The comparative number of common shares outstanding have been revised. 

2The Company has the SIP Trust for the purposes of purchasing the Company's common shares in the open 

market and delivering the common shares to the eligible participants upon vesting, for RSUs that were granted before 2022. 

3In the case of a net loss, the impact of the shares pledged and other common shares subject to vesting conditions under share-
based compensation programs on diluted net loss per common share will not be dilutive, therefore basic, and diluted net loss 
per common share are the same. 
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Note 19 – Fair Value of Financial Instruments  
The Company records assets and liabilities held for trading, assets and liabilities designated at fair value, derivatives, certain 
equity and debt securities and securities sold short but not yet purchased at fair value, and other non-trading assets and 
liabilities at amortized cost less allowances or write-downs for impairment. 

For traded securities, quoted market value is considered to be fair value. Securities for which no active market exists are valued 
using all reasonably available market information.  

The carrying value of certain financial assets and liabilities, such as receivables and payables due from or to clients and brokers, 
client funds held in trust, employee and other loans receivable, other assets and liabilities, debt and provisions, is a reasonable 
estimate of fair value due to their short-term nature or because they are frequently repriced to current market rates.  
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Financial Instruments – Measurement 

The categories of measurement of financial instruments, excluding cash and cash equivalents held by the Company at 
December 31, 2022 and 2021 are as follows: 
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Financial Instruments – Fair Value Hierarchy 

IFRS 13, Fair Value Measurement, as issued by the IASB requires disclosure of a three-level hierarchy for fair value 
measurement based upon transparency of inputs into the valuation of a financial asset or financial liability as of the 
measurement date.   

The fair value hierarchy has the following levels: 

Level 1. The Company’s Level 1 assets and liabilities generally include debt and equity securities that are traded on an active 
exchange.  They are valued based on quoted prices (unadjusted) in active markets for identical assets or liabilities.   

Level 2. The Company’s Level 2 assets and liabilities include equity and debt securities that are not listed on an active 
exchange.  They also include debt and money market securities that are priced using aggregated trade data or reference prices 
based on yield, maturity and risk rating.  The fair value is based on inputs other than quoted prices that are observable for the 
asset or liability, either directly or indirectly.   

Level 3. The Company’s Level 3 equities are broker warrants that are valued based on observable data of the underlying 
security.  The inputs for valuing the asset or liability are not based on observable market data associated with the broker 
warrants themselves.   

The objective of these valuation techniques is to arrive at a fair value determination that reflects the value of the financial 
instrument at the reporting date that would have been determined by arm’s length market participants.   
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The following tables present the fair value hierarchy of the Company’s financial assets and liabilities that are carried at fair 
value: 
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The following table presents the changes in fair value measurements of financial assets included in Level 3 of the fair value 
hierarchy for the years ended December 31, 2022 and 2021.   

 

There were no transfers to or from all levels in years ended December 31, 2022 and 2021.    

a. Market Risk 

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in 
market prices. For purposes of this disclosure, the Company segregates market risk into three categories: fair value risk, interest 
rate risk and currency risk. 

Fair Value Risk 

Fair value risk is the potential for loss from an adverse movement in the value of a financial instrument. The Company incurs fair 
value risk through its trading positions and its portfolio of securities and broker warrants owned. 

Fair Value Sensitivity Analysis 

The following tables demonstrate the sensitivity of the Company’s net income to reasonable changes in fair value of the 
Company's financial instruments recorded on the consolidated balance sheets as at December 31, 2022, and 2021 at fair 
value. 

 

 

  



 107

 
  

  43 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
Years ended December 31, 2022 and 2021 
($ THOUSANDS, EXCEPT SHARE AND PER SHARE AMOUNTS) 

Interest Rate Risk  

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in 
market interest rates. The Company incurs interest rate risk on its own cash and cash equivalent balances, its client account 
cash balances, securities owned net of securities sold short, cash delivered or received in support of securities borrowing or 
lending activities, and loans provided to certain Richardson Wealth employees. All cash and cash equivalent balances mature 
within three months. Interest rates on cash balances are floating rates that vary depending on benchmark interest rates and the 
amount of cash deposited. Certain loans provided to Richardson Wealth employees bear interest at the prime rate of interest 
plus 2.5%. 

Interest Rate Sensitivity Analysis 

The tables below provide the potential net income impact of an immediate and sustained 100 basis point (bp) increase or 100 
bp decrease in interest rates applied to the balances outstanding as at December 31, 2022, and 2021. The analysis assumes 
that all other variables remain constant.
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Currency Risk 

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in 
foreign exchange rates. The Company also incurs currency risk on financial instruments held by the operating subsidiaries of 
the Company denominated in currencies other than their functional currency, which includes cash and cash equivalents, client 
account cash balances and broker receivables and payables. 

Currency Risk Sensitivity Analysis 

The tables below summarize the effects on net income and OCI as a result of a 10% change in the value of certain foreign 
currencies against the Canadian dollar as at December 31, 2022, and 2021. The analysis assumes that all other variables 
remain constant. 

 

 

b. Credit Risk 

Credit risk is the risk of loss associated with the inability of a third party to fulfill its payment obligations. The Company is 
exposed to the risk that third parties owing money, securities, or other assets to it will not perform their obligations. These 
parties include trading counterparties, customers, clearing agents, stock exchanges, clearing houses and other financial 
intermediaries. 

A primary source of credit risk to the Company arises when the Company extends credit to clients to purchase securities by way 
of margin lending. Margin loans are due on demand and are collateralized by the financial instruments in the clients’ accounts. 
The Company faces a risk of financial loss in the event a client fails to meet a margin call if market prices for securities held as 
collateral decline, and the Company is unable to recover sufficient value from the collateral held. The Company also faces credit 
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risk due to the default or deterioration in credit quality of a counterparty or an issuer of securities held in connection with the 
facilitation of client transactions relating to the Company's fixed income trading activities. 

Credit risk is managed in several ways. For margin lending, management has established lending limits that are generally more 
restrictive than those required by applicable regulatory policies.  Additionally, the Company manages its credit risk in certain 
types of trading activities by establishing aggregate limits by individual counterparty, reviewing security and loan 
concentrations, and marking to market collateral provided on certain transactions. Policies authorized by the Company 
prescribe the level of approval and the amount of credit exposure the Company may assume to a counterparty taking into 
account collateral or other credit risk mitigants where applicable. The Company did not incur any material loss arising from a 
counterparty default in 2022. As at December 31, 2022 and 2021, the Company had an allowance for credit losses of nil. 

The maximum exposure to credit risk relating to client and broker receivables, accounts receivable balances, employee and 
other loans receivable and share purchase loans without consideration of collateral is represented by the carrying value on the 
Company's consolidated balance sheets as at December 31, 2022, and 2021. 

c. Liquidity Risk 

Liquidity risk is the risk that the Company cannot meet a demand for cash or fund its obligations as they come due.  
Management oversees the Company's liquidity to ensure access to enough readily available funds to cover its financial 
obligations as they come due and sustain and grow its assets and operations under both normal and stress conditions. The 
table below sets forth the Company's short-term obligations and terms to maturity.  

 

The Company holds its cash and cash equivalent balances with a number of financial institutions with high credit ratings.  All 
cash and cash equivalent balances are comprised of highly liquid investments that are readily convertible to known amounts of 
cash with original maturities of three months or less.  The Company considers Canadian federal government debt (such as 
treasury bills) with original maturities from three to six months as highly liquid investments.  Although these securities are not 
classified as cash equivalents on the consolidated balance sheets, they form an important part of the Company's overall 
liquidity portfolio.    Payables and receivables to and from brokers and dealers represent open transactions that generally settle 
within the normal two-day settlement cycle and also include collateralized securities borrowed and/or loaned in transactions 
that can be closed within a few days if necessary.  Client receivables are secured by readily marketable securities and are 
reviewed on an ongoing basis for impairment in value and collectability.  The liquidity of the Company's main operating 
subsidiaries is continually evaluated, factoring in business requirements, market conditions and regulatory capital 
requirements.   There has been no change to the Company's cash management practices during fiscal 2022.  
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Credit Facilities  

The Company maintains access to certain credit facilities to facilitate the securities settlement process for both client and 
proprietary transactions.  Available credit facilities with Schedule I Canadian chartered banks were $389.6 million at December 
31, 2022, compared to $427.7 million at December 31, 2021. The facilities consist of call loans, letters of credit, daylight 
overdraft, and demand and foreign exchange facilities.  Interest on these facilities is based on floating rate benchmarks.  The 
Company had no amounts outstanding under any of these facilities as at December 31, 2022 and 2021.   

Note 20 – Debt and Capital Management 
The following table presents a breakdown of the Company’s debt obligations as at December 31, 2022 and 2021.

 

a. Revolving Credit Facility 

On September 10, 2021, the Company secured a $200 million syndicated revolving credit facility (Facility) with a syndicate of 
lenders. The initial authorized principal of the Facility is $125 million.  The Facility also includes an accordion provision that will 
enable the Company to request increases in the total commitment, on the same terms, by an aggregate amount of up to $75 
million, subject to certain conditions and the lenders’ approval.  

The Facility bears interest at a spread over prescribed benchmark rates, with the spread depending on the Company’s leverage 
at the time that it draws on the Facility.  The Facility has an initial two-year term with an option for additional one-year terms, at 
the Company’s request and subject to the lenders’ approval.  

The Facility contains clauses whereby the Company is required to meet certain financial covenants. As at December 31, 2022 
the Company met three covenants but did not meet the fourth, its fixed charge coverage ratio. Due to the breach of this 
covenant clause, the syndicate is contractually entitled to request immediate repayment of the drawn amount of $80.5 million. 
However, the syndicate has agreed, subsequent to year end, to waive the fixed charge coverage ratio covenant until March 30, 
2023 and, as such, the loan is not immediately repayable. In advance of March 30, 2023 the Company will work with the 
syndicate to revise the covenant or extend the waiver period. 

b. Preferred Shares 

Certain redeemable preferred shares issued by Richardson Wealth are classified as financial liabilities because they bear non-
discretionary dividends and are redeemable at the option of the holder, for cash, at any time following October 20, 2023. The 
Company has the right to acquire the preferred shares from the holder for cash at any time. The preferred shares are entitled to 
receive preferential cash dividends that accrue at an annual rate of prime plus 4%. These shares do not carry the right to vote.  
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Capital Management 

The Company requires capital to fund existing and future operations, its growth plans, future dividends, and regulatory capital 
requirements.  The Company's policy is to maintain sufficient and appropriate levels of, and access to, capital through a variety 
of sources. 

The following table sets forth the elements of the Company's equity capital position as at December 31, 2022 and 2021. 

 

Certain of the Company's subsidiaries are subject to regulatory capital requirements designed to provide notice to the 
regulatory authorities of possible liquidity concerns. Richardson Wealth and RF Securities are registered investment dealers 
subject to regulation primarily by the New SRO.  Sources of financial statement capital for the New SRO’s regulatory capital 
purposes include shareholders' equity and subordinated loans.  

Regulatory capital requirements fluctuate daily based on margin requirements in respect of outstanding trades and/or working 
capital requirements.  Compliance with these requirements may require the Company to keep sufficient cash and other liquid 
assets on hand to maintain regulatory capital requirements rather than using these liquid assets in connection with its business 
or paying them out as cash dividends.  As at and during the years ended December 31, 2022 and 2021, all of the Company's 
subsidiaries were in compliance with their respective regulatory capital requirements. 

  



112

 
  

  48 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
Years ended December 31, 2022 and 2021 
($ THOUSANDS, EXCEPT SHARE AND PER SHARE AMOUNTS) 

Note 21 – Net Change in Non-Cash Operating Items 
The following table presents a breakdown of the change in the Company’s non-cash operating items.    
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