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TRANSCONTINENTAL INC. GENERATES ORGANIC REVENUE AND PROFIT GROWTH IN 2011 AND IS WELL 

POSITIONED FOR THE FUTURE 
 

 
 Highlights  
 

(in millions of dollars, except per share data) 2011 2010 % Q4-
2011 

Q4-
2010 

% 

Revenues $2,043.6 $2,028.3 1% $537.5 $556.4 (3%) 

Adjusted operating income (1) 252.7 249.9 1% 86.3 88.9 (3%) 
Adjusted net income applicable to participating 
shares (2) 

161.7 155.9 4% 60.2 62.7 (4%) 

Per share 2.00 1.93 4% 0.74 0.78 (5%) 
Net income applicable to participating shares 77.8 166.6 (53%) 8.0 44.5 (82%) 
Per share 0.96 2.06 (53%) 0.10 0.55 (82%) 

Notes 1, 2 and 3: please refer to the table “Reconciliation of Non-GAAP financial measures” in this press release. 

• Adjusted net income applicable to participating shares increased 4%, from $155.9 million to $161.7 million. 
• The decrease in net income applicable to participating shares is primarily due to two non-cash and non-operational 

items. 
• Improved on our already strong investment grade financial position by further reducing our debt and optimizing our 

debt portfolio. As at October 31, 2011, our adjusted net indebtedness ratio(3) was 1.4x as compared to 1.9x for the 
same time last year. 

• Increased our dividends on participating shares twice in fiscal 2011. It now stands at $0.54 per share on an annual 
basis. 

• Developed our new digital and interactive business by acquiring Vortxt Interactive and launching an online auction 
site, BidGo.ca and a group buying site, Themegacatch.com. Reached close to $200 million in digital and interactive 
revenues in 2011.  

• Announced the acquisition of Quad/Graphics Canada, Inc. which is subject to the approval of the Competition 
Bureau. This transaction is expected to generate net incremental EBITDA of at least $40 million over the 12 to 24 
months following the closing. 

• Started printing our new 18 year contract with The Globe and Mail on our new hybrid presses. 
 

 
Montreal, December 8, 2011 – In 2011, Transcontinental Inc. (TSX: TCL.A, TCL.B, TCL.PR.D) increased its revenues by 
1%, from $2,028.3 million to $2,043.6 million, driven primarily by the Printing sector as a result of numerous new contracts, 
most notably from the expanded relationship with The Globe and Mail, and to a lesser extent by increased volume in our 
distribution and community newspaper publishing activities. This growth was mitigated by lower volume from the printing of 
magazines, books and catalogues and marketing products as well as educational book publishing activities. Excluding 



 

 

acquisitions, divestitures and closures, the impact of the exchange rate and the paper component variance, organic 
revenue growth was slightly positive and was generated in all three operating sectors. 
 

For this same period, adjusted operating income increased 1%, from $249.9 million to $252.7 million, driven primarily by the 
Printing sector through the contribution of new contracts coupled with the synergies associated with the use of our most 
productive assets and continued efficiency improvement initiatives. This growth was partially offset by continued strategic 
investments in the Media and Interactive sectors. Excluding acquisitions, divestitures and closures and the impact of the 
exchange rate, we generated close to 5% of organic profit growth. 
 
“I am very proud of our 2011 results as we managed to grow both our revenues and profit in an industry that is undergoing 
a profound transformation. This past year alone we aligned our business portfolio with our strategy by making strategic 
acquisitions, divesting non-core businesses and consolidating our operations. We also signed new contracts and launched 
new products and services to develop both our traditional and new digital offering. In fact, we have now built a business of 
close to $200 million in digital and interactive solutions. In addition, we laid the groundwork to accelerate our development 
by adapting our go-to-market strategy, through the integration of our Media and Interactive sectors, by launching a new 
brand and positioning and by improving our financial position significantly. Given all this, we are very well positioned to be a 
Canadian leader in marketing activation, helping our customers attract, reach and retain their target consumers,” said 
François Olivier, President and Chief Executive Officer.  
 
Net income applicable to participating shares 
 

(in millions of dollars) % % %

Results - For fiscal 2010 $ 2,028.3       $ 249.9            $ 166.6         

Acquisitions/Divestitures/Closures 0.9             0.0           % (2.1)              (0.8)          % (1.6)            (1.0)          %

Existing operations

Paper effect 19.3           1.0           % (1.8)              (0.7)          % (1.4)            (0.8)          %

Exchange rates effect (11.0)          (0.5)          % (5.0)              (2.0)          % (4.0)            (2.4)          %

Organic growth 6.1             0.3           % 11.7             4.7           % 12.8           7.7           %

Discontinued operations  -  - %  -  - % (50.6)          (30.4)        %

Impairment of assets, restructuring costs

 impairment of goodwill and intangible assets and 

 and unusual adjustments to income taxes  -  - %  -  - % (39.8)          (23.9)        %

Expenses related to debt prepayment  -  - %  -  - % (4.2)            (2.5)          %

Results - For fiscal 2011 $ 2,043.6       0.8           % $ 252.7            1.1           % $ 77.8           (53.3)        %

Revenues Adjusted operating income

Net income applicable 

to participating shares

 
 
Net income applicable to participating shares decreased 53%, from $166.6 million, or $2.06 per share, to $77.8 million, or 
$0.96 per share. This decrease is mainly attributable to two non-cash and non-operational items. The first item is an 
impairment of goodwill and intangible assets of $52.2 million in 2011 as compared to only $12.5 million in 2010. Of the total 
amount in 2011, $31.0 million was related to a goodwill impairment primarily linked to one-to-one marketing activities in the 
Interactive sector and $21.2 million was related to intangible assets, mainly in the Media sector, linked to trade names of 
our newspaper publishing assets in the Atlantic provinces and Saskatchewan.  The second item is a significant negative 
variance related to discontinued operations due to the double effect of a net gain of $29.4 million in 2010, on the disposal of 
our direct mail operations in the U.S., compared with a net loss of $21.2 million in 2011, on the disposal of our Mexican 
operations, mainly linked to an accumulated foreign exchange loss. The net difference of $50.6 million is non-cash and 



 

 

non-operational. Excluding unusual items and discontinued operations, adjusted net income applicable to participating 
shares increased 4%, from $155.9 million, or $1.93 per share, to $161.7 million, or $2.00 per share. 
 
Fourth quarter 
 
Transcontinental’s revenues decreased 3%, from $556.4 million to $537.5 million. This decrease was primarily due to the 
non-recurring revenue from the printing contract for the Canadian Census last year. Adjusted operating income decreased 
3%, from $88.9 million to $86.3 million. This decrease was primarily due to the non-recurrence of the Census contract as 
well as continued strategic investments in the Media and Interactive sectors. Net income applicable to participating shares 
decreased 82%, from $44.5 million, or $0.55 per share, to $8.0 million, or $0.10 per share. This decrease is mainly due to 
an impairment of goodwill and intangible assets of $52.2 million, as explained above, which is non-cash and non-
operational. Excluding unusual items and discontinued operations, adjusted net income applicable to participating shares 
decreased 4%, from $62.7 million, or $0.78 per share, to $60.2 million, or $0.74 per share.  
 
Other Financial Highlights  
 

• For the year, free cash flow increased significantly as capital expenditures decreased, from $125.0 million to $47.4 
million. 

 
• In fiscal 2011, Transcontinental optimized its debt portfolio. First, it set up a new two-year $200 million securitization 

program with a Canadian bank, which is currently unused. Second, it repaid more expensive debt ($100 million 
term credit facility with Caisse de dépôt et placement du Québec and its five-year term loan of $50 million with SGF 
Rexfor Inc.) by drawing on its line of credit, which boasts a much lower interest cost.  

 
• On December 21, 2010, Standard & Poor’s raised Transcontinental’s credit rating from BBB- (stable) to BBB  
 (stable) reflecting the continued improvement in Transcontinental’s financial position and prospects. 
 
• As at October 31, 2011, the adjusted net indebtedness ratio(3) was 1.4x, as compared to 1.9x as at October 31, 

2010. Over the next year, it should continue to improve given the expected increase in cash flow generation and a 
level of capital expenditures at around $75 million.  
 

For more detailed financial information, please see Management’s Discussion and Analysis for the fiscal year ended 
October 31, 2011 and the complete financial statements on our website at www.tc.tc, under “Investors.” 
 
Operating Highlights for Fiscal 2011 
 

• Announced the indirect acquisition of all the shares of Quad/Graphics Canada, Inc. This transaction is subject to 
approval of the Competition Bureau. The Corporation expects this transaction to close at the beginning of 2012.  
We also sold our Mexican operations (revenues of C$67 million in 2010) and our black and white book printing 
business destined for U.S. export (revenues of C$25 million in 2010) to Quad/Graphics. This exchange of assets is 
expected to generate at least $40 million in net incremental EBITDA for Transcontinental, over 12 to 24 months 
following closing of the Canadian transaction.  

• Adjusted our go-to-market strategy by combining the Interactive and Media sectors on November 1, 2011. This    
reorganization will make it easier to market our products and services and emphasize our offer on the various 
communication platforms, while continuing to deploy our other media and printing products. 



 

 

• Launched a new brand and positioning to better reflect our evolution into a leading player in the new marketing 
communications landscape: TC Transcontinental, a marketing activation company. The new brand better reflects 
the company’s comprehensive and integrated marketing communications service offering including print, media, 
digital, interactive and mobile. 

• Consolidated five printing plants by transferring the volume to larger plants which have benefited from investments 
in the recent years. 

• Continued to grow our newspaper publishing operations in Quebec by acquiring the publishing assets of Groupe Le 
Canada Français, Avantage Consommateurs de l’Est du Québec inc., Journal Nouvelles Hebdo as well as 
launching several newspapers.  

• Launched new services for our small and medium-sized business customers in local communities including Search 
Engine Marketing (SEM), web site design, online auctions through BidGo.ca and a group buying site under the 
brand Themegacatch.com.  

• Expanded our digital advertising representation by signing numerous deals which have led us to triple our digital 
network audience. We are now reaching over 13 million unique monthly visitors per month in Canada through more 
than 1,000 websites, bringing our global reach to almost 1 in 2 Canadian Internet users. 

• Acquired Vortxt Interactive, a leading provider of integrated mobile solutions located in Toronto.  

• Concluded a four-year agreement with Canadian Tire, which will add about $30 to $40 million in incremental 
revenues on an annual basis, starting in January 2012. This new agreement makes Transcontinental Canadian 
Tire’s leading provider of marketing solutions across Canada.  

• Launched our second Sustainability Report, based on the Global Reporting Initiative (GRI). Transcontinental Inc. 
was also ranked by the independent Canadian media corporation Corporate Knights as one of the Best 50 
Corporate Citizens in 2011 for the fifth consecutive year and was included in the Maclean’s/Jantzi-Sustainalytics 
ranking of the 50 most socially responsible corporations in Canada, for the third year in a row.  

• Nominated Isabelle Marcoux as Chair of the Board, starting February 16, 2012, following the decision by the 
founder, Mr. Rémi Marcoux, to officially leave his position as Executive Chair of the Board at the next shareholders’ 
meeting. Mr. Marcoux will, however, remain a member of the Board. 

• Elected two new members to the Corporation’s Board of Directors, Ms. Nathalie Marcoux, Vice President, Finance 
of Capinabel Inc., and Ms. Anna Martini, F.C.A., President of Groupe Dynamite Inc.  

• Appointed Katya Laviolette as Corporate Vice President, Human Resources and Nelson Gentiletti as Chief 
Financial and Development Officer. 



 

 

Reconciliation of Non-GAAP Financial Measures 
 
Financial data have been prepared in conformity with Canadian Generally Accepted Accounting Principles (GAAP). 
However, certain measures used in this press release do not have any standardized meaning under GAAP and could be 
calculated differently by other companies. The Corporation believes that certain non-GAAP financial measures, when 
presented in conjunction with comparable GAAP financial measures, are useful to investors and other readers because that 
information is an appropriate measure for evaluating the Corporation's operating performance. Internally, the Corporation 
uses this non-GAAP financial information as an indicator of business performance, and evaluates management's 
effectiveness with specific reference to these indicators. These measures should be considered in addition to, not as a 
substitute for or superior to, measures of financial performance prepared in accordance with GAAP. 

The following table reconciles GAAP financial measures to non-GAAP financial measures.  
 



 

 

(in millions of dollars, except per share amounts) 2011     2010     2011        2010      

Net income applicable to participating shares $ 8.0       $ 44.5      $ 77.8         $ 166.6     

Div idends on preferred shares 1.7       1.7       6.8           6.8        

Net loss (income) from discontinued operations (after tax) 1.2       1.1       21.2         (29.4)      

Non-controlling interest 0.1       0.6       0.9           0.9        

Income taxes 5.0       7.3       30.3         34.1       

Discount on sale of accounts receivable  -  -  - 0.9        

Financial expenses 9.9       11.7      39.3         42.6       

Expenses related to long-term debt prepayment  -  - 5.8            -

Impairment of goodwill and intangible assets 52.2      12.5      52.2         12.5       

Impairment of assets and restructuring costs 8.2       9.5       18.4         14.9       

Adjusted operating income $ 86.3      $ 88.9      $ 252.7       $ 249.9     

Amortization 30.4      29.9      120.3       123.3     

Adjusted operating income before amortization $ 116.7    $ 118.8    $ 373.0       $ 373.2     

Net income applicable to participating shares $ 8.0       $ 44.5      $ 77.8         $ 166.6     

Net loss (income) from discontinued operations (after tax) 1.2       1.1       21.2         (29.4)      

Unusual adjustments to income taxes  -  -  - (2.4)       

Expenses related to long-term debt prepayment (after tax)  -  - 4.2            -

Impairment of goodwill and intangible assets (after tax ) 45.1      10.4      45.1         10.4       

Impairment of assets and restructuring costs (after tax ) 5.9       6.7       13.4         10.7       

Adjusted net income applicable to participating shares $ 60.2      $ 62.7      $ 161.7       $ 155.9     

Average number of participating shares outstanding 81.0      80.9      81.0         80.8       

Adjusted net income applicable to participating shares per share $ 0.74      $ 0.78      $ 2.00         $ 1.93       

Cash flow related to continuing operations $ 118.7    $ 43.7      $ 304.7       $ 156.0     

Changes in non-cash operating items 15.0      (68.1)     (6.3)          (155.1)    

Cash flow from continuing operations before changes in non-cash 

operating items $ 103.7    $ 111.8    $ 311.0       $ 311.1     

Long-term debt $ 292.5       $ 712.9     

Current portion of long-term debt 271.9       17.8       

Cash and cash equivalents (75.0)        (31.9)      

Net indebtedness $ 489.4       $ 698.8     

Adjusted operating income before amortization $ 373.0       $ 373.2     

Net indebtedness ratio 1.31x 1.87x

(3) Adjusted net indebtedness ratio excludes the amount to be paid to Quad/Graphics at the closing of the indirect acquisition of Quad/Graphics Canada, 

Inc., which is subject to the approval of the Competition Bureau.

Reconciliation of Non-GAAP financial measures

(unaudited)

Three months ended October 31 For fiscal years ended October 31



 

 

 
Dividend 
 
At its December 8, 2011 meeting, the Corporation’s Board of Directors declared a quarterly dividend of $0.135 per Class A 
Subordinate Voting Shares and Class B Shares. This dividend is payable on January 20, 2012 to participating shareholders 
of record at the close of business on January 6, 2012. On an annual basis, this represents a dividend of $0.54 per share. 
Furthermore, at the same meeting, the Board also declared a quarterly dividend of $0.4242 per share on cumulative 5-year 
rate reset first preferred shares, series D. This dividend is payable on January 16, 2012. On an annual basis, this 
represents a dividend of $1.6875 per preferred share. 
 
Additional Information 
 
Upon releasing its fiscal 2011 results, Transcontinental will hold a conference call for the financial community today at 4:15 
p.m. Media may hear the call in listen-only mode or tune in to the simultaneous audio broadcast on the Corporation’s Web 
site, which will then be archived for 30 days. For media requests for information or interviews, please contact Nancy 
Bouffard, Director, Internal and External Communications of TC Transcontinental, at 514 954-2809. 
 
Profile 

TC Transcontinental creates marketing products and services that allow businesses to attract, reach and retain their target 
customers. The Corporation is the largest printer in Canada and the fourth-largest in North America. As the leading 
publisher of consumer magazines and French-language educational resources, and of community newspapers in Quebec 
and the Atlantic provinces, it is also one of Canada's top media groups. TC Transcontinental is also the leading door-to-
door distributor of advertising material in Canada through its celebrated Publisac network in Quebec and Targeo in the rest 
of Canada. Thanks to a wide digital network of more than 1,000 websites, the Corporation reaches over 13 million unique 
visitors per month in Canada. TC Transcontinental also offers interactive marketing products and services that use new 
communication platforms supported by marketing strategy and planning services, database analytics, premedia, e-flyers, 
email marketing, custom communications and mobile solutions.  

Transcontinental Inc. (TSX: TCL.A, TCL.B, TCL.PR.D), known by the brands TC Transcontinental, TC Media and              
TC Transcontinental Printing, has approximately 10,000 employees in Canada and the United States, and reported 
revenues of C$2.0 billion in 2011. For more information about the corporation, please visit www.tc.tc 

Forward-looking Statements 
 
This press release contains certain forward-looking statements concerning the future performance of the Corporation. Such 
statements, based on the current expectations of management, inherently involve numerous risks and uncertainties, known 
and unknown. We caution that all forward-looking information is inherently uncertain and actual results may differ materially 
from the assumptions, estimates or expectations reflected or contained in the forward-looking information, and that actual 
future performance will be affected by a number of factors, many of which are beyond the Corporation’s control, including, 
but not limited to, the economic situation, structural changes in its industries, exchange rate, availability of capital, energy 
costs, increased competition, as well as the Corporation’s capacity to engage in strategic transactions and integrate 
acquisitions into its activities. The risks, uncertainties and other factors that could influence actual results are described in 
the Management’s Discussion and Analysis and Annual Information Form. 
 



 

 

The forward-looking information in this release is based on current expectations and information available as at December 
8, 2011. The Corporation’s management disclaims any intention or obligation to update or revise any forward-looking 
statements unless otherwise required by the Securities Authorities.  
 
 
 

- 30 - 
 
 
For information:  
 
 

Media 
  
Nancy Bouffard 
Director, Internal and External Communications 
TC Transcontinental  
Telephone : 514 954-2809  
nancy.bouffard@tc.tc  
www.tc.tc 
 

Financial Community 
 
Jennifer F. McCaughey 
Senior Director, Investor Relations and Financial 
Communications 
TC Transcontinental  
Telephone : 514 954-2821 
jennifer.mccaughey@tc.tc 
www.tc.tc 
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Transcontinental h
nformation. 

SELECTED FINA

For fourth qua
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(in millions of dollars, 

Operations

Revenues 

Adjusted operating 

Operating income

Adjusted operating 

Net income applica

Adjusted net incom

Cash flow from ope

operating items (

Cash flow related t

Investments

Acquisitions of prop

Business acquisitio
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2)   Total consideration 

1)   Please refer to the 
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vironmental policie

cal years ende

a)
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e changes in non-
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ALYSIS 

es to minimize its 

ed October 31 

2011

537.5$        

116.7          

25.9            

86.3            

8.0             

60.2            

103.7          

ns 118.7          

10.2            

30.4            

0.10            

0.74            

1.28            

ns 1.47            
0.14            

 81.0            

red through the purcha

ncial Measures" on pa

Three mo

 environmental im

 

2010

556.4$         

118.8          

66.9            

88.9            

44.5            

62.7            

111.8          

43.7            

16.0            

7.1              

0.55            

0.78            

1.38            

0.54            
0.09            

80.9            

ase of shares or assets

age 18 of this Manage

onths ended October 3

mpacts. See Trans

Variation

in %

-3% $   

-2%      

-61%      

-3%      

-82%      

-4%      

-7%      

n/a      

-36%      

n/a      

-82%      

-5%      

-7%      

n/a      
56%      

     

ts.

ement's Discussion an

31

 

scontinental’s Ann

2011

2,043.6        $ 

373.0              

182.1              

252.7              

77.8               

161.7              

311.0              

304.7              

47.4               

35.8              

0.96               

2.00               

3.84               

3.76               
0.49               

81.0              

O

$ 

   

   

$ 

  

nd Analysis.
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nual Information F

2010

2,028.3     

373.2        

222.5        

249.9        

166.6        

155.9        

311.1        

156.0        

125.0        

14.0         

2.06         

1.93         

3.85         

1.93         
0.35         

80.8         

As at
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2011
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489.4              

1,329.0          

1.31x

15.17        $    

81.0               
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Form for more 
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4%

0%

n/a
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95%
40%
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October 31

2010

2,594.7    

698.8       

1,247.0    

1.87x

14.16       

81.0         
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DETAILED ANAL

Analysis of Ma
For the fiscal y
unaudited) 

(in millions of dollars)

Results - For fiscal

Acquisitions/Divestit
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Paper effect
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 impairment of goodw
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 The ne
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e effect was $4.0 

c growth in revenu
Printing Sector, p
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onal efficiency and
dia and Interactive
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ION AND ANA

L 2011 OPERAT
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$
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ncial expenses a
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ed revenues by $
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 dollar versus the 
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conversion of sale
, was $5.3 million

mpact of export sa
tive impact of the c
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 higher revenues 
venue growth in 
ffset by the volum
 educational refor
c growth in adjus
d new printing con
e sectors in order 
es and the adverse
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ed Results 
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2,028.3       

0.9                 

19.3               

(11.0)              

6.1                 

 -

 -

 -

2,043.6           

Revenues

tributed to the vari

s and closures in
and income taxes
development costs
al 2011.  

19.3 million. This 
printing operation
the Media Sector
ve impact on net i

 U.S. dollar had a
gative variation in
es of the U.S. unit
. The conversion 

ales, net of curren
conversion of bala
rating income. Tak

$6.1 million, or 0.3
ntract to print The
in distribution an
fiscal 2011, prim

me decrease in m
m in Quebec, as w

sted operating inc
ntracts. These elem
 to further develop
e impact of the com

 

  

%

$

0.0        %

1.0        %

(0.5)       %

0.3        %

 - %

 - %

 - %

0.8        % $
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iation between res

ncreased revenue
s, the negative ef
s and integrating a

figure includes va
ns. Note that for 
r, the variation in t
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n impact on fiscal
n average spot ex
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ncy hedging and p
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e Globe and Mai
d newspaper pub
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well as a decline i

come, which rose 
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p digital solutions 
mpletion of the ed

249.9            
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11.7             

 -

 -
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252.7            

sted operating income

sults in fiscal 2011

es by $0.9 million
ffect on net earn

acquisitions in the 

ariations in the pri
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the price of paper
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xchange rates in 
 impact of about $
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 The increase stem
il, to higher sales
blishing operations
premedia and cu
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n national advertis
 4.7% to $11.7 m
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 and interactive m

ducational reform i

%
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(2.0)          %
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 - %

 - %

 - %
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 and decreased 
nings amounted t
 Interactive Sector
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et income applicable 

 participating shares
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Revenues Gen
For fiscal year
unaudited) 

(in millions of US dollars)

Exports from Canada t

Revenues generated in

Total revenues

Geographic Di
For fiscal year
unaudited) 

 

(in millions of Canadian d
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U.S. 

Imports from Canad

Domestic market

Total U.S.
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With respect to rev
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2011          

$ 142.9         

104.6         

$ 247.5         

es in Canadian

2011          

$ 1,787.5        

152.3          

103.8          

256.1          

$ 2,043.6        

d in U.S. dollars w
in U.S. dollars, w

ontinental’s black 
so down, from US
hese were more t

As shown in the tab
of the rise of the C

s mainly from new 
kly papers in Queb
t expressed in Can
as 0.9898 CAD/U

 

   

Breakdown

57.7                  %

42.3                  

100.0                %

n Dollars 

Breakdown

87.5                 %

7.5                   

5.0                   

12.5                 

100.0                %
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hich were down 2
and white printing

S$106.3 million in 
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ble directly above,
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 printing contracts
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SD compared to 1
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e decrease is mai
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100.0              %
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(1.7)      

$ (5.1)      

Change $ 

2011 vs 2010
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(7.4)        

(15.5)      

$ 15.3       

2

Change $ 

2011 vs 2010
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(1.6)            

(2.0)            %
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1.8             %

(5.0)            

(6.7)            

(5.7)            

0.8             %

Change %  

2011 vs 2010
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REVIEW OF OPE

Analysis of Ma
For the fiscal y
unaudited) 

(in millions of dollars)

Revenues - For F

Acquisitions/Divest

Ex isting operations

Paper effect

Exchange rat

Organic grow

Revenues - For F

Adjusted operatin

Acquisitions/Divest

Ex isting operations

Paper effect

Exchange rat

Organic grow

Adjusted operatin
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Management belie
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Printing Sector rev
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$ 380.        

(2.          

1.           

(1.          

(14.         

$ 363.        

$ 57.          

(0.          

 

(0.          

4.           

$ 60.          

Printing Se

 by business segm

 4.4%, from $380
d exchange rates,
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ears. This contrac
ok and Catalogue 
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om 15.1% for four
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Quad/Graphics to 
eing reviewed by 
sold the Printing 
rth quarter. 

169.2 million in fou
e $0.4 million, or 0
p, which was affec
ecent quarters, wh
ng strategic invest

om $30.1 million in
ase was $5.1 millio
uebec. The Media

 

2 $ 169.2     

3) 3.8        

8  -

6)  -

5) 0.4        

6 $ 173.4     

4 $ 30.1      

4) 0.7        
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4)  -
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of work in some p

indirectly acquire 
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cted by lower nat
hile the New Media
ments and develo
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a Sector’s adjuste
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-
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down $14.5 million
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million for the sa
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n assets to Quad
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se is the result of 
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010 to $25.4 millio
 stems primarily fr

ed operating incom

 

33.4 $           
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n, or 3.8%. Negat
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perating income co
rforming equipme
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556.4     

1.8        

1.8        

(1.8)       

(20.7)     

537.5     

88.9      

0.1        

(0.3)       

(0.3)       

(2.1)       

86.3      

lidated Results
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n fourth quarter 20
he publishing asse
well as most of the
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he adjusted opera
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$32.5 million in fou
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RECONCILIATION
Financial data hav
his discussion and
believes that certa
other readers beca
his non-GAAP fina
ndicators. These 
accordance with G
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(in m illions  of d

N et in co m e ap

D iv idends  on p

N et loss  (incom

N on-controlling

Incom e tax es
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E x penses  rela
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Im pairm ent of a

A d ju sted  o p e
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N et in d eb ted n
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GAAP. Below is a t
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goodw ill and intang

assets  and res truc
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ated  to  co n tin u i

n-cash operating i
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 of long-term  debt
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n ess

ting incom e before

n ess ratio

ION AND ANA

AP FINANCIAL M
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ncial measures, w
ion is an appropria
 as an indicator o
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able reconciling G
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ebt prepay m ent
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c turing cos ts
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ued operations  (af

tax es

ebt prepay m ent (a

gible assets  (after 

c turing cos ts  (after 

b le to  p articip ati
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tem s
p eratio n s b efo re
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ALYSIS 

MEASURES  
h Canadian Gene
dized meaning un

when presented in 
ate measure for e
f business perform

n addition to, not 
GAAP financial me

s

fter tax )

o n

s

fter tax )

after tax )

 tax )

 tax )

n g  sh ares

g

n g  sh ares p er  sh

e ch an g es in  n o n

rally Accepted Ac
der GAAP and co
 conjunction with c
valuating the Corp

mance, and evalua
as a substitute fo

easures to non-GA

2     

$       

      

      

      

      

      

5      

      

$ 8      

3      

$ 11    

$       

      

4      

      

$ 6      

8      

h are $ 0      

$ 11    

1      
n -cash  

$ 10    

Three m o

ccounting Principle
ould be calculated 
comparable GAAP
poration’s operatin
ates managemen
or or superior to, 
AAP financial mea

011     

8.0 $     

1.7     

1.2     

0.1     

5.0     

 -

9.9     

 -

52.2     

8.2     

86.3 $     

30.4     

16.7 $ 1    

8.0 $     

1.2     

 -

 -

45.1     

5.9     

60.2 $     

81.0     

0.74 $     

18.7 $     

15.0     

03.7 $ 1    

onths  ended O c tob

 

es (GAAP). Howe
 differently by othe
P financial measu
ng performance. I
t’s effectiveness w
measures of fina
sures.  

2010   

44.5  $   

1.7     

1.1     

0.6     

7.3     

 -

11.7    

 -   

12.5    

9.5     

88.9  $   

29.9    

118.8 $   

44.5  $   

1.1     

 -

 -   

10.4    

6.7     

62.7  $   

80.9    

0.78  $   

43.7  $   

(68.1)   

111.8 $   

$   

  

  

$   

$   

ber 31 F or fi

ever, certain meas
er companies. The
res, are useful to 
nternally, the Corp
with specific refere
ncial performance

2011      

77.8       $

6.8         

21.2       

0.9         

30.3       

 -

39.3       

5.8         

52.2       

18.4       

252.7     $

120.3     

373.0     $

77.8       $

21.2       

 -

4.2         

45.1       

13.4       

161.7     $

81.0       

2.00       $

304.7     $

(6.3)        

311.0     $

292.5     $

271.9     

(75.0)      

489.4     $

373.0     $

1.31x

scal y ears  ended
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sures used in 
e Corporation 
investors and 
poration uses 
ence to these  
e prepared in 

2010      

$ 166.6     

6.8        

(29.4)      

0.9        

34.1       

0.9        

42.6       

 -

12.5       

14.9       

$ 249.9     

123.3     

$ 373.2     

$ 166.6     

(29.4)      

(2.4)       

 -

10.4       

10.7       

$ 155.9     

80.8       

$ 1.93       

$ 156.0     

(155.1)    

$ 311.1     

$ 712.9     

17.8       

(31.9)      

$ 698.8     

$ 373.2     

1.87x

 O c tober 31
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SUMMARY OF Q
 

Selected Quar
unaudited) 

(in millions of dollars, e

Revenues

Adjusted operating inco

Adjusted operating inco

Operating income

Adjusted operating inco

Adjusted operating inco

Net income applicable 

Per share

Adjusted net income ap

Per share

%  of fiscal year

The above table sh
of fiscal 2011, yea
he negative impac
spending is usually

T’S DISCUSSI

UARTERLY RES

rterly Financia

except per share amou

ome before amortization

ome margin before amo

ome

ome margin

 to participating shares

pplicable to participating

hows changes in T
r over year. Howe
ct of the exchange
y higher in the fall.

ION AND ANA

SULTS 

al Results  

unts)

n

ortization

g shares

Transcontinental's
ever, this increase 
e rate, and divest
. 

 

ALYSIS 

Q4

$    537 $    4

   117     

  21.8 %   17

$     26 $     

    86     

16.0  % 11  

$       8 $     

  0.10   0.

    60     

  0.74   0.

    37 %     

s quarterly results.
 was reduced by, 
titures and closure

 

Q3 Q2

493 $    499 

87     90 

7.6 %   18.0 %

56 $     56 

57     60 

1.6 % 12.0  %

11 $     33 

.13   0.41 

33     39 

.40   0.49 

21 %     24 %

2011

 
. New printing con
 among other facto
es. Also, fourth-qu

Q1

$    515 $

    80 

%   15.5 %

$     44 $

    49 

% 9.5   %

$     26 $

  0.32 

    29 

  0.37 

%     18 %

ntracts raised the C
ors, lower revenue
uarter results are 

Q4 Q

   556 $    481

   119     87

  21.4 %   18.1

    67 $     56

    89     57

16.0  % 11.9  

    45 $     29

  0.55   0.36

    63     33

  0.78   0.41

    40 %     21

Corporation's reve
es in the Magazin
higher than the o

3 Q2

1 $    495 

7     89 

1 %   18.0 %

6 $     55 

7     57 

9 % 11.5  %

9 $     67 

6   0.83 

3     34 

1   0.42 

1 %     22 %

2010

enues in the first t
ne, Book and Cata
other quarters sinc

 

Q1

$    495 

    78 

  15.8 %

$     45 

    46 

9.3   %

$     26 

  0.32 

    26 

  0.32 

    17 %
 

hree quarters 
alogue Group, 
ce advertising 
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FINANCIAL COND

Principal Cash
For fiscal year
unaudited) 

     (in millions of 

Operating act

Cash flow from

Changes in no

Cash flow rela

Investing act

Business acqu

Acquisitions of

Other

Cash flow rela

Financing act

Increase in lon

Reimbursemen

Increase (decr

Issuance of pa

Div idends on p

Div idends on p

Bond forward

Other

Cash flow rela

Other relevan

Net indebtedne

Shareholders’ 

Net indebtedne

Credit rating

 

Standard an

DBRS

Cash Flow Rel
Cash flow from op
Changes in non-ca
mainly due to the
$304.7 million in 20

T’S DISCUSSI

DITION, LIQUIDIT

h Flows and F
rs ended Octo

dollars)

tivities

m continuing opera

on-cash operating 

ated to operating a

ivities 

uisitions, net of dis

f property , plant an

ated to investing a

tivities

ng-term debt

nt of long-term deb

rease) in revolv ing

articipating shares

participating share

preferred shares

ated to financing ac

nt information

ess

equity

ess ratio

nd Poor’s

lated to Contin
perating activities
ash operating item
 complete repaym
011, compared to 

ION AND ANA

TY AND CAPITAL

inancial Cond
ober 31 

ations before chan

items

ctiv ities of continu

sposals

nd equipment, net

ctiv ities of continu

bt

g term credit facilit

es

ctiv ities of continu

nuing Operati
s before changes 
ms led to a cash ou
ment of the secu
 $156.0 million in 2

 

ALYSIS 

L RESOURCES  

dition 

nges in non-cash o

uing operations

t of disposals

uing operations

ty

ing operations

ons 
 in non-cash ope
utflow of $6.3 milli
ritization program
2010. 

operating items

erating items were
on in 2011, comp

m during the fisca

$

e stable, from $3
pared to a cash ou
al 2010. Consequ

 

2011           

311.0          

(6.3)            

304.7          

(35.8)          

(44.8)          

(21.1)          

(101.7)         

 -

(168.0)         

4.5             

0.2             

(39.7)          

(6.8)            

(6.0)            

(1.2)            

(217.0)         

489.4          

1,329.0       

1.31x

BBB high

Stable

BBB

Stable

311.1 million in 20
utflow of $155.1 m
uently, cash flow 

              

$               

              

              

              

              

              

              

              

              

              

              

              

              

              

              

              

1             

BB

010 to $311.0 mi
million in 2010. The

from operations 

  
 

20 
 

2010    

311.1   

(155.1)  

156.0   

(14.0)   

(114.1)  

(24.1)   

(152.2)  

40.5    

(10.1)   

(95.4)   

2.1      

(28.3)   

(7.0)     

 -

(0.2)     

(98.4)   

698.8   

1,247.0

1.87x

BB high

Stable

BBB-

Stable
 

llion in 2011. 
e difference is 
increased, to 
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Cash Flow Rel
n fiscal 2011, the
$114.1 million in 20

The acquisitions m
s mainly due to lar

Cash Flow Rel
The Corporation pa
ecent quarters wh

dividends on prefe
 
Dividends paid by 

Shares Issued a
Class A  
(Subordinate Vot
Class B  
(Multiple Voting S
Series D Preferr
(with cumulative 

Debt Instrume
As at October 31,
significant reductio
equipment. 

The Corporation's 
applicable interest
unsecured notes d
and there is no ind

As at October 31, 2
presented in the ab

n January 2011, t
paid is €39.3 millio
exchange rate at 1

On February 1, 20
or the eight years
Canadian Governm
ate by 1.50% for t

On February 17, 2
de dépôt et placem
nterest at much lo
ed to a non-recurr

On July 4, 2011, t
annual interest rate
epayment optimiz
ows.  

Apart from its long
obligations and com

T’S DISCUSSI

lated to Invest
e Corporation con
010, primarily bec

made in 2011 in the
rger acquisitions c

lated to Finan
aid $39.7 million in
hich raised the qua
rred shares, an am

Transcontinental t

and Outstanding 

ting Shares) 

Shares)  
red  
rate reset)  

nts 
 2011, the adjust

on in net indebted

 $400 million revo
 rate on the term

denominated in U
ication at the mom

2011, letters of cre
bove paragraph.  

he Corporation be
on ($55.5 million)
.5761 and the inte

11, the Corporatio
s remaining on th
ment Bonds rate a
he remaining term

011, the Corporat
ment du Québec w
ower rate. Although
ing charge of $4.5

the Corporation p
e of 8.25%, was re

zed the Corporatio

g-term debt, the C
mmitments for futu

ION AND ANA

ting Activities
nsiderably reduced
ause the project to

e Media and Inter
compared to 2010

cing Activities
n dividends on pa
arterly dividend fro
mount similar to la

to Canadian resid

 

ted net indebtedn
dness related to c

olving credit facili
m revolving credit 

.S. dollars for the 
ment that the Corp

edit amounting to 

egan reimbursing 
. On December 1
erest rate on this f

on entered into an 
he debenture’s 10
at 4.34%, came to 
m of the debenture

tion repaid, more 
which bore interes
h this debt prepay
5 million, of which 

re-paid its $50 mi
epaid early using 
on's debt portfolio

orporation’s comm
ure years.  

 

ALYSIS 

s of Continuing
d its investments 
o print The Globe 

ractive Sector led 
. 

s of Continuin
rticipating shares 
om 9.0 cents to 1

ast year. 

ents are eligible d

ness ratio stood a
cash flows from o

ity, of which $18
is based on the c
 amount of C$74.

poration will have a

 C$0.4 million and

its six-year loan fr
1, 2009, the Corp
facility at bankers’ 

 agreement setting
0-year term. The 
 maturity on Nove

e.  

than three years b
st at the bankers’ 
yment currently op
$1.1 million will ha

illion term loan fro
the term revolving
, it generated a n

mitments are main

 

g Operations 
 in property, plan
 and Mail was com

to a cash outflow 

ng Operations
in fiscal 2011, com
3.5 cents per sha

ividends as per pr

As at Octob

65,873

15,15

  4,000

at 1.44x (1.87x a
operating activities

1.7 million was u
credit rating assig
.4 million will also 
any difficulty repla

d US$2.3 million w

rom a European b
poration arranged 
 acceptance rates

g the interest rate 
bond forward co

ember 5, 2010 and

before the end of 
 acceptance rate +
ptimizes the Corpo
ave no effect on c

om SGF Rexfor, w
g credit facility whi
on-recurring expe

nly comprised of o

  
nt and equipment 
mpleted in 2010.  

 of $35.8 million, c

s  
mpared to $28.3 m
are. In addition, in 

rovincial and fede

ber 31, 2011 

3,182 

1,235  

0,000 

as at October 31,
s and a significan

sed as at Octobe
gned by Standard
 mature in fiscal 2

acing these financi

were drawn on the 

bank. As at Octob
 a cross-currency

s plus 3.36% 

 on a $50 million d
ntract entered int
d resulted in a cas

 its term its five-ye
+ 6.375% by usin
oration’s debt port
cash flows.  

which would have
ich currently bears
ense of $1.3 millio

operating leases. 

 to $44.8 million 

compared to $14.

million in 2010, up
 fiscal 2011, the C

ral income tax law

As at

, 2010). The dec
nt reduction in spe

er 31, 2011, matu
d & Poor's Rating
2012. Preliminary
ing sources at attr

 term revolving cr

ber 31, 2011, the c
y swap, which ma

debenture with the
to to lock the por
sh disbursement w

ear $100.0 million
ng its revolving ter
tfolio by reducing 

e matured in July 
s interest at much
on, of which $0.3 

The table below s

net of disposals, 

0 million in 2010. 

 40.3% due to two
Corporation paid $

ws.  

t November 30, 20

65,878,382 

15,151,235  

  4,000,000 

rease stems mai
ending on propert

ures in Septembe
gs Services. In ad
y approaches have
ractive market con

redit, in addition to

capital amount rem
atures in six year

e Solidarity Fund Q
rtion of the rate b
which will increase

 term credit facility
rm credit which cu
its average interes

 2014. This term 
h lower rate. Altho
million had no im

shows the breakd

 

compared to 

 The increase 

o increases in 
$6.8 million in 

011 

nly from the 
ty, plant and 

er 2012. The 
ddition, senior 
e been made 
nditions.  

o the amounts 

maining to be 
rs, to set the 

QFL at 5.58% 
based on the 
e the effective 

y with Caisse 
urrently bears 
st rate cost, it 

loan, with an 
ugh this early 

mpact on cash 

down of these 
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(in millions of dollars)

Current assets
Future income taxes
Other current assets

Property, plant and eq
Goodwill
ntangible assets

Future income taxes
Other assets
Assets from discontinue

Current liabilities
Accounts payable a
Future income taxes
Other current liabilitie

Long-term debt
Future income taxes
Other liabilities
Liabilities from discontin

Non-controlling interes

Shareholders' equity
Share capital
Contributed surplus

Retained earnings
Accumulated other c

FRS 1, “First-time
FRS statement of 
he process than t
some standards. T
mpact for the Corp

Exemption 

A) Deemed Costs
(IAS 16) 

B) Borrowing Cos
(IAS 23) 

T’S DISCUSSI

onsolidated O

as completed the 
ws these differenc

s
s

uipment

ed operations

nd accrued liabilities
s
es

nued operations

st

comprehensive income

e Adoption of Inte
 financial position
he benefits warra

The exemptions ar
poration.  

Descriptio

s 

 
IFRS 1 al
at that da
calculated
 

sts  

 
IAS 23 re
qualifying 
expense. 
 

ION AND ANA

Opening Balan

 preliminary quant
ces on the opening

$

$

e (loss)

$

rnational Financia
. The purpose of t
nt. Thus certain r
re optional and the

on and Status 

lows for assets to 
ate. The deemed 
d using the deeme

equires the capita
 asset. Under Ca
The Corporation’s

ALYSIS 

ce Sheet as at

tification of the ex
g balance sheet as

Canadian 
GAAP A

16.6         
616.4       
633.0       

871.6       (102.4   
678.1       
179.1       
145.3       18.6      

39.2         
48.4         

2,594.7    (83.8     

345.4       
2.5           

98.0         
445.9       

712.9       
137.4       (16.     

50.0         
0.7           

1,346.9    (16.     

0.8           

478.6       
13.7         

784.0       (67.8     
(29.3)        
754.7       

1,247.0    (67.8     
2,594.7    (83.8     

al Reporting Stand
this standard is to
elief measures, ca
e exceptions are r

 be evaluated at th
 cost is then use

ed cost. 

lization of borrow
nadian GAAP, an
s accounting policy

t November 1

pected impact of d
s at November 1, 2

B C

4) (13.2)     

6 11.4      
(6.9       

8) (13.2)     4.5        

1) (3.3)       
35.0      

1) (3.3)       35.0      

8) (9.9)       (30.5     

8) (9.9)       (30.5     
8) (13.2)     4.5        

dards” is the stan
o provide a starting
alled exemptions 
required. The follo

heir fair value at th
ed instead of the 

ing costs directly 
 entity has the op
y is to capitalize b

, 2010 

differences betwe
2010. 

D E

4
9)

5 -        -        

0

0 -        -        

(0.7)       
(10.5)     

5) 11.2      (24.9     
24.9      

5) -        -        
5 -        -        

ndard which the C
g point for IFRS-c
and exceptions, a

owing list presents

he transition date 
 cost or amortize

 attributable to the
ption of capitalizin
borrowing costs. 

 

een Canadian GAA

F G

16.3      

0.6        

0.6        16.3      

3.9        

3.9        -        

9) (3.3)       16.3      
9

(3.3)       16.3      
0.6        16.3      

Corporation must a
compliant account
are permitted to a
s some exemption

 and to use this fa
ed cost, and the 

e acquisition, con
g borrowing costs

AP and IFRS and 

H Other

(16.7)     0.1        

3

16.7      1.2        

3 -        1.3        

(0.2       
(2.7)       0.2        

2.7        (0.3       
5.7        

-        5.4        

3 (4.1       

3 -        (4.1       
3 -        1.3        

apply in preparing
ting without spend
avoid retroactive a
ns that could have 

air value as the de
subsequent amo

nstruction or produ
s or recognizing th

  
 

24 
 

 the table on 

IFRS

0.0         
616.4     
616.4     

772.3     
678.1     
179.1     
193.8     

32.3       
48.4       

3 $ 2,520.4  

) $ 345.2     
-         

98.0       
443.2     

712.9     
3) 124.3     
7 90.7       

0.7         
1,371.8  

0.8         

477.9     
3.2         

) 671.1     
(4.4)        

666.7     
) 1,147.8  

3 $ 2,520.4   

g its opening 
ding more on 
application of 
 a significant 

eemed cost 
rtization is 

uction of a 
hem as an 



M
 

 
 
2
 

 

 
In
th
 

 
 
 

MANAGEMENT

25      

C) Employee 
Benefits 
(IAS 19) 

D) Share-based 
Compensation 
(IFRS 2) 

E) Cumulative 
Translation 
Differences 
(IAS 21) 

n addition, the follo
he transition date.

Subject 

 
Impairment of 
Assets  
(IAS 36) 

Business 
Combinations  
(IFRS 3) 

Estimates 
(IFRS 1) 

T’S DISCUSSI

IFRS offe
under IFR
commenc
 
 
IAS 19 Em
to the dat
at the tran
 
 
Under IFR
recognize
stock opti
 
 
IAS 21 Ef
IFRS from
difference
foreign op
 

owing items could
 

Items tha
 

 A
i
a
g

 G
c
o
a
d

 T
i
c
c
d

 A
d

 T
 
 

 
C
 
 

 

 

ION AND ANA

rs more direct gui
RS 1 allows IAS
ces on a date earli

mployee Benefits 
e of transition to I
nsition date and pr

RS, every grant, 
ed over the vestin
ons and exclude t

ffects of Changes 
m the acquisition d
es for all foreign o
peration will theref

d have an impact o

at could have an 

Asset impairment 
identifiable group 
assets or groups o
group, which is no
Goodwill is alloca
combination, whil
operating sector o
assets that is sm
depending on the 
To determine whe
its recoverable am
cash flows). Und
compared to undi
determined by com
Asset impairments
did not permit reve
The Corporation c
 
 
IFRS 1 allows the
Corporation at the
 
 
Estimates made b
IFRS. Only estima
 

 

ALYSIS 

idance than Cana
S 23 requirement
er than the transit

requires actuarial 
FRS. IFRS 1 allow
rospective applica

with the same ve
g period specific 
them from the com

 in Foreign Excha
date or from the da
perations to be se
fore only include fo

on the Corporation

impact on the Co

 testing is done at
of assets that gen
of assets. Accordi
ot necessarily the s
ated to the CGU
le under Canadia
or to one level belo
maller than that f
 IFRS. 
ether an asset imp
mount, which is th
er Canadian GAA
iscounted future c
mparing the carryi
s other than good
ersals.  
conducted an impa

e prospective app
e transition date. 

by the Corporatio
ates related to cha

 

adian GAAP regar
ts to be applied 
tion date or on the

 gains and losses 
ws recognition of a
ation of IAS 19. 

esting period sha
portion of the gra

mpensation expens

ange Rates require
ate of creation of 
et to zero at the d
oreign exchange d

n’s financial statem

orporation’s finan

t the lowest cash 
nerates cash inflo
ng to Canadian G
same as a CGU. 

U or groups of C
an GAAP, goodw
ow. Given that the
for Canadian GAA

pairment should b
e higher of fair va
AP, a two-step t
cash flows; then, 
ng amount of the 
will impairments c

airment test as at t

plication of the bu

on in accordance 
anges in accountin

rding the nature of
 prospectively fo

e transition date. 

 to be measured i
accumulated actu

all be assessed s
ant. In addition, th
se recorded. 

es that translation
the foreign operat

date of transition. T
differences arising

ments although the

ncial statements 

generating unit (C
ows that are largel
GAAP, asset impai

CGUs that should
will is allocated to
e impairment test 
AP, asset impair

be recognized, the
alue less costs to 
test is conducted
if an impairment 
 asset to its fair va
can be reversed u

the transition date

siness combinatio

with Canadian G
ng policies have b

f capitalizable bor
or all qualifying a

n accordance with
arial gains and los

separately. Compe
he Corporation m

n differences be ca
tion. IFRS 1 allow
The gain or loss o

g subsequent to th

ey do not affect th

 

CGU) level. A CG
ly independent of 
irment testing is d

d benefit from th
o operating units
 could be perform
rment may be re

e carrying amount 
 sell and value in 
d: first, the carryi

is required, the a
alue. 
under certain circu

e and no impairme

ons standard. Thu

GAAP are consiste
een revised. 

rrowing costs. An 
assets where ca

h IFRS from plan 
sses in retained e

ensation expense
ust estimate the f

alculated in comp
ws the cumulative 
on subsequent dis
he date of transitio

he opening balance

U is defined as th
 the cash inflows 

done at the level o

e synergies of a
s that are equiva
ed at the level of 
cognized at diffe

 of the asset is co
use (present valu
ng amount of the

amount of the imp

umstances. Canad

ent of goodwill is re

us, there is no im

ent with the estim

 

exemption 
pitalization 

start dates 
earnings as 

e should be 
forfeiture of 

liance with 
translation 

sposal of a 
n to IFRS. 

e sheet at 

he smallest 
from other 

of the asset 

a business 
lent to an 
 a group of 

erent times 

ompared to 
ue of future 
e asset is 
pairment is 

dian GAAP 

equired. 

mpact to the 

mates under 



M
 
 

 

 
 
 

D
T
im
 

 
R
T
li
 

 
 

MANAGEMENT

Differences be
The following item
mpacts of the tran

Subject 

F) Income Taxes
(IAS 12) 

G) Income Taxes
(IAS 12) 

H) Income Taxes
(IAS 12) 

Recent develo
The following items
st of impacts of ne

Subject 

 
Employee Benefi
(IAS 19) 

Financial 
Instruments: 
Recognition and 
Measurement  
(IAS 39) 

Interests in Joint 
Ventures  
(IAS 31) 

T’S DISCUSSI

etween the IFR
ms have been iden

sition to IFRS.  

Items tha

       

 
 

b
T
a
t
b
c
 

s       

 
 

t
n
 

s        

opments of new
s were assessed 
ew IFRS not yet a

Items tha

its  

 
 U

C
c

 I
a
e
J
 

 
 U

t
i
s

 A
s
 

 

 
 I

u
c

 A
m
J
 

ION AND ANA

RS and the Co
ntified as possibly

at could have an 
 
Under Canadian 
between the tax b
Tax Act, the max
addresses this pa
temporary differen
between the tax b
combination trans
 
 
Under IFRS, a de
that the deferred 
neither the accoun
 

Under IFRS, asse

w IFRS not ye
as likely to have a
pplied and change

at could have an 

Under the IFRS, a
Corporation uses
continue using the
IAS 19 was howev
actuarial gains an
expenses in the 
January 1, 2013; t
 

Under IFRS, an 
transferring risks a
instead, on the no
securitization arra
As at the IFRS 
securitization prog
 

IFRS allows the r
used by the Cor
consolidation meth
A new standard, 
method in certain 
January 1, 2013 a
 

 

ALYSIS 

orporation's Ac
y having an impac

impact on the Co

GAAP and IFRS
basis of an asset o
ximum deductible 
articular situation a
nce. IFRS does n
basis and the carr
sactions. 

eferred tax asset s
tax asset arises f
nting profit nor tax

ets and future tax l

et applied 
an impact on the f
es could be made

impact on the Co

an entity may elec
) or recognize th

e corridor approac
ver amended in Ju
nd losses in othe
income statemen

the Corporation is 

entity may derec
and benefits. Unde
otion of transfer o
ngement may no 
transition date, t

gram was in effect

recognition of inte
rporation) or the 
hod. 
IFRS 11 Joint Ar
 situations, that of

and the Corporatio

ccounting Pol
ct on the Corpora

orporation’s finan

, future income ta
or liability and its c
for “eligible capita
and specifies that
not address this 
rying amount of a

should be recogn
from initial recogn
xable profit. 

iabilities are prese

financial statemen
 before their adop

orporation’s finan

ct to recognize ac
hem immediately 
ch to recognition of
une 2011 and now
er comprehensive
nt. This amendm
 currently evaluati

cognize a financi
er Canadian GAA

of control of the as
longer satisfy the 
this difference wi
t as at October 31

erests in joint ven
equity method. 

rrangements was 
f equity accountin

on is currently asse

licies  
ation’s financial st

ncial statements 

axes are calculat
carrying amount o
al expenditures” i
t the tax basis mu
specific situation,

assets that must b

nized for all taxabl
nition of an asset 

ented as long-term

nts of the Compan
ption. 

ncial statements 

ctuarial gains and
 in other compre
f actuarial gains a
w allows only one 
e income and th
ent to IAS 19 w
ing the impact of t

ial asset under c
AP, the conditions f

sset. For the Cor
 conditions for bein
ill have no impac
, 2010. 

ntures using the p
The Corporation 

 issued in May 2
ng. The new stand
essing the impact 

 

tatements. This is

 

ted on temporary
on the balance sh
is 75% of the cos
ust be increased 
, and therefore a 
be recognized in t

le temporary diffe
or liability in a tra

m items. 

ny. These items d

 

 losses using a c
ehensive income.
and losses. 
 option, which is t
e presenting of 

will take effect for
this change.  

certain conditions
for derecognizing 

rporation, account
ng derecognized u
ct on the financi

proportionate con
 plans to continu

2011 and now all
dard takes effect f
 of this change. 

s not an exhaustiv

y differences, i.e. 
eet. Under Canad
st incurred. Cana
by 25%, thus elim
 temporary differe
the case of eligib

erences, except to
ansaction that whe

o not represent an

corridor approach 
 The Corporation

the immediate rec
service costs and
r fiscal years sta

s based on the c
 a financial asset 
ts receivable sold 
under IFRS.  
ial statements be

solidation method
ue using the pro

ows only one con
for fiscal years sta

  
 

26 
 

ve list of the 

differences 
da’s Income 
dian GAAP 

minating the 
ence exists 
le business 

o the extent 
en it affects 

n exhaustive 

(which the 
n plans to 

cognition of 
d financial 

arting from    

concept of 
are based, 
 under the 

ecause no 

d (which is 
oportionate 

nsolidation 
arting from 



M
 

 
 
2
 

 

R
 
T
M
o
 
M
a
p
h
 
O
 
E
A
A
a
d
e
c
F
c
s
 
C
C
o
im
p
lo
 
O
o
T
s
p
p
n
 
M
th
a
n
a
a
s
w
 
N
T
c
a
n
p
A
h
 
N
o

MANAGEMENT

27      

RISKS AND UNC

The Corporation co
Management conti
operating activities

Managing the Cor
assets, grouping o
product diversificat
have a significant i

Operational Ri

Economic Cycle
A significant risk th
As well, more than
advertisers tends 
development strate
economic cycles w
composition of its
Furthermore, in the
close to half the ad
slowdown. 

Competition 
Competition is bas
operates are highl
mprove operationa
position as Canad
ong-term agreeme

On the media side
or with a special
Transcontinental’s 
subscription and n
publishers also cre
programs, cost-red
national businesse

Moreover, with con
here is increasing
are evolving very 
negative. Also, the
and the influx of n
ability to increase s
such companies w
with an existing co

New Media 
The industries in w
changes in consum
advertisers now ha
new media could p
products and servi
As well, the Corpo
however, and there

Nevertheless, busi
opportunity, Transc

T’S DISCUSSI

CERTAINTIES 

ontinually manage
nually reviews ove

s are exposed. A re

poration’s risks is
of plants, or efforts
tion, new market p
mpact on its finan

isks  

es 
hat the Corporatio
n 80% of the Corp

to be cyclical, re
egy based on bec
without, however, 
 operations, sinc
e Media Sector, Tr
dvertising revenue

sed on price, qual
ly competitive; in 
al efficiency while
ian leader, and by
ents ranging from 

e, some of its more
l focus, as well 
 magazines, new

newsstand sales in
eates competition 
duction initiatives a
es. 

nsumers having ra
 competition amo
quickly and if Tra

e market for intera
ew market player
sales and maintai

were to decide to d
mpetitor, Transco

which the Corpor
mer behaviours. T
ave a more divers
pose a risk for som
ces. In particular, 

oration needs to be
e is no guarantee 

iness opportunitie
continental has be

ION AND ANA

es its exposure to 
erall controls and 
eport on its risk-m

 a major factor in
s to create synerg
penetration, and c

ncial situation and 

n faces, and whic
poration’s operatin
eflecting the glob
coming a leader i
eliminating their o

ce a substantial s
ranscontinental re
e in this sector has

ity of products an
addition, new co

e maximizing the 
y the fact that it h
one to 18 years. 

e traditional niche
 as other media
wspapers, Interne
n some cases. In
for Transcontinen
and developing ne

apidly adopted dig
ng digital and mo
anscontinental do
active marketing s
s, there is a risk t
n its prices. It is a
evelop, market or
ntinental’s operati

ration operates ar
Technological cha
e selection of me

me of its niches, th
 these changes co
e aware of custom
that the solutions 

es also exist to rec
een shifting its focu

ALYSIS 

risks and uncertai
preventive measu

management progr

 the decisions tak
gies among opera
certain treasury mo
the strategies it is

ch it has difficulty 
ng revenues depe
bal economic clim
n its niches, and 

occurrence or con
segment of the c
elies on a good ba
s come from local

nd services and th
mpetitors have ar
use of its most p
as a diversified c

s experienced gre
a (television, rad
et sites and com
 addition, the ava
tal’s magazines. T
ew digital and prin

gital communicatio
bile solutions. Alth
esn’t offer its cus

solutions is fragme
that competition c
also possible that 
r resell competing 
ng results could b

re subject to the 
ange continues to
dia products in wh
he Corporation ca
ould reduce dema
mer needs and to 
 will be accepted b

cover advertising 
us towards the dig

 

inties that it may e
ures to ensure they
am is reviewed re

ken by Manageme
ating sectors. This
ovements. Below 

s taking to mitigate

controlling, is rela
end, directly or ind
mate and consum
 because it is wel
ntrolling their mag
client base opera
lance between loc
 advertising, whic

he range of servic
rrived in the past 

productive equipm
lient base in whic

eater competition 
io, Internet and 
plementary comm

ailability in Canada
To mitigate this ris
nt products and se

ons, more and mor
hough this situatio
stomers an attract
ented, competitive

could become entr
new companies, 
 interactive marke
be affected.  

impact of new m
o improve the qua
hich to spend thei
nnot accurately pr
nd, increase price
respond by contin

by customers. 

budgets invested
gital market throug

encounter in its op
y are better match

egularly by the Aud

ent with regard to
s focus also guide
 is a list of the ma
e them. 

ated to economic c
directly, on retailer
mers’ buying hab
ll diversified, the 
nitude. The Corpo

ates in less cyclic
cal and national ad
ch is less affected 

ces offered. Some
t year. To reduce

ment. The Corpora
ch more than half 

in 2011. Magazin
other communic

munication platfor
a of a number of 
sk, the Corporation
ervices in order to

re content is being
on could well gene
ctive return on inv
e and evolving ra
renched and even
including major w

eting products or s

media, which are 
ality and accessib
ir advertising dolla
redict what effect 
e pressure, and re
nually developing 

d in other media p
gh its Interactive a

perating sectors or
hed to significant r
dit Committee.  

o acquisitions, cap
es decisions regar
ain risks the Corpo

cycles, including t
rs’ advertising bud
its. However, du
Corporation believ
oration believes it
cal markets, such
dvertising. It shou
 than national adv

e of the printing n
 this risk, the Co

ation also believes
the revenues are

nes and newspape
cation or advertis
rms for sale of 
 magazines publis
n continues to foc

o broaden its integ

g produced and a
erate business op
vestment, the effe
pidly. With the int
n intensify, which 

well-established ou
services, or to acq

driving major dev
bility of alternative
ars. Although this 
 these rapid chang
equire investments
 new solutions. Th

platforms. To limit
and Media sectors

r financial situation
risks to which the 

pital investments, 
rding cost-reductio
oration is exposed

the risk of econom
dgets. Advertising
e to the impleme
ves it can limit its
t mitigates this ris
h as food and pe
ld be noted that in

vertising in periods

iches in which the
orporation continua
s that this risk is 
 generated under

ers, whether of ge
sing platforms) c
advertising space
shed by U.S. and

cus on continuous 
grated service offe

aimed at a target a
pportunities, these
ect on its bottom 
troduction of new 
could hinder the 

utfits, could enter i
uire or form a stra

velopments in tec
es to print media
 migration from co
ges will have on d
s in equipment an
his development c

t the risk and cap
s. The Corporation

 

n. As a result, 
Corporation’s 

 divestiture of 
on measures, 
d to that could 

mic recession. 
g spending by 
entation of a 
s exposure to 
k by the very 
ersonal care. 

n recent years 
s of economic 

e Corporation 
ally strives to 
limited by its 

r medium and 

eneral interest 
compete with 
e as well as 
d international 
 improvement 

er to local and 

audience, and 
 new realities 
line could be 
 technologies 
Corporation’s 
its markets. If 

ategic alliance 

chnology and 
. As a result, 
onventional to 
demand for its 
d technology. 
can be costly, 

italize on this 
n has targeted 



M
 
 

 

 
 
 

d
p
 
S
d
a
 
O
G
th
to
 
R
T
c
b
 
G
In
th
e
 
T
a
to
 
A
s
te
 
D
T
o
in
c
th
 
R
S
in
d
a
o
im
e
 
Im
T
e
w
in
im
o
 
E
T
in
re
im
 

MANAGEMENT

development areas
platforms and othe

Success depends 
development to im
affect operating res

Operational Eff
Given its very com
here is no guarant
o downsize the wo

Regulation 
The Corporation is
could result in a m
benefits, or investin

Geographic Dis
n fiscal 2011, reve
he rise of the Can
entities was relativ

The currency-hedg
attempts to match 
o 100% of net cas

As at October 31, 2
sell US$92.5 millio
erms of these forw

Dependence on
The Corporation re
outage, virus, unau
ndustry is still in t
competing with tra
hem. Its ability to s

Recruiting and 
Social and demog
ncrease in profess
difficulty hiring and
as part of the sem
operational growth
mplementation of 
ensure on-going id

mpairment Tes
The Corporation co
equity. Under Can
whether the value 
n the fourth quart
mpairment of good
on conformity with 

Exchange of Co
This risk involves 
nformation to the 
elationships with 
mplemented. In fis

T’S DISCUSSI

s in its strategy fo
er digital solutions.

 on the quality of
mprove its digital p

sults. 

ficiency  
mpetitive markets, 
tee that the Corpo
orkforce, close or c

s subject to many
material increase 
ng in raw material

stribution and E
enues generated o
nadian dollar again
ely stable in comp

ging program uses
 cash inflows and 
sh flows for a perio

2011, using forwa
on (US$107 million
ward contracts ran

n Information S
elies heavily on in
uthorized access, 
the grip of massi
ditional media. Tra
successfully mana

 Keeping Talen
raphic trends are 
sional mobility, an
d retaining qualified
i-annual Leadersh
 opportunities and
succession plans

dentification of suc

sts 
onducts impairme
adian generally a
of the asset in que
ter 2011. Conseq
d will and intangib
 the debt ratio the 

onfidential Info
the use and man
 wrong individuals
its customers and

scal 2011, security

ION AND ANA

or digital media a
 

f the Corporation’
platforms as well a

the Corporation m
oration will be able
consolidate faciliti

y regulations that 
in costs for the C
s or new or improv

Exchange Rate
outside Canada ac
nst its U.S. counte
parison to 2010. 

s derivatives to pr
 outflows in the sa
od of one to 12 mo

ard contracts to ma
n as at October 31
ge from one mont

Systems  
formation technol
human error, sabo
ve technological 
anscontinental mu
age the implement

nt 
 making it more c

n increase in techn
d personnel. As a

hip Review proces
d challenges to fur
s for key positions
ccessors and acqu

ent tests that could
accepted accounti
estion has decrea
uently, the Corpo

ble assets. This as
 Corporation must

rmation and Pr
nipulation of confi
s could cause sig
d could result in le
y measures were s

ALYSIS 

nd interactive solu

s products and s
as introduce new 

must continually im
e to do this in the f
es, or upgrade eq

may be amended
Corporation if it m
ved equipment. 

e 
ccounted for 12.5%
erpart during the fi

rotect the Corpora
ame currency. The
onths, 25% to 50%

anage the exchan
1, 2010), of which 
th to 30 months, w

ogy systems. If th
otage or other suc
change. The eve
ust also manage t
tation of new tech

challenging to hire
nology use and a 
 result, the Corpo

ss. To ensure exec
rther accelerate ea
s. The Corporation
uisition of new skill

d lead to reductio
ng principles, the 
sed. In accordanc

oration recorded a
sset devaluation r
t respect under the

rivacy 
dential informatio
gnificant damage 
egal actions. To m
strengthened, spe

utions in order to 

ervices. Consequ
high-potential pro

mprove operationa
future. As well, the
quipment and tech

d by municipal, pr
must comply by in

% of consolidated 
iscal year since th

ation from the risk
e policy approved 

% for the subseque

nge rate related to
 $56.5million and 

with rates varying f

hese systems exp
ch events, it could
r-growing popular
he changes in the
nologies could ha

e and retain qualif
 high demand for 
ration established
cution, each senio
ach person’s deve
n continually asse
ls. 

ns in asset values
 Corporation mus
ce with these acco
a non-cash charg
reduces the net in
e terms of its curre

n provided by Tra
 to customers’ re
mitigate this risk, 

ecifically with respe

 position itself as 

uently, Transconti
oducts and service

al efficiency in ord
e need to reduce o
hnology. 

rovincial or federa
ncreasing its work

 revenues, compa
he volume of expo

k of short-term cu
 by the Corporatio
ent 12 months and

o its exports to the
 $36 million will be
from 0.9846 to 1.1

perience disruption
d have a negative 
rity of the Interne
ese new technolog
ave a material impa

fied personnel. Th
 emerging skill se
d development pla
or leader establish
elopment. In additi
esses its leadersh

s and as a result 
st regularly test th
ounting principles,
ge of $52.2 million
ncome applicable t
ent credit facilities

anscontinental’s c
elationships with t
 various measure
ect to information 

 

 a content creato

nental must conti
es. On the other 

der to maintain or 
ongoing operating

al authorities. Any
kforce, enhancing

ared to 13.4% in 2
orts to the United S

rrency fluctuations
on’s Board of Dire
d up to 33% for the

e United States, th
e sold in fiscal 201
1474.  

ns or breakdowns
effect on its opera

et has increased t
gies and be able t
act on the Corpora

here is a diminish
ets. There is a risk
ans for high-potent
hed specific objec
ion, senior manag

hip depth to meet 

 have an unfavou
e impairment of l
 the Corporation c
n before tax ($45
to participating sh

s, nor on its borrow

customers. The p
their clients and t

es to improve prev
 systems. 

r and to deliver o

inue to invest in 
hand, these inves

 improve profitabil
 expenses could r

y changes to thes
g compensation a

010. This drop is 
States and revenu

s. Moreover, Tran
ectors permits hed
e following 12 mo

he Corporation had
12 and 2013, resp

 due to a system 
ations and earning
the number of co
to acquire, develo
ation’s future com

hing pool of qualif
k that the Corpora
tial and promotabl

ctives and committ
gers are now evalu
 organizational ch

rable impact on s
ong-term assets t
completed its impa
5.1 million after tax
hares but has no m
wing power.  

potential dissemin
thus to the Corpo
vention and contr

  
 

28 
 

on new media 

research and 
stments could 

lity. However, 
result in costs 

se regulations 
and employee 

due mainly to 
ues from U.S. 

nscontinental 
dging of 50% 
nths. 

d contracts to 
pectively. The 

 crash, power 
gs. The media 
ontent options 
p or integrate 

mpetitiveness. 

fied talent, an 
ation will have 
le executives, 
ted to provide 
uated on their 
hallenges and 

shareholders’ 
to determine 
airment tests 
x) related to 
major impact 

ation of such 
oration’s own 
rol have been 



M
 

 
 
2
 

 

F
th
re
 
In
A
th
re
a
 
In
tr
o
e
th
fr
 
L
T
C
g
e
c
 
P
S
s
o
in
s
c
n
 
H
re
c
 
F
 
A
A
u
C
is
th
s
 
T
 
In
T
u
3
$
o
in
b
v
 
 

MANAGEMENT

29      

Furthermore, it is p
his area, practices
eputation.  

ntegration of A
Acquisitions have b
his risk increases 
elationships and/o

anticipated.  

n third quarter 20
ransaction is, how
operations could re
employees. Also, t
his risk, the Corpo
rom the integration

Loss of Reputa
The Corporation c
Corporation or its 
greatly on the qua
employees could le
corporate governan

Participating Sh
Share prices may 
shares could fluctu
operating results, 
ndustries or in the
stock market in g
companies concer
necessarily related

Holders of preferre
esponse to real o

could carry out tran

Financial Risk

Availability of C
At October 31, 20
unsecured notes fo
Corporation will ha
s in a very good fi
he considerable c
securitization progr

There is no assura

nterest Rate  
Transcontinental is
used, the fixed rat
30%, respectively, 
$100.0 million with
on the term revolv
n the fixed rate po
bears interest at ra
versus floating rate

T’S DISCUSSI

possible that som
s with respect to th

Acquisitions 
been and continue
 with the size of t
or potential loss o

011, Transcontine
wever, subject to o
esult in the potent
the anticipated sy
oration has experie
n of these operatio

tion 
urrently enjoys a 
valuation in the s

ality of its services
ead to a loss of b
nce and establish

hares and Pref
fluctuate and sha

uate due to a num
sales of participa

e North American 
eneral have expe
rned. It would be
d to the Corporatio

ed shares may no
r anticipated fluctu
nsactions or obtain

ks 

Capital and Use
11, an amount of
or C$74.4 million 
ave any difficulty r
nancial position, w
ash flows generat
ram arranged in F

ance that the Corp

s exposed to mark
te portion of the C
 in 2010). The fixe
 the Caisse de dé
ing credit facility w

ortion of the long-te
ates based on LIB
e debt. 

ION AND ANA

e of the Corporati
he collection, use,

e to be a key elem
the acquisition. In
f business. In add

ental signed an a
obtaining regulator
ial loss of contract

ynergies could fail 
enced due diligenc
ons because of th

good reputation. 
stock market. Als
s, reputation and 

business. Since its
ing policies, includ

ferred Shares 
areholders may no
mber of factors re

ating shares on th
economy. In rece

erienced quite su
e realistic to expe
on’s performance. 

ot be able to sell
uations in their cre
n financing, and th

e of Financial L
f $181.7 million w
will also mature in
eplacing these fin
with an adjusted n
ted in the next fisc

February 2011 was

oration will be abl

ket risks related to
Corporation’s long
ed rate portion of 
épôt et placement 
which has a floatin
erm debt as at Oc

BOR or bankers’ a

 

ALYSIS 

ion’s operations in
 disclosure or sec

ment in the Corpora
tegrating busines

dition, the identifie

agreement with Q
ry clearances; the 
ts and/or custome
 to completely ma
ce teams and rigo
e major investmen

The risk of losing
o, its ability to m
 business continu
s creation, the Co
ding a Code of Eth

ot be able to sell 
elated to the Corp
he market, not me
nt years, participa
bstantial price flu
ect that the price

 their shares at t
edit rating and inte
herefore on its liqu

Leverage 
was drawn on the 
n fiscal 2012. How

nancing sources at
net indebtedness r
cal year, since ca
s unused at Octob

e to increase distr

o interest-rate fluc
-term debt repres
the debt increase

 du Québec and it
ng interest rate. T
ctober 31, 2011. T
acceptance rates. 

 

nfringe on the priv
curity of personal i

ation’s growth stra
ses could cause 

ed synergies may 

Quad/Graphics to
 Corporation belie
er relationships, to
aterialize, or could
orous integration m
nts made in recen

g or tarnishing this
aintain its existing

uity. Dissatisfactio
rporation has take
hics.  

participating shar
poration’s busines
eeting analysts’ e
ating shares, the s
uctuations that we
e of participating 

he issue price or 
erest rates, which

uidity, financial situ

 $400.0 million re
wever, preliminary
t attractive market
ratio of 1.44x and 
pital expenditures

ber 31, 2011, whic

ributions to shareh

ctuations. At the e
sented 81% of the
ed due to pre-paym
ts $50.0 million ter
he interest rate sw

The floating rate po
 In order to mitiga

vacy of users and 
nformation or othe

ategy. However, th
temporary disrupt
 not be fully realiz

o indirectly acquir
eves that it will be 
o temporary disrup
d take more time 
methods and belie
t years in its Print

s reputation could
g customer relatio

on with its service
en important steps

res at the issue p
ss, including new
expectations, the 
shares of other co
ere not necessari
shares will conti

r a higher price. T
h would also have
uation or operating

evolving credit fac
y approaches hav
t conditions. This 
 the Corporation’s

s will be limited to 
ch gives the Corpo

holders by way of 

end of fiscal 2011,
e total, while the f
ment in fiscal 201
rm loan with SGF 
wap hedges other
ortion of the debt,
ate this risk the C

 others. While it h
er related confiden

he integration of a
tions to operation
zed or may take l

re all shares of Q
 finalized in early 2
ptions in productio
than expected to 

eves that it is in a p
ting Sector.  

d have an importa
onships and gene

es, damage to its 
s to mitigate this 

price or a higher p
w announcements,

general situation 
ompanies operatin
ily related to the 
nue to fluctuate 

The price of prefe
e an impact on the
g results. 

cility which mature
ve been made and
 risk is mitigated b
s financial position
 $75 million. Also,

oration additional f

 dividends.  

, considering the d
floating rate portio
1 of fixed-rate de
 Rexfor. The repa
r floating rate debt
 considering the d

Corporation tries to

has introduced str
ntiality issues cou

acquisitions is alwa
ns, to labour reten
onger to realize t

Quad/Graphics C
2012. The integra

on or to problems r
 materialize. How
position to genera

ant impact on the 
erate new custom
 reputation, or ch
risk, mainly by en

price. The price of
, changes in the 
 in the printing an
ng in the same se
operating perform
significantly in th

erred shares coul
e cost at which the

es in September 
d there is no indic
by the fact that the
n should improve f
, the $200.0 millio
flexibility. 

derivative financia
on represented 19
bt, i.e., its term cr

ayments were mad
ts, which explains
derivative financia
o keep a good bal

 

rict controls in 
ld damage its 

ays a risk and 
ntion, to client 
han originally 

Canada. This 
ation of these 
retaining key 

wever, to limit 
ate synergies 

 affairs of the 
mers depends 
anges to key 

nsuring strong 

f participating 
Corporation’s 
nd publishing 

ectors and the 
mance of the 
he future, not 

d fluctuate in 
e Corporation 

2012. Senior 
cation that the 
e Corporation 
further due to 
n receivables 

al instruments 
9% (70% and 
redit facility of 
de by drawing 
s the increase 
l instruments, 
lance of fixed 



M
 
 

 

 
 
 

C
T
li
re
e
p
T
2
 
P
O
C
D
 
P
p
lo
o
F
C
s
fi
 
E
T
e
g
a
fr
S
o
E
 
R
 
R
T
g
 
W
it
a
m
p
in
e
 
F
P
P
h
c
F
s
 
In
e
c
u
 

MANAGEMENT

Credit 
The volatile econo
mit this risk, the 
eviewing the finan

each customer an
products, clientele 
The Corporation a
2011. The policy co

Pension Plans 
On June 1, 2010,
Corporation has lim
DC plans.  

Pension funding is
prepared during th
ong-term rate of re
of the annual finan
From now on, val
Company is requir
solvency deficit po
nancial markets o

Environmenta
The Corporation o
expressing mount
government passe
assent on June 13
rom 80% in 2011 
Solutions Group an
of commitment to 
Environment sectio

Raw Materials 

Raw Materials a
The primary raw m
gas and oil. Fluctua

While paper costs 
t changes the purc
affects the profitab
most important sup
prices to fluctuation
n gasoline prices 
energy costs. 

Future Policies 
Postal rates are an
Postal rate change
has increased its i
costs would affec
Furthermore, Cana
significant reductio

n conclusion, the 
ensuring that its cu
continuity planning
unforeseeable eve

T’S DISCUSSI

mic conditions co
Corporation is m

ncial health of its 
d reviewed period
 and geographic d
lso has a credit in
ontains the usual 

 the Corporation 
mited its risk with 

s based on actua
he year were base
eturn on pension p
ncial statements. T
luations must be 
ed to make to the
osition. Conseque
or interest rates dro

l Risks  
perates in two ind
ing concern over

ed Bill 88 amendin
, 2011. The perce
 to 100% in 2013.
nd the Business a
 the environment 
on of this Managem

 and Postal R

and Energy Pri
materials the Corp
ations in raw mate

 are a pass throug
chasing habits of 

bility of the Media 
ppliers in order to 
ns in raw material
 would negatively

 of the Canadia
n important compo
es can influence th
nvestment in post
t not only the cu
adian print magazi
on or loss in these 

Corporation conti
urrent control mea
g, which establis
nts more effective

ION AND ANA

ould have an impa
maintaining its stric

customers; rigoro
dically by the Cor
diversity. As at Oc

nsurance policy co
clauses and limits

replaced its hybr
respect to past se

arial estimates an
ed on assumption
plan assets. Accru
The most recent 
performed annua
 registered retirem

ently, the Corpora
op significantly ag

dustries, printing a
r the protection o
ng the Environme
entage of the recyc
 This legislative a

and Consumer Sol
 and, in collabora
ment’s Discussion

isk  

rices 
poration uses in its
erials and energy p

gh for the Printing 
customers, in term
 Sector. In order t
 ensure a stable f
 costs and curren
 affect distribution

an and U.S. Po
onent of the cost s
he number of piec
tal optimization ca
ustomers of its p
ines and non-daily
 subsidies could h

nues its stringent 
asures are effective
shes measures to
ely.  

ALYSIS 

act on the availabi
ct controls on rec

ous evaluation pro
rporation. As well
ctober 31, 2011, t
overing most of its
s regarding the am

rid and defined b
ervice under the h

nd is subject to lim
ns related to proje
ued benefit obligat
actuarial valuation
ally. The actuaria
ment plans. The D
ation will be requ
gain, the Corporati

and publishing, wh
of the environme
nt Quality Act and
cling costs covere
amendment could 
lutions Group. To 
ation with its sup
n and Analysis for 

s printing sector a
prices affect its op

 Sector, the increa
ms of number of p
to mitigate this ris
flow of resources. 
cy. Finally, fluctua
n activities in the 

ostal Systems  
structure of the Co
ces that Transcont
apabilities which c
rinting operations
y newspapers ben
have a negative im

 approach to risk 
e. Management a
o encourage bus

lity of capital in ge
ceivables and sen
ocedures are appl
, the Corporation

the maximum exp
s major customers
mounts that can be

benefit (DB) pens
hybrid and DB pla

mitations under a
ected employee c
tion, fair value of p
n of the pension p

al funding valuatio
December 31, 2010

ired to increase i
on would likely be

hich use large qu
nt as well as su
d the Regulation 

ed by Quebec mun
 have an adverse 
 mitigate this risk, 
ppliers, is looking 
 further details. 

are paper, ink and
perations. 

ase in the price of 
pages printed for 
sk, the Corporation
 In addition, some

ations in the price 
 Media Sector. H

 
orporation’s printin
tinental’s custome
an offer customer

s, but also the M
nefit from the Aid to
mpact on the Corpo

management, rem
lso continues its s

siness units to p

eneral, but also m
nior management
lied to all new cus
 is protected aga

posure to credit ris
s, for a maximum a
e claimed by event

ion plans with de
ans since there is 

applicable income
compensation leve
plan assets and p
plans for funding 
on report determi
0 funding report s
its cash funding 
e required to furthe

antities of paper f
ustainable develop
respecting compe
nicipalities, to whic
 impact on the Me
 the Corporation tr
 on an ongoing 

d plates. These ac

f raw materials can
 example. Moreov
n does not rely on
e supply agreeme
 of oil have an imp
owever, the Corp

ng customers (dire
ers are willing to m
rs a reduction in th

Media Sector, par
o Publishers prog
oration’s obligation

maining alert to an
structured approac
prevent risk, man

 

more specifically in
t is putting greate
stomers. A specif

ainst any concentr
sk related to recei
amount of $20.0 m
t and year of cove

efined contribution
 no risk associate

e tax and other re
els to the time of 
plan asset compos
purposes was ma
nes the amount 

showed the registe
contributions duri
er increase its cas

for their day-to-da
pment. Also, on 
ensation for munic
ch businesses cur
edia Sector, and 
ries to be at the fo
basis to reduce i

ctivities consume 

n have a negative
ver, the increase i
n any one supplie

ents contain escala
pact on ink and on
poration continues

ect mail in Canada
mail. In order to mi
heir postal costs. 
rticularly with res
ram offered by the
ns. 

ny new risks that 
ch to risk preventi
nage organization

n certain vulnerab
er emphasis on a
fic credit limit is es
ration of credit ris
ivables is the carr
million, which end
erage.  

n (DC) plans. As 
d with future serv

egulations. Actuar
retirement and th

sition are measure
ade as of Decemb
of cash contribut

ered retirement pla
ing the next fisca
sh funding contribu

ay operations. Con
June 10, 2011, 

cipal services, wh
rrently contribute, 
more specifically 
orefront of its indu
its costs. Please 

 energy, i.e., elect

e effect on printing
n the price of pap

er and has agreem
ation clauses that
n gasoline prices. 
s to seek new wa

a, catalogues and
tigate this risk, the
A significant incre
pect to magazine
e Canada Periodic

 could affect its op
on and control an

nal change and 

  
 

30 
 

ble niches. To 
analyzing and 
stablished for 
sk through its 
rying amount. 
s on April 30, 

 a result, the 
vice under the 

rial estimates 
he anticipated 
ed at the date 
ber 31, 2010. 
tions that the 
ans to be in a 
al year. If the 
utions. 

nsumers are 
the Quebec 

hich received 
 will increase 
on the Local 

ustry in terms 
 refer to the 

tricity, natural 

g operations if 
per negatively 
ments with its 
t index selling 
 Any increase 
ays to reduce 

d magazines). 
e Corporation 
ease in postal 
e distribution. 
cal Fund. Any 

perations and 
d to business 
recover from 



M
 

 
 
3
 

 

D
T
th
 
O
p
d
 
T
d
e
 
IN
M
th
 
T
e
C
s
 
T
c
in
 
S
 
S
O
m
d
c
 
O
A
fo
m
 
W
o
a
s
w
 
F
re
it
a
fi
$
e
 
O

N
C
 
D

MANAGEMENT

31      

DISCLOSURE CO
Transcontinental’s 
he Corporation’s d

Our disclosure co
processed, summa
designed to ensure

The President and
disclosure controls
effective to ensure 

NTERNAL CONT
Management is res
he reliability of fina

The President an
effectiveness of in
Committee of Spo
system for controlli

The President and
control over financ
nternal control ove

SUBSEQUENT EV

Structural cha
On November 1, 
marketing commun
digital printing ope
consolidated financ

OUTLOOK 
As fiscal 2012 gets
ooting in the unce
maximum of $75 m

With the combinati
of its marketing pro
activation offering 
sector will pursue 
which would have 

For the Printing Se
egulators; it is now
ts print network an
amortization of at l
scal 2011, partic

$40 million annual
efficient, including 

On behalf of Mana

Nelson Gentiletti 
Chief Financial and

December 8, 2011

T’S DISCUSSI

ONTROLS AND P
 President and Ch
disclosure controls

ntrols and proced
arized and reporte
e that information 

d Chief Executive
s and procedures 
 that material infor

TROL OVER FINA
sponsible for esta
ancial reporting an

d Chief Executiv
ternal controls wit
nsoring Organizat
ing financial repor

d Chief Executive
cial reporting duri
er financial reportin

VENTS 

nge 
2011, the Compa
nications, combini
rations establishe
cial statements of 

s underway, Trans
ertain North Amer
million to ensure th

on of the Media a
oducts and service
by developing its
its initiatives to se
an adverse impac

ector, the focus in
w expected that th
nd its Canada-wide
east $40 million o
ularly the new lo
ly as of January 
accelerated integr

gement,  

d Development Of

 

ION AND ANA

PROCEDURES  
hief Executive Offi
s and procedures. 

dures are designe
ed within the time
is accumulated an

e Officer and the 
as at October 31,
rmation relating to

ANCIAL REPORT
ablishing and main
nd the preparation

ve Officer and th
th respect to the 
tions of the Tread
rting is effective as

e Officer and the 
ng the year ende
ng. No such chang

any implemented 
ng the majority of 
d in the United Sta
 the first quarter of

scontinental’s fina
ican economy. Co

he Corporation has

and Interactive sec
es and increase th
s digital platforms 
ecure its market s
ct on the sector, pa

 coming quarters 
hese will be obtain
e hybrid press pla

on an annualized b
ng-term agreeme
2012, much of it

ration of flyer print

 

fficer 

ALYSIS 

cer and its Chief F
   

ed to provide rea
e periods specifie
nd communicated 

 Chief Financial a
 2011, have conc

o the Corporation a

TING  
ntaining adequate 
n of financial statem

e Chief Financia
Corporation’s fina

dway Commission
s at October 31, 20

Chief Financial a
ed October 31, 20
ges were identified

a new operating 
 the Interactive Se
ates will complete
f fiscal 2012. 

ancial condition is 
onsiderable cash 
s extra flexibility w

ctors on Novembe
he profitability of its
 and interactive p
hare. Lastly, any 
articularly in the B

 will be the integra
ned in early 2012.
atform in recent ye
basis over a 12 to
ent with Canadian
t benefiting the P
ting on the hybrid 

 

Financial and Dev

asonable assuranc
ed under Canadia
 to management to

and Development
cluded that the Co
and its subsidiarie

 internal control ov
ments for external

al and Developme
ancial reporting, u
 (COSO). Based 
011.  

and Development 
011 that have ma
d through their ev

 structure in orde
ector activities with
e the offer of the P

 sound. This puts 
flows will be gene

when assessing va

r 1, 2011, in comi
s digital platforms
platforms. Given t
slowdown in the e
usiness and Cons

ation of Quad/Gra
 With the contribu
ars, the Printing S

o 24-month period 
n Tire, should ena
Printing Sector. Ini

press platform.  

velopment Officer 

ce that informatio
an securities laws
o allow timely dec

t Officer, after ev
orporation’s disclo
es would have bee

ver financial repo
l purposes in acco

ent Officer have 
using the integrate
on this evaluation

 Officer have eva
aterially affected, 
aluation.  

er to better meet 
h those of the Med

Printing Sector. Th

 it in a good positi
erated in fiscal 20

alue-generating op

ng quarters the C
. The new Media S
the stiffer compet
economy could ha
sumer Solutions G

aphics Canada’s o
ution from this tran
Sector could gene
 after the closure 
able the Corpora
tiatives will be im

 are responsible fo

on required to be
s, and include con
cisions regarding r

valuating the effec
sure controls and

en known to them.

rting to provide re
ordance with GAA

 supervised the 
ed framework for 
n, they concluded 

aluated whether th
or are reasonably

 the actual needs
dia Sector into a s
is new operating s

ion to further its tr
012 and capital ex
pportunities.  

Corporation should
Sector will focus o
tition in some of i
ave an impact on 

Group. 

operations, subjec
nsaction, and give
rate additional adj
of the transaction
tion to generate 

mplemented to ma

or establishing an

e disclosed by us
ntrols and proced
required disclosure

ctiveness of the 
 procedures are a
  

easonable assuran
AP.  

evaluation of the
internal controls i
 that the Corpora

here were change
y likely to materia

s in companies’ m
single sector. For 
structure will be re

ransformation and
xpenditures will b

d be able to ramp u
on integration and 
its more traditiona
 national advertisi

ct to clearances fro
en the important in
justed operating in
. Also, new contra
additional revenu
ake the printing n

 

d maintaining 

s is recorded, 
ures that are 
e.  

Corporation’s 
adequate and 

nce regarding 

e design and 
issued by the 
tion’s internal 

es to internal 
ally affect, its 

multi-platform 
their part, the 

eflected in the 

d keep a solid 
e limited to a 

up integration 
 its marketing 
al niches, the 
ng expenses, 

om Canadian 
nvestments in 
ncome before 
acts signed in 
ues of $30 to 
network more 



 
 
 
 
 
 

AUDITORS’ REPORT TO THE SHAREHOLDERS OF TRANSCONTINENTAL INC. 

We have audited the accompanying consolidated financial statements of Transcontinental inc. 
(the “Corporation”), which comprise the consolidated balance sheets as at October 31, 2011 
and 2010, the consolidated statements of income, comprehensive income, retained earnings 
and cash flows for the years then ended, and notes, comprising a summary of significant 
accounting policies and other explanatory information. 
 
Management’s Responsibility for the Consolidated Financial Statements 
 
Management is responsible for the preparation and fair presentation of these consolidated 
financial statements in accordance with Canadian generally accepted accounting principles, 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. 
 
Auditors’ Responsibility 
 
Our responsibility is to express an opinion on these consolidated financial statements based on 
our audits. We conducted our audits in accordance with Canadian generally accepted auditing 
standards. Those standards require that we comply with ethical requirements and plan and 
perform the audit to obtain reasonable assurance about whether the consolidated financial 
statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the consolidated financial statements. The procedures selected depend on our 
judgment, including the assessment of the risks of material misstatement of the 
consolidated financial statements, whether due to fraud or error. In making those risk 
assessments, we consider internal control relevant to the entity’s preparation and fair 
presentation of the consolidated financial statements 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. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of accounting estimates 
made by management, as well as evaluating the overall presentation of the consolidated 
financial statements. 
 
We believe that the audit evidence we have obtained in our audits is sufficient and appropriate 
to provide a basis for our audit opinion. 
 
  

KPMG LLP 
Chartered Accountants 
600 de Maisonneuve Blvd. West 
Suite 1500 
Tour KPMG 
Montréal, Québec  H3A 0A3 

Telephone      (514) 840-2100 
Fax                 (514) 840-2187 
Internet          www.kpmg.ca  

 

 

KPMG LLP is a Canadian limited liability partnership and a member firm of the KPMG 
network of independent member firms affiliated with KPMG International Cooperative 
(“KPMG International”), a Swiss entity.  KPMG Canada provides services to KPMG LLP. 
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Opinion 
 
In our opinion, the consolidated financial statements present fairly, in all material respects, the 
consolidated financial position of the Corporation as at October 31, 2011 and 2010, and its 
consolidated results of operations and its consolidated cash flows for the years then ended in 
accordance with Canadian generally accepted accounting principles. 
 
 

 
 
Chartered Accountants 
 
Montreal, Canada 
 
December 8, 2011 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
* CA Auditor permit no 10892 



(in millions of dollars, except per share data)
Notes 2011i 2010ii

Revenues 2,043.6$        2,028.3$        
Operating costs 1,441.7          1,420.6          
Selling, general and administrative expenses 228.9             234.5             

Operating income before amortization, impairment of assets, restructuring costs
and impairment of goodwill and intangible assets 373.0             373.2             

Amortization 4 120.3             123.3             
Impairment of assets and restructuring costs 5 18.4               14.9               
Impairment of goodwill and intangible assets 12 & 13 52.2               12.5               

Operating income 182.1             222.5             
Financial expenses 6 39.3               42.6               
Expenses related to long-term debt prepayments 15 5.8                 -                 
Discount on sale of accounts receivable -                 0.9                 

Income before income taxes and non-controlling interest 137.0             179.0             
Income taxes 7 30.3               34.1               
Non-controlling interest 0.9                 0.9                 

Net income from continuing operations 105.8             144.0             
Net income (loss) from discontinued operations 8 (21.2)              29.4               
Net income 84.6               173.4             
Dividends on preferred shares, net of related income taxes 6.8                 6.8                 
Net income applicable to participating shares 77.8$             166.6$           

Net income (loss) per participating share - basic and diluted
Continuing operations 18 1.22$             1.70$             
Discontinued operations (0.26)              0.36               

0.96$             2.06$             

Weighted average number of participating shares outstanding - basic (in millions) 18 81.0               80.8               

Weighted average number of participating shares outstanding - diluted (in millions) 18 81.1               80.9               

The notes are an integral part of the consolidated financial statements.

CONSOLIDATED STATEMENTS OF INCOME
For the years ended October 31
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(in millions of dollars)
Notes 2011i 2010ii

Net income 84.6$             173.4$           

Other comprehensive income (loss):

3.8                 (13.7)              

(5.6)                8.5                 
Net change in fair value of derivatives designated as cash flow hedges (1.8)                (5.2)                

                 
Reclassification of a realized foreign exchange loss to net income of discontinued operations,

8 50.5               -                 
Net losses on translation of financial statements of self-sustaining foreign operations (5.7)                (4.0)                
Other comprehensive income (loss) 21 43.0               (9.2)                
Comprehensive income 127.6$           164.2$           

(in millions of dollars)
2011i 2010ii

Balance, beginning of year 784.0$           645.9$           
Net income 84.6               173.4             

868.6              819.3              
Dividends on participating shares (39.7)              (28.3)              
Dividends on preferred shares (6.8)                (7.0)                
Balance, end of year 822.1$           784.0$           

The notes are an integral part of the consolidated financial statements.

for the year ended October 31, 2011 ($(4.0) million for the year ended October 31, 2010)

related to the reduction of net investment in self-sustaining foreign operations

in prior periods, transferred to net income in the current period, net of income taxes of $(2.0) million
for the year ended October 31, 2011 ($1.8 million for the year ended October 31, 2010)

CONSOLIDATED STATEMENTS OF RETAINED EARNINGS
For the years ended October 31

Net change in fair value of derivatives designated as cash flow hedges, net of income taxes of $1.5 million

Reclassification adjustments for net change in fair value of derivatives designated as cash flow hedges

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
For the years ended October 31
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(in millions of dollars)
Notes 2011i 2010ii

Current assets
Cash and cash equivalents 75.0$             31.9$             
Accounts receivable 8 & 9 436.3             440.6             
Income taxes receivable 14.7               19.5               
Inventories 10 80.2               77.6               
Prepaid expenses and other current assets 21.6               19.3               
Future income taxes 7 16.8               16.6               
Assets from discontinued operations 8 -                 27.5               

644.6             633.0             

Property, plant and equipment 11 787.1             871.6             
Goodwill 12 682.5             678.1             
Intangible assets 13 150.8             179.1             
Future income taxes 7 144.9             145.3             
Other assets 14 43.7               39.2               
Assets from discontinued operations 8 -                 48.4               

2,453.6$        2,594.7$        

Current liabilities
Accounts payable and accrued liabilities 303.7$           345.4$           
Income taxes payable 33.5               29.0               
Deferred subscription revenues and deposits 32.5               38.4               
Future income taxes 7 2.0                 2.5                 
Current portion of long-term debt 15 271.9             17.8               
Liabilities from discontinued operations 8 -                 12.8               

643.6             445.9             

Long-term debt 15 292.5             712.9             
Future income taxes 7 140.5             137.4             
Other liabilities 16 47.2               50.0               
Liabilities from discontinued operations 8 -                 0.7                 

1,123.8          1,346.9          

Non-controlling interest 0.8                 0.8                 

Commitments, guarantees and contingent liabilities 25

Shareholders' equity  
Share capital 17 478.8             478.6             
Contributed surplus 20 14.4               13.7               

Retained earnings 822.1             784.0             
Accumulated other comprehensive income (loss) 21 13.7               (29.3)              

835.8             754.7             
1,329.0          1,247.0          
2,453.6$        2,594.7$        

The notes are an integral part of the consolidated financial statements.

CONSOLIDATED BALANCE SHEETS
As at October 31
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(in millions of dollars)
Notes 2011i 2010ii

 
Operating activities

Net income 84.6$             173.4$           
Less: Net income (loss) from discontinued operations 8 (21.2)              29.4               
Net income from continuing operations 105.8             144.0             

Items not affecting cash and cash equivalents
Amortization 4 147.5             147.9             
Impairment of assets 5 3.9                 1.7                 
Impairment of goodwill and intangible assets 12 & 13 52.2               12.5               
Net gains on disposal of assets (3.8)                (8.2)                
Future income taxes 7 (1.1)                10.4               
Stock option compensation 19 0.7                 0.8                 
Other 5.8                 2.0                 
Cash flow from operating activities before changes in non-cash operating items 311.0             311.1             
Changes in non-cash operating items 22 (6.3)                (155.1)            
Cash flow related to operating activities of continuing operations 304.7             156.0             
Cash flow related to operating activities of discontinued operations 3.4                 8.2                 

308.1             164.2             

Investing activities
Business acquisitions 23 (35.8)              (14.0)              
Acquisitions of property, plant and equipment (47.4)              (125.0)            
Disposals of property, plant and equipment 2.6                 10.9               
Increase in intangible assets and other assets (21.1)              (24.1)              
Cash flow related to investing activities of continuing operations (101.7)            (152.2)            
Cash flow related to investing activities of discontinued operations 49.0               90.8               

(52.7)              (61.4)              

Financing activities
Increase in long-term debt 15 -                 40.5               
Reimbursement of long-term debt 15 (168.0)            (10.1)              
Increase (decrease) in revolving term credit facility 15 4.5                 (95.4)              
Dividends on participating shares (39.7)              (28.3)              
Dividends on preferred shares (6.8)                (7.0)                
Issuance of participating shares 17 0.2                 2.1                 
Bond forward contract (6.0)                -                 
Other (1.2)                (0.2)                
Cash flow related to financing activities of continuing operations (217.0)            (98.4)              
Cash flow related to financing activities of discontinued operations -                 (1.3)                

(217.0)            (99.7)              

Effect of exchange rate changes on cash and cash equivalents denominated in foreign currencies 0.3                 (1.5)                

Increase in cash and cash equivalents 38.7               1.6                 
Cash and cash equivalents at beginning of year 36.3               34.7               
Cash and cash equivalents at end of year 75.0$             36.3$             

The notes are an integral part of the consolidated financial statements.

Cash and cash equivalents include an amount from discontinued operations of $4.4 million as at October 31, 2010.

CONSOLIDATED STATEMENTS OF CASH FLOWS
For the years ended October 31
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a) Consolidation

c) Revenue recognition

•
•
•
•

i)

ii) Interactive sector revenues are recognized as follows:

Printing revenues:
Printing revenues are recognized when products are shipped or delivered, in accordance with the customer agreement.

Content preparation revenues:
Content preparation revenues are recognized based on the percentage of completion method, in accordance with the customer agreement.

Custom publication revenues:

Revenues for the use of computerized tools:

Marketing project revenues:
Marketing project revenues are recognized based on the percentage of completion method, in accordance with the customer agreement.

iii) Media sector revenues are recognized as follows:

Advertising revenues:
Advertising revenues are recognized at the publication date in the case of a daily or weekly publication, and at the date of issue in the case of a monthly publication.

Subscription revenues:

Distribution revenues:
Door-to-door distribution revenues are recognized at the delivery date of the advertising material.

Newsstand revenues:
Newsstand revenues are recognized at the time of delivery, net of a provision for returns and delivery costs.

The consolidated financial statements have been prepared in accordance with Canadian generally accepted accounting principles (“GAAP”) in Canada, as established in Part V of the Canadian
Institute of Chartered Accountants’ (“CICA”) Handbook, and include the following significant accounting policies:

The consolidated financial statements include the accounts of the Corporation and those of its subsidiaries and joint ventures. Business acquisitions are accounted for under the acquisition method, in
accordance with Section 1581 "Business Combinations" of the CICA Handbook, and their operating results are included in the consolidated financial statements from the acquisition date. Investments in
joint ventures are accounted for using the proportionate consolidation method. Other investments are recorded at cost.

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions which are based on subjective or complexe judgments, that affect the
amounts reported in the consolidated financial statements of the Corporation. Although management regularly reviews its estimates, actual results could differ from them. The most significant areas
requiring the use of management estimates are: provisions, including provisions for bad debts, for inventory obsolescence and for legal contingencies, impairment of assets, restructuring costs,
amortization periods of property, plant and equipment and intangible assets, valuation of goodwill and intangible assets, stock-based compensation costs and accounting for income taxes and pension
plans.

In the Printing sector, printing is the main source of revenues. These revenues are recognized when products are shipped or delivered, in accordance with the customer agreement. Most sales are
promptly delivered to customers; consequently, the Corporation does not have significant finished goods in inventory.

the products were shipped or delivered, or services provided;
the selling price is fixed or determinable;
the collection of the sale is reasonably assured.

Custom publication revenues are recognized when products are shipped or delivered, or when services are provided, in accordance with the customer agreement. Revenues for updating digital
publications are recognized based on the percentage of completion method.

Revenues for the use of computerized tools are recognized based on usage, storage space or reports generated, in accordance with the customer agreement. Revenues billed also consider
volume discounts.

The Corporation recognizes revenues when the following criteria are met:
there is persuasive evidence of the existence of an agreement for exchange of products or services;

1. Significant accounting policies

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the years ended October 31, 2011 and 2010
(in millions of dollars, except per share data)

Subscription revenues are recognized using the straight-line method, based on subscription terms, which represent the period during which the services are provided. These amounts received are
therefore recorded in deferred subscription revenues when collected, and subsequently transferred to income based on the subscription terms.

b) Use of estimates

5



Educational books revenues:
Educational books revenues are recognized when the books are shipped to customers, in accordance with the customer agreement.

Publishing revenues:
Revenues from government programs related to publishing are recognized based on the percentage of completion method, in accordance with the customer agreement.

d) Non-monetary transactions

e) Income taxes

f) Government assistance

g) Cash and cash equivalents

h) Inventories

i) Vendor rebates

Buildings
Machinery and equipment
Machinery and equipment under capital leases
Other equipment
Leasehold improvements Term of the lease

3-15 years
2-5 years

Costs, such as interest, directly incurred for the acquisition or construction of property, plant and equipment are capitalized and amortized over the useful life of the corresponding asset. Assets under
construction are not amortized until they are ready for their intended use.

k) Leases
The Corporation accounts for capital leases as a property, plant and equipment and long-term debt when substantially all the benefits and risks incident to ownership of the property are transferred. The
cost of assets under capital leases represents the present value of future minimum lease payments, and is amortized on a straight-line basis over the lease term.

Leases that do not transfer substantially all the benefits and risks incident to ownership of the property are accounted for as operating leases, under which the rental costs are recorded to income on a
straight-line basis over the term of the lease.

1. Significant accounting policies (continued)

In the normal course of business, the Corporation offers advertising in exchange for goods or services. The related revenues are accounted for based on the fair value of the goods and services
received or given. For the year ended October 31, 2011, the Corporation recognized an amount of $9.5 million as non-monetary transactions ($7.4 million for the year ended October 31, 2010).

The Corporation records income taxes using the liability method of accounting. Under this method, future income tax assets and liabilities are determined based on the differences between the carrying
amount and the tax basis of the assets and liabilities, and are measured using tax rates in effect when these differences are expected to reverse, in accordance with enacted laws or those substantively
enacted at the date of the financial statements. A valuation allowance is recorded as a reduction of the carrying value of future tax assets when it is more likely than not that these assets will not be
realized.

Government assistance, including investment tax credits related to the purchase of property, plant and equipment or intangible assets, is recorded as a reduction in the cost of the underlying asset.
Government assistance, including investment tax credits related to operating costs, is recorded as a reduction of these costs.

Inventories are valued at the lower of cost and net realizable value. Cost is determined using the first in, first out method, and includes the acquisition costs of raw materials and manufacturing costs,
such as direct labor and a portion of manufacturing overhead.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the years ended October 31, 2011 and 2010
(in millions of dollars, except per share data)

Cash and cash equivalents include cash, bank overdraft and highly liquid investments with original maturities of less than three months. Cash and cash equivalents are presented at fair value.

The Corporation records vendor rebates as a reduction in the price of vendor's products or services received, and reduces operating costs and related inventory in the consolidated statements of
income and balance sheets. These rebates are estimated based on anticipated purchases.

j) Property, plant and equipment
Property, plant and equipment are stated at cost, and amortized using the straight-line method over their estimated useful lives, as follows:

20-40 years
3-15 years
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Term Method
Customer relationships 12 years Straight-line
Educational books prepublication costs
Educational books titles 6-9 years
Acquired printing contracts Straight-line
Non-compete agreements 2-5 years Straight-line
Long-term technology project costs 5 years Straight-line

p) Asset retirement obligations

l) Disposal of long-lived assets and discontinued operations

r) Pension and post-retirement benefits
The Corporation offers various contributory and non-contributory defined benefit pension plans, defined contribution pension plans and registred savings plans to its employees and those of its
participating subsidiaries. Since June 1, 2010, most employees participate only in defined contribution pension plans.

q) Impairment of long-lived assets

Legal obligations linked to removal obligations on certain buildings are recorded in the period in which they are contracted, when they can be reasonnably evaluated. The obligations are initially
measured at fair value using the discounted cash flow technique, and are subsequently adjusted for any changes in the initial timing or amounts of the expected cash flow. Initially, these obligations are
capitalized as capital assets, and then amortized over their remaining useful life. A liability related to the asset retirement obligation is also established over time, due to accretion, and recorded as
operating costs.

Long-lived assets are tested for recoverability whenever changes in circumstances indicate that their carrying amount may not be recoverable. An impairment loss is recognized when their carrying
amount exceeds the total undiscounted cash flows expected from their use and potential disposition. The amount of the impairment loss is determined as the excess of the carrying value of the asset
over its fair value.

o) Contract acquisition costs

Non-amortizable intangible assets consist of trade names, mainly from acquired magazines and newspapers, and their related circulation. These intangible assets have an indefinite useful life and are
not amortized but tested annually for impairment, or more frequently if changes in circumstances indicate a potential impairment.

Contract acquisition costs are amortized as reductions of revenues using the straight-line method over the related contract term or on sales volumes. Whenever changes occur that impact the related
contract, including significant declines in anticipated profitability, the Corporation evaluates the carrying value of the contract acquisition costs to determine whether impairment has occured. These
costs are included in other assets in the consolidated balance sheets.

Maximum 7 years On historical sales patterns
On historical sales patterns

Term of the contract

n) Intangible assets
Intangible assets are stated at cost and amortized as follows:

Goodwill represents the excess of acquisition cost over fair value of net assets of acquired businesses. Goodwill has an indefinite useful life, and is not amortized but tested annually for impairment or
more frequently if changes in circumstances indicate a potential impairment.

In assessing whether or not there is an impairment, the Corporation uses a combination of approaches to determine the fair value of a reporting unit, including both the market and the discounted future
cash flows approaches. Under the market approach, the Corporation estimates the fair value of the reporting unit by multiplying normalized earnings before amortization, interest and income taxes by
multiples based on market inputs. If there is an indication of impairment, the Corporation uses a discounted future cash flow model in estimating it, and compares it with the fair value of the net
identifiable assets. The future cash flows are based on the Corporation’s estimates and include consideration for expected future operating results, economic conditions and a general outlook for the
industry in which the reporting unit operates.

Long-lived assets held for sale are presented separately in the consolidated balance sheets and are measured at their carrying value or fair value less selling costs, whichever is less, and they are not
amortized while they are presented as available for sale. The net results related to items that were disposed of by sale, or classified as held for sale, are presented as discontinued operations when the
results and cash flows associated to these items have been or will be eliminated from continuing operations as a result of the sale, and if the Corporation no longer participate significantly in the
operation of the item after the sale. Part of a business means an item whose net income and cash flows can be clearly distinguished from the rest of the net results and cash flows of the Corporation for
both operating purposes and presentation of financial information.

1. Significant accounting policies (continued)

m) Goodwill

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the years ended October 31, 2011 and 2010
(in millions of dollars, except per share data)
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i)

ii)

i)

ii)

iii)

Category Subsequent evaluation
Cash and cash equivalents Held for trading Fair value
Accounts receivable and other financial assets Loans and receivables Amortized costs
Investments Available for sale Fair value or cost if there is no quoted market
Accounts payable and other financial liabilities Other financial liabilities Amortized costs
Long-term debt Other financial liabilities Amortized costs
Derivative financial instruments Held for trading Fair value

Defined contributions pensions plans

1. Significant accounting policies (continued)

Defined benefits pensions plans

s) Stocks based compensation

Stock option plan

The Corporation offers stock option plan and share unit plans for the benefit of senior executives and directors.

Operating foreign subsidiaries, with the exception of foreign sales offices of the Canadian operations, are considered self-sustaining foreign operations and the current rate method is used to translate
their financial statements into Canadian dollars. The resulting translation adjustments are reported under “Accumulated other comprehensive loss” in the consolidated balance sheets and recognized in
income only when a reduction of the investment in these foreign operations has been realized. Integrated foreign operations, including foreign sales offices and foreign currency transactions, are
translated using the temporal method and the foreign exchange gains or losses are recognized to income.

Transactions costs are capitalized to the cost of financial assets and liabilities when they are not classified as held for trading. Thus, issuance costs of long-term debt are classified as a reduction in long-
term debt, and amortized using the effective rate method.

Share unit plan for directors

The accrued benefit obligation is determined by independent actuaries, using the projected benefit method prorated on services and is based on management’s best economic and demographic
assumptions. The Corporation amortizes the unrecognized net aggregate actuarial gains and losses in excess of 10% of the greater of the accrued benefit obligation or the fair value of plan assets,
and past service costs, over the expected average remaining service life (“EARSL”) of the employee group covered by the plans which ranges from 10 to 12 years. The transitional obligation
resulting from the initial application of Section 3461 of the CICA Handbook in November 2000 is also amortized over the EARSL of the employee group covered by the plans. For the purpose of
calculating the expected return on plan assets, the fair value is used.

Compensation costs related to share units for directors are recognized at the time of grant. These units are initially measured at fair value based on the trading price of Class A Subordinate Voting
Shares of the Corporation, and are revalued at the end of each reporting period, until settlement. Any changes in fair value are recognized to income.

t) Foreign currency translation

Changes in fair value of financial instruments held for trading are recorded in the consolidated statement of income in the approriate period. Changes in fair value of financial instruments designated as
cash flow hedges are recorded, for the efficient portion, in the consolidated statement of comprehensive income in the approriate period until their realization, after which they are recorded in the
consolidated statement of income.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the years ended October 31, 2011 and 2010
(in millions of dollars, except per share data)

Share unit plan for senior executives

Under the defined contributions pension plans, the Corporation makes contributions to the participating employees pension plans using a predetermined percentage of the employees salary and
has no legal or implicit obligation to pay additionnal amounts. The cost for these plans is recorded when services are rendered by employees, which is generally at the same time the contributions
are made.

Compensation costs related to share units plan for senior executives are recognized on a straight-line basis over the three-year vesting period, either on the achievement of performance targets for
the units related to performance, or on tenure for other units. The liability for these units is adjusted to the intrinsic value at the end of each reporting period, using the trading price of Class A
Subordinate Voting Shares of the Corporation, until settlement. Any changes in the intrinsic value is recognized to income. At the end of each reporting period, the Corporation reviews its estimate
of the number of units for which vesting is forecasted, and recognizes the impact of this revision to income, if any.

Stock options are valued at fair value at the time of their issuance using the Black-Scholes model. Compensation costs related to stock options are recognized to income on a straight-line basis at a
rate of 25% per year, which is the period over which the rights on the options are acquired, and an equal amount is recorded to contributed surplus included in shareholders' equity. When senior
executives exercise their stock options, the amounts received from them are credited to share capital. For stock options granted since November 1, 2002, the amount previously accounted for as an
increase to contributed surplus is also transferred to share capital.

u) Financial instruments
Financial assets and liabilities are classified and valued as follows:
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International Financial Reporting Standards

2011i 2010ii

Property, plant and equipment 104.1$           105.8$           
Intangible assets 16.2               17.5               

120.3             123.3             
Intangible assets and other assets, presented in revenues, operating costs and financial expenses 27.2               24.6               

147.5$           147.9$           

The Corporation identifies, evaluates and manages financial risks related to changes in interest rates and foreign exchange rates in order to minimize the effect on its results and financial position, using
derivative financial instruments for which parameters have been defined and approved by the Board of Directors. If the Corporation did not use derivative financial instruments, exposure to market
volatility would be greater.

2. Change in accounting policies

3. Effect of new accounting standards not yet implemented

Section 3064 of the CICA Handbook, Goodwill and intangible assets, allows the capitalization of employee salaries and benefits directly attributable to an internally generated intangible asset. The
Corporation was not capitalizing the books prepublication costs as its information systems could not allocate these costs per book. On November 1, 2010, the Corporation modified its information
systems in order to compile employee salaries and benefits per book, and decided to change its accounting policy. Consequently, for the year ended October 31, 2011, this change in accounting policy
resulted in an increase in intangible assets of $5.3 million and in long-term future income tax liability of $1.5 million, as well as a decrease in operating costs of $5.3 million and an increase in income tax
expense of $1.5 million. These intangible assets are now amortized as operating costs over a maximum of 7 years, based on historical sales patterns. The application of this accounting policy is
prospective, as the Corporation cannot generate the information for prior periods to apply this change retrospectively.

Derivative financial instruments offering economic hedging without being eligible to hedge accounting are accounted for at fair value with change in fair value recorded in the statements of income. The
Corporation does not use derivative financial instruments for speculative or transactional purposes.

For the years ended October 31, 2011 and 2010

v) Derivative financial instruments and hedge accounting

When applying hedge accounting, the Corporation documents relationship between the derivatives and hedged items, as well as its objective and risk management strategy underlying its hedging
activities. This process includes linking all derivatives designated as a hedge to specific assets and liabilities, firm commitments or specific anticipated transactions.

When a hedging relationship is put in place and throughout its duration, the Corporation must have a reasonable assurance that the relationship will remain effective and in accordance with its risk
management objective and strategy as initially documented. The effectiveness of the hedging relationship must be confirmed in each quarter. The effective portion of the hedge is recognized in other
comprehensive income and the ineffective portion is recognized in the consolidated statement of income. The effective portion of the currency risk hedging related to future purchases of production
equipment, deferred in accumulated other comprehensive income, is reclassified against the production equipment at its initial recognition. The effective portion of the currency risk hedging related to
interest and capital payments is reclassified to income during the period in which the hedged item affects earnings.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(in millions of dollars, except per share data)

4. Amortization

In February 2008, Canada's Accounting Standards Board ("AcSB") confirmed that Canadian GAAP, as used by publicly accountable enterprises, will be superseded by International Financial Reporting
Standards ("IFRS") for fiscal years beginning on or after January 1, 2011. For the Corporation, the conversion to IFRS will be required for interim and annual financial statements for the year ended
October 31, 2012.

IFRS uses a conceptual framework similar to Canadian GAAP, but there are significant differences on recognition, measurement and disclosures.

1. Significant accounting policies (continued)

The Corporation is currently completing the analysis of the impact that the adoption of these new standards will have on the consolidated financial statements. The consolidated financial statements of
the first quarter of fiscal 2012 will be prepared according to these new standards.

When hedging instruments mature or become ineffective before their maturity and are not replaced within the Corporation’s documented hedging strategy, any gains, losses, revenues or expenses
associated with the hedging instrument that had previously been recognized in other comprehensive income as a result of applying hedge accounting are carried forward to be recognized in net income
in the same period or periods during which the asset acquired or liability incurred affects net income. If the hedged item ceases to exist due to its maturity, expiry, cancellation or exercise before the
hedging instrument expires, any gains, losses, revenues or expenses associated with the hedging instrument that had previously been recognized in other comprehensive income (loss) as a result of
applying hedge accounting are recognized in the reporting period's net income along with the corresponding gains, losses, revenues or expenses recognized on the hedged item.
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Over the last fiscal years, the Corporation initiated restructuring plans as follows:

The following table provides details of these plans:

Charged Charged Charged 
to income Forecasted to income Paid to income Paid

a) Rationalization Measures 2009 - 2010
Printing

Workforce reduction costs 27.2$             27.2$             2.9$               -$               2.9$               -$               4.3$               10.2$             
Other costs 4.3                 4.3                 -                 -                 -                 -                 1.1                 1.2                 

Interactive
Workforce reduction costs 2.1                 2.1                 0.6                 -                 0.6                 -                 0.9                 1.1                 
Other costs 0.2                 0.2                 -                 -                 -                 -                 -                 -                 

Media
Workforce reduction costs 10.4               10.4               0.4                 -                 0.4                 -                 1.4                 4.7                 

44.2               44.2               3.9                 -                 3.9                 -                 7.7                 17.2               
Printing

Impairment of assets 16.5               16.5               n/a -                 n/a n/a 0.9                 n/a
Media

Impairment of assets 1.6                 1.6                 n/a -                 n/a n/a 0.1                 n/a
62.3$             62.3$             3.9$               -$               3.9$               -$               8.7$               17.2$             

b) Rationalization Measures 2011 - 2012
Printing

Workforce reduction costs 13.7$             13.7$             5.5$               8.2$               8.0$               5.7$               5.5$               -$               
Other costs 2.4                 3.2                 -                 2.4                 2.4                 -                 -                 -                 

Interactive
Workforce reduction costs 1.7                 1.7                 -                 1.7                 0.7                 1.0                 -                 -                 

Media
Workforce reduction costs 2.2                 2.2                 -                 2.2                 1.3                 0.9                 -                 -                 

20.0               20.8               5.5                 14.5               12.4               7.6                 5.5                 -                 
Printing

Impairment of assets 4.6                 4.6                 n/a 3.9                 n/a n/a 0.7                 n/a
24.6$             25.4$             5.5$               18.4$             12.4$             7.6$               6.2$               -$               

Total
Workforce reduction costs 57.3$             57.3$             9.4$               12.1$             13.9$             7.6$               12.1$             16.0$             
Other costs 6.9                 7.7                 -                 2.4                 2.4                 -                 1.1                 1.2                 
Impairment of assets 22.7               22.7               n/a 3.9                 n/a n/a 1.7                 n/a

86.9$             87.7$             9.4$               18.4$             16.3$             7.6$               14.9$             17.2$             

2010
Liability as at Liability as at
October 31, October 31,

5. Impairment of assets and restructuring costs

a) During the second quarter of fiscal 2009, the Corporation announced major rationalization measures to address the recession, including substantive cost-cutting measures throughout Canada and
the United States. The deterioration of the economy had reduced the communication and marketing investments of a number of customers of the Corporation. Therefore, commercial printing projects
and magazine and newspaper advertising placements were cancelled or postponed by companies also affected by the recession. These measures were completed during fiscal 2010 and final
disbursements occured during fiscal 2011.

b) The Corporation is currently carrying rationalization measures aimed at all its operating sectors. These measures aim, among others, to deal with excess production capacity in some specialized
plants of the Printing sector, due to important structural changes in the printing industry which result in lower demand in certain niche markets. These measures also aim the implementation of a new
operating structure from November 1, 2011, combining the majority of Interactive sector activities with those of the Media sector to form a single sector, in order to better meet the multi-platform
marketing communication needs of the customers. For their part, the digital printing activities established in the United States will complete the product offering of the Printing sector. It is expected that
these measures will be completed over fiscal 2012.

Total

20112010

2011

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the years ended October 31, 2011 and 2010
(in millions of dollars, except per share data)

10



2011i 2010ii

Financial expenses on long-term debt 34.6$             39.7$             
Other expenses 5.0                 3.6                 
Foreign exchange gain (0.3)                (0.7)                

39.3$             42.6$             

2011i 2010ii

Income taxes at statutory tax rate 39.2$             53.7$             
Effect of differences in tax rates in other jurisdictions (9.6)                (12.2)              
Effect of Ontario corporate income tax rate reductions (a) -                 (2.4)                
Income taxes on non-deductible expenses and non-taxable portion of capital gain 9.0                 4.7                 
Changes in valuation allowance on capital losses (3.4)                (6.6)                
Other (4.9)                (3.1)                
Income taxes at effective tax rate 30.3$             34.1$             

Income taxes include the following items: 

Income taxes before the following items: 44.0$             42.8$             
Income taxes on impairment of assets and restructuring costs (5.0)                (4.2)                
Income taxes on impairment of goodwill and intangible assets (7.1)                (2.1)                
Income taxes on expenses related to long-term debt prepayments (1.6)                -                 
Effect of Ontario corporate income tax rate reductions (a) -                 (2.4)                

Income taxes at effective tax rate 30.3$             34.1$             

(a)

2011i 2010ii

31.4$             23.7$             

Reduction of future income taxes related to impairment of assets and restructuring costs (5.0)                (4.2)                
Reduction of future income taxes related to impairment of goodwill and intangible assets (7.1)                (2.1)                
Income taxes on expenses related to long-term debt prepayments (1.6)                -                   
Reduction of future income taxes related to the reduction of the Ontario corporate income tax rate -                 (2.4)                
Increase in future income tax expense due to other temporary differences 12.6               19.1               

30.3$             34.1$             

6. Financial expenses

Future

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the years ended October 31, 2011 and 2010
(in millions of dollars, except per share data)

Corporate tax rate reductions announced in the March 26, 2009 Ontario budget were adopted on December 15, 2009. These reductions in corporation tax rates have reduced the income tax
expense and net future income tax liabilities by $2.4 million in the first quarter of fiscal 2010.

Income tax expense for the years ended October 31 is as follows:

Current

7. Income taxes
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The tax impact of the temporary differences resulting in future income tax assets and liabilities are as follows as at October 31:

2011i 2010ii

Losses carried forward 130.1$           120.2$           
Property, plant and equipment, net of tax credits (96.0)              (77.6)              

Non-deductible provisions 10.2               5.2                 
Pension plans (1.9)                2.3                 
Goodwill and intangible assets (33.1)              (34.7)              
Other 9.9                 6.6                 

Total future income taxes 19.2$             22.0$             

16.8$             16.6$             
144.9             145.3

(2.0)                (2.5)                
(140.5)            (137.4)

19.2$             22.0$             

The following table presents the results of discontinued operations:

2011i 2010ii

Revenues 55.3$             140.9$           
Expenses 53.3               153.9             
Income (loss) before income taxes 2.0                 (13.0)              
Income taxes (recovered) 0.5                 (3.2)                
Income (loss) related to the operation of discontinued operations 1.5                 (9.8)                
Gain (loss) related to the discontinuance of operations, net of related income taxes of nil in 2011 and $24.1 in 2010 (22.7)              39.2               
Net income (loss) from discontinued operations (21.2)$            29.4$             

Future income tax assets - long-term
Future income tax liabilities - short-term
Future income tax liabilities - long-term

Total future income taxes

The Corporation has capital losses of $34.4 million that can be carried forward indefinitely, and for which the benefits arising therefrom have not been recognized. In addition, the Corporation has losses
carried forward in certain U.S. states, which expire between 2013 and 2031, and for which the value after federal tax deduction is $5.3 million. Considering that some limitations may apply to the use of
these losses, the Corporation recorded a valuation allowance of $4.1 million against them, leaving a net value of $1.2 million in the consolidated balance sheet as at October 31, 2011.

8. Discontinued operations

Other assets (liabilities)

Future income taxes include the following:
Future income tax assets - short-term

7. Income taxes (continued)

For the years ended October 31, 2011 and 2010
(in millions of dollars, except per share data)

On July 12, 2011, the Corporation has entered into a definitive agreement with Quad/Graphics, Inc. to sell its Mexican printing operations, for net proceeds of $81.8 million. The Corporation received an
amount of $50.0 million and recorded an amount of $32.8 million in its accounts receivable. This transaction resulted in a net loss on disposal of $22.7 million, including an amount of $50.5 million
relating to the reversal of losses accumulated under "Foreign currency translation adjustment" in "Accumulated other comprehensive income (loss)", that the Corporation was required to consider in the
book value of net assets related to Mexican printing operations. Mexican printing operations generated revenues of approximately $63.3 million in 2010 and employed about 900 people in three
locations. The closing of the transaction took place on September 8, 2011.

On February 10, 2010, the Corporation signed an agreement with IWCO Direct, a U.S.-company headquartered in Minnesota, to sell substantially all of its high-volume direct mail assets in the United
States, for net proceeds of $105.7 million. The closing of the transaction took place on April 1, 2010.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2011i 2010ii

43.8$             40.9$             
Work in progress and finished goods 36.4               36.7               

80.2$             77.6$             

Cost
Net book

value

46.1$             -$               46.1$             
305.6             97.8               207.8             

1,149.5          690.8             458.7             
14.8               8.4                 6.4                 

162.7             128.8             33.9               
46.4               22.6               23.8               
10.4               -                 10.4               

1,735.5$        948.4$           787.1$           

47.5$             -$               47.5$             
307.2             87.3               219.9             

1,222.0          708.1             513.9             
19.5               7.8                 11.7               

163.9             122.7             41.2               
44.6               21.1               23.5               
13.9               -                 13.9               

1,818.6$        947.0$           871.6$           

Raw materials

2011

Buildings

Other equipment

As at October 31, 2011, no amount has been drawn from this source of financing.

Land 

9.  Accounts receivable

10. Inventories

On February 16, 2011, the Corporation put in place a new two-year securitization program with a trust whose financial services agent is a Canadian bank, to sell, from time to time, certain accounts
receivable of its subsidiaries. The maximum net consideration permitted under this program is $200.0 million, of which up to 20% of accounts receivable denominated in U.S. dollars.

11. Property, plant and equipment

Accumulated
amortization

Land 
Buildings
Machinery and equipment
Machinery and equipment under capital leases

Leasehold improvements
Assets under construction and deposits on equipment

Interest capitalized to property, plant and equipment.
For the year ended October 31, 2011, negligible amounts of interest were capitalized on property, plant and equipment ($2.2 million for the year ended October 31, 2010).

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the years ended October 31, 2011 and 2010
(in millions of dollars, except per share data)

Leasehold improvements
Assets under construction and deposits on equipment

2010

Machinery and equipment
Machinery and equipment under capital leases

Other equipment
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129.7$           38.6$             508.9$           0.9$               678.1$           
Acquisitions (Note 23) -                 3.5                 31.9               -                 35.4               
Impairment -                 (29.5)              (1.5)                -                 (31.0)              

129.7$           12.6$             539.3$           0.9$               682.5$           

131.4$           33.2$             507.9$           0.9$               673.4$           
Acquisitions (Note 23) -                 5.6                 1.8                 -                 7.4                 
Disposals (1.4)                -                 (0.3)                -                 (1.7)                
Foreign currency translation and other (0.3)                (0.2)                (0.5)                -                 (1.0)                

129.7$           38.6$             508.9$           0.9$               678.1$           

Cost
Net book

value

Amortizable intangible assets
Customer relationships 23.8$             7.9$               15.9$             
Educational books prepublication costs 71.6               50.3               21.3               
Educational books titles 20.0               19.1               0.9                 
Acquired printing contracts 11.2               7.0                 4.2                 
Non-compete agreements 2.4                 1.2                 1.2                 
Long-term technology project costs 36.2               20.4               15.8               

1.0                 0.5                 0.5                 
166.2             106.4             59.8               

91.0               -                 91.0               
257.2$           106.4$           150.8$           

Balance, beginning of year

13. Intangible assets

2011
Accumulated
amortization

Other

Trade names and circulation

Balance, end of year

12. Goodwill

The changes in book value of goodwill are as follows: 

Sector Sector Sector amounts

Other activities
Interactive Media and unallocatedPrinting

2011

Non-amortizable intangible assets

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the years ended October 31, 2011 and 2010
(in millions of dollars, except per share data)

Consolidated

Balance, beginning of year

Balance, end of year

2010

Considering the major changes in the communications marketing industry, the Corporation recorded, in fiscal 2011, an amount of $31.0 as impairment of goodwill, mostly related to personalized
marketing activities of the Interactive sector, due to lower profitability than what was originally forecasted. No charge for impairment of goodwill was recorded in fiscal 2010.

During fiscal 2011, the Corporation has conducted its annual impairment test of goodwill. This test is carried in two steps. In the first step, the Corporation estimates the fair value of the reporting unit by
multiplying normalized earnings before amortization, interest and income taxes by multiples based on market inputs. If at the conclusion of this first step there is an indication of impairment, the
Corporation carries the second step to determine the amount of the impairment. In the second step, the Corporation estimates the fair value of the reporting unit using discounted future cash flows,
considering expected future operating results, economic conditions and a general outlook for the industry in which the reporting unit operates, and compares it with the fair value of the net identifiable
assets in order to evaluate the fair value of the goodwill.
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Cost
Net book

value

Amortizable intangible assets
Customer relationships 32.2$             7.0$               25.2$             
Educational books prepublication costs 60.3               41.1               19.2               
Educational books titles 20.0               15.1               4.9                 
Acquired printing contracts 11.1               6.2                 4.9                 
Non-compete agreements 2.0                 0.8                 1.2                 
Long-term technology project costs 40.1               19.9               20.2               

0.9                 0.4                 0.5                 
166.6             90.5               76.1               

103.0             -                 103.0             
269.6$           90.5$             179.1$           

2011i 2010ii

Contract acquisition costs 13.4$             20.4$             
0.6                 0.8                 

23.6               8.4                 
0.2                 2.5                 
5.9                 7.1                 

43.7$             39.2$             

14. Other assets

Investments
Accrued pension benefit asset (Note 24)

2010

Non-amortizable intangible assets
Trade names and circulation

For the year ended October 31, 2011, the Corporation recorded an impairment charge of $12.0 million on trade names and circulation of certain publications in the Local Solutions Group in the Media
sector, specifically in the Newspaper Division of the Atlantic Provinces and Saskatchewan ($8.0 million for the year ended October 31, 2010). In addition, the Corporation recorded an impairment charge
of $6.6 million on customer relationships and an impairment charge of $2.6 million on long-term technology project costs, primarily related to one to one marketing and digital printing activities in the
Interactive sector (no impairment charge for the year ended October 31, 2010). For the year ended October 31, 2010, the Corporation recorded an impairment charge of $4.5 million on various other
intangible assets.

For the year ended October 31, 2011, the Corporation capitalized costs directly attributable to the creation of internally generated intangible assets amounting to $17.5 million ($19.0 million for the year
ended October 31, 2010).

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the years ended October 31, 2011 and 2010
(in millions of dollars, except per share data)

Other

13. Intangible assets (continued)

Accumulated
amortization

Fair value of derivative financial instruments
Other
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2011i 2010ii

Series 2002 A - Tranche 1 - 5.62% (US$75.0)  5.89 % 2013 74.4$             76.5$             
Series 2002 A - Tranche 2 - 5.73% (US$50.0)  5.83 % 2015 49.6               51.0               
Series 2004 A - LIBOR + 0.70% (US$37.5)  1.28 % 2012 37.2               38.3               
Series 2004 B - LIBOR + 0.70% (US$37.5)  1.28 % 2012 37.2               38.3               
Series 2004 C - LIBOR + 0.80% (US$15.0)  1.16 % 2014 14.9               15.3               
Series 2004 D - LIBOR + 0.90% (US$10.0)  1.25 % 2016 9.9                 10.2               

-                 -                 -                 0.5                 

a net book value of $6.4 % 2012-2016 4.2                 5.2                 
 1.75 % 2012 145.0             166.0             
 0.71 % 2012 36.7               12.2               

Series 1 - 8.06%  8.16 % 2014 50.0               50.0               
Series 2 - 5.58%  5.61 % 2019 50.0               50.0               

-                 -                 -                 50.0               

-                 -                 -                 100.0             
 5.40 % 2015 55.5               69.6               

% 2012-2017 2.6                 3.8                 
567.2             736.9             

2.8                 6.2                 
564.4             730.7             
271.9             17.8               
292.5$           712.9$           

On February 17, 2011, the Corporation prepaid its $100.0 million term credit facility granted by Caisse de dépôt et placement du Québec during fiscal 2009. This five-year financing bore interest at
bankers' acceptance rate + 6.375%. This debt prepayment was made using the revolving credit facility, and resulted in costs of $4.5 million in fiscal 2011, of which $1.1 million had no effect on cash
flows.

 As at October 31, 2011, letters of credit amounting to C$0.4 million and US$2.3 million were drawn on the committed line of credit, in addition to the amount presented above.

The Corporation has a line of credit in the form of a term revolving credit facility amounting to $400.0 million or the U.S. dollar equivalent, which matures in September 2012. The applicable interest rate
on the term revolving credit facility is based on the credit rating assigned by Standard & Poor’s. According to the current credit rating and the form of borrowing chosen by the Corporation, it is either the
bank prime rate, bankers’ acceptance rate or LIBOR, plus 0.44%. Facility fees of 0.11% are applicable on the facility, whether it is drawn or not, and utilization fees of 0.05% are applicable if the amount
drawn is over 66 2/3% of the facility.

The financing of $100.0 million from the Solidarity Fund QFL is comprised of two unsecured debentures of $50.0 million each. The first bears interest at a rate of 8.06%, payable every six months. The
second bears interest at a rate of 5.58%, payable every six months. In the case of a change of control of the Corporation, the terms and conditions of the loans state that the principal and accrued
interest could become due.

 3.27% to 8.00 

Issuance costs of long-term debt at amortized cost
Total long-term debt
Current portion

Banker's acceptance rate + 6.375%
Term loan - EURIBOR + 1.60% (2011 - €39.3; 2010 - €49.2)
Other loans at contractual rates of 0.00% to 8.00%

The Series 2002 A Unsecured Senior Notes are redeemable at the greater of par value and the discounted value of future cash flows, if redeemed before scheduled maturity, using an interest rate
based on U.S. Treasury Securities, having similar maturities. Series 2004 A, 2004 B, 2004 C and 2004 D Unsecured Senior Notes are redeemable at their nominal value, except for Series 2004 D,
which is redeemable at a premium of 0.5% as at October 31, 2011.

Revolving credit facility in U.S. dollars (2011 - US$37.0; 2010 - US$12.0)
Unsecured Debentures - Solidarity Fund QFL

Term loan - SGF Rexfor Inc. - 8.25%
Term credit facility - Caisse de dépôt et placement du Québec

15. Long-term debt

Effective interest
rate as of

October 31, 2011 Maturity

Revolving credit facility in Canadian dollars

Unsecured Senior Notes

Loans secured by property, plant and equipment
Obligations under capital leases secured by property, plant and equipment having

 5.43% to 8.07 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the years ended October 31, 2011 and 2010
(in millions of dollars, except per share data)
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Principal payments to be made by the Corporation in forthcoming years are as follows:

271.9$           
90.0               
80.7               
64.0               
10.4               
50.2               

567.2$           

Principal Interest

1.3$               0.2$               1.5$               
1.0                 0.1                 1.1                 
1.4                 0.1                 1.5                 
0.3                 -                 0.3                 
0.2                 -                 0.2                 
4.2$               0.4$               4.6$               

2011i 2010ii

6.5$               7.2$               
16.0               16.0               
15.9               14.8               

0.8                 0.8                 
8.0                 11.2               

47.2$             50.0$             

Asset retirement obligations
Fair value of derivative financial instruments

2013
2014

2016

The Corporation must comply with certain restrictive covenants, including the requirement to maintain certain financial ratios. For the years ended October 31, 2011 and 2010, the Corporation has not
been in default under any of its obligations.

2015

Minimum payments required under capital leases, for which the principal is included in the amounts presented above, are as follows:

Minimum
payments

2012

2014
2015
2016
2017 and thereafter

15. Long-term debt (continued)

Principal
payments

2012
2013

On July 4, 2011, the Corporation prepaid its term loan of $50.0 million granted by SGF Rexfor Inc. during fiscal 2009. This five-year financing bore interest at 8.25% per year. This debt prepayment was
made using the revolving credit facility, and resulted in costs of $1.3 million that were recorded in fiscal 2011, of which $0.3 million had no effect on cash flows.

The financing of €39,3 million ($55.5 million) from a European bank, which was used to acquire various production equipments, bears interest at EURIBOR + 1.60%. It is payable in equal instalments
including principal plus interest, every six months until July 2015. On December 1, 2009, the Corporation entered into a six-year cross currency swap agreement, maturing in July 2015, to lock the
exchange rate at 1.5761 and to convert the interest rate to banker's acceptance rate plus 3.36%.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the years ended October 31, 2011 and 2010
(in millions of dollars, except per share data)

16. Other liabilities

Deferred subscription revenues
Long-term accrued liabilities
Accrued pension benefit liability (Note 24)
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Class A Subordinate Voting Shares: subordinate participating voting shares carrying one vote per share, no par value;
Class B Shares:
Preferred Shares:

Number of
shares Amount

Number of 
shares Amount

Class A Subordinate Voting Shares 65,873,182    361.5$           65,806,497    361.2$           
15,151,235    20.5               15,196,840    20.6               
81,024,417    382.0             81,003,337    381.8             

Cumulative 5-Year Rate Reset First Preferred Shares, Series D 4,000,000      96.8               4,000,000      96.8               
478.8$           478.6$           

Number of 
shares Amount

Number of 
shares Amount

65,806,497    361.2$           64,749,030    357.9$           
Conversion of Class B Shares into Class A Subordinate Voting Shares 45,605           0.1                 848,867         1.2                 

21,080           0.2                 208,600         2.1                 
65,873,182    361.5$           65,806,497    361.2$           

15,196,840    20.6$             16,045,707    21.8$             
Conversion of Class B Shares into Class A Subordinate Voting Shares (45,605)          (0.1)                (848,867)        (1.2)                

15,151,235    20.5$             15,196,840    20.6$             

Cumulative 5-Year Rate Reset First Preferred Shares, Series D
4,000,000      96.8$             4,000,000      96.8$             

Exercise of stock options
When holders exercise their stock options, the amounts received from them are credited to share capital. For stock options granted since November 1, 2002, the amount previously accounted for as an
increase to contributed surplus is also transferred to share capital. For the years ended October 31, 2011 and 2010, no amount was transferred from contributed surplus to share capital.

Balance, end of year

Balance, beginning and end of year

Class B Shares

Preferred Shares

Class B Shares
Balance, beginning of year

Class A Subordinate Voting Shares
Balance, beginning of year

Exercise of stock options
Balance, end of year

participating voting shares carrying 20 votes per share, convertible into Class A Subordinate Voting Shares, no par value;

2011 2010

2011 2010

first and second preferred shares, issuable in series in numbers limited by the Articles of Incorporation, carrying no voting rights except as provided 
by law or in the Corporation's Articles of Incorporation, entitling the holder to cumulative dividends.

The Series D Preferred Shares have a fixed cumulative annual dividend of 6.75% for the first five years, payable quarterly in January, April, July and October. Effective October 15, 2014, the cumulative
annual dividend will be equivalent to the 5-Year Canadian Government Bonds Yield, plus 4.16% for the next five years. These Series D Preferred Shares are redeemable by the Corporation every five
years and convertible (under certain conditions), to the holder's option, in Cumulative Floating Rate First Preferred Shares (the "Series E Preferred Shares"), effective October 15, 2014, and every five
years thereafter on that date. The Series E Preferred Shares will have a cumulative quarterly dividend equivalent to the yield of Treasury Bills of the Government of Canada maturing within three
months plus 4.16%. These Series E Preferred Shares will be redeemable by the Corporation after five years and will be convertible (under certain conditions), to the holder's option, into Series D
Preferred Shares, effective October 15, 2019, and every five years subsequently on that date.

For the years ended October 31, 2011 and 2010, the share capital of the Corporation changed as follows:

Issued and paid

Participating shares

17. Share capital

Authorized (unlimited number)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the years ended October 31, 2011 and 2010
(in millions of dollars, except per share data)
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2011i 2010ii

Net income from continuing operations 105.8$           144.0$           
Dividends on preferred shares, net of related income taxes 6.8                 6.8                 
Net income from continuing operations, applicable to participating shares 99.0$             137.2$           

Denominator (in millions)
Weighted average number of participating shares - basic 81.0 80.8
Weighted average number of dilutive options 0.1 0.1                 
Weighted average number of participating shares - diluted 81.1 80.9               

Stock option plan

The following table summarizes the changes in outstanding stock options for the years ended October 31:

Number of
options

Weighted 
average 
exercise 

price
Number of

options

Weighted 
average 
exercise 

price

1,542,490      16.76$           2,006,575      17.23$           
164,672         16.20             173,100         13.09
(21,080)          10.36             (208,600)        9.88

(113,442)        18.38             (428,585)        20.84
1,572,640      16.67$           1,542,490      16.76$           
1,118,885      18.10$           1,044,640      18.95$           

19. Stock-based compensation plans

2011 2010

In the calculation of the diluted net income per share, 1,242,340 stock options were considered anti-dilutive as at October 31, 2011 (1,010,960 as at October 31, 2010), since their exercise price was
greater than the average value of Class A Subordinate Voting Shares during the period. Therefore, these stock options were excluded from the calculation.

The Corporation offers a stock option plan for the benefit of certain of its senior executives. The number of Class A Subordinate Voting Shares authorized for issuance and the balance of shares that
could be issued under this plan as at October 31, 2011 were 6,078,562 and 4,572,478, respectively. The stock options granted before March 31, 2005 start to vest after one year at a rate of 20% per
year and must be exercised no later than ten years after the grant date. The stock options granted after March 30, 2005 start to vest after one year at a rate of 25% per year and must be exercised no
later than seven years after the grant date. Under the plan, each stock option entitles its holder to receive one share upon exercise and the exercise price is determined using the weighted average
price of all trades for the five days immediately preceding the grant of the stock option.

Stock-based compensation costs of $0.7 million and $0.8 million were charged to income and as an increase to contributed surplus of shareholders’ equity for the years ended October 31, 2011 and
2010, respectively.

The following table is a reconciliation of the components used in the calculation of basic and diluted net income from continuing operations per participating share for years ended October 31:

18. Net income per participating share

Balance, beginning of year
Granted
Exercised
Cancelled

Balance, end of year

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the years ended October 31, 2011 and 2010
(in millions of dollars, except per share data)

Numerator

Options exercisable as at October 31

As at October 31, 2011 the balance of stock options available for grant under the plan was 2,999,838.

19



Number of
options

Weighted
average
exercise

price
Number of

options

Weighted
average
exercise

price

$ 9.64 - 13.09 490,400                4.3    10.85$           220,375 10.47$           
$ 15.51 - 22.41 1,082,240                2.6    19.31             898,510 19.98             

1,572,640                3.1    16.67$           1,118,885 18.10$           

$ 8.85 - 13.09 531,530 5.2 10.87$           124,205 10.09$           
$ 15.51 - 22.41 1,010,960 3.0 19.86 920,435 20.15

1,542,490 3.8 16.76$           1,044,640 18.95$           

2011i 2010ii
Fair value of stock options 5.40$             4.31$             

Assumptions:
Dividend rate 1.6 % 1.5 %
Expected volatility 39.8 % 38.6 %
Risk-free interest rate 2.51 % 2.74 %
Expected life 5 years 5 years

Share unit plan for senior executives

The following table provides details of this plan:

Number of units 2011i 2010ii 2011i 2010ii

Balance, beginning of year 121,110         127,870         676,627         548,808         
Units granted 40,123           53,240           233,383         277,013         
Units cancelled -                 (58,141)          (110,163)        (136,765)        
Units paid (31,431)          (4,290)            (53,824)          (12,429)          
Units converted 66,139           -                 (66,139)          -                 
Dividends paid in units 6,040             2,431             -                 -                 

Balance, end of year 201,981         121,110         679,884         676,627         

For the years ended October 31, 2011 and 2010

DSU RSU

2011

2010

The following table summarizes the assumptions used to calculate the weighted average fair value of stock options granted on the date of grant using the Black-Scholes model for the years ended
October 31:

The Corporation offers a share unit plan to its senior executives under which deferred share units (“DSU”) and restricted share units (“RSU”) are granted. A portion of share units will vest based on
performance targets and another portion of share units will vest based on tenure. Vested DSUs and RSUs will be paid, at the Corporation’s option, in cash or with Class A Subordinate Voting Shares of
the Corporation purchased on the open market.

Exercise price
range

Weighted
average

remaining
contractual life

(years)

The expense reversal recorded in the consolidated statement of income for the year ended October 31, 2011 was $0.4 million. The expense recorded in the consolidated statement of income for the
year ended October 31, 2010 was $4.0 million. Amounts of $1.3 million and $0.2 million were paid under the plan for the years ended October 31, 2011 and 2010, respectively.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(in millions of dollars, except per share data)

19. Stock-based compensation plans (continued)

The following table summarizes information regarding outstanding stock options as at October 31:

Options outstanding Options exercisable
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Share unit plan for directors

The following table provides details of this plan:

Number of units 2011i 2010ii

Balance, beginning of year 159,803         167,783         
Directors compensation 35,497           29,396           
Units paid -                 (40,923)          
Dividends paid in units 5,957             3,547             

Balance, end of year 201,257         159,803         

2011i 2010ii

Balance, beginning of year 13.7$             12.9$             
Compensation costs relating to stock option plan (Note 19) 0.7 0.8

Balance, end of year 14.4$             13.7$             

Foreign Accumulated
currency Cash other com-

translation flow
adjustment hedges income (loss)

Balance as at November 1, 2009 (20.8)$            0.7$               (20.1)$            
Net change in gains (losses), net of income taxes (4.0)                (5.2)                (9.2)                

Balance as at October 31, 2010 (24.8)$            (4.5)$              (29.3)$            

Balance as at November 1, 2010 (24.8)$            (4.5)$              (29.3)$            
Reclassification of a realized foreign exchange loss to net income of discontinued operations,

related to the reduction of net investment in self-sustaining foreign operations (Note 8) 50.5               -                 50.5               
Net change in gains (losses), net of income taxes (5.7)                (1.8)                (7.5)                

Balance as at October 31, 2011 20.0$             (6.3)$              13.7$             

2016
2012 2013 2014 2015 and thereafter Total

Losses on derivatives designated as cash flow hedges (1.6)$              (2.2)$              (1.6)$              (0.9)$              (2.5)$              (8.8)$              
Income taxes 0.6                 0.6                 0.4                 0.2                 0.7                 2.5                 

(1.0)$              (1.6)$              (1.2)$              (0.7)$              (1.8)$              (6.3)$              

The Corporation offers a deferred share unit plan for its directors. Under this plan, directors may elect to receive either cash, deferred share units, or a combination of both for their compensation.

The expenses recorded in the consolidated statements of income for the years ended October 31, 2011 and 2010 were $0.2 million and $0.9 million, respectively. No amount has been paid under the
plan for the year ended October 31, 2011 ($0.5 million for the year ended October 31, 2010).

19. Stock-based compensation plans (continued)

21. Accumulated other comprehensive income (loss)

prehensive

As at October 31, 2011, the amounts expected to be reclassified to net income are as follows:

20. Contributed surplus

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the years ended October 31, 2011 and 2010
(in millions of dollars, except per share data)
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The changes in non-cash operating items are as follows:

2011i 2010ii

37.7$             (146.2)$          
5.0                 (15.6)              

(2.7)                (6.6)                
(3.8)                (0.3)                

(26.0)              13.9               
4.5                 2.1                 

(6.9)                3.8                 
(14.1)              (6.2)                

(6.3)$              (155.1)$          

Additional Information
30.5$             39.2$             
19.5$             33.4$             

Operating sector Acquisitions

Interactive November 1, 2010

Media April 28, 2011

August 1, 2011

August 29, 2011

Interest paid

22. Cash flows

Accounts receivable

Deferred subscription revenues and deposits
Net change in accrued pension benefit asset and liability (Note 24)

Inventories
Prepaid expenses and other current assets

23. Business acquisitions

During the year ended October 31, 2011, the Corporation has made the following acquisitions:

On July 12, 2011, the Corporation and Quad/Graphics, Inc. have entered into a definitive agreement under which the Corporation will acquire all the shares of Quad/Graphics Canada, Inc., subject to
regulatory approval, including the approval under the Canadian Competition Act, and an agreement to sell to Quad/Graphics, Inc. its Mexican printing operations, and to transfer its black and white book
printing business for U.S. export. Essentially, these transactions represent an exchange of assets of a net value of approximately $85.0 million, including $80.0 million, before adjustment for working
capital and transaction costs, for the Mexican printing operations, and $5.0 million for the black and white book printing business for U.S. export. The Canadian transaction is expected to close in early
2012, and will be settled in cash totaling $50.0 million, and by compensation the amount related to the sale of the Mexican printing operations and the black and white book printing business for U.S.
export. The Mexican transaction was approved under the Mexican Federal Law on Economic Competition, and was completed in the fourth quarter of fiscal 2011.

The purchase price allocation related to other acquisitions completed in the year ended October 31, 2011 are preliminary and subject to change following the final valuation of the assets acquired and
the final determination of the costs related to these acquisitions. The excess of purchase price over book value of assets acquired has been fully allocated to goodwill, consequently the acquired
intangible assets and depreciation related on these assets were not included in the consolidated financial statements statements for the year ended October 31, 2011. The Corporation will finalize the
purchase price allocation over fiscal 2012.

100% of the shares of Vortxt Interactive Inc., a company operating in mobile solutions.

Assets of Journal Nouvelles Hebdo , a weekly newspaper in the Dolbeau-Mistassini area.

Assets of Groupe Le Canada Français, representing 11 weekly and monthly titles, and a series of Web
portals, serving Saint-Jean-sur-Richelieu and Granby areas.

Assets of Avantage Consommateurs de l'Est du Québec, representing three weekly and monthly
publications, and their Web portals, serving the territory between St-Simon and Gaspé.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the years ended October 31, 2011 and 2010
(in millions of dollars, except per share data)

Income taxes receivable

Income taxes paid

Accounts payable and accrued liabilities
Income taxes payable

Date of acquisition
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2011i

Assets acquired
Working capital 3.0$               
Property, plant and equipment 0.2                 
Goodwill (tax basis of $23.9) 35.4               
Amortizable intangible assets 0.4                 

39.0$             

Liabilities assumed
Future income taxes 0.1                 

38.9$             

Consideration
Cash paid 35.2$             
Bank overdraft in acquired operations 0.1                 

35.3               
Short-term liabilities 3.6                 

38.9$             

Operating sector Acquisitions

Interactive October 29, 2010

October 29, 2010

100% of the shares of LIPSO Systems Inc., a Canadian leader in integrated mobile solutions. April 30, 2010

Media September 13, 2010

Conversys

Totem (formerly Redwood Custom Communications)

For the year ended October 31, 2010, adjustments were made to the purchase price allocation of Conversys, acquired January 21, 2009, to reflect the final valuation of the assets acquired and the final
determination of the costs related to this acquisition. The table on the next page includes these adjustments.

For the year ended October 31, 2010, adjustments were made to the purchase price allocation of Totem (formerly Redwood Custom Communications), acquired November 18, 2008, to reflect the final
valuation of the assets acquired and the final determination of the costs related to this acquisition. The table on the next page includes these adjustments.

For the year ended October 31, 2011, the Corporation paid an amount of $0.5 million, included in short-term liabilities as at October 31, 2010, relating to a business acquisition completed in prior
periods.

The fair value of assets acquired as well as adjustments to current and prior period acquisitions are summarized as follows:

23. Business acquisitions (continued)

For the years ended October 31, 2011 and 2010
(in millions of dollars, except per share data)

Date of acquisition

100% of the shares of Journal Le Nord (Groupe Média-Business Inc.), a weekly newspaper serving the
city of St-Jérôme.

10% additional shares of ThinData, Canada's leading permission-based email marketing services firm. The
Corporation holds 100% of the shares of ThinData as of that date.

25% additional shares of Totem (formerly Redwood Custom Communications), a North America's leading
custom communications provider. The Corporation holds 100% of the shares of Totem as of that date.

During the year ended October 31, 2010, the Corporation has made the following acquisitions:

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

23



2010ii

Assets acquired
Property, plant and equipment 0.1$               
Goodwill (no tax basis) 6.6                 
Amortizable intangible assets 6.1                 
Future income taxes 0.2                 

13.0$             

Liabilities assumed
Other liabilities (0.1)$              
Future income taxes 1.8                 

1.7                 
11.3$             

Consideration
Cash paid 11.6$             
Short-term liabilities 1.3                 
Long-term liabilities (1.6)                

11.3$             

2011 2010

Canadian and foreign stocks                 68    %                 69    %
                29                    29    
                  3                      2    
              100    %               100    %

For the year ended October 31, 2010, the Corporation paid an amount of $2.4 million relating to business acquisitions completed in prior years. Of this amount, $1.6 million was included in short-term
liabilities and $0.8 million was allocated to goodwill.

The Corporation offers various contributory and non-contributory defined benefit pension plans, defined contribution pension plans and registred savings plans to its employees and those of its
participating subsidiaries. Since June 1, 2010, most employees participate only in defined contribution pension plans. For defined benefit pension plans, retirement benefits are generally based on years 
of service and employees’ compensation. Pension funding is based on actuarial estimates and is subject to limitations under applicable income tax and other regulations. Actuarial estimates prepared
during the year were based on assumptions related to projected employee compensation levels to the time of retirement and the anticipated long-term rate of return on pension plan assets. For defined
contribution pension plans and registered retirement savings plans, the only obligation of the Corporation and its subsidiaries is to remit the monthly contribution of the employer.

Accrued benefit obligation, fair value of plan assets and plan asset composition are measured at the date of the annual financial statements. The most recent actuarial valuation of the pension plans for
funding purposes was made as of December 31, 2010. From now, the valuations will be performed annually.

The fair value of assets acquired as well as adjustments to current and prior period acquisitions are summarized as follows:

The composition of the pension plan assets is as follows:

23. Business acquisitions (continued)

24. Pension plans

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the years ended October 31, 2011 and 2010
(in millions of dollars, except per share data)

Government and corporate bonds
Cash and temporary investments
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2011i 2010ii

Balance, beginning of year 394.7$           343.2$           
Change in exchange rate -                 (0.1)                
Current service cost 1.1                 10.9               
Interest on accrued benefit obligation 20.8               21.8               

1.7                 46.8               
(19.6)              (19.2)              

Plans curtailment -                 (10.5)              
Impact of settlement -                 (4.6)                
Employee contributions 0.1                 6.4                 

398.8$           394.7$           

Balance, beginning of year 346.5$           307.0$           
Actual return on plan assets (0.8)                36.7               
Benefits paid (19.6)              (19.2)              
Employer contributions 12.2               20.2               
Employee contributions 0.1                 6.4                 
Impact of settlement -                 (4.6)                

338.4$           346.5$           

Plan deficit (60.4)$            (48.2)$            
Unamortized net actuarial losses 68.2               42.1               
Unamortized past service costs 0.1                 0.1                 
Unamortized transitional obligation (0.2)                (0.4)                

7.7$               (6.4)$              

2011i 2010ii

Other assets 23.6$             8.4$               
(15.9)              (14.8)              

7.7$               (6.4)$              

2011i 2010ii

Fair value of plan assets 320.0$           327.5$           
Accrued benefit obligation 380.6             377.4             
Funded status - plan deficit (60.6)$            (49.9)$            

The  following table presents the changes in the accrued benefit obligation and the fair value of plan assets, as well as the funded status of the defined benefit plans for the years ended October 31:

For the years ended October 31, 2011 and 2010
(in millions of dollars, except per share data)

24. Pension plans (continued)

Accrued benefit obligation

Actuarial losses
Benefits paid

Accrued benefit obligation, end of year

Fair value of plan assets

Fair value of plan assets, end of year

Accrued benefit asset (liability)

The accrued benefit asset (liability) is included in the Corporation’s balance sheets as follows:

Other liabilities

Accrued benefit obligation and fair value of plan assets as at October 31 are as follows with respect to plans that are not fully funded:

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

25



2011 2010

Discount rate, at year-end 5.50 % 5.50 %
Rate of compensation increase 3,00 - 4,00 % 3,00 - 4,00 %

Discount rate, at previous year-end 5.50 % 6.50 %
Expected long-term rate of return on plan assets 7.00 % 7.25 %
Rate of compensation increase 3,00 - 4,00 % 3,50 - 4,50 %

2011i 2010ii

1.1$               10.9$             
20.8               21.8               

0.8                 (36.7)              
1.7                 46.8               

Effect of plans curtailment -                 (10.5)              
Cost of defined benefit pension plans before adjustments to recognize the long-term nature of employee future benefit cost 24.4               32.3               

(24.6)              14.0               
(1.5)                (35.4)              
-                 (0.1)                
(0.2)                3.2                 

Defined benefit cost recognized (1.9)$              14.0$             

The cost and total cash amount paid for the defined contribution pension plans for the years ended October 31 are as follows:
2011i 2010ii

17.7$             8.6$               

2017
2012 2013 2014 2015 2016 Total

Premises lease contracts 27.6$             24.7$             21.3$             20.0$             16.8$             68.8$             179.2$           
Production equipment acquisition contracts 1.1                 0.5                 0.3                 -                 -                 -                 1.9                 
Contract acquisition costs 7.8                 2.8                 4.5                 0.4                 0.3                 -                 15.8               

36.5$             28.0$             26.1$             20.4$             17.1$             68.8$             196.9$           

Benefit cost for years ended October 31

The cost of the defined benefit pension plans recorded for the years ended October 31 is as follows:

24. Pension plans (continued)

The major assumptions used are as follows:

Accrued benefit obligation as at October 31

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the years ended October 31, 2011 and 2010
(in millions of dollars, except per share data)

Current service cost
Interest on accrued benefit obligation
Actual return on plan assets
Actuarial losses on accrued benefit obligation

Adjustments to recognize the long-term nature of employee future benefit cost:
Difference between expected return and actual return on plan assets for the year
Difference between actuarial losses recognized for the year and actual actuarial losses on accrued benefit obligation for the year
Difference between amortization of past service costs for the year and actual plan amendments effective for the year
Amortization of the transitional obligation

Employer contributions

25. Commitments, guarantees and contingent liabilities

Commitments

and thereafter

The Corporation is commited, under various leases of premises and contracts to acquire production equipment, to make payments until 2029. The Corporation is also committed, under contracts with
certain customers, to make payments covering contract acquisition costs until 2017. Minimum payments required over the following years for these commitments are as follows:
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Credit risk

Guarantees
In the normal course of business, the Corporation has provided the following significant guarantees to third parties:

a) Sub-lease agreements
The Corporation has entered into sub-lease agreements for some of its locations under operating leases, with expiry dates between 2012 and 2015. If the sub-lessee defaults under any of these
agreements, the Corporation must compensate the lessor for the default. The maximum exposure in respect of these guarantees is estimated at $2.1 million. As at October 31, 2011, the Corporation
has not recorded any liability associated with these guarantees, since it is not probable that the sub-lessee will default under the agreement.

As a result of the sale of business operations or assets, the Corporation may agree to provide indemnity against claims from previous business activities. The nature of these indemnification
agreements prevents the Corporation from estimating the maximum potential liability that it could be required to pay to guaranteed parties. Historically, the Corporation has not made any significant
indemnification payments, and as at October 31, 2011, the Corporation has not recorded any liability associated with these indemnifications.

In the normal course of business, the Corporation is involved in various claims and legal proceedings. Although the resolution of these various cases pending as at October 31, 2011 cannot be
determined with certainty, the Corporation believes that their outcome would likely not have a material adverse effect on its financial position and operating results, given the provisions on its books or
insurance covering certain claims or legal proceedings.

The Corporation analyzes and reviews the financial health of its current customers on an ongoing basis and applies specific evaluation procedures to all new customers. A specific credit limit is
established for each customer and reviewed periodically by the Corporation.

25. Commitments, guarantees and contingent liabilities (continued)

Credit risk is the risk that the Corporation will incur losses due to non-payment of contractual obligations by third parties. The Corporation is exposed to credit risk with respect to trade receivables. It is
also exposed to credit risk as part of its ongoing activities relative to its cash and cash equivalents and derivative assets.

Due to the diversification of its products, its customers and its geographic coverage, the Corporation is protected against any concentration of credit risk. As at October 31, 2011, no single customer
accounts for more than 5% of consolidated accounts receivable and the Corporation's 20 largest customers account for less than 25% of its consolidated accounts receivable. As at October 31, 2011,
the maximum credit risk exposure for receivables corresponds to their carrying value. In addition, the Corporation has a credit insurance policy covering most of its major customers for a maximum of
$20.0 million. The conditions of the policy include the usual clauses and limits regarding the amounts that can be claimed per event and per year of coverage.

The Corporation determines past due receivables by considering the type of clients, historical payment terms and in which sector the clients conduct business. On a quarterly basis, allowance for
doubtful accounts and past due receivables are reviewed by management. The Corporation records impairment only on receivables for which the recoverability is not reasonably certain.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the years ended October 31, 2011 and 2010
(in millions of dollars, except per share data)

The Corporation is exposed to credit risk arising from derivative financial instruments if a counterparty fails to meet its obligations; however, it does not foresee such an occurrence since it deals only
with recognized financial institutions with superior credit ratings. As at October 31, 2011, the maximum exposure to credit risk is $4.3 million ($7.8 million as at October 31, 2010), which represents the
carrying value of the financial instruments recorded as assets on the balance sheet of the Corporation.

26. Financial instruments

b) Indemnification of third parties

c) Business disposals

Contingent liabilities

Under the terms of its debt agreements, the Corporation has agreed to indemnify the holders of such debt instruments against any increase in their costs or reduction in the amounts otherwise payable
to them resulting from changes in laws and regulations. These indemnification agreements extend for the term of the agreements and do not have any limit. Given the nature of these indemnifications,
the Corporation is unable to reasonably estimate its maximum potential liability payable to third parties. Historically, the Corporation has never made any indemnification payments, and as at October
31, 2011 the Corporation has not recorded a liability associated with these indemnifications.
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Not past due 241.5$           285.9$           
Past due 1-30 days 88.7               82.8               
Past due 31-60 days 25.4               23.3               
Past due more than 60 days 22.7               21.1               

378.3             413.1             

(7.5)                (10.9)              
65.5               38.4               

436.3$           440.6$           

10.9$             10.2$             
1.8                 3.4                 

Amounts written off (5.2)                (2.7)                
Balance, end of year 7.5$               10.9$             

Liquidity risk

The table below presents the contractual maturities of financial liabilities as at October 31, 2011:

Carrying Contractual Less than More than
amount cash flows 1 year 1 - 3 years 3 - 5 years 5 years

Non-derivative financial liabilities
Accounts payable and accrued liabilities (1) (297.4)$          (297.4)$          (297.4)$          -$               -$               -$               
Long-term debt (564.4)            (623.5)            (290.9)            (193.3)            (82.0)              (57.3)              
Long-term accounts payable (2) (2.2)                (2.2)                -                 (2.2)                -                 -                 

(864.0)            (923.1)            (588.3)            (195.5)            (82.0)              (57.3)              

Derivative financial liabilities
Foreign exchange forward contracts

Outflow -                 (91.7)              (56.0)              (35.7)              -                 -                 
Inflow 3.8                 96.7               60.5               36.2               -                 -                 

Interest rate swaps (5.2)                (5.8)                (4.2)                (1.6)                -                 -                 
Cross currency swap (8.7)                (9.4)                (2.8)                (4.7)                (1.9)                -                 

(10.1)              (10.2)              (2.5)                (5.8)                (1.9)                -                 

(874.1)$          (933.3)$          (590.8)$          (201.3)$          (83.9)$            (57.3)$            

(1) Excludes derivative financial instruments
(2) Excludes non-financial liabilities

Trade receivables 2011 2010
October 31, October 31,

As at As at

26. Financial instruments (continued)

Past due accounts receivable:

For the years ended October 31, 2011 and 2010
(in millions of dollars, except per share data)

Allowance for doubtful accounts
Other receivables

Allowance for doubtful accounts:

Balance, beginning of year
Bad debt expense

Based on the historical payment trend of the customers, the Corporation believes that this allowance for doubtful accounts is sufficient to cover the risk of default.

2011

Liquidity risk is the risk that the Corporation will not be able to meet its financial obligations as they come due. The Corporation is exposed to liquidity risk with respect to accounts payable, long-term
debt, derivative financial instruments and contractual obligations.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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The table below presents the contractual maturities of financial liabilities as at October 31, 2010:

Carrying Contractual Less than More than
amount cash flows 1 year 1 - 3 years 3 - 5 years 5 years

Non-derivative financial liabilities
Accounts payable and accrued liabilities (1) (334.6)$          (334.6)$          (334.6)$          -$               -$               -$               
Long-term debt (730.7)            (863.5)            (50.2)              (420.1)            (320.4)            (72.8)              
Long-term accounts payable (2) (0.5)                (0.5)                -                 (0.5)                -                 -                 

(1,065.8)         (1,198.6)         (384.8)            (420.6)            (320.4)            (72.8)              

Derivative financial liabilities
Foreign exchange forward contracts

Outflow -                 (109.7)            (63.8)              (45.9)              -                 -                 
Inflow 8.5                 119.4             70.3               49.1               -                 -                 

Commodity swap agreements (0.1)                (0.1)                (0.1)                -                 -                 -                 
Interest rate swaps (6.5)                (7.3)                (3.9)                (3.5)                0.1                 -                 
Bond forward (6.1)                (6.1)                (6.1)                -                 -                 -                 
Cross currency swap (10.1)              (10.9)              (1.7)                (4.7)                (3.7)                (0.8)                

(14.3)              (14.7)              (5.3)                (5.0)                (3.6)                (0.8)                

(1,080.1)$       (1,213.3)$       (390.1)$          (425.6)$          (324.0)$          (73.6)$            

(1) Excludes derivative financial instruments
(2) Excludes non-financial liabilities

2010

26. Financial instruments (continued)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the years ended October 31, 2011 and 2010
(in millions of dollars, except per share data)

Market risk

a) Interest rate risk

As at October 31, 2011, the Corporation entered into a six-year cross currency swap agreement, maturing in July 2015, to convert the interest rate of the €39.3 million debt ($55.5 million), which bears
an interest of rate of EURIBOR + 1.60%, to bankers' acceptance rate plus 3.36%. This derivative financial instrument also locks the exchange rate at 1.5761.

The Corporation believes that future cash flows generated by operations and access to additional liquidity through capital and banking markets will be adequate to meet its financial obligations. In
addition, the Corporation has concluded long-term contracts with most of its major customers. These contracts contain cost-escalation clauses equivalent to those required by the Corporation's
suppliers.

Market risk is the risk that the Corporation will incur losses resulting from adverse changes in underlying factors of the market, primarily interest rates and exchange rates.

The Corporation is exposed to market risks related to interest rate fluctuations. In order to mitigate this risk, the Corporation aims to maintain an adequate balance of fixed versus floating rate debt. As at
October 31, 2011, the floating rate portion of long-term debt represents 59% (61% as at October 31, 2010) of the total while the fixed rate portion represents 41% (39% as at October 31, 2010).

As at October 31, 2011, in order to mitigate the interest rate risk, the Corporation entered into interest rate swap agreements on long-term debt denominated in Canadian dollars, on a notional amount
of $225.0 million, including $125.0 million maturing in September 2012 and $100.0 million maturing in May 2014. The latter are the only swaps designated as hedging derivative financial instruments as
at October 31, 2011. The swap agreements convert the variable interest rate based on bankers' acceptance rate into a fixed rate of 6.16%, including the applicable margin. Considering the economic
effect of these derivatives, the floating rate portion of long-term debt represents 19% of total debt (30% as at October 31, 2010), while the fixed rate portion represents 81% (70% as at October 31,
2010).
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Other Other
Net comprehensive Net comprehensive

income income (loss) income income (loss)

(0.4)$              1.1$               (0.8)$              2.0$               

A hypothetical decrease of 0.5% in interest rates would have an opposite impact on net income and on other comprehensive income (loss).

b) Foreign exchange risk

Other Other
Net comprehensive Net comprehensive

income income (loss) income income (loss)

1.5$               (5.6)$              1.5$               (7.0)$              
-                 2.2                 -                 2.3                 

Fair value Book value Fair value Book value

Long-term debt 586.7$           564.4$           769.9$           730.7$           
Foreign exchange forward contracts 3.8                 3.8                 8.5                 8.5                 
Commodity swap agreements -                 -                 (0.1)                (0.1)                
Interest rate swap agreements (5.2)                (5.2)                (6.5)                (6.5)                
Bond forward -                 -                 (6.1)                (6.1)                
Cross currency swap agreement (8.7)                (8.7)                (10.1)              (10.1)              

October 31, 2011

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the years ended October 31, 2011 and 2010
(in millions of dollars, except per share data)

October 31, 2010

26. Financial instruments (continued)

Year ended Year ended

For the years ended October 31, 2011 and 2010, all things being equal, a hypothetical increase of 0.5% in interest rates would have had the following impact on net income and on other
comprehensive income (loss):

Year ended Year ended
October 31, 2011 October 31, 2010

The Corporation has operations in the United States, exports its products to the United States and purchases machinery and equipment in U.S. dollars and Euros. In addition, as at October 31, 2011,
the Corporation has long-term debt in U.S. dollars and Euros for a total amount of US$263.5 million and €39.3 million (US$238.5 million and €49.2 as at October 31, 2010). The Corporation is therefore
exposed to foreign exchange risk.

To mitigate the foreign exchange risk related to its exports to the United States, the Corporation enters into foreign exchange forward contracts. As at October 31, 2011, the Corporation entered into
foreign exchange forward contracts to sell US$92.5 million (US$107.0 million as at October 31, 2010), of which US$56.5 million and US$36.0 million will be sold in fiscal years 2012 and 2013,
respectively. The terms of these forward contracts range from 1 to 21 months, with rates varying from 0.9846 to 1.1474. Hedging relationships were effective and in accordance with the risk
management objectives and strategies throughout fiscal 2011.

For the years ended October 31, 2011 and 2010, all things being equal, an hypothetical strengthening of 10.0% of the U.S. dollar and Euro against the Canadian dollar would have had the following
impact on net income and on other comprehensive income (loss):

2011 2010

U.S. dollar
Euro

A hypothetical weakening of 10.0% of the U.S. dollar and Euro against the Canadian dollar would have had an opposite impact on net income and other comprehensive income (loss).

The book value of certain financial instruments maturing in the short-term approximates their fair value. These financial instruments include cash and cash equivalents, accounts receivable, accounts
payable and accrued liabilities. The table below shows the fair value and the book value of other financial instruments as at October 31, 2011 and 2010. The fair value is determined essentially by
discounting cash flows or quoted market prices. The fair values calculated approximate the amounts for which the financial instruments could be settled between consenting parties, based on current
market data for similar instruments. Consequently, as estimates must be used to determine fair value, they must not be interpreted as being realizable in the event of an immediate settlement of the
instruments.

Fair value
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Fair value hierarchy
The table below presents financial instruments carried at fair value, by valuation method. The different levels have been defined as follows:

Level 1 - Quoted prices (unadjusted) in active markets for identical assets or liabilities

Level 3 - Inputs for the asset or liability that are not based on observable market data

Level 1 Level 2 Level 3 Total

Foreign exchange forward contracts -$               3.8$               -$               3.8$               
Interest rate swap agreements -                 (5.2)                -                 (5.2)                
Cross currency swap agreement -                 (8.7)                -                 (8.7)                

-$               (10.1)$            -$               (10.1)$            

Foreign exchange forward contracts -$               8.5$               -$               8.5$               
Commodity swap agreements -                 (0.1)                -                 (0.1)                
Interest rate swap agreements -                 (6.5)                -                 (6.5)                
Bond forward -                 (6.1)                -                 (6.1)                
Cross currency swap agreement -                 (10.1)              -                 (10.1)              

-$               (14.3)$            -$               (14.3)$            

•
•

The Corporation’s primary objectives in managing capital are to:

Level 2 - Inputs other than quoted prices included within Level 1, that are observable for the asset or liability, either directly (i.e., as prices) or indirectly (i.e., derived from prices)

2011

27. Capital management

2010

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the years ended October 31, 2011 and 2010

For the year ended October 31, 2011, the Corporation has not been in default under any of its obligations.

(in millions of dollars, except per share data)

The Corporation manages the capital structure and makes adjustments to it in light of changes in economic conditions and the risk characteristics of the underlying assets. 

The Corporation relies on the net debt ratio (including, if any, utilization of the securitization program) to operating income from continuing operations before amortization, impairment of assets,
restructuring costs and impairment of goodwill and intangible assets as the main indicator of financial leverage. For calculation purposes, net debt refers to long-term debt, current portion of long-term,
bank overdraft and utilization of the securitization program, less cash and cash equivalents.

As at October 31, 2011, the net debt ratio was 1.31x. As at October 31, 2010, the same ratio was 1.87x. The decrease of this ratio in fiscal 2011 is primarily due to a significant reduction in net debt,
which decreased from $698.8 million as at October 31, 2010 to $489,4 million as at October 31, 2011, primarily due to cash flows generated by operations and significant reduction in capital
expenditures.

Maintain an investment grade credit rating;
Preserve its financial flexibility in order to benefit from potential opportunities as they arise.

26. Financial instruments (continued)
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2011i 2010ii

Revenues
Printing sector 1,400.8$        1,379.4$        
Interactive sector 125.4             123.3             
Media sector 612.4             608.3             
Other activities and unallocated amounts 8.1                 7.8                 
Inter-segment sales

Printing sector (92.2)              (82.3)              
Interactive sector (3.3)                (2.8)                
Media sector (7.6)                (5.4)                

Total inter-segment sales (103.1)            (90.5)              
2,043.6$        2,028.3$        

Operating income (loss) before amortization, impairment of assets, restructuring costs
and impairment of goodwill and intangible assets
Printing sector 287.6$           270.3$           
Interactive sector (1.0)                6.7                 
Media sector 90.2               109.5             
Other activities and unallocated amounts (3.8)                (13.3)              

373.0$           373.2$           

Operating income (loss)
Printing sector 181.5$           164.6$           
Interactive sector (52.2)              (5.7)                
Media sector 51.3               82.9               
Other activities and unallocated amounts 1.5                 (19.3)              

182.1$           222.5$           

Acquisitions of property, plant and equipment (1)

Printing sector 16.7$             101.5$           
Interactive sector 4.1                 7.3                 
Media sector 8.9                 6.4                 
Other activities and unallocated amounts 3.4                 3.4                 

33.1$             118.6$           

Amortization of property, plant and equipment and intangible assets
Printing sector 86.7$             90.7$             
Interactive sector 9.3                 10.3               
Media sector 18.9               17.0               
Other activities and unallocated amounts 5.4                 5.3                 

120.3$           123.3$           

Sales between sectors of the Corporation are measured at the exchange amount. Transactions other than sales are measured at carrying amount.

(1) These amounts represent total expenditures for additions to property, plant and equipment, whether they are paid or not.

28. Segmented information

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the years ended October 31, 2011 and 2010
(in millions of dollars, except per share data)
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As at As at
October 31, October 31,

Operating sectors 2011 2010

Assets
Printing sector 1,284.4$        1,397.5$        
Interactive sector 99.4               131.5             
Media sector 859.9             845.6             
Other activities and unallocated amounts 209.9             144.2             
Assets from discontinued operations (Note 8) -                 75.9               

2,453.6$        2,594.7$        

Geographical regions 2011i 2010ii

Revenues
Canada

  Within Canada 1,787.5$        1,756.7$        
  Exports 152.3             160.4             

1,939.8          1,917.1          
United States 103.8             111.2             

2,043.6$        2,028.3$        

Operating income before amortization, impairment of assets, 
restructuring costs and impairment of goodwill and intangible assets
Canada 343.1$           339.8$           
United States 29.9               33.4               

373.0$           373.2$           

Operating income
Canada 180.1$           210.9$           
United States 2.0                 11.6               

182.1$           222.5$           

As at As at
October 31, October 31,

2011 2010

Canada 2,080.1$        2,111.6$        
United States 373.5             407.2             
Assets from discontinued operations (Note 8) -                 75.9               

2,453.6$        2,594.7$        

Canada 588.6$           654.2$           
United States 198.5             217.4             

787.1$           871.6$           

Canada 682.5$           674.1$           
United States -                 4.0                 

682.5$           678.1$           

(in millions of dollars, except per share data)

Assets

28. Segmented information (continued)

Property, plant and equipment

Goodwill

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the years ended October 31, 2011 and 2010
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Reorganization of operating structure

30. Comparative information

Certain prior period information has been reclassified to conform with the current period presentation.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the years ended October 31, 2011 and 2010
(in millions of dollars, except per share data)

On November 1, 2011, the Corporation implemented a new operating structure, combining the majority of Interactive sector activities with those of the Media sector to form a single sector, in order to
better meet the multi-platform marketing communication needs of the customers. For their part, the digital printing activities established in the United States will complete the product offering of the
Printing sector. This new operating structure will be reflected in the consolidated financial statements for the first quarter of the fiscal year ended October 31, 2012.

29. Subsequent events
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