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For a fourth consecutive quarter we have realized a 
significant increase in sales compared to the same 
period last year.  Total sales for this quarter are 
$10,613,000, a 27% increase compared to the third 
quarter of 2006. For the first nine months of 2007, 
sales are $32,927,000, a 40% increase for the same 
period last year. 
 
This increase is  due to our diversification into the 
components market along with the great success of  
new traditional collections as well as  opportunities 
seized  arising from the closing of certain 
competitors. 
 
The increase in sales illustrates Bestar’s capacity to 
realize its development strategy while the results 
show the necessity  to increase productivity thus 
increasing our competitiveness.  This is essential  
especially in view of the significant and constant 
gains of our  Canadian dollar  versus its US 
counterpart. 
 
As announced in a recent press release, a new 
agreement, in effect until the end of 2010 has  

recently been concluded  with our  unionized 
employees. This new agreement enables more 
flexibility which will help to  increase  productivity. 
 
A study, nearing completion, for the modernization 
of certain production equipment is currently 
underway . This investment would permit us to 
reduce production costs and increase our 
competitiveness. We hope to confirm the 
implementation of this project within the next few 
weeks 
 
During the fourth quarter of 2007 our main supplier, 
Tafisa Canada, should have its main production line 
back in service, after over 18 months of inactivity.   
Access to optimal sized boards and their availability 
is great news for Bestar. 
 
The new agreement with our unionized employees, 
as well as the realization of the investment project 
currently under review are two main ingredients to 
increase competitiveness  and assure the viability of 
the Company. 
 

 
 
 
 
 
 
Paulin Tardif 
President and Chief Executive Officer – Bestar Inc. 
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General information 
 
This Management’s Discussion and Analysis on 
operating results covers the third quarter ended 
September 30, 2007. This analysis is based on 
information available as of November 13, 2007 and 
should be read in conjunction with the Company’s 
audited financial statements and MD&A for the fiscal 
year ended December 31, 2006.  
 
Bestar distributes its financial statements, annual 
reports, press releases, and all other regulatory 
documents through the SEDAR database at 
www.sedar.com. Annual and quarterly reports are 
also available on our website at www.bestar.ca.   
 
All financial information contained in this analysis 
and the financial statements has been prepared in 
accordance with Canadian generally accepted 
accounting principles (GAAP). Unless otherwise 
indicated, all amounts in this document are in 
Canadian dollars (CAD).  
 
The interim financial statements of Bestar Inc. for the 
third quarter ended September 30, 2007, as well as 
related comparative data, have not been examined 
by external auditors.  

This Management’s Discussion and Analysis may 
contain information and declarations on the future 
performance of the company that are, by nature, 
speculative. These declarations are based on 
suppositions and uncertainties and the best possible 
evaluation of future events by management and are 
subject to the risk factors identified in the Risks and 
Uncertainties section. Readers are hereby advised 
that actual results may differ from expected results.  

 
This interim report was submitted to the Audit 
Committee and approved by the Bestar Inc. Board of 
Directors. 
 
Operations 
 
Bestar Inc., which was founded in 1948 and went 
public in 1986, designs, manufactures, and 
distributes ready-to-assemble furniture. In recent 
years, the company has specialized mainly in office 
furniture. Its products are distributed primarily in the 
United States and Canada. In 2006, to diversify its 
markets and stop the erosion of its sales, Bestar 
developed a business strategy with a shifted 
emphasis on the fabrication of components. 
 
Manufacturing is concentrated at the 300,000 
square foot plant in Lac-Mégantic.  
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Interim Results Summary   

 
 
 
Operating Results: 
 
Gross revenue for the quarter ending September 30, 
2007  totaled $10,613,000, an increase of 27.3% 
compared with $8,338,000 for the same period last 
year. During the first nine months of 2007, gross 
revenue reached $32,927,000 compared to 
$23,491,000 for the same period in 2006, an 
increase of 40.2%. 
 
This increase is due mostly to the success of our 
diversification into the components market as well as 
the success of new furniture collections in our 
traditional market. 
 
For the third quarter ending September 30, 2007 
earnings before income taxes is $21,000 compared 

to a loss before income taxes of $725,000 for the 
same period last year. In the third quarter of 2007, 
the increase of the fair value of derivative financial 
instruments counterbalanced the impact on our 
results of the raising value of the Canadian dollar 
compared to the US dollar.  Income tax credit for 
design, accounted for during this quarter, also 
contributed to the earnings. 
 
For the first nine months of 2007, earnings before 
investment income and income taxes are $230,000 
while there was a loss before investment income 
and income taxes of $1,595,000 for the same period 
in 2006. A decrease in sales from one of our major 
accounts combined with the difficulties experienced 
in acquiring adequate supplies due to the explosion 
and fire at our main supplier of particle board and 

(Results in thousands of dollars, except earnings per share)

Q1 Q2 Q3 Q4 Total

Revenue 2005 9,948         9,055         10,277       9,392         38,672       

2006 8,535         6,619         8,338         9,817         33,309       

2007 11,221       11,093       10,613       -                32,927       

Net earnings (loss)* 2005 (52)           235            (163)         369            389            

2006 3               (599)         (498)         127            (967)         

2007 104            79             17             -                200            

Earnings (loss) per common share* 2005 (0.00)        0.02           (0.01)        0.03           0.03           

2006 0.00           (0.05)        (0.04)        0.01           (0.07)        

2007 0.01           0.01           0.00           -            -            

Fully diluted earnings (loss) per common share* 2005 (0.00)        0.02           (0.01)        0.03           0.03           

2006 0.00           (0.05)        (0.04)        0.01           (0.07)        

2007 0.01           0.01           0.00           -            -            

Total Assets 2005 28,215       28,335       28,502       27,578       27,578       

2006 25,916       24,076       24,640       24,409       24,409       

2007 25,671       25,783       25,337       -                -                

Total Liabilities 2005 14,281       14,153       14,470       13,160       13,160       

2006 11,481       10,226       11,274       10,902       10,902       

2007 12,123       12,089       11,586       -                -                

Weighted average of outstanding shares (in thousands) 2005 13,038       13,038       13,038       13,038       13,038       

2006 13,038       13,038       13,038       13,038       13,038       

2007 13,038       13,038       13,038       -                -                

* The Emerging Issues Committee (EIC) of Canadian Institute of Chartered Accountants has issued a draft entitled ''Stock-based Compensation for retirement-Eligible Employees''. These 

recommendations specify how to recognize a stock-based award to an employee who can continue vesting in an award without continuing to provide services to the company.  In this situation, the 

compensation cost of such an award should be recognized on the grant date and not over the vesting period.

In the past years, the Company granted certain employees options with modalities allowing them to continue vesting in these options in situations where they no longer have to render services to the 

Company. The Company decided to anticipate these EIC recommendations and retroactively applied them, which resulted in a decrease of the net loss for fiscal year ended December 31, 2006 by an 

amount of $215,128 (increase of net earnings of $215,128 in 2005). Furthermore, retained earnings as at December 31, 2006 and 2005 were decreased by $268,872 and $484,000 respectively 

($699,128 as at January 1, 2005), and in counterpart the December 31, 2006 and 2005 contributed surplus was increased by $268,872 and $484,000 respectively ($699,128 as at January 1, 2005).
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melamine had an adverse affect on results during 
the same quarter of 2006. 
 
A net profit of $17,000 or $0.00 per share, for the 
third quarter of 2007, compared to a net loss of 
$498,000 or $(0.04) per share for the same quarter 
in 2006. Net profit for the nine months ending 
September 30, 2007 is $200,000 or $0.02 per share, 
compared to a net loss of $1,094,000 or $(0.08) per 
share for the same nine months of 2006.An 
investment income of $58,000 before income taxes, 
accounted for in the first quarter, enhanced 2007 
results. 
 
Financial Situation: 
 
Bestar Inc. total assets are $25,337,000 as of 
September 30, 2007 compared to $24,409,000  as 
at December 31, 2006. As for total liabilities, they 
are  $11,586,000 as of September 30, 2007, 
compared to $10,902,000 as at December 31, 2006.  
 
Cash Flow: 
 
On September 30, 2007, Bestar had a positive cash 
position of $245,000 and a bank indebtedness of 
$1,385,000. Cash generated by operations 
amounted to $79,000 for the third quarter of 2007, 
and to $1,043,000 for the first nine months, 
compared to a negative cash flow of $1,931,000 for 
the third quarter of 2006 and a negative cash flow of 
$2,938,000 for the first nine months of 2006. In 
2007, increase of inventories were driven by the 
important increase in sales. Although, this was offset 
by an increase in payables. 
 
Negative cash flow, generated by investment 
activities for the first nine months, in the amount of 
$516,000 are all related to disbursements for the 
acquisition of new machinery and computer 
equipment. 
 
Negative cash flow generated by financial activities 
totalled $306,000 during the first nine months of 
2007. An increase of bank indebtedness by 
$495,000, a new long-term debt in the amount of 
$365,000 and long-term debt reimbursement of 
$1,166,000 explain this decrease. 
 

Contractual Obligations: 
 
Payments to be made by the Company under its 
contractual obligations over the next five (5) years 
are as follows: 
 

 
Trends: 
 
The downsizing of the industry and the strong 
competition from emerging countries continue to put 
pressure on our market. This situation forces us to 
constantly seek new niches and develop new 
operational methods.  
 
Efficiency, flexibility and increased productivity will 
allow us to make the best out of this situation. 
 
Risks and Uncertainties: 
 
Main risks and uncertainties are still exchange rates, 
an important portion of our business done with few 
major clients and one major supplier. 
 
Given the magnitude of our export sales, fluctuating 
exchange rates remain a key consideration, and one 
that could have an impact on profit margins. 
Constant, important and very fast gains made by the 
Canadian dollar versus its US counterpart is putting 
further pressure on the company’s performance. We 
must continue to improve our productivity and cut 
costs to remain competitive. 
 

A considerable portion of our sales of ready-to-
assemble furniture is attributable to two main 
customers. Our diversification in the component 
manufacturing sector, already reaching 20% of our 
sales, will help minimize this risk by allowing us to 
add new customers with considerable sales 
potential. 
 
A significant portion of our supplies are provided by 
a single supplier. The company is currently studying 
possible solutions to reduce this risk. 
 

Payments Due by Period (in thousands of dollars)

Total
Less than 1 

year
1-3 years 3-5 years

Long-term debt 4,186       1,624       2,429       133          

Operations leases 99            28            63            8              

Total 4,285       1,652       2,492       141          
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Outlook: 
 
Collective agreement with plant workers 
 
The company has announced that a new 
agreement, in effect until the end of 2010 has  
recently been concluded  with our  unionized 
employees. Many changes were brought to this new 
agreement, enabling more flexibility which will help 
to  increase productivity. 
 
Modernization project 
 
A study, nearing completion, for the modernization 
of certain production equipment is currently 
underway . This investment would permit us to 
reduce production costs and increase our 
competitiveness. We hope to confirm the 
implementation of this project within the next few 
weeks 
 
Business development 
 
Efforts to strengthen our traditional market sales 
continue as we introduce products to major clients in 
hopes of regaining and increasing previous positions 
with these clients. In addition, we continue to 
develop the component market.  
 
The increase in sales illustrates Bestar’s capacity to 
realize its development strategy while the results 
show the necessity  to increase productivity thus 
increasing our competitiveness.  This is essential  
especially in view of the significant and constant 
gains of our  Canadian dollar  versus its US 
counterpart. 
 
The new agreement with our unionized employees, 
as well as the realization of the investment project 
currently under review are two main ingredients to 
increase competitiveness and assure the viability of 
the Company. 
 
Supplying 

 

During the fourth quarter of 2007 our main supplier, 
Tafisa Canada, should have its main production line 
back in service, after over 18 months of inactivity.   
Access to optimal sized boards and their availability 
is great news for Bestar. 
 

Derivative financial instruments 
 
As of September 30, 2007, forward exchange 
contracts entered into by Bestar stood at 
5,500,0000 USD at an average exchange rate of 
1,0908 spread out over a period ending in 
September 2008. The fair value of forward exchange 
contracts as at September 30, 2007 was 543,000 
CAD and is accounted for in the Balance Sheet. 
 
Main Accounting Estimates: 
 
To prepare financial estimates in accordance with 
Canadian generally accepted accounting principles, 
management must make estimates and develop 
hypotheses that affect the figures in the actual 
financial statements and accompanying notes. The 
financial statement items requiring greater utilization 
of estimates are: 
 

• Allowances for bad debts; 
• Inventory obsolescence; 
• Immobilizations’ amortization; 
• Capital stock, vouchers and stock purchase 

options; 
• Income taxes 

 
Management re-examines its estimates on an 
ongoing basis using the most up-to-date information 
at its disposal. However, actual results may differ 
from estimates. 
 
Accounting Policy Changes: 
 
The accounting policies used in the preparation of 
these interim financial statements are the same as 
those used in the preparation of the audited 
financial statements of the fiscal year ended 
December 31, 2006, presented in Note 3 of the 
accompanying notes on pages 12,13 and 14 of the 
2006 Annual Report, with the exception of the 
accounting policy changes described in Note 2 of 
the notes accompanying these un-audited quarterly 
financial statements.  
 
Financial Instruments 
 
On January 1st, 2007, in accordance with the 
applicable transitional provisions, the Company 
retroactively adopted, without restatement of prior 
exercises, the new recommendations of Section 
3855, Financial Instruments - Recognition and 
Measurement, Section 3865, Hedges, Section 1530, 
Comprehensive Income, Section 3861, Financial 
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Instruments - Disclosure and Presentation and 
Section 3251, Equity, issued by the Canadian 
Institute of Chartered Accountants. Sections 3855 
and 3861 establish standards for classification, 
recognition, measurement, presentation and 
disclosure of financial instruments (including 
derivatives) in the financial statements. Section 3865 
sets out standards specifying when and how an 
entity can use hedge accounting. Section 1530, 
establishes standards for the presentation of 
comprehensive income and its components 
including net earnings and other comprehensive 
income items. Section 3251 establishes standards 
for the presentation of equity during the reporting 
period. 
 
The adoption of these standards requires classifying 
all financial assets, liabilities and derivatives of the 
Company for which clearly defined rules determine 
the standards to be applied. All derivative financial 
instruments used must be recorded in the balance 
sheet at their fair value. 
 
The Company has implemented the following 
classifications : 
 
� Cash and cash equivalents are classified as '' 

Assets held for trading ''. They are measured at 
fair value and the gains or losses resulting from 
the re-measurement at the end of each period 
are recognized in income. The carrying  value of 
cash and cash equivalents is a reasonable 
estimate of their fair value due to their short term 
maturity. 

 
� Accounts receivable are classified as '' Loans 

and receivables ''. They are recorded at cost, 
which upon their initial measurement is equal to 
their fair value. Subsequent measurements are 
recorded at amortized cost using the effective 
interest method, which generally corresponds to 
cost minus the allowance for doubtful accounts. 

 
� The interest in a private company is classified as 

'' Assets available for sale '' and is measured at 
cost. 

 
� The bank indebtedness, accounts payable and 

accrued liabilities and long-term debt are 
classified as '' Other financial liabilities ''. They 
are initially  presented at their fair value. 
Subsequent measurements are at cost, net of 
amortization using the effective interest rate 
method. For the Company, that value 

corresponds to cost either as a result of their 
short term maturity or the floating rate nature of 
some loans or because management estimates 
that the loan payable with a fixed rate has no 
significant difference between its' fair value and 
the carrying value, based on rates currently 
available to the Company on loan with similar 
terms and remaining maturity. 

 
Section 3865, Hedges, sets out standards specifying 
when and how an entity can use hedge accounting. 
The adoption of this new standard is optional. The 
Company enters, in the normal course of its 
operations, into forward exchange contracts. For 
these derivatives, the Company elected to cease 
using hedge accounting. As a result, based on 
Section 3855, Financial Instruments - Recognition 
and Measurement, these derivatives are measured 
at fair value at the end of each period and the gains 
or losses resulting from re-measurement are 
recognized in earnings as Change in fair value of 
derivative financial instruments. Non realized gains 
or losses at transition date were recognized in other 
comprehensive income and will be recognized in 
earnings when the initially underlying hedged 
transactions are realized. 
 
The adoption of these new standards translated into 
the following changes as at January 1st, 2007 by a 
$124,651 decrease in accumulated other 
comprehensive income, a $197,564 increase in 
derivative financial  instruments reported under 
liabilities, a $58,713 increase in future income tax 
assets, by a $14,200 decrease of accounts payable 
and accrued liabilities (amounts related to derivative 
financial instruments), by a $60,000 decrease in 
deferred financing expenses and by a $60,000 
decrease of the long-term debt. 
 
For the three-month period ended September 30, 
2007, the Company reclassified a loss of $38,128 
net of $12,209 in related income taxes, under net 
income representing the portion of the non realized 
losses on forward exchange contracts at transition 
date recorded under Other comprehensive income 
realized during the period. For the nine-month period 
ended September 30, 2007, the Company 
reclassified a loss of $183,364, net of $58,713 in 
related income taxes, under Other comprehensive 
income realized during the period. 
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Evaluation and effectiveness of financial 
reporting controls and procedures 
 
The company has established and maintains 
financial reporting controls and procedures. The 
executives who sign the certifications gauged the 
effectiveness of these controls and procedures as at 
September 30, 2007, and concluded that they were 
effective and sufficient to ensure the full disclosure 
of financial information. 
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Earnings 
Nine-month period ended September 30, 2007

(In thousands of dollars, except earnings per share)

2007 2006 2007 2006

$ $ $ $ 

REVENUE 10,613 8,338 32,927 23,491

Expenses

Cost of goods sold and operating expenses 10,402 8,721 32,000 24,290

Amortization 256 248 708 723

Interest expense

Short-term 18 6 72 6

Long-term 79 102 298 331

Foreign exchange gain 83 (14) 359 181

Change in fair value of derivative 
financial instruments (246) (740)

Restructuring costs (Note 3) (445)

10,592 9,063 32,697 25,086

Earnings (Loss) before investment income 

and income taxes 21 (725) 230 (1,595)

Investment Income 58

Earnings (loss) before income taxes 21 (725) 288 (1,595)

Income taxes

Current 1 1

Future 3 (227) 87 (501)
4 (227) 88 (501)

NET EARNINGS (LOSS) 17 (498) 200 (1,094)

Basic and diluted earnings per common share 0.00 (0.04) 0.02 (0.08)

Weighted average

of outstanding shares (in thousands) 13,038,000 13,038,000 13,038,000 13,038,000

COMPREHENSIVE INCOME

Net earnings  17  200

Other comprehensive income item

Loss on derivative financial instruments 

designated as cash flow hedges prior 

to January 1st, 2007, transferred to earnings 

(net of income taxes of $12,208 for the 

three-month period ended September 30, 2007
and net of income taxes of $58,713 for the 

nine-month ended September 30, 2007)  26  125

Comprehensive income  43  325

The accompanying notes are an integral part of the interim financial statements.

(Unaudited) (Unaudited)

Three months ended Nine months ended
 September 30  September 30
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Retained Earnings 
Nine-month period ended September 30, 2007

(In thousands of dollars)

2007 2006 2007 2006

$ $ $ $ 

RETAINED EARNINGS

Balance, beginning of period 8,785 8,973 8,602 10,053

Changes in accounting policy (note 2) (484)

Net earning (loss) 17 (498) 200 (1,094)

Balance, end of the period 8,802 8,475 8,802 8,475

CONTRIBUTED SURPLUS

Balance, beginning of period 1,446 1,388 1,416 876

Changes in accounting policy (note 2) 484

Stock-based compensation 14 14 44 42

Balance, end of period 1,460 1,402 1,460 1,402

The accompanying notes are an integral part of the interim financial statements.

Three months ended Nine months ended
 September 30  September 30

(Unaudited) (Unaudited)
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Cash Flows
Nine-month period ended September 30, 2007

(In thousands of dollars)

2007 2006 2007 2006

$ $ $ $ 

OPERATING ACTIVITIES
Net earnings (loss) 17 (498) 200 (1,094)

Non-cash items

Gain on disposal of property, plant and equipment (15) (15)

Amortization of property, plant and equipment 244 259 733 755

Amortization of deferred financing expenses 10 31

Amortization of deferred credits (19) (21) (56) (63)

Stock-based compensation 14 14 44 42

Interest on long-term debt 15 8 51 24

Future income taxes 3 (227) 87 (501)

Gain on derivative financial instruments (208) (543)

51 (455) 501 (806)

Changes in working capital items 28 (1,476) 542 (2,132)

Cash flows from 

operating activities 79 (1,931) 1,043 (2,938)

INVESTING ACTIVITIES
Property, plant and equipment (145) (61) (595) (602)

Proceeds from disposal of property, plant 42 42

Deferred credit reimbursement 37

Cash flows from

investing activities (103) (61) (516) (602)

FINANCING ACTIVITIES

Bank indebtedness 135 495

Long-term loans 365 860 365 860

Instalments on long-term debt (329) (486) (1,166) (1,485)

Cash flows from 

financing activities 171 374 (306) (625)

Net increase (decrease) in cash 147 (1,618) 221 (4,165)

and cash equivalents

Cash and cash equivalents, beginning of period 98 2,211 24 4,758

Cash and cash equivalents, end of period 245 593 245 593

The accompanying notes are an integral part of the interim financial statements.

 September 30  September 30

(Unaudited) (Unaudited)

Three months ended Nine months ended
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Balance Sheets
(In thousands of dollars)

As at As at
September 30 December 31

2007 2006
( Unaudited) (Audited)

$ $ 

ASSETS
Current assets

Cash and cash equivalents 245 24
Accounts receivable 5,802 5,852
Derivative financial instruments 543
Income taxes receivable 71 96

Inventories 6,234 5,791

Prepaid expenses 407 299
Future income taxes 131 218

13,433 12,280

Investments, at cost 1 1

Property, plant and equipment 11,903 12,068
Deferred financing expenses 60

25,337 24,409

LIABILITIES
Current liabilities

Bank indebtedness 1,385 890
Accounts payable and accrued liabilities 4,524 3,506

Instalments on long-term debt 1,624 1,946

7,533 6,342

Long-term debt 2,562 3,050

Deferred credits 989 1,008

Future income taxes 502 502

11,586 10,902

SHAREHOLDERS' EQUITY

Capital stock and warrants 3,489 3,489

Contributed surplus 1,460 1,416

Retained earnings 8,802 8,602

Accumulated other comprehensive income (Note 2 and Note 5)

8,802 8,602

13,751 13,507

25,337 24,409

The accompanying notes are an integral part of the interim financial statements.
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Nine-month period ended September 30, 2007

(Amounts in tables are in thousands of dollars)

1- Basis of presentation

The unaudited interim financial statements have been prepared in accordance with Canadian generally 

accepted accounting principles ¨GAAP¨ for interim financial statements. Accordingly, they do not include all 
of the information and notes required by GAAP for annual financial statements and should be read in

conjonction with the audited financial statements for the year ended December 31, 2006 and the accompa-
nying notes, included in the Company's annual report. In addition, these unaudited interim financial statements

follow the same accounting policies and methods of computation as the most recent annual financial 

statements, except for the recently adopted accounting policies described in Note 2.

2- Changes in Accounting Policies

Financial Instruments

The Company has implemented the following classifications :

-

-

- The interest in a private company is classified as '' Assets available for sale '' and is measured at cost.

-

On January 1st, 2007, in accordance with the applicable transitional provisions, the Company retroactively adopted, 

without restatement of prior exercises, the new recommendations of Section 3855, Financial Instruments - 

Recognition and Measurement , Section 3865, Hedges , Section 1530, Comprehensive Income , Section 3861, 

Financial Instruments - Disclosure and Presentation  and Section 3251, Equity , issued by the Canadian Institute of 

Chartered Accountants. Sections 3855 and 3861 establish standards for classification, recognition, measurement, 

presentation and disclosure of financial instruments (including derivatives) in the financial statements. Section 3865 
sets out standards specifying when and how an entity can use hedge accounting. Section 1530, establishes 

standards for the presentation of comprehensive income and its components including net earnings and other 

comprehensive income items. Section 3251 establishes standards for the presentation of equity during the reporting 
period.

The adoption of these standards requires classifying all financial assets, liabilities and derivatives of the Company 

for which clearly defined rules determine the standards to be applied. All derivative financial instruments used must 
be recorded in the balance sheet at their fair value.

Cash and cash equivalents are classified as '' Assets held for trading ''. They are measured at fair value and the 

gains or losses resulting from the re-measurement at the end of each period are recognized in income. The 
carrying  value of cash and cash equivalents is a reasonable estimate of their fair value due to their short term 

maturity.

Accounts receivable are classified as '' Loans and receivables ''. They are recorded at cost, which upon their 

initial measurement is equal to their fair value. Subsequent measurements are recorded at amortized cost using 
the effective interest method, which generally corresponds to cost minus the allowance for doubtful accounts. 

The bank indebtedness, accounts payable and accrued liabilities and long-term debt are classified as '' Other 

financial liabilities ''. They are initially  presented at their fair value. Subsequent measurements are at cost, net of 
amortization using the effective interest rate method. For the Company, that value corresponds to cost either as 

a result of their short term maturity or the floating rate nature of some loans or because management estimates 
that the loan payable with a fixed rate has no significant difference between its' fair value and the carrying value, 

based on rates currently avaible to the Company on loan with similar terms and remaining maturity.
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2- Changes in Accounting Policies (suite)

Stock-based compensation

In 2006, the Company adopted on a retrospective basis, with restatement of prior years, the recommendations of 

the Canadian Institute of Chartered Accountants Emerging Issues Committee, namely EIC-162 Stock-based 

Compensation for Employees Eligible to Retire Before the Vesting Date . These recommendations specify, amongst 

other, how to recognize a stock-based award to an employee who can continue vesting in an award without 

continuing to provide services to the entity. In this situation, the compensation cost of such an award should be 

recognized on the grant date and not over the vesting period. In the past years, the Company granted certain 
employees options with modalities allowing them to continue vesting in these options in situations where they no 

longer have to render services to the Company.

Application of these recommendations resulted in a decrease of retained earnings as at December 31, 2006 by 

$484,000  and in counterpart, contributed surplus as at December 31, 2006  increased by  $484,000. 

Section 3865, Hedges , sets out standards specifiying when and how an entity can use hedge accounting. The 

adoption of this new standard is optional. The Company enters, in the normal course of its operations, into forward 

exchange contracts. For these derivatives, the Company elected to cease using hedge accounting. As a result, 

based on Section 3855, Financial Instruments - Recognition and Measurement , these derivatives are measured at 

fair value at the end of each period and the gains or losses resulting from re-measurement are recognized in 
earnings as Change in fair value of derivative financial instruments. Non realized gains or losses at transition date 

were recognized in other comprehensive income and will be recognized in earnings when the initially underlying 

hedged transactions are realized.

The adoption of these new standards translated into the following changes as at January 1st, 2007 by a $124,651 
decrease in accumulated other comprehensive income, a $197,564 increase in derivative financial  instruments 

reported under liabilities, a $58,713 increase in future income tax assets, by a $14,200 decrease of accounts 

payable and accrued liabilities (amounts related to derivative financial instruments), by a $60,000 decrease in 
deferred financing expenses and by a $60,000 decrease of the long-term debt.

For the three-month period ended September 30, 2007, the Company reclassified a loss of $38,128 net of $12,209 

in related income taxes, under net income representing the portion of the non realized losses on forward exchange 

contracts at transition date recorded under Other comprehensive income realized during the period. For the nine-
month period ended September 30, 2007, the Company reclassified a loss of $183,364, net of $58,713 in related 

income taxes, under Other comprehensive income realized during the period. 
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3- Restructuring Costs 

In April 2004, the Company directors announced the centralization of their marketing and sales activities. 

For this purpose, the Company has proceeded to the closing of its facilities situated in Saint-Hubert. This 
decision has involved a rationalization and relocation of its employees. 

During the three-month period ended March 31, 2006, the settlement of a grievance with the union members

allowed the reversal of restructuring costs related to severance benefits in the amount of a $440,000.

4- Stock Option Plan

The Company stock option plan is as follows :

  Nine-month period ended Year ended

September 30, 2007 December 31, 2006

Weighted average Weighted average

Number exercise price Number exercise price

$ $

Options outstanding, beginning of period 2,536,837  0.62 2,537,337 0.62
Options cancelled (5,000)  0.80 (500) 0.75

Options outstanding, end of period 2,531,837  0.62  2,536,837  0.62

Options that can be exercised at period-end 2,531,837 2,028,877

The Company records the compensation expense for stock options granted to employees in accordance with

the fair value method, over the vesting period of the options.

5 - Accumulated Other Comprehensive Income
September 30 December 31

2007 2006

(Unaudited) (Audited)

$ $

Balance, beginning of period -

Cumulative impact of accounting changes relating
to financial instruments (Note 2) (125)

Adjusted beginning balance (125)

Other comprehensive income 125

Balance, end of period

Accumulated other comprehensive income only includes losses on derivative financial instruments designated as
cash flow hedges prior to January 1st, 2007.

(Unaudited) (Audited)


