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NOTICE OF NO AUDITO R REVIEW OF CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS

The accompanying unauditedndensedonsolidated financial statements of PFB Corporation havegrepared by and are the
responsibility of the Company®ds management .

The Company6s torhad eopperfonednatreviemuotithiese financial statements in accowdéimtiee standards

established by the Canadian Institute of Chartered Accountants for a review offnterrma nci al st at ement s

by
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Management 6s discussion and analysis (MD&A)

The following discussion and analysis of the consolidated results offopecan s and fi nanci al conditi o
the ACorporationd) should be read in conjunction wi tfdrthe he
threeand six monttperiods endedune 302011 and 2010 andthhoes t her et o and in conjunction

for the year ended December 31, 2010.

PFB6s condensed consol i dat andsixmonthpariedieraléduset3@014 meerbéemreplaredrin t h e
accordance with Inteational Financial reporiig St andar ds ( fahdih BRcBaidarmme withili@eknatPrial) Accounting
St andar d Iotérim Rigaacjal Repbriings i ssued by the I nternational Account

IFRS requires management to maketain estimates and assumptions that affect the reported amounts of assets, liabilities, revenues
expenses, and related disclosure of contingent assets and liabilities. Management believes that the estimates andagsumptions
reasonably based on infoation available at the time that such estimates and assumptions were made. These estimates and
assumptions have been discussed with the Audit Committee of the Board of Directors of the Corporation. Actual resutts may dif
under different assumptions aocdnditions.

This MD&A has been prepared ashifly 28 2011. All figures in this MD&A are stated in thousands of Canadian dollars except
where stated otherwise.

Advisory regarding forward looking statements

Securities laws encourage public issuers tolakscforwardt oo ki ng i nf or mation in their manac
(MD&A) so that investors can get a better understanding of future prospects and make informed investment decisions.

Any forwardlooking information and statements includedinth MD&A about PFBO&s objectives at
beliefs, intentions or strategies for the future are not guarantees of future performance and should not be undulyrelied upo

Allforward-l ooki ng statements r ef lasaluly 2620413 wite nespectitodfigurecevents, and they aré e ws
subject to certain risks, uncertainties and assumptions that may cause the actual results, performance or achievenae¢eitsly be
different from any future results, performance or azbiments expressed or implied by such forwaodking statements.

Such risks, uncertainties and assumptions include, but are not limited to: general economic conditions; the cost dityl afvailabi
capital; actions by government authorities; actionsdgylatory authorities; availability of raw materials; changes in raw materials
prices; currency exchange rates; interest rates; competitor activity; industry pricing pressures; seasonality of thierambtstcy;
and weather related factors.

A more cktailed assessment of the risks that could cause actual results to materially differ from current expectations cam be found i
the Risk Management and Assessment section of PFB6s MD&A i

Non-GAAP financial measures

This MD&A presents certainneB AAP f i nanci al measures to assist reade+s in
GAAP measures that do not have a standardized meaning prescribed by GAAP and therefore they may not be comparahjle to simil
measures uskby other reporting issuers, and they should not be construed as an alternative to other financial measures determinec
accordance with GAAP.

(a) Gross profiti represents sales less cost of sales.
(b) Gross profit margin 7 represents gross profit expresse@ gercentage of sales.

(c) Operating income (loss)i represents themcome(loss) from operations before investment income, finance costshand
revaluation of contingent shares.

(d) Cashprovided by (used in) operating activitiesi represents cash flowsovided by (used inpperating activities before
changes in nogash working capitachanges in longerm trade receivableand unrealized foreign exchange gains/losses
relating to norcash working capital.
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(e) Cashprovided by (used in) operating activities per common sharei represents cash flowsovided by (used in)
operating activities before changes in fo@sh working capitathanges in longerm trade receivableand unrealized
foreign exchange gains/losses relating to-cash working capital divided ihe weighted average number of common
shares issued and outstanding for the period.

Consolidated financial highlights (unaudited)

Three Months Ended Six Months Ended
June 30 June 30
2011 2010 2011 2010
Sales $ 21,298 $ 18567 $ 36,871 $ 30,309
Cost of sales (16,839 (14,697) (30,163) (24,423)
Gross profit 4,459 3,876 6,708 5,886
Selling and administrative expenses (3,508 (3,439 (7,079 (6,628
Other gains and (losses) (129 117 (278) (36)
Operating Income (los9 827 559 (644) (778
Revaliation of contingent sharégyain (loss) 83 - (15) -
Investment income 1 6 14 24
Finance costs (133 (126) (257) (259
Income (los9 before taxes 778 439 (902 (1,013
Income taxes recovefgxpense) (197 (85) 262 314
Income (los9 for the period $ 581 $ 354 $ (640) $ (699
Earnings (los9 per share- $ per share
Basic 0.09 0.05 (0.10) (0.11)
Diluted 0.08 0.05 (0.10) (0.11)
Weightedaverage number of common shares outstandi 6,607,62¢ 6,589,61¢ 6,609,83¢ 6,579,23:
Cash used in operating activities $ 1,464 $ 819 $ 994 $ 572
Cash used in operating activities per common st$yper share 0.22 0.12 0.15 0.09
Summary of quarterly financial data
2011 2010* 2009*
Qtr. 2 Qtr. 1 Qtr. 4 Qitr. 3 Qftr. 2 Qtr. 1 Qtr. 4 Qitr. 3
Sales $21,298 $15,573 $17,859 $21,794 $18,567 $11,742 $ 15,856 $ 18,834
Gross profit 4,459 2,249 4,438 6,036 3,876 2,010 4,866 6,169
Operating income (loss) 827 (1,471) 887 2,412 559 (1,337) 1,401 2,550
Income (lossjor the period 581 (1,221) 509 1,568 353 (1,053) 1,180 1,594
Earnings (loss) per share
Basic- $ per share 0.09 (0.18) 0.08 0.24 0.05 (0.16) 0.18 0.24
Diluted - $ per share 0.08 (0.18) 0.08 0.24 0.05 (0.16) 0.18 0.24

1 Amounts presented f@011 and 2010 have been prepared in accordance with IFRS. Amounts presented for 2009 have been prepared in accordadinwith Ca
GAAP before the transition to IFRS.
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Consolidated results of operations

Uponthe adoption of IFRS effective the first quarof 2011, all comparative figures for 2010 that were previously reported in the
consolidated financial statements prepared in accordaPRog w
have been restated to comply withthe neavistd ar ds adopt ed. See Note 21 of the Corp
statements for the thremd sixmonth periods endetline 302011 and 2010 for further information on the transition to IFRS and its

i mpact on the Cor andfinantialmositéors per f or mance

On transition to IFRS, the Corporation now has two reportable operating segments:

Operating segments Description of segments

Canada Manufacturing and sales operations located in Canada for
expanded polystyrene (EPS) and structpeaiels
Brands PlastiSpan EPS Product Solutions; Advantage ICFS;
Insulspan SIPS

United States of America (USA) Manufacturing and sales operations located in the USA for
building systems and structures

Brands Insulspan SIPS; Riverbend Timber Fragiand
Precision Craft

Recent acquisition

The Corporation completed the acquisition of the Precision Craft Group located in Idaho, USA, effective February 1,&011. Tot
purchase consideration was $3,445 consisting of cash of $2,447 and contingerrabosidf $968. The contingent

consideration consisted of 166,667 common shares of the Corporation issued and held in an escrow account subjecto an ear
agreement with the vendor over a maximum period of five years. See Note 20 to the condendiddteannancial statements

for the threeand six month periodsndediune 302011, for additional information concerning the acquisition. The results of the
acquired companies have been included in the condensed consolidation financial statenme@erpbttation since the effective

date.

Sales

Consolidated ales in thehree month period ended June 30, 20ddreased by 149% to $21,298 compared to sales of $18,567
in thecomparative quartesf 2010.Sales in theix month period ended June 30, 20ihcreased by 21% to $36,871 compared
to sales of $30,30@ thecomparative six month periazf 2010.

Gross profit

Gross profit increased by 15.0% to $4,45%hecurrent quarter compared to $3,8A8hesecondjuarter of 2010The gross
profit margin was 20% in thecurrentquarterwhich was identical to that reportedthe secondquarter of 2010Gross profit
increased by 14.0% to $6,708the six month period ended June 30, 20ddmpared to gross profit of $5,886thecomparative
six morth periodof 2010.The gross profit margin was 18&in thefirst six month period of 201éomparedo 19.4% in the
comparative six month periaxf 2010.

Theslightdecrease in gross profit margin in the curnggdrwas chiefly driven by elevated raw maat input costs used in
manufacturing.

Under IFRSeporting freight expenses ar®ow included in cost of sales whereas under Canadian GAAP sales were reported net
of freight expenses. Thizhangehas the effect of diluting the gross profit margin caltafaunder IFRS as compared to the
equivalent calculation under Canadian GAAP.

Income (los9 before taxes

Incomebefore taxedn thecurrentquarter was $7&as compared tmcome before taxes of $489thecomparativeguarter of
2010.Selling and admimsirative (S&A) expenses increasby $74in the currentjuartercompaed toS&A expenses ithe
comparative quarter &1Q S&A expenses in the current quarter included $26 of direct acquisition $88tef restructuring
costs and $328 of expenses ditrted to the PrecisioBraft grou s o0 p ewhiehtwere nmos featuran the comparative
quarter.
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In the six month period ended June 30, 2@lbss before tees of $902Zesultedas compared ta loss before taxes of $1dih
thefirst six monthsof 2010. S&A expenses increased $¢46in thesix monthperiodended June 30, 2014s compared to the
first six months of 201@nd included the following incremental costs which werefestiuredin 2010: $90 of direct acquisition
costs; $89 of restruatimg costs; and $570 &&A expenses ithePrecisionCrafgr oup dés .oper ati ons

The income (loss) before taxes for the current quarter and the six month period ended June B@)&dan $83gain and a
$15 loss, respectivelyhich wereattributed tathe revaluation of contingent shaissuedas part consideration for tfrecision
Craft groupacquisitioncompleted in the first quarte€ontingent shares are markedmarket at the end of each period.

Income taxes
A consolidateceffective income taxateof 29% isexpected for théull year 2011 The effectivetax ratemay higher or lower
depending on the geographical mix of business between Canada and the USA.

Net income (bs9

Net income increasl by $227o $581in thecurrentquarter as compared het income of $354 the comparative quartef

2010.The loss in the six month period ended June 30, 2fHcreased by $58 $640 as compared to a loss of $68%he
comparative six month period of 2010.

In the current quartebasicearnings per sirewere$0.09 as compared with earnings per share of $0.05 in the second quarter of
2010. In the six month period ended June 30, 2011, the loss penve&m$(0.10) as compared to a lpssshare of $(0.11) in the
comparative six month period of 2010.

Reportable operating segments
(a) Canada- financial highlights

Three month period ended Six month period ended
June 30 June 30

2011 2010 2011 2010
Sales $ 18,470 $ 16,890 $ 32311 $ 27,009
Cost of sales (14,6509 (13,613 (26,340 (22,03)
Gross profit 3,820 3,277 5971 4,978
Selling and administrative expenses (2,462 (2,780 (5,151 (5,259
Otherlosses (82 (45) (91) (67)
Operating income (loss) 1,276 452 729 (348)
Revaluation of contingent shares 83 - (15) -
Investment income 2 6 14 24
Finance costs (73 (94) (143) (195)
Income (los9 before taxes $ 1,28 $ 364 $ 585 $ (519)

Sales

Sales in thesecondquarter of 2011 increased by %40 $18,47@s compared to ks of $16,890eportedn thesecond
guarter of 2010Sales in the simonth period ended June 30, 2Qihtreased by 9.6% to $32,311as compared to sales of
$27,009in the first six months of 2010.

Sales of EPS foam products in the current perilacteased ovesales in the comparative pergoaf 201Q Building system
product sales, focused mainly at the residential construction sheiar tracked lower in the current year compared to in
2010. Prolonged periods of wet weath®ainly in western regions, adversely affected sales for those praalaciditionto

the effets of increased competitor activity vying to maintain sales volumes in a smaller residential construction market
which has yet tgignificantlyrecover from recessiany levels
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Gross profit

Gross profit in theurrentquarterincreased by $543 or 1846to $3,820ss canpared to gross profit of $3,27&ported for
thesecondyuarter of 2010The goss profit margin in the curregtiarterwas 20.7% as compared to 1%.4n the
comparative quarter of 2010.

Grossprofit in the six month period ended June 3011, increased by993 or 19.% to $5,971 as compared tgross profit
of $4,978in the first six months of 2010 he gossprofit margin in the currergix monthperiod wasl8.5% as compared to
18.4% in the comparativeix month perioabf 2010.

Raw mateial input costsn the current quarter remainetevated compared with the equivalent costs in the prior year quarter
even after allowing for the favourable effects of a stronger currency this year. A favourable prodystenatingstronger
average maigs combined with improved labour productivity in manufacturing operations helped mitigate the raw material
cost impact.

Selling and administrative expenses

Selling and administrativis&A) expensefn the current quarter decreased by 11.4% or $318,#682s ompared to
$2,780reportedin thesecondquarter of 2010S&A expensen thesix month period ended June 30, 20d4creased by
2.1% or $108 to $451 as ompared to $259reported in theomparative six months @10.S&A expenses were slightl
lower in the current year across a broad range of expense categories.

Operating income (0s9
Operating incomeni the current quarter was $1,236 compared to $2in the second quarter of 2010perating income in
the six month period ended June 3012, was $729 as compared to an operating loss of $348 in theuadivip six month

period of 2010The improvemerstin each period werdriven by increased saldgliveringincremental gross profit
combined witHower S&A expenses.

(b) USA - financial highlights

Three month period ended Six month period ended
June 30 June 30

2011 2010 2011 2010
Sales $ 2828 $ 1,677 $ 4,560 $ 3,300
Cost of sales (2,189 (1,078 (3,823 (2,399
Gross profit 639 599 737 908
Selling and administrative expenses (1,046) (659 (1,923) (1,369
Othergains (osse$ (42 162 (187) 31
Operating income (0s9 (449 107 (1,373) (430
Investment incoméexpense) Q) - - -
Finance costs (60) (32 (114) (64)
Income (los9 before taxes $ (510 $ 75 $ (1,487 $ (499

Sales

Sales in theurrentquarter of 2011 increszd by68.6% or $1,151to an amount of $2,828 as compatedales of $1,67ih
thesecondquarter of 2010Sales in the six month perioddad June 30, 201increased by 38% or $1,2® to $4,5® as
compare to sales of $3,30@ the first six months of 201&ince February 1, 201USA saleshave includedalesgenerated
by the newly-acquiredcompanies whickverethe major contributoro thesalesmprovemenin both periods

Sales in the United States anestly sold into the residential home construction chami@l construction starts in this
sector remain slumped titeir lowest levels in decade&ccordingly, he market and economic challendagsedin the USA
continue toadverselyimpactcustomer led generation anthe closing of contracts.
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Gross profit

Gross profit in the current quarteicreased b. 7% or $40to $639as compared to gross profit B reported irthe
second quarter of 201Gross profit margin in the current period wast26 as compared to 3B% in the comparative
quarter of 2010.

Grossprofit in the six month period ended June 30, 2@Etreased byL8.8% or $171to $737as compared tgross profitof
$908in the first six months of 201@ross profit margin in the curregk month period was 18% as compared to ZP6 in
the comparativeix month periodf 2010.

Thedecreasén gross profit margin in the current quarter was attributable to several factors, including: lower sales of higher
margin manufactured produciacreased sales of service related activities which attract lower masgamsnpetitive pricing
environment for manufactured producsd undefapplied overhead costs expensed as result of lower than normal
production volumes.

Selling and administrative expases

Selling and administrativis&A) expenses in the current quarietreased by 59% or $3920 $1,046as ompared to $654
reported in thesecondquarter of 2010S&A expensei thesix month period ended June 30, 20ibtreased by0.5% or
$5541t0 $1,923as @mpared to $369reported in theomparative six months @010.

The increasein S&A expenses in the curreperiodsaremainly attributable to the inclusid®&A expensesf the newly-
acquiredcompaniedut also in@uded restructuring costs 889in the current quarteihe prioritiesin the USA operations

are focused on streamlining the cost structure to align operating expenses with prevailing sales and to realize symergies frc
the acquisition.

Other gains (osse$

Other gains and lossesrist primarily ofunrealizedoreign exchangehanges oman intersegmentoanrepayablédo the
Canadiarsegmentvhich is denominated in Canadian dollddsrealizedforeign exchangegains and losseariseas exchange
rates fluctuate

In thethree and i month periods of 2011, unreal&éreign exchange losses of $dd $187, respectively, arose as the US
dollar weakened whereas in the comparative periods of @Halized foreign exchange gains of $162 and $31,
respectivelyarose as the US dollar ean a strengthening trend.

Operating income (0s9
In the current period, the USA operations reported an operatingfl§dd®as compared to operating income of $10vthe
comparative quarter of 201 the six month period ended June 30, 2011, t84 Operations reported an operating loss of

$1,373as compared to an operating loss of $4Bthe comparative six month period of 20T0e losses in the current year
periods resulted from a lower margin sales mix iacdeasedelling and administrativexpenses.

Liquidity and capital resources

Sources of liquidity

The Corporation expects that cdsilancesfuture operating cash flows, and amounts available to be drawn against approved
credit facilities will enable the Corporationfiend its ongoing lisiness requirements includioganges in nowashworking
capital,changes in longerm receivableggpayment ofinancial obligations, and regular dividend payments, over the next twelve

mont hs. The Corporati onds ardsrwihdvhith the @arporationt wiasirsconspliance akiatn c e r
30, 2011.
Cash
Cash and cash equivalsiaind bank indebtednebalances as dune 302011 and December 31, 2010 are as follows:
June 3Q 2011 December 312010
Cash(bank indebtedness) $ (517) $ 6,699
Cashequivalents - 3,002
$ (517) $ 9,701
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In the firstsix months 02011, $2,063 of casftashpaidless cash acquiretas used to fund the acquisition of fecision
Craft group and $6,552 and $30@8spectivelywas used to funditreases in nenash working capitednd longterm trade
receivables. fade receivables and inventorigere the main componenisthin non-cash working capitalvhich increased,

whichis notuncommoat t hi s ti me i n t he Cothepnoreases atagmedtisan foimal.qsale cycl e
Change in Working Capital section below).
Long-term debt
Total longterm debt of $8,538s atJune 302011, compares to $8,883 as at December 31, 2010.
June 30 2011 December 312010
Payable in Canadian tiars:
Long-term debt $ 7,455 $ 7,780
Finance lease obligations 438 402
Payable in U.S dollars:
Long-term debt 622 676
Finance lease obligations 20 25
Totallongterm debt 8,535 8,883
Less: current portion (933 (948)
$ 7,602 $ 7,935

All figures in the above table are stated in Canadian dollars.

Long-term debt reduced in the current quaged six month periods a result ofcheduledepayments anthere werano
increassin long-term debt in theix monthperiodended June 30, 201llew finance leaseof $58wereentered into in the
current quarter bringing the total of new finance leases to $172 for the six month period ended June 30, 2011. Theenew financ
lease obligationgverefor replacement automobileS8ombined repayments of losigrm debt and finance lease payments in the
current and six month periods of the current year were $8865483 (2010$264 and $49R respectively.

Change in noncash working capital

The changes in necash working capital amounts in the fisst monthsof 2011 are shown in the following table.

June 3Q 2011 December 312010 Increase (Decrease)

Trade receivables $ 12,849 $6,784 $ 6,065
Inventories 10,437 6,976 3,461
Income tax receivable 346 167 179
Prepaid expenses 685 664 21
Trade and othergyables (8,289 (6,137) (2,148
Deferred revenue (2,975 (1,534) (1,44)

$ 13,057 $ 6,920 $6,137

Note: TheJune 302011 amounts are inclusive of narash working capital acquired with the Precision Craft group.

Non-cash working capitatasincresedsince the beginning of theearby $6,137 primarily increases itrade receivables and
inventoriesIncreases in these categories are typical in theditdtsecond quarters BfF Banisual cycleas sales improve and
inventory isheldto supporincreased activity level§.he increases in the curresix month periodvere higher than normal with
outstanding trade receivables reflecting stronger Canadian s#hesgeriod and higher inventoridacreasedaw material

inputs costs also contributedttee increased carrying costs of inventories.

Theincrease in trade and other payables was commensurate with increased trading activities in Canada in thetperiod and
increase in deferred revenue was mainly attributed to the inclusion of additionaédeévenue arising from the acquisition

completed in thdirst quarter

In the six month period ended June 30, 20ddgterm trade receivables increased by $86& $77 as at December 31, 2010 to
$385 The Corporation is a material supplier to seveoaltracts subject to holdbacks that will be released upon fulfillment of the

contracts.
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Summary of cash flows
A summary of cash flows for theéx monthperiodsendedJune 302011 and 2010 are shown in the following table.

June 30 2011 June 3Q 2010
Cash used in:
Operating activities $ (5,919 $ (5,629
Investing activities (2,927 (1,229
Financing activities (1,330 (1,015
Effects of foreign exchange on cash balances (49 (48)
Decrease in cash and cash equivalents (10,219 (7,912
Cash ad cash equivalenisbeginning of period 9,701 10,896
Cash and cash equivalefftgnk indebtednes$)end of period $ (517) $ 2,984

(a) Operating activities

Cash used in operating activitiiesthe first six months of 2011 was $5,94compared to $5,624 the comparativeix
month periocbf 2010.The majorsource of the cash outflows in both periods waea result oihcreases in nonash
working capital as mentioned abovkloldbacks are reported as lotegm trade receivables on the balance sheé¢he
current six month period, loAgrm trade receivables increased Bp$.

The construction industry in Canada and the USA is seasonal in nature as a significant portion of work performed by
cust oméngtstbe bQogr por at i on 6 s tdoarsoAccodingdy, ailasger patiorf obwonk is genevally
performed when weather conditions are conducive to wgrdutdoors This seasonality is reflected in the quarterly
pattern of cash flows provided by or used in operations.

(b) Investing activities

Cadh used innvestingactivities in the first six months of 20ldas $2927 as compared tolR25in the comparative six
month period of 201(Purchases of property, plant and equipment irsthenonth period ended June 30, 2011, were
$857(2010- $1,254)for new manufacturing and I.T. equipmeRtrchases of intangible assets amounted to $61 in the
current year (2010$5) for application softward?roceeds from disposals of equipmigrnthe current year amounted to
$54 (2010 $34).

Effective February 1,211, the Corporation acquired the Precision Craft group of companies based in Idaho, USA. Cast
paid on acquisition net of cash acquired was $2(2630- $nil).

(c) Financing activities

Cash used ifinancingactivities in the first six months of 20ldas $1330as compared tolf015in the comparative six
month period of 201(Repaymentsfdong-term debt were $483 (201(492)in the currenyearand regular quarterly
dividendpayments amounted to $803 (201%788) which were paid in the monthskgbruaryand May.

Shares purchased under a normal course issuer bid in the current yead ¢ostcgiire (2010 $nil). See normal
course issuer bid section below for more details.

Capital structure

The primary objective of the Corporation when managing itgaldp to provide a targeted rate of return while safeguarding
corporate assets and ensuring the Corporationés abionibtsy
current capital str uct ur-termdebteTheschraeof thehGoipaatianscéapitad rganagemegnt gclivities
is the successful management of cash.
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The Corporati on 6 slune 20p01% and Decembenst, 2010, is outireed imthe following table:

June 3Q 2011 December 312010

Long-termdebt $ 8,535 $ 8,883
Sharehol dersé equity 42,057 43,531
$ 50,592 $ 52,414

Share capital
A summary of the Cor plumedi201lt and Becesnhea31,e2010 ia gei fdrth ih theafalowang table:

June 3Q 2011 December 31, 2010
(Six Months) (Twelve Months)
No. of Shares Amount No. of Shares Amount
Balance, beginning of period 6,612,836 $ 20,110 6,568,736 $ 19,815
Issued as contingent consideration for
acquisition* 166,667 - - -
Exercise of stock options - - 50,000 313
Repurchased pursuant to a normal cot
issuer bid (7,290) (22 (5,900) (18)
Balance, end of period 6,772,238 $ 20,088 6,612,836 $ 20,110

1 166,667 common shares were issued in February 2011 as contingent consideration for an acthsisisned common shares are held in an escrow
account and their release is conditional upon the achievement of asuédonmula by the vendor over a maximum fiwear time horizon.

Share-based options

The Corporation did not grant any share optionthe threeor six month periodendediune 302011and 2010No share options
were exercised in the six month period ended June 30, 2011, whereas 50,000 share options were exercised in the sodmonth p
ended June 30, 2010.

Dividends

During thefirst and seconduarteso f 2011, the Corporationd6s Board 0f$0.06 r ect
(2010- $0.06) per common share whiakerepaid onFebruary 28, 2011 and May 32011, respectivelyDividends paid by the
Corporation qualifyas eligible dividends and satisfy the enhanced gupsand dividend tax credit change enacted under

Canadian tax law.

Normal course issuer bid

In the three month period endédne 302011, the Corporn purchased for cancellation 5(68010i Nil) of its common
shares under a normal course issuéffdx an aggrega price of $342010- $nil), of which, $6 (2010- $nil) was charged to
retained earnings as premium on redemption of the common shmatfessix month period endedune 302011, the Cquoraton
purchased for cancellation 7@2%2010i Nil) of its common shares under a hormal course issdeioban aggregate price of $44
(2010- $nil), of which, £2(2010- $nil) was charged to retained earnings as premium on redemption of the conarem sh

Commitments and contractual obligations

The Corporationébés obligations wunder ¢ ontermdebtamangements, capitalg e m
expenditure commitments, performance bonds, and operating lease arrangementm@esunz ed i n t he Cor po
Annual Consolidated Financi al St atements and Annual ma n a

There have been no material changes in commitments and contractual obligations ingixenfiosthsof 2011.
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Outlook for remainder of 2011

The Corporationébés operations in Canada continue to fitedfl ect
States, although sales in Canada have not recoveredtegessionary level€ustomer aders for products in Canada arebust

although the timing of when orders are required for shipping can be unpredartditecate variability ineportedsalesas numerous
factorsbeyond the Corporati@a controlcaninfluence jobsite readinessAbnormally hich precipitation in many regions during the

first half ofthis yearwas a keyoccurrencevhich adversely impactetie timing ofsales.

The refocusing of operations in the United States is underway following the recent acquisition. However, the resichsttigdtion
market is not expected to show tangible signs of a recovery in 2011.

The pricing of the Corhawe mederataa neestly iIonbongming volaiie xpecet. dotwithstarsding,
input coststill remain at elevated levetempared to one year ago despite séumiierrelief from a stronger Canadian dollar.
Opportunities to pass on the impact of higher input costs through increased selling prices are limited in the currenéetviron

Cash flows provided by operations &tlger with existing credit facilities are considered adequate to meet all anticipated liquidity
requirements in 2011.

Disclosure controls and procedures

Subject to the |imitation described i n t hozedureskave bpen designedam h ,
provide reasonable assurance that all material information relating to PFB and its operations is identified and comiouhéeated
Chief Executive Officer (CEQO) and Chief Financial Officer (CFO) as it becomes known sgppirapriate decisions can be made
regarding public disclosures, as required under the continuous disclosure requirements of securities legislation.

In accordance with the provisions of National Instrument82Cer t i f i cat i on of Ddladlhteris Bilmgs, i n |
Part 14, the CEO and CFO limited the scope of their design of disclosure controls and procedures to exclude discldsumeccontro
procedures of the Precision Craft Group (Precision Craft) which the Corporation acquired effetivary 1, 2011. Precision Craft

wi || be included within the scope of the design of nelyeaar Cor
from the date of acquisition.

Subject to the limitation described in the previous palgran evaluation of the effectiveness of the design and operation of the
Corporationés disclosur e c ontJune 308011 unmder tipersupenasibruof tbesCEand CFOo n d u
Based on this evaluation, the CEO and CFO have cortlude hat t he Corporationdés disclosur
National Instrument 5209,Cer t i fi cati on of Di scl os ur e havenbeeh designedrtospioviddn n u a |
reasonable assurance that material information reltgitige Corporation, including its consolidated subsidiaries, is made known to
them by others in those entities, and to provide reasonable assurance that accurate and complete disclosures in tarimal and in
filings is completed within the time periodgeified.

Not withstanding the foregoing, no absolute assuranc@&s can
prevent all failures of individuals within the organization to disclose material information otherwise requirestdologh in reports
or news releases issued by the Corporation.

Internal controls over financial reporting

Management is responsible for establishing and maintaining adequate internal controls over financial reporting to ganadéerea
assurance regding the reliability of financial reporting and the preparation of financial reports for external reporting purposes in
accordance with GAAP.

All control systems contain inherent limitations, no matter how well designed and operated. As a result, nmaragemsledges

that the Corporationés internal controls over f i nrdraud. Inal re
addi tion, management 6s evaluation of <cont r alllcantrotissuestpatnmay i d e
result in material misstatements, if any, have been detected.

Except as noted in the next paragraph, dsm¢ 30 2011, the CEO and CFO assessed the
control over financial reportingnd concl uded that it was effective and that
control over financial reporting had been identified.
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The Corporation continues to review the processes and controls of Precision Craft. The CEO andUu@lie® Rrecision Craft from
their assessment of the effectiveness of the CorJumeld@dli,onds
as permitted by NI 5209 Part 14 and applicable rules with respect to newly acquired bssmé°recision Craft will be included
within the scope of the design and assessment of trimg ef f ec
within a minimum of one year from the date of acquisition.

In order to be IFR®omplint commenci ng with the issuance of the Corporat
first quarter of 2011, the Corporation has developed and implemented changes to financial processes and controlsy a®necessar
address the enhancpresentation and disclosure requirements of IFRS. Such changes primarily impacted the processes and
procedures utilized for collecting and accumulating the additional data that is required with the expanded level oédiadosur
financial reporting undelFRS. In redesigning processes, management instituted sufficient controls to ensure the accuracy,
completeness and reliability of financial information and conformity with the new reporting standards.

Critical accounting policies and estimates

In prepaing the condensed consolidated financial statements in conformity with IFRS, estimates and assumptions have to be made
that affect the application of accounting policies and the reported amounts of assets, liabilities, income and expeates aBdti
asumptions are reviewed on a continuous basis and are base
conditions and other factors believed to be reasonable under the circumstances.

Material estimates and assumptions are made with retgpestablishing the following: depreciation and amortization periods;
goodwill and indefinite life intangible assets; the valuation of inventories; allowance for doubtful accounts; impaifmantiaf
assetscustomer rebatesurrent and deferreidicome taxesimpairment of noffinancial assets (if any); fair value and level of
financial instruments; and the measurement of employee future benefits.

Related party transactions

In the firstand secondjuartes of 2011, there have been no additions®thr e | at ed parties discl osed
Report and there were no significamtnewrelated party transactions in the fiss&t monthsof 2011.

Risk management and assessment

Detailed descriptions of athide aGarepematnitorc@an rbies ¥ omaarda g exmd mte
2010. There have been no material changes in the uncertainties and material risk factors facing the Corporation sinc@ Qecembe
2010.

Accounting standards

International Financial Reportin g Standards (IFRS)

On February 13, 2008, the Canadian Accounting Standards Board confirmed aa@mandate of January 1, 2011, as the date
on which all publicly accountable enterprises are required to prepare financial statements that are fullydcattherge
International Financial Reporting Standards (IFRS), as issued by the International Accounting Standards Board.

The March 31, 201lunaudited condensed consolidated financial statemestest he Cor por ati onodés fir st
statementprepared in accordance with IFRE issuedby the International Accounting Standards Board (IASB). The condensed
consolidated financial statemeifits each interim period in 20Mill present the financial results of the Corporatiortiiat

interim perial and yeaito-date positiorwith the comparative information for 2010.

Impact of changes in accounting standards

The changes in accounting standards as a result of the t
reported results afperations and financial position prepared in accordance with Canadian GAAP are presented in Note 21 to th
condensed consolidated financial statements.
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Note 21 includes the following reconciliations in the IFRS presentation format of the consolidateibfistatements previously
reported under Canadian GAAP and the consolidated financial statements prepared under IFRS at the following dates:

f
f
f
il
f

The consolidated balance sheet as at January 1, 2010 (the transition date to IFRS)

The consolidated balance sheas atlune 302010

The consolidated balance sheet as at December 31, 2010

The consolidated statement of comprehensive income for the three and six month periods ended June 30, 2010
The consolidated statement of comprehensive income for the year enchdtize 31, 2010

Notes to the reconciliations provide narrative disclosures describing differences between the standards applied byatieCorpor
under previously reported Canadian GAAP and IFRS.

Elected exemptions and mandatory exceptions to retrospectvapplication of IFRS

IFRS generally requires firgtme adopters of IFRS to apply IFRS fully and retrospectively. IFRS Litimet Adoption of
International Financial Reporting Standards, allows adopters to elect certain exemptions to full retrcgpaatatéon.

The Corporation applied the following optional exemptions and mandatory exceptions from full retrospective application of

IFRS:

Elected exemptions

(@)

(b)

(©)

(d)

(e)

Property, plant and equipment

IFRS 1 provides the option to measure property, plant and eqotpnhits fair value at the date of transition and using
those amounts as deemed cost or using the historical valuation under the prior GAAP. The Corporation has elected to
continue applying the historical valuation cost model for PP&E and has not dd3R&d= to fair value under IFRS.

Share-based payments

IFRS 1 provides the option to not have to retrospectively restatelshsed payments that had vested or settled prior to
January 1, 2010. The Corporation elected to not restate-lshaee paymentshich had vested before the transition
date.

Business combinations

IFRS 1 provides the option to apply IFRS 3 Business Combinations prospectively from the transition date or from a
specific date prior to the transition date. The Corporation elected testate business combination that took place prior
to the transition date.

Employee benefits

IFRS 1 permits a firstime adopter to recognize all cumulative actuarial gains and losses that existed at the transition
date in opening retained earnings fthremnployee benefit plans. The Corporation has elected to not recognize

cumulative actuarial gains and losses up to the date of transition and to recognize gains and losses in future years usir
the corridor approach. The Corporation has elected to fresetticor ri dor 6 to zero as at |

Cumulative translation differences

IFRS 1 permits the cumulative translation gains and losses account to be reset to zero at the transition date. This provi
relief from determining cumulative transitigifferences in accordance with IAS 21, from the date a subsidiary was
acquired. The Corporation has elected to reset the cumulative translation gains and losses account to zero at the trans
date.

Mandatory exceptions

(@)

Future
The

Estimates

IFRS-1 prohibits use fohindsight to create or revise previous estimates. The estimates made under Canadian GAAP are
consistent with their application under IFRS.

accounting changes
I nternational Accounting St andar dsiseBloanatbnalAGcbuat®d o) h a

Standards, International Financial Reporting Standards, amendments and related interpretations which are effective for the
Corporati on6s ringansonatter dJahuary le 2012 oblageg i n
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(@) 1AS 1 (AmendedPresentabn of Financial StatemenisAmendments which require companies preparing financial
statements in accordance with IFRS to group together items within other comprehensive income (OCI) that may be
reclassified to the profit or loss section of the incomtesiant. IAS 1 (Amended) is effective for annual periods
beginning on or after July 1, 2012.

(b) 1AS 12 (Revised)ncome Taxes Recovery of underlying deferred income tax assets. IAS 12 (Revised) is effective for
annual periods beginning on or after Janua301,2.

(c) IAS 19 (AmendedEmployee Benefiis Amendments make important improvements by: (1) eliminating the option to
defer the recognition of gains and | osses known as th
assets and lialiiles arising from defined benefitants, including requiring reneasurement to be presented in OCI
thereby separating t ho-®-dayopbrationg, arsl (8hhaming tre disclesure iequiyetnents d a y
for defined benefit plans, providirgetter information about the characteristics of defined benefit plans and the risks that
entities are exposed to through participating in those plags19 (Amended) is effective for annual periods beginning
on or after January 1, 201®ith earlier apptation permitted

(d) IAS 27 (AmendedBeparate Financial Statemeritfkevised to eliminate the principles ainsolidation from IAS 27 and
focus on the requirements related to disclosure requirements for investments in subsidiaries, joint venturesates associ
when an entity prepares separate financial statements. The Standard requires an entity preparing separate financial
statements to account for those investments at cost or in accordance withFiFR8®al Instruments This standard is
required to k applied for accounting periods beginning on or aiéewary 1, 2013, with early adoption permitted.

(e) 1AS 28 (Revised)nvestments in Associataad Joint Ventureg Prescribes the accounting for investments in associates
and sets out the requirements tloe application of the equity method when accounting for investments in associates and
joint ventures. This standard is required to be applied for accounting periods beginning on or after Jaaaryith
early adoption permitted.

(f) IFRS 7 (Revisedinancial Instruments: DisclosurésAmendments enhancing disclosures about transfers of financial
assets. IFRS 7 (Revised) is effective for annual periods beginning on or after July 1, 2011.

(9) IFRS 9Financial Instrument: Classification and Measuremé@rtisis the first part of a new standard that will replace
IAS 39 Financial Instruments: Recognition and Measurem#&fRS 9 has two measurement categories, amortized cost
and fair value. All equity instruments are measured at fair value. IFRS 9 also ingludesce on financial liabilities and
Derecognition of financial instruments which is similar to the guidance included in IAS 39. IFRS 9 (Revised) is effective
for annual periods beginning on or after January 1, 20itB earlier application permitted

(h) IFRS 10Consolidated Financial Statemerit&stablishes principles for the presentation of consolidated financial
statements when an entity controls one or more other entities. The new standard defines the principle of control and
establishes control as thasis for determining which entities are consolidated in the consolidated financial statements.
IFRS 10 is effective for annual periods beginning on or after January 1, \2ifti &arlier application permitted.

() IFRS 11Joint Arrangements Establishes pniciples for financial reporting by parties to a joint arrangement. The
standard provides a new definition of a joint arrangement focusing on the rights and obligations of the arrangement, ratt
than its legal form. IFRS 11 classifies joint arrangemerttstimo types joint operations and joint ventures. IFRS 11 is
effective for annual periods beginning on or after January 1,,2@@t8earlier application permitted.

() IFRS 12Disclosure of Interest in Other Entiti#sA new and comprehensive standard astltisure requirements for all
forms of interests in other entities, including subsidiaries, joint arrangements, associates, special purpose vehicles and
other off balance sheet vehicléBRS 12 is effective for annual periods beginning on or after Jady&13 with earlier
application permitted

(k) IFRS 13Fair Value Measuremerfit To improve the consistency and reduce the complexity by providing a precise
definition of fair value and a single source of fair value measurement and disclosure requiremegséooss IFRS.
IFRS 13 is effective for annual periods beginning on or afier 1, 2013with early applicatiorpermitted.

The Corporation has not yet detened the impact thatdopting these new standards will have on its consolidated financial
staements.
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For thethree and six month periogsndedlune30, 2011and 2010

Unaudited- thousands o€anadian dollars, except per share amounts

For the three month period
endedJune 30

For the six month period
endedJune 30

Note 2011 2010 2011 2010
Sales $ 21,298 $ 18,567 $ 36,871 $ 30,309
Cost of sales (16,839) (14,691) (30,163) (24,423)
Gross profit 4,459 3,876 6,708 5,886
Selling and administrative expenses (3,508) (3,434) (7,074) (6,62)
Other gains and (losses) 5 (124) 117 (278) (36)
Operating income (los9 827 559 (644) (778)
Revaluation of contingent shariegain (loss) 20 83 - (15) -
Investment income 1 6 14 24
Finance cost (133) (126) (257) (259)
Income (loss)before taxes 778 439 (902) (1,013)
Income taxes recovery (expense) (197) (85) 262 314
Income (loss)for the period 581 354 (640) (699)
Other comprehensive incomdloss) net of incometax
Exchange differences on translating foreign operations (ne
of tax $nil) 1 (38) 13 (12)
Total comprehensiveincome (loss¥or the period $ 582 $ 316 $ (627) $ (711)
Earnings (loss)per share- $ per share
Basic 6 $ 0.09 $ 005 $ (0.10) $ (0.11)
Diluted 6 $ 0.08 $ 0.05 $ (0.10) $ (0.11)
Weighted average number of common shares outstanding 6,607,628 6,589,615 6,609,834 6,579,233

The accompanying notes are an integral part of these condensed consolidated finteroahtsta
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Note June 30, 2011 December 31, 201C
ASSETS
Current assets
Cash and cash equivalents $ - $ 9,701
Trade receivables 11 12,849 6,784
Inventories 10 10,437 6,976
Incometaxesrecoverable 346 167
Prepaid expenses 685 664
Total current assets 24,317 24,292
Non-current assets
Long-term trade receivables 11 385 77
Property, plant and equipment 7 37,145 36,543
Intangible assets 8 1,485 150
Goodwill 9 1,672 580
Accrued benefit asset 15 130 130
Deferredincometax assets 680 573
Total non-current assets 41,497 38,053
Total assets $ 65,814 $ 62,345
LIABILITIES
Current Liabilities
Bank indebtedness $ 517 $ -
Trade and other payables 8,285 6,137
Deferred revenue 2,975 1,534
Current portion of longerm debt 14 933 948
Total current liabilities 12,710 8,619
Non-current liabilities
Long-term debt 14 7,602 7,935
Contingent consideration 20 983 -
Deferredincometax liabilities 2,462 2,260
Total non-current liabilities 11,047 10,195
Total liabilities 23,757 18,814
SHAREHOL DEQ@USTY
Common shares 12 20,088 20,110
Contributed surplus 384 384
Foreign currency translation reserve 58 45
Retained earnings 21,527 22,992
Shareh ol der sdé equity 42,057 43,531
Totall i abilities equty s $ 65,814 $ 62,345

The accompanying notes are an integral part of these condensed consolidated financial statements

15



Condensed Consolidated Statement of Changes in Bgu

As at June 302011and 2010, December 31, 2010 and January 1, 2010

Unaudited thousands o€anadiardollars
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Common shares Foreign
currency
No. of Share contributed translation Retained

Note  Shares capital surplus 2 reserve earnings Total
Balance at January 1, 2010 6,568,736 $ 19,815 $ 365 $- $ 23212 $ 43,392
Loss for the period - - - - (699) (699)
Other comprehensivessfor the period, net afax - - - (12) - (12)
Total comprehensiviossfor the period - - - 12) (699) (711)
Payment of dividends - - - - (788) (788)
Sharebased payment expense - - 57 - - 57
Exercise of share options 50,000 313 (48) 265
Balance atJune 30, 2010 6,618,736 20,128 374 (12) 21,725 42,215
Profit for the period - - - - 2,077 2,077
Other comprehensive income for the period, net of - - - 57 - 57
Total comprehensive income for the period - - - 57 2,077 2,134
Payment of dividends - - - - (795) (795
Sharebased payment expense - - 10 - - 10
Repurchased pursuant to normal course issuer bid (5,900) (18) - - (15) (33)
Exercise of share options - - - - - -
Balance at December 31, 2010 6,612,836 20,110 384 45 22,992 43,531
Loss for the period - - - - (640) (640)
Other comprehensive income for the period, net of - - - 13 - 13
Total comprehensive income for the period - - - 13 (640) (625)
Payment of dividends 12 - - - - (803) (803)
Issued as contingent consideration for acquisition 20 166,667 - - - - -
Repurchased pursuant to normal course issuer bid 12 (7,250) (22) - - (22) (44)
Balance atJune 3Q 2011 6,772,253 $ 20,088 $ 384 $ 58 $ 21,527 $ 42,057

1 166,667 common shares were issued in February 2011 as contingent cdogiftaran acquisition. The issued common shares are held in an
escrowaccountand will be released upon achievement by the veaflan earrout formula(see Note 20)

2 Contributed surplus represents equsigttied employee benefits reserve which relatgtirely to share options vested.

The accompanying notes are an integral part of these condensed consolidated financial statements
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Condensed Consolidated Statement of Cash Flows P.FB

For the three ansix month periods ended June 30, 2011 and 2010 CORPORATION
Unaudited- thousand®f Canadian dollars Better building ideas
For the three month For the six month
period endedJune 30 period endedJune 30
Note 2011 2010 2011 2010
CASH PROVIDED BY (USED IN) OPERATING
ACTIVITIES
Income (loss¥or the period $ 581 $ 354 $ (640) $ (699)
Adjustments for items not affecting cash and cash
equivalents
Depreciation and amortizatigaxpense:
Cost of sales 7,8 688 622 1,331 1,250
Selling and administrative expense 7,8 123 119 250 237
Gainon disposal of property, plant and equipment 7 53 (12) 34 (15)
Sharebasedpaymentexpense - 28 - 57
Revaluation of contingent consideration 20 (83) - 15 -
Deferred income tax 46 a77) (255) (314)
Unrealized foreign exchandgain)loss 56 (115) 259 56
1,464 819 994 572
Changes in norash working capital 19 (1,710) (2,222) (6,552) (6,143)
Changes in longerm trade receivables (191) - (308) -
Unrealized foreign exchange lasdating to norcash
working (18) (53) (46) (53)
Net cashused inoperating activities (456) (1,486) (5,912) (5,624)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase ofiroperty, plant and equipment 7 (235) (479) (857) (1,254)
Purchase oiihtangide assets 8 (61) - (61) (5)
Cash paid on acquisition (net of cash acquired) 20 - - (2,063) -
Proceeds from disposal of property, plant and equipmen 7 26 31 54 34
Net cash used in investing activities (270) (448) (2,927) (1,225)
CASH FLOWS FROM FINANC ING ACTIVITIES
Repayment ofong-term debt (236) (264) (483) (492)
Dividends paid 12 (406) (394) (803) (788)
Exercise of stock options 12 - 265 265
Repurchase of common shares 12 (34 - (44) -
Net cash used in financing activities (676) (393) (1,330 (1,015)
Effects of exchange rate changes on the balance of cash t
in foreign currencie$ (gain) loss (20 10 (49 (48)
Net decreasen cash and cash equivalents (1,412) (2,317) (10,218) (7,912)
Cash and cash equivalents at the beginnirtbeperiod 895 5,301 9,701 10,896
Cash and cash equivalents at the end of the period $ (517) $ 2,984 $ (517) $ 2,984

See Note 19.2 for supplementary information on cash flows for interest and taxes

The accompanying notes are an integral patese condensed consolidated financial statements

17



Notes to the Unaudited Condensed Consolidated Financial Statements P-FB

For the three ansix month periods ended June 30, 2011 and 2010 CORPORATION
Thousands of Canadian dollars Better building ideas

1. General information

PFB Corporationt( h e A Co r paQaratian public fompasycorporated under the Alberta Business Corporations Act

and has its heaaffice in Calgary, Alberta, Canad@he Corpordt on6s cor porate office is | oca
Calgary, Alberta, Canada T1Y 7HBhe principal business activity tfe Corporations manufacturing insulating building
productsmadefrom expanded polystyrene materials and marketing giexticts in North America.

The Corporatiod s  w-ovenédl sybsidiariesperate manufacturing facilities and sales operations in the provinces of British
Columbia, Alberta, Saskatchewan, Manitoba, and Ontario in Canada, and in ts@fRSt@ithiganand Ichhg USA.

2. Significant accounting policies
2.1 Statement of compliance

The unaudited condensed consolidated financial statements for the three and six month periods ended Jurea86, 2011,
been prepared in accordance with International Accounting Stand&§3# Interim Financial Reportingising the

accounting policies described herein that the Corporation expects to adopt in its consolidated financial statements for the
year ending December 31, 2011.

The unaudited condensed consolidated financial statereens houl d be read i n conjuncti
financial statements for the year ended December 31, 2010, which were prepared in accordance with Canadian General
Accepted Accounting Principles (AGAAPO) .

An explanation of how the trangih from Canadian GAAP to IFRS as at January 1, 2010, (the transition date) has affected
the reported balance sheet position, financial performance and cash flows of the Corporation, including the effects of
mandatory exceptions and optional exemptionseufieRS 1, iprovided in Note 21.

The unaudited condensed consolidated financi al st at e me
Directors on July 28, 2011.

2.2 Basis of preparation

The unaudited condensed consolidated financial staitsmesre prepared on a historical cost basis except for certain
financial instruments which are valued at fair value through profit or loss. Historical cost is generally based on the fair
value of the consideration given in exchange for assets.

Theunaudied condensed consolidatidancial statements are presented in Canadian dollars.

The accounting policies set out below have been applied consistetiteypreparation of the unaudited condensed
consolidated financial statements &rperiods presentethcluding thepresentation of the opening balance sheet as at
January 1, 2010, except for certain mandatory exceptions and optional exemptions taken pursuant to IFRS 1 as describe
Note 21. Standards and guidelines not effective in the current reppdriod are described in Note 3 below.

Sales of the Corporationés products are driven by con:¢
The timing of customersé constructi on p gtbgpecailirgyecoreomic b e
climate and weather. Seasonality of construction resul
in the second and third quarters and less strong in the first and fourth quarters of its fiscal cycle.

2.3 Basis of consolidation

Theunaudited condensed consolidated financial statements irtbledecountof the Corporation anits subsidiaries in
accordance with IAS 2Zonsolidated and Separate Financial Statemeflisnter-company accounts and transactians
eliminated upon consolidation. Income and expen$ssbsidiaries acquired or disposed of during the year are included in
thecondensedonsolidatedtatement of comprehensive income (Idesin the effective date of acquisition and up to the
effective date of disposal, as appropriate.

All subsidiaries are wholkpwned by the Corporation. Thereforkete are no nenontrolling interests imnysubsidiaries
of the Corporation.
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2.4 Business combinations

The Corporation uses thequisition methoaf accounting for business combinatiariBhe consideration transferred in a
business combination is measured at fair védu¢he assets transferred, liabilities incurred and the equity interests issued
by the Corporation. The consideration transferred inclutkeéair value of any asset or liability resulting from a contingent
consideration arrangemeritcquisitionrelated costs are recognized in profit or loss as incurred.

At the acquisition date, identifiable assets acquired and liabilities assumméaseard initially at their fair value at the
acquisition dateThe excess of the total of the consideration transferred and the acquisition date fair value of any previous
equity interest in the acquiree o0V eablenettassetdaaquired isrecbrded aso f
goodwill. If this amount is less than the fair value of the net assets of the acquiree, such as in the case of a bargain
purchase, the difference is recognized immediately in profit or loss.

When the consideratioratnsferred by the Corporation in a business combination includes assets or liabilities resulting
from a contingent consideration arrangement, the contingent consideration is measured at its aciqésfaimvalue and
isincluded as part of the considéipon transferred in a business combination. Changes in the fair value of the contingent
consideration that qualify as measurement period adjustments are adjusted retrospectively, with corresponding adjustme
against goodwill. Measurement period adjustiteeare adjustments that arise from additional information obtained during

t he O measur e meignthe egrlierrobne yeér frqmvitie acquisition datewhen the Corporation has all
information necessary to finalize the acquisiyiabout facts iad circumstances that existed at the acquisition date. The
subsequent accounting for changes in the fair value of the contingent consideration that do not qualify as measurement
period adjustments depends on how the contingent consideration is cla€fitidgent consideration that is classified as
equity is not remeasured at subsequent reporting dates and its subsequent settlement is accounted for within equity.
Contingent consideration that is classified as an asset or a liabilityrisasured at isequent reporting dates in

accordance with IAS 3Binancial Instruments: Recognition and measurementAS 37Provisions, Contingent

Liabilities and Contingent Assetas appropriate, with the corresponding gain or loss being recognized in profg.or los

The Corporation has no naontrolling interests.
2.5 Revenue Recognition

Revenue is measured at the fair value of the consideration received or receivable. Revenue is reduced for estimated
amounts attributable toustomer returngustomerebates and o#r similar allowances.

Sales revenue is recognized upon shipment of products, which is the date ownership risks and benefits transfer to the
customer, and the collection of receivables is reasonably assured. Sales revenue is reported net of anyistmiatser d
andrebates, where applicable. Sales contractthfosale of producthat involve custom manufacturing require customers
to sign a formabalesagreement which typically requires deposits and/or progress payments to be made at various pre
deteminedas outlined in theontracts. All deposits and progress payments received are classifieféiaied revenuen

the consolidated balance sheet until such time the project is completely manufactured and shipped to the customer.

Investmenincome flom a financial asset is recogeizwhen it is probable that the economic benefits will flow to the
Corporationand the amount of income can be measured relidblgstmenincomerepresents interest income whish

accrued on a time basis, by referencthoprincipal outstanding and at the effective interest rate applicable, which is the
rate that exactly discounts estimated future cash receipts through the expected life of the financial asset to tieat asset's n
carrying amount on initial recognition.

2.6 Cash and cash equivalents

Cashandcash equivalentsonsist of highly liquid marketable investments with an original maturity date of 90 days or less.
Cash equivalents are designated at fair value through profit or loss.

2.7 Inventories

Inventories, which compse raw materials and supplies, wankprogress and finished products, are carried at the lower of
cost and net realizable value. Cost is determined using the weighted asastigethod and includes tlw®st ofpurchase

cost of conversioand other cstsrequired to bring the inventories to their present location and conditetrrealizable

value is determined as selling price less the cost to sell. The cost einaaricess and finished product inventories

include the cost of materials, the costimect labour, and a systematic allocation of manufacturing overheads based on a
normal range of capacifgr each production facility.

Inventories are written down to net realizable value when the cost of inventories is estimated to be unrecovérable due
obsolescence, damage or declining selling prices. When circumstances that previously caused inventories to be written
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down below cost no longer exist or when there is clear evidence of an increase in selling prices, the amoudbefrwrite
previouslyrecorded is reversed.

2.8 Property, plant and equipment (PP&E)

PP&E, including equipment under capital leases, are carried titesssaccumulated depreciation and any impairment
lossesGains and lossesletermined as the difference between sales proceddbanarrying amount of the assatising
on the disposal of individual assets are recognized in earningspetteof disposal.

Depreciatiorcommences when the assets are available for use and is recognized on disgrdights to depreciategh
capitalized cost of assets to their estimated residual values over their estimated useful lives. When significant parts of an
asset have different expected useful lives, they are accounted for as separate components of the asset and depreciated
their estimated useful lives and depreciation method.

Estimated useful lives are as follows:

Property, plant and equipment Estimated Useful Lives

Freehold land Unlimited useful life and not depreciated

Buildings 15 to 40 years

Plant and quipment 3 to 20years

Equipment under finance lease Lesser of expected useful life and the term of the lease
Assets under construction Depreciation commences when the asset is available for |

as intended by management

An item of PP&E s derecognized upon disposalvaien no future economic benefits are expected to arise from the
continued use of the asset. Any gain or loss arising odetexognitiorof an item ofPP&E measureds the difference
between theetsales proceeds and the carrying amount of the, assetognized in profit or loss.

PP&E is reviewed quarterly to determine whether there is any indication of impairment. Depreciation methods, useful
lives, and residual values are reviewed at least annually and adjusted as appropriate.

2.9 Borrowing costs

Borrowing costs attributable to the acquisition, construction or production of qualifying asset(s) are added to the cost of
those assets for periods which qoetle the dates the asset(s) are available for their intended use. All other borrowing costs
are recogized as finance costs in the period in which they are incurred. No borrowing costs have been capitalized in
PP&E.

2.10 Leasing

Leases are classified agher finance or operating leases. Leases that transfer substantially all of the risks and benefits of
owneship to the Corporation are capitalized as finance leases within PP&E aniondebt. All other leases are
recorded as operating leases and expensed as incurred.

2.11 Intangible assets

Intangible assets with finite useful lives that are acquired sepassiteimeasured at cost less accumulated amortization
andanyimpairment losses. The Corporation assesses each intangible asset for legal, regulatory, contractual, competitive
other factors to determine if the expected useful life is finite. Intangibétsasdth a finite life are amortized over the

estimated useful lives of thelated assetsn a straight line basis

Intangible asset Estimated Useful Lives

Patents 17 years

Product development costs 3 years

Software 3to 5 years

Registered trade nam Indefinite lifeT not amortized

Order backlog Over the lives of the contracts (up to 3 years)
Non-compete agreement 2 years commencing in 2013 when contract becomes acti

Intangible assets with indefinite lives are measured at cost less any aa@ahiipairment losses and the carrying
amounts are tested for impairment at least annually or whenever there is an indication that an asset may be impaired. In
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case of impairment, the recoverable amount of an asset is estimated in order to determitent of the impairment loss,
if any (see Note 2.13 for policy on impairment of Aamancial assets).

Intangible assets acquired in a business combination and recognized separately from goodwill are initially recognized at
their fair value at the acigition date, which is considered to be deemed cost. Subsequent to their initial recognition,
intangible assets acquired in a business combination are reported at cost less accumulated amortization and accumulate
impairment losses, on the same basistpible assets that are acquired separately.

An intangible asset is derecognized on disposal or when no future economic benefits are expected from use or disposal.
Any gain or lossarising from derecognition of an intangible asset, measured as thenli#fdoetween the net disposal
proceeds and the carrying amount of the agsetcognized in profit or loss when the asset is derecognized.

2.12 Goodwill

Goodwill arising in a business combination is recognized as an asset at the date that control is Goguiveliis
measured as the excess of the sum of the fair value of the consideration transferred over the fair value of the identifiable
assets less the fair value of the liabilities assumed. Goodwill is not amortized.

For the purposes of impairment testj , goodwi | | i s all ocat egknetating witsthatare f t h
expected to benefit from the synergies of the combination. Agasérating unit to which goodwill has been allocated is
tested for impairment annually, or more freqlyemthen there is indication that the unit may be impaired. If the

recoverable amount of the caglinerating unit is less than its carrying amount, the impairment loss is allocated first to
reduce the carrying amount of any goodwill allocated to the udittean to the other assets of the unit pro rata based on

the carrying amount of each asset in the unit. Any impairment losses for goodwill are recognized directly in profit or loss |
the condensed consolidated statement of comprehensive income (loss).

2.13 Impairment of non-financial assets

At each reporting date, the Corporation reviews the carrying amounts of ifsyannial assets, including PP&E, and
intangible assets and goodwill to determine whether there is any indication of impairment. Goodwithiagithlsn assets

with indefinite useful lives are tested for impairment at least annually, and whenever there is an indication that the asset
may be impaired. Where such impairment exists, the recoverable amount of the asset is estimated in ordenéotdetermi
extent of the impairment loss, if any.

The recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present value usintpa gigcountate that reflects current market
assessments of the time value of money and the risks specific to the asset for which the estimates of future cash flows h
not been adjusted.he process of determining cash flows requires management to make estimdatsswuanptions which
include forecasted future sales, earnings, capital investment, and discount rates.

Where a reasonable and consistent basis of allocation can be identified, corporate assets are allocaget¢oatzgh
units, or otherwise they asdlocated to the smallest group of cagmerating units for which a reasonable and consistent
allocation basis can be identified.

If the recoverable amount of an assegiaup of assets estimated to be less than its carrying amount, the carrying

amount of the asset agroup of assetis reduced to its recoverable amount. An impairment loss is recognized immediately
in profit or loss, unless the relevant asset is carried at a revalued amount, in which case the impairment loss isitreated ac
revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the gissgt of assetis increased to the
extent that the carrying value of the underlying assets does not exceed the carrying amount that would have been
determinednet of depreciation, if no impairment had been recognized. Impairment reversals, other than goodwill
impairment which cannot be reversed, are recognized in operating income in the period in which they occur.
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2.14 Foreign currency translation

The Cor pmimayteconomi@ environment in which the Corporation operates its businesses is Canada. The
unaudited condensed consolidated financial statements
presentation currencionetary balance sheatmounts denominated in a rhmctional currency are translated using
exchange rates at the reporting period dates. Gains and losses arising from this translation are included in profit or loss.
Non-monetary assets and liabilities denominated in afooctional currency are recorded at their histariexchangeate

on the transaction date

The Cor psobsidiariesdooated in the United States have a functional currency of U.S. dollars and their financial
statements are translated into Canadiaradokt the reporting date exchange rate for assets and liabilities, and at the
monthly average exchange rate for revenues and exp&ugés; balance sheet amounts denominatdd.S. dollars are
translated using historical exchange ratéiwealized gaigs and losses resulting from this translation are included in other
comprehensive income.

2.15 Provisions

Provisions are recognized when the Corporation has a present legal or constructive obligation as a result of a past event
is probable that an outflowf cesources will be required to settle the obligation, and a reliable estimate can be made of the
amount of the obligation.

The amount recognized as a provision is the best estimate of the consideration required to settle the present obligation a
the endof the reporting period, taking into account the risks and uncertainties surrounding the obligation. When a provisio
is measured using the cash flows estimated to settle the present obligation, its carrying amount is the present \&lue of th
cashflowd where the effect of the time value of money is m
are included in trade and other payables.

2.16 Financial instruments

Financial assets and financial liabilities are recogniaii@lly at fair value when the Corporation or a subsidiary of the
Corporation becomes a party to the contractual provisions of the instriragntalues are based on quoted market prices
from active markets, where available, otherwise fair values are estimated usingrmahgthodologies. Subsequent
measurement of financial instruments is based on their classification and, except in limited circumstances; the atassificat
of financial instruments is not subsequently changed.

Financial instruments are classified inteeaf the following categories:

Classification Financial Instruments Held Measurement

Financial assets and liabilities carric Cash and cash equivalents Fair value
at fair value through profit or loss Contingent consideration
(AFVTPLO)

Loans and receivabs Trade and other receivables Amortized cost
Financial assets held to maturity None Amortized cost
Financial assets available for sale None Amortized cost
Other financial liabilities Trade and other payables Amortized cost

Long-term debt

All financial instruments in FVTPL are classified as held for trading and no financial instruments have been designated a:
FVTPL.

Realized and unrealized gains and losses from financial assets and liabilities carried at fair value through profi or loss a
recognizedn profit or loss in the periods such gains and/or losses arise.

The effective interest rate method is a method of calculating the amortized cost of a debt instrument and of allocating
interest income over the relevant period. The effective interedsrtite rate that exactly discounts estimated future cash
receipts through the expected life of the debt instrument or where appropriate, a shorter period, to the net carrying amou
on initial recognition

Financialassets, other than those at RRLT are asessed for indicators of impairment at the end of each reporting period.
Generally, the carrying amount of the financial asset is reduced by the impairment loss.
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The Corporation derecognizes a financial asset only when the contractual rights to theasagbr the asset expire, or

when it transfers the financial asset and substantially all the risks and rewards of ownership of the asset to another entity
The Corporation derecognizes a financi alondareaibchdrged, y wh ¢
cancelled or they expire. The difference between the carrying amount of the financial liability derecognized and the
consideration paid and payable is recognized in profit or loss.

Transaction coststher than those related to finandiadtruments classified as fair value through profit or loss, which are
expensed as incurred, are capitalized to the carrying amount of the instrument and amortized using the effective interest
rate method.

2.17 Derivative instruments

Financial and noffinancial derivative instruments in the form of futures contracts, options contracts and forward contracts
mitigate current and anticipated exposure to fluctuations in commodity prices and foreign currency exchange rates. The
Corporationds psebfany dedvativepinstouments forttrading @ spaculative purposes.

Any financial derivative instruments are recorded at fair value on the consolidated balance sheet. Fair values are based ¢
quoted market prices from active markets, where availablerwige fair values are estimated using valuation
methodologies.

Financial derivative instruments are recorded in current oicnorent assets and liabilities based on their remaining terms
to maturity. All changes in fair values of the derivative instrots@re recorded in net income unless the derivative

qualifies and is effective as a hedging instrument in
are recorded as a nanrrent liability on the consolidated balance sheet.cdmtingent shares were issued in a business
combination.

2.18 Impairment of financial assets

The Corporation assesses at each reporting period date whether there is objective evidence that a financial asset or grol
financial assets is impaired.

If there isobjective evidence that an impairment loss on loans and receivables and atoyrhatdrity investments carried

at amortized cost has been incurred, the amount of the
amount and the presenta |l ue of future cash flows discounted at the
carrying amount of the asset is reduced and the amount of loss is recognized in profit or loss. Objective evidence of
financial assets carried at amortizabt exists if the counterparty is experiencing significant financial difficulty, there is a
breach of contract, or it is probable that the counterparty will enter into bankruptcy or financial reorganization.

If, in a subsequent period, the amount ofithpairment loss decreases and the decrease can be related objectively to an
event occurring after the impairment was recognized, the previously recognized impairment loss is reversed and any
subsequent reversal is recognized in profit or loss, to thatekig the carrying amount of the asset does not exceed its
amortized cost at the reversal date.

2.19 Income taxes

Income tax expengar recovery comprises current amounts of income taxes payable or receivable and deferred income
taxes.

Current income tax g@ense is the expected tax payable on taxable income for the period using tax rates substantively
enacted at the reporting date and any adjustment to taxes payable in respect of previous years.

Deferredincometax assets and liabilities arecognizedor temporary differences between the carrying amounts of assets
and liabilities in thecondensedonsolidated financial statements and the corresponding tax bases used in the computation
of taxableincome Deferredincometax liabilities are generally recogmid for all taxable temporary differences. Deferred
incometax assets are generally recognized for all deductible temporary differences to the extent that it is probable that
taxable profits will be available against which those deductible temporaryedifies can be utilized. Such deferred
incometax assets and liabilities are not recognized if the temporary difference arises from goodwill or from the initial
recognition (other than in a business combination) of other assets and liabilities in a tarikataffects neither the

taxable profit nor the accounting profit.

A deferred income tax asset is recognized for unused tax losses and credits to the extent that it is probable that future
taxable income will be available against which they can beetdiliDeferred income tax assets are reviewed at each
reporting period and are reduced to the extent that it is no longer probable that the related tax benefit will be utilized.
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Deferred income tax assets and liabilities are offset when they relate tceitaxes levied by the same taxation authority
and the Corporation intends to settle its current tax assets and liabilities on a net basis.

Deferredincometax liabilities are recognized for taxable temporary differences associated with investmentdiarsesi
and associates, and interests in joint ventures, except wheZeriharationis able to control the reversal of the temporary
difference and it is probable that the temporary difference will not reverse in the foreseeable future.

Current and defeed income taxes relating to items recognized directly in equity or other comprehensive income are
recognized in equity or other comprehensive income and not in profit okNb&se current tax or deferrémcometaxes
arisefrom the initial accountingdr a business combination, the tax effect is included in the accounting for the business
combination.

2.20 Share-based compensation

The Corporation hasshareoption plan for directors, officers, employees and consultants. The Corporation uses the fair
value nethod of accounting for such awards. Under the fair value method, the Corporation measures compensation cost
attributable to alkhareoptions at fair value at the grant daténg a BlackScholes option pricing modehd expenses the

fair value on a strght-line basisover thér respectivevesting period with a corresponding increase to contributed surplus.
Upon the exercisingf shareoptions, the Corporation records consideration received, together with amounts previously
recognized irstock based expeg as an increase in share capital. The Corporation accounts for actual forfeitures as they
occur.

2.21 Critical accounting, estimates and assumptions

Thepreparation of financial statements in conformity with IFRS requires management to make estimataswpitass

that affect the application of accounting policies and the reported amounts of assets, liabilities, income and expenses.
Esti mates and assumptions are reviewed on a continuous:¢
knowledge otcurrent conditions and other factors believed to be reasonable under the circumstances.

Material estimates and assumptions are made with respect to establishing the following: depreciation and amortization periods; goodwill
and indefinite life intangible assets; the valuation of inventories; allowance for doubtful accounts; impairment of financial assets; customer
rebates; current and deferred income taxes; impairment of non-financial assets (if any); fair value and level of financial instruments; and the
measurement of employee future benefits.

2.22 Employee benefit plan

The Corporation has a defined benefits plan providing pension benefits to certain eligible employees who are members ¢
Union which is their certified bargaining agent. The plan is regidtaith the Financial Services Commission of Ontario
and with Canada Revenue Agency and is funded in accordance with applicable legislation.

The Planbts assets are held by an independent ¢t raloet ee
based on amounts determined by an independent actuary using assumptions approved by management. Actuarial valua
are currently performed annually by a qualified actuary, typically at March 31 and updated at Decefibemp®in

assets are invexd in marketable securities and the fair value can be determinelegiuant basis. Future approved

benefit increases are used to determine the accrued benefit obligation. The accrued benefit obligation and current servic
cost are calculated using theojected benefit method prated on service. Past services cost arising from plan

amendments, and net actuarial gains and loss that exceed 10% of the greater of the accrued benefit obligation and fair v
of plan assets, are expensed in equal amouertthe expected average remaining service life of the employee group.

The accrued benefit asset recognized orctimsolidatedalance sheet is representativeafitributions (normal service
plus special) being made by the Corporation exceeding its peasi@nse.

2.23 Earnings per share

Basic earnings per share is determined by dividing profit attributable to common shareholders of the Corporation by the
weighted average number of common shares outstanding during the period.

The Corporatiomses the treasustock method of calculating diluted earnings per common share. The treasury stock
method is used to compute the dilutive effect of stock options, warrants, and similar instruments. Under this method, the
exercise of stock options is assumed to have oedwat the beginning of a period and the related common shares are
assumed issued at that time. The proceeds from exercise are assumed to have purchased common shares of the Corpo
for cancellation at the average market value price during the petiedn@remental shares (the difference between the
number of shares assumed issued and the number of shares assumed purchased) are included in the denominator of th

24



Notes to the Unaudited Condensed Consolidated Financial Statements P-FB

For the three ansix month periods ended June 30, 2011 and 2010 CORPORATION
Thousands of Canadian dollars Better building ideas

diluted earnings per common share calculatibiluted earnings per common share excludipatential dilutive common
shares where the effect is adiiutive.

3. Future accounting changes

The I nternational Accountissued a riimbemofinaw athdrevBean interdatidqndl AcéoBriBrig) h a
Standards, International Financial RepaytStandards, amendments and related interpretations which are effective for the
Corporati on6s ringansonatter Jahuary le 2012 oblageg i n

ll

IAS 1 (AmendedPresentation of Financial Statemeiit&smendments which require companies prégafinancial

statements in accordance with IFRS to group together items within other comprehensive income (OCI) that may be
reclassified to the profit or loss section of the income statement. IAS 1 (Amended) is effective for annual periods beginning
on orafter July 1, 2012.

IAS 12 (Revised)ncome Taxes Recovery of underlying deferred income tax assets. IAS 12 (Revised) is effective for
annual periods beginning on or after January 1, 2012.

IAS 19 (AmendedEmployee Benefiis Amendments make importamhprovements by: (1) eliminating the option to defer
the recognition of gains and | osses known as the Adorr|
liabilities arising from defined benefit plans, including requiringmeasuement to be presented in OCI thereby separating
those changes ftordaympermtionseand (3) enpahang theadysclosure requirements for defined benefit
plans, providing better information about the characteristics of defined benefit pthtisearisks that entities are exposed to
through participating in those plans. IAS 19 (Amended) is effective for annual periods beginning on or after January 1, 201.
with earlier application permitted.

IAS 27 (AmendedBeparate Financial StatemetitfRkevised to eliminate the principles obnsolidation from IAS 27 and

focus on the requirements related to disclosure requirements for investments in subsidiaries, joint ventures and associates
when an entity prepares separate financial statements. The Stagmglaires an entity preparing separate financial statements
to account for those investments at cost or in accordance with IIFR@afcial Instruments This standard is required to be
applied for accounting periods beginning on or af@ruary 1, 2013yith early adoption permitted.

IAS 28 (Revised)nvestments in Associataed Joint Ventures Prescribes the accounting for investments in associates and
sets out the requirements for the application of the equity method when accounting for investassusiates and joint
ventures. This standard is required to be applied for accounting periods beginning on or after Jaoa8rywith early
adoption permitted.

IFRS 7 (RevisedFinancial Instruments: DisclosurésAmendments enhancing disclosuresutitransfers of financial
assets. IFRS 7 (Revised) is effective for annual periods beginning on or after July 1, 2011.

IFRS 9Financial Instrument: Classification and Measuremeihis is the first part of a new standard that will replace IAS
39 Financid Instruments: Recognition and MeasureméRRS 9 has two measurement categories, amortized cost and fair
value. All equity instruments are measured at fair value. IFRS 9 also includes guidance on financial liabilities and
Derecognition of financial inaiments which is similar to the guidance included in IAS 39. IFRS 9 (Revised) is effective for
annual periods beginning on or after January 1, 208 earlier application permitted

IFRS 10Consolidated Financial Statemerit&stablishes principles foné presentation of consolidated financial statements
when an entity controls one or more other entities. The new standard defines the principle of control and establishes contrc
as the basis for determining which entities are consolidated in the coteblii@ncial statements. IFRS 10 is effective for
annual periods beginning on or after January 1, 2013, with earlier application permitted.

IFRS 11Joint Arrangements Establishes principles for financial reporting by parties to a joint arrangemerdtaruard
provides a new definition of a joint arrangement focusing on the rights and obligations of the arrangement, rather than its
legal form. IFRS 11 classifies joint arrangements into two tygemt operations and joint ventures. IFRS 11 is effexfor
annual periods beginning on or after January 1, 2013, with earlier application permitted.

IFRS 12Disclosure of Interest in Other Entiti&sA new and comprehensive standard on disclosure requirements for all
forms of interests in other entitiesclading subsidiaries, joint arrangements, associates, special purpose vehicles and other
off balance sheet vehicles. IFRS 12 is effective for annual periods beginning on or after January 1, 2013, with earlier
application permitted.
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1 IFRS 13Fair Value Meastementi To improve the consistency and reduce the complexity by providing a precise definition
of fair value and a single source of fair value measurement and disclosure requirements for use across IFRS. IFRS 13 is

effective for annual periods beginning or after July 1, 2013, with early application permitted.

The Corporation has not yet determined the impact of adopting these new standards will have on its consolidated financial
statements.

4. Segment information

The Corporation has two reportable opemtins e gment s ( Canada and the United Stat
segment mirrors the Corporationés internal reporting sys

The Corporationés chief operating decision maker seseaval ua
reported to internal management via segment managers, on a periodic basis. This performance measure is considered to be tt
most relevant in evaluating the results of each segment.

Segmensaleseportedbelowrepresentsevenuegenerated from exteal customersThere were intesegment sales in the

current yealsee supplemental disclosure below). Segment results and assets include items directly attributable to each segme!
as well as items that can be allocated on a reasonable basis. Thergiageleeels of integration between each segment. This
integration includes shared expenses relating to certain administrative services. Inter segment transactions are aatdbeted fo
transaction amounts as if those transactions were with extertiakpar

Information regarding each reportable operating segment for the three month periods ended June 30 is set out below:

Three month period ended Three month period ended
June 30, 2011 June 30, 2010
Canada USA Total Canada USA Total
Sales $ 184D $ 2,828 $ 21,298 $ 16,890 $ 1,677 $18,567
Cost of sales (14,650) (2,189) (16,839) (13,613) (1,078) (14,691)
Gross profit 3,820 639 4,459 3,277 599 3,876
Selling and administrative expenses (2,462) (1,046) (3,508) (2,780) (654) (3,43
Othergains and (losses) (82) (42) (124) (45) 162 117
Operatingncome (bs9 1,276 (449) 827 452 107 559
Revaluation of contingent sharegain 83 - 83 - -
Investment incoméexpense) 2 (1) 1 6 - 6
Finance costs (73) (60) (133) (94) (32) (126)
Income (bs9 before taxes $ 1288 $ (510) $ 778 $ 364 $ 75 $ 439
Additions to norcurrent assets:
Property, plant and equipment 138 97 235 476 3 479
Intangible assets 61 - 61 - - -
Goodwill - - - - - -
Supplementary information:
Depreciation and amortization:
Cost of sales 569 119 688 570 52 622
Selling and administrative expenses 104 19 123 113 6 119
Inter-segment sale's 294 46 N/A 425 63 N/A
Inter-segment interest income (expense) 55 (55) - 25 (25) -

!Inter-segment sales have been eliminated on consolidation
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Information regarding each reportable operating segment faixhtonth periods ended June 30 is set out below:

Six month period ended Six month period ended
June 30, 2011 June 30, 2010
Canada USA Total Canada USA Total
Sales $ 32,311 $ 4560 $ 36,871 $ 27,009 $ 3,300 $ 30,3®
Cost of sales (26,340 (3,823) (30,163) (22,031) (2,392) (24,423
Gross profit 5,971 737 6,708 4,978 908 5,886
Selling and administrative expenses (5,151) (1,923) (7,074) (5,259) (1,369) (6,628)
Other gains and (losses) (92) (187) (278) (67) 31 (36)
Operatingncome (bs9 729 (1,373) (644) (348) (430) (778)
Revaluation of contingent sharekss (15) - (15) - - -
Investment income 14 - 14 24 - 24
Finance costs (143) (114) (257) (195) (64) (259
Income (bs9 before taxes $ 58 $ (1,487, $ (902) $(519) $(4%%) $(1,013
Segment assets 55,975 9,839 65,814 55,287 5,825 61,112
Segment liabilities (18,375) (5,382) (23,757) (15,948) (2,950) (18,898)
Additions to norcurrent assets:
Property, plant and equipment 754 103 857 1,242 12 1,254
Intangible assets 61 - 61 5 - 5

Goodwill 1,097 1,097 - - ,

Supplementary information:
Depreciation and amortization:

Cost of sales 1,138 193 1,331 1,137 113 1,250
Selling and administrative expenses 204 46 250 226 11 237
Inter-segment sale's 478 128 N/A 690 92 N/A
Inter-segment interest income (expense) 103 (103) - 50 (50) -

Inter-segment sales have been eliminated on consolidation
The accounting policies of the reportable segments are theassamet h e Co r p oing pdlidies descsbedancNote 21 n t

5. Other gains and losses

Three month period ended Six month period endedJune

June 30 30
2011 2010 2011 2010
Foreign exchange gain (loss) $ (71) $ 133 $ (244) $6
Sharebased paymentxpense i (28) . (57)
Gain (loss) on disposal of property, plant and
equipment (53) 12 (34) 15
$ (124) $ 117 $ (278) $ (36)
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6. Earnings (los9 per share

The following table sets forth the reconciliation of basic and diluted loss per share:

Three month period ended Six month period ended
June 30 June 30
2011 2010 2011 2010
Income (loss) for the period $ 581 $ 354 $ (640) $ (699)
Weighted average number of common shares
outstanding basic 6,607,628 6,589,615 6,609,834 6,579,233
Effect d:
Dilutive stock options - - - -
Contingent consideration 166,667 - - -
Weighted average numbef common shares
outstanding diluted 6,774,295 6,589,615 6,609,834 6,579,233
Earnings (lossper share:
Basic $ 0.09 $ 0.05 $ (0.10 $ (0.11)
Diluted $ 0.08 $ 0.05 $ (0.10) $ (0.11)

150,000 stock options grantedthe third quarter of 200fere antidilutive as atlune 302011 and 2010, and, therefore, they have not been incindbe
calculation ofdilutedsharesn theabove table. In February 2011166,66 7commonsharesvereissuedas contingent consideration as part of the acquisition of
the Precision Craft companies and are held in an escrow account. In the three month period ended June 30, 2011, tr&heoatargetilutive and they

have been included in the calculation of diluted shares. In the six month period ended June 30, 2011, the contingenastidilesiee and they have been
excluded in the calculation of diluted shares.

7. Property, plant and equipment

As at As at
June 3Q 2011 December 31, 2010

Carrying amounts of:

Freehold land $ 5,147 $ 5,160
Buildings 17,557 17,708
Plant and equipment 13,215 13,154
Equipment under finance lease 512 469
Assets under construction 714 52

$ 37,145 $ 36,543
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Equipment
Plant and under finance Assets under

Cost Freehold land Buildings equipment lease construction Total
Balance at January 1, 2010 $ 5,185 $ 24,775 $ 31,415 $ 610 $ 539 $ 62,524
Additions - 6 9 258 1,554 1,827
Disposalof PP&E assts - (2 (904) (105) - (1,011)
Transfer between asset groups - 1,853 182 6 (2,041) -
Effect of foreign currency exchange

differences (25) (116) (80) (2) - (223)
Balance at December 31, 2010 5,160 26,516 30,622 767 52 63,117
Additions - 60 33 172 764 1,029
Disposéof PP&E assets - - (412) (63) - (475)
Acquisition through business
combination(Note 20) - 301 959 - - 1,260
Transfer between asset groups - - 102 - (102) -
Effect of foreign currency exchange

differences (13) (69) (69) (2) - (153)
Balance atJune 3Q 2011 $ 5,147 $ 26,808 $ 31,235 $ 874 $ 714 $ 64,778

Equipment
Plant and under finance Assets under

Accumulated Depreciation Freehold land Buildings equipment lease construction Total
Balance at January 1, 2010 $ - $ 7,884 $ 16,79 $ 141 $ - $ 24,822
Depreciation expense - 1,022 1,726 217 - 2,965
Eliminated on disposal ®?#P&E assets - (2) (904) (57) - (963)
Effect of foreign currency exchange

differences - (96) (15)) 3) - (250)
Balance at December 31, 2010 - 8,808 17,468 298 - 26,574
Depreciation expense - 457 921 111 - 1,489
Eliminated on disposal ¢?P&Eassets . . (341) (47) . (388)
Effect of foreign currency exchange

differences - (14) (28) - - (42)
Balance atJune 3Q 2011 $ - $ 9,251 $ 18,020 $ 362 $ - $ 27633

Depreciation commences when assets are available for use. Depreciation expense for the three and six month periods endec
June 30, 2011, in the amounts of $650 and $1,284 (28499 and $1,187), respectively, is included in cost of sales, with
amourts of $86 and $205 (20134101 and $197), respectively, included in selling and administrative expenses.
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8. Intangible assets

As at As at
June 30 2011 December 31, 201C

Carrying amounts of:

Patents $ 44 $ 46
Product development costs 26 41
Softwae 362 63
Registered trade name 912 -
Order backlog 114 -
Non-compete agreement 27 -
$ 1,485 $ 150
Product Registered Non-
development trade Order compete
Cost Patents costs  Software names backlog agreement Total
Balance at January 1, 2010 $70 $ 915 $ 1,825 $ - $ - $ - $ 2,80
Additions - - 68 - - - 68
Disposalof intangible assets - - - - - - -
Effect of foreign currency exchange - (23 (11) - - - (34)
Balance at December 31, 2010 70 892 1,882 - - - 2,844
Additions - - 61 - - - 61
Acquisitions through business
combinationgNote 20) - - 297 934 147 28 1,406
Disposalof intangible assets - - - - - - -
Effect of foreign currency exchange - () (13) (22) 3) (1) (46)
Balance atJune 3Q 2011 $ 70 $ 885 $ 2,227 $ 912 $ 144 $ 27 $ 4,265
Product Registered Non-
development trade Order compete
Accumulated Amortization Patents costs  Software names backlog agreement Total
Balance at January 1, 2010 $ 20 $ 783 $ 1,762 $ - $ - $ - $ 2,565
Amortization expense 4 122 60 - - - 186
Eliminated on disposal adfitangible
assets - - - - - - -
Effect of foreign currency exchange - (54) (3) - - - (57)
Balance at December 31, 2010 24 851 1,819 - - - 2,694
Amortization expense 2 13 47 - 30 - 92
Eliminated on disposal adfitangible
assés - - - - - - -
Effect of foreign currency exchange - (5) (1) - - - (6)
Balance atJune 3Q 2011 $ 26 $ 859 $ 1,865 $ - $ 30 $ - $ 2,780

Amortization expense for the three and six month periods ended June 30, 2011, in the amounts of $3@aha-&P3 and
$63), respectively, is included in cost of goods sold, with amounts of $37 and $45 @®.and $40), respectively, included
in selling and administrative expenses.
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9. Goodwill
As at As at
June 30 2011  December 31, 201(
Cost $ 580 $ 580
Accumulated impairment losses - -
Balance at beginning of period 580 580
Additional amounts recognized from business combinations occurring ¢
the periodNote 20) 1,121 -
Effect of foreign currency exchange differences (29 -
Balance at end ofperiod $ 1,672 $ 580

10. Inventories

As at As at
June 3Q 2011 December 31, 201(

Raw materials $ 4,792 $ 3,323
Work in progress 1,747 1,293
Finished goods 3,898 2,360
$ 10,437 $ 6,976

The cost of inventories recognizedaast of salesluring the three and six month periods ended June 30, 2044$14,879 and
$26,836(2010- $13,064 and $21,7},7respectively

The cost of inventories recognized as cost of sales during the three and six month periods ended Junevad $2@214and $58
(2010- $85 and $133),respectively, in respect of wdtavns of inventory to net realizable value. There were no reversals of
any cost to net realizable writtowns in the three and six month periods ended June 30, 2011 d@nhd 201

Inventories held by the Corporath 6 s subsi di aries in both Canada and the U
each countryrespectivelyin support of theevolvingcredit facilities.

11.Trade receivables

11.1 Current trade receivables

As at As at
Aging profile June 30,2011  December3l, 2010
Current and past due for less than 30 days $ 9,492 $ 4,912
Past due for between 31and 90 days 3,574 1,875
Past due for 91 days or longer 452 545
Total grosscurrenttrade receivables 13,518 7,332
Allowance for doubtful accounts (669) (548)
Current trade receivables, net $ 12,849 $ 6,784
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11.2 Long-term trade receivables

As at As at
June 30,2011 December 312010
Total long-termtrade receivables $ 385 $ 77

! The Corporation is a material supplier to several contracts subject to ¢kadbat will be released upon fulfillment of the contracts.
Trade receivables held by the Corporation6s s uithwithidankar i e
in each countryn support ofrevolvingcredit facilities.
Seenotel. 1 for discussion of the Corporationds credit risk
11.3 Change in allowance for doubtful accounts
A reconciliation of the beginning and ending carrying amounts of the Corpdratitbonwance for doubtful accounts is as

follows:
Three month period Six month period Twelve month
endedJune 30 endedJune 30 period ended
2011 2010 2011 2010 December 31, 201(
Balance at beginning of period $ (616) $ (518) $ (548) $ (4749 $ (474)
(Additional amounts provided for) / unused
amounts reversed during the joer (53) (48) (121) (100) (85)
Trade receivables written off during the per - - - 8 11
Balance at end of period $ (669) $ (566) $ (669) $ (566) $ (548)
12.Sharecapital
12.1 Authorized
The Corporationds authorized share capital represent s:

(@) An unlimited number of voting common shares without nominal or par value.

(b) An unlimited number of preferred shares without nominal or par value, issuable in series at the discretion of the
directors of the Corporation of which none are outstanding.

12.2 Share Options

Noshare options were granted under the Corporationds st
2011 and 2010 and the twelve month period ended December 31, 2010. In the three month period ended June 30, 2010
50,000 share options weeexercised at a strike price of $5.30 per option or $265 aggregate price. The market price of
PFB6s common shares at the date of exercise was $6. 27

12.3 Dividends

During the three and six month per i odrectoredeclaged regularne 30,
quarterly dividends of $0.06 (201080.06) per common share which were paid in the months of February and May.

12.4 Normal Course Issuer Bid

In September 2010, the Corporation obtained approval from The Toronto Stock Exchangevtitsr&ormal Course

Issuer Bid program for a 3onth period which commenced on September 3, 2010 and ends no later than September 2,
2011. The renewal allows the Corporation to purchase, no later than September 2, 2011, up to a maximum of 330,936 of
common shares representing 5% of the Corporationés 6, ¢
2010, subject to daily maximum purchases of 1,000 common shares. The Corporation will purchase from time to time its
common shares at matkarices by means of open market transactions on The Toronto Stock Exchange.
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In the three month period ended June 30, 2011, the Corporation purchased and cancelled 5,550/ 2018 common

shares under the normal course issuer bid for an agggzef $84 (2010- $nil), of which $16 (2010 $nil) was

charged to retained earnings as premium on redemption of the common shares. In the six month period ended June 30,
2011, the Corporation purchased and cancelled 7,250 {206i)0of its common shas under the normal course issuer bid

for an aggregate price of $42010- $nil), of which $22 (2010 $nil) was charged to retained earnings as premium on
redemption of the common shares.

13. Operating credit facilities

The Corpor at i on 6ashassrevolging demand gredit facilivgth anraagbr Canadian bantith a maximum
approved limitof $8,000 DPecember 31, 2010$8,000). The revolving credit facility is secured by a first ranking security interest
in tradereceivable and inventories athe Canadian subsidiaryhe interest rate oine Canadiamevolving credit facilityis the
Canadi an bank 0 5%.phere ismeo stanaltiy e gsdociased With the facility. As at June 30, 2011, the revolving
credit facility of $8,000vas drawn dwn by an amount of $980 whereas aBetember 31, 201the facilitywas unused. The
subsidiaryis subject to certain covenants ttve credit facilities, one of which is a financial covenant to maintain a Fixed Charge
Coverage of not less than 1.25The covenantwasin complianceatJune 30, 2011, aridecember 31 201®FB Corporation has
provided a guarantee and postponement of claim to the bank in the amount of $10,000 (December $10200@).

The Corporationés s weholingdredit fagility with a U.B.dank) 8hase paxest campany is a major
Canadian bank. The maximum borrowing limitder the facility i2JSD $1,500The actual borrowing limit is determined by
eligible tradereceivable and inventories as defined by the bafke interest rate on bank indebtedness under the facility is
subject to a minimum interest rate of 4.0% and, ifthen k 6 s p r i me excezds d.0% thalater Gate Yib 196 in effect.
As atJune 30, 2011, and December 2@0, the revolving crdit facility in the USAwas unused. The revolving credit facility
has a standby fee per monthich is ofminimal value.

14.Long-term debt

As atJune 30, 2011he total aggregate principal amosiotitstanding on h e  C o r gnanresotvingocredit faciliy with a
major Canadian bankas$7,455 (2010 $8,11). At that date, the unused portion of the mewolvingfacility was$4,254 (2010

- $4,213 and represented an approved limit of $4,300 less prinaipalints outstanding on capital leases financethdpank.
The Corporati on 6 s sufechtaodriaia covesanmtbitscratlit facilitizs, one of which is a financial covenant
to maintain a Fixed Charge Coverage of not thas 1.25:1. As alune 302011, and December 31, 201@e financial covenant
ratio was in compliance.

The Corpor at i ormdsateth$oan facilityowsth adli. Sabank, whose parent company is a major Canadian bank,
which is secured by manufacturing properties in Michigan, USAluaAe 302011, the outstanidg principal amount of the term
loan was USD$622 (2010° USD $713). The loan bears an interest ratdJo§. prime plus 0.25%T he Corporatioprovided a
guarantee and postponement of claim to the U.S. bank makanum amount of USD $1,050.
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During thethree and six month periods ended June 30, 204 capital lease agreements in the total amoupb®f2010 - $78
and $1722010- $153, respectivelywere entereéhto by the Corporatiohs s ubsi di ar i leoosgtefrodebt aut o mo
commitments aat June 30, 2011, and December 31, 2010, were as follows:

Date of Interest As at As at
loan Interest rate term June 3Q 2011 December 31, 201C
Payable in Canadian dollar
Term loan Dec 24/09 3.10% 5 years $ 644 $ 679
Term loan Mar 30/10 3.10% 5 years 665 701
Term loan Jun 25/08 6.05% 5 years 4,364 4,545
Term loan Sep 30/08 5.50% 5 years 1,782 1,855
Finance leases Various 4.40% to 6.60% 3 to 5 years 438 402
Payable in U.S. dollars
Term loan Renewed
Apr 28/08 Prime +0.25% 5 years 622 676
Finance leases Various 3.70% to 7.50% 3 to 5 years 20 25
8,535 8,883
Less: Current portion (933) (948)
Long-term portion $ 7,602 $ 7,935

All figures in the above table are stated in Canadian dollars.

Estimated longerm debt repaymenthrough to maturity are set out in the table below:

Current within 12 months $ 933
Due within 12 to 24 months 892
Due within 25 to 36 months 5,874
Due within 37 to 48 months 128
Due after 48 months 708
Total $ 8,535

15. Defined benefits plan

The Cormration has a defined benefits pension plan for specific Ortased employees who are members of the United Steel,
Paper and Forestry, Rubber, Manufacturing, Energy, Allied Industrial and Service Workers Internationh timéothree and

six month griods ended June 30, 2011, the aggregate of current service costs and special payments were $25 and $57 (2010
$31 and $60), respectively, which were expensed in cost of sales.

16.Related party transactions

All related party transactions are constitutethia ordinary course of business and they have been measured at the agreed to
exchange amounts which approximate fair value. All transactions with related parties have been approved by the board of
directors.

Details of transactions between the Corporaéind other related parties are disclosed below.
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16.1 Trading transactions

During thethree and six month periods ended June 30, 2011 and 201Moiheratio® s s u b sntekd imta thee s

following trading transactions with related parties:

Three month peiod Six month period

endedJune 30 endedJune 30
Nature of transactions 2011 2010 2011 2010
Aeonian Capital Corporation Management services $ 50 $ 50 $ 100 $ 100
McCarthy Tetrault LLP Legal services - 33 - 40

William H. Smith Professional

Corpaation Legal services 7 - 18 -
Baker Investments LLC Stipend and travel expense 32 26 59 54
$ 89 $ 109 $ 177 $ 194

The followingrelated partypalances were outstanding at the end of the reporting geriod

Amounts owedby related parties

Amounts owed to related parties

As at As at December

As at As at December

June 30 2011 31,2010 June 30 2011 31,2010

Aeonian Capital Corporation $ - $ - $ - $ -

McCarthy Tetrault LLP - - - -
William H. SmithProfessional

Corporation - - - 26

Baker Investmen{d LC - - 3 9

$ - $ - $3 $ 35

17.Financial instruments and financial risk management

The Corporation, through its financial assets and liabilitiesxp®sed to a variety of risks that may affect the fair value of its

financial ingruments with each carrying varying degrees of significance which could #fée€Corporatioa s

its strategic objectives of growing its operations and increasing shareholder returns.

A summary of the classifications and carrying valofnancial instruments held kire Corporatioras atlune 30, 2011,

December 31, 201@re stated in the following table:
As atJune 3Q 2011

As at December 31, 2010

Carrying
Value Fair Value Carrying Value Fair Value

Financial assets
FVTPL:

Cashand cash equivalents $ - $ - $ 9,701 $ 9,701
Financial liabilities
FVTPL:

Bank indebtedness 517 517 - -

Contingent consideration 983 983 - -

ability
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The fair value of cashnd cash equivalents and bank indebtedappsoimate their carrying value due to the shiantm maturity
of those instrument€ontingent consideration is markésmarket at each period erithere have been no changes in accounting
policies in the current year.

The followingfair value hierarchy pridtizes the inputs to valuation techniques used to measure fairofdinancial
instruments classified as FVTPThe three levels of the fair value hierarchy are described below:

Level 1: Fair values based on unadjusted quoted prices in active mankétme accessible at the measurement date for
identical assets or liabilities.

Level 2: Fair values based on quoted prices in markets that are not active or model inputs that are observable either directly
or indirectly for substantially the full term tiie asset or liability.

Level 3: Fair values based on prices or valuation techniques that require inputs that are both unobservable and significant t
the overall fair value measurement.

The following table presents tloerporatiod s f ai r v fof thoge assétseanddiabititiesymeasured at fair value on a
recurring basis as dune 30, 2011, and December 31, 2010

Total Level 1 Level 2 Level 3
FVTPL
Financial assets
Cash and cash equivalents
June 30, 2011 $ - $ - - -
DecembeRl, 2010 9,701 9,701 - -

Financial liabilities:
Bank indebtedness
June 30, 2011 517 517 - -
December 31, 2010 - - - -
Contingent consideration
June 30, 2011 983 983 - -
December 31, 2010 - - - -

17.1 Credit risk

Credit risk is defined a$e risk that one party to a financial instrument will cause a financial loss for the other party by
failing to discharge its obligation.

The Cor pexposute toeradd ssk is associated with accounts receivable and the potential risk that a existomer

be unable to pay amounts due. Allowances for doubtful accounts and bad debts are estimated and maintained as at the
balance sheet date. The amounts reported for accounts receivables in the balance sheet are net of allowances for doubt
accounts antlad debts and the net carrying value repredettse C o r pmaxinam éxposudedo credit risk.

The Cor psobsididaries@novids trade credit to their customers in the normal course of businés and

Co r p o r aadit polieydssuniversally@dopted across all businesses. The policy requires the credit history of each new
customer to be closely examined before credit is granted, which may involve performing solvency tests if a particular
account is expected to become significant. It is not abpractice to require custométe provide collateral or security as

a condition of approving trade credit. The diversity df e C o r Eustoraet base art product offering combine to
minimize overall exposures to credit risks.

Customers orderingighly-customized manufactured products, usually involving detailed design work, are required to
make advance payments at various predefined stagesatd#s contract. All payments received in advance are reported as
customer deposits under the currerbility section of the balance sheet. Final contract balances are typically required to
be paid in full before products are shipped.

Management diligently reviews past due accounts receivable balances on a weekly basis to monitor potential credit risks
Accounts are considered for impairment on a ¢gsease basis when they are past due or when objective evidence is
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received that a customer may default. A number of factors are considered in determining the likelihood of impairment. Al
bad debt writeoffs and changes in the doubtful accounts receivable reserve are expensed or credited, as applicable, to se
and marketing expensesprofit and loss

PFB believes that credit risk associated with its accounts receivable is limited for the following:reasons

(i) Accounts receivable balances are spread amongst a broad customer base which is dispersed across a wide geograp
range.

(i) The ageing profile of accounts receivables balances are systematically monitored by management.

(i) Larger customers are offered a disebaf 1% off invoice value if full payment is received by an agreed date in the
month following the month of sale.

(iv) Payments for highhzcustomized orders are received in advance of products being shipped.

vy PFB6s | argest i ndi vi drailiagannoalsaes represents lesd than 8% ohfotal ecthsollnated
sales revenues.

In the three and six month periods ended June 30, 2011, sales to a single external customer accbiu8édsfiod 16.7%
(20107 1.9% and 1.2% respectivelypof total consolidated sales for the period.

The credit risk on cash balances is limited because the counterparties are large commercial banks in Canada and the Ut
States.

Interest collected from customers on payment of past due accounts receivable balankcekediminvestmenincome in
the Consolidated Statement of Operations and Comprehensive Income.

17.2 Foreign currency risk

Currency risk is defined as the risk that the fair value or future cash flows of a financial instrument will fluctuate becaus
of changesn foreign exchange rates.

The Corporatiomperates in both Canada and the United States of America and is exposed to foreign exchange risks
arising from changes in foreign exchange rates between the two countries. At the presém tGogyoratiorhasa net

exposure to the United States dollar, as the prices of most raw material supplies used in its businesses are denominated
U.S. dollars. Raw material supplies which are denominated in U.S. dollars are usually paid within thirty days or less of
recaving the actual deliveries, which is consistent with industry practices.

The following tables detail the Corporationds exposur
sensitivity analysis to changes in foreign exchange rates.

Period ended June 30, 201 Period ended June 30, 201(

Effect on Effect on

after tax after tax

Change in income Change in income

UsD currency (loss) uUsD currency (loss)

Net monetary assets $ 1,753 5.0% $ 88 $ 852 5.0% $ 43
Net monetary liabiliges 2,720 5.0% 136 1,638 5.0% 82

Periodically, management may commit to entering into foreign exchange contracts to attempt to protect earnings against
relatively shortterm fluctuation in exchange rates. In such cases, management attempts to make jofdgamaents in

entering such transactions but there is a possibility that markets may not respond in ways predicted. To the #dent that
Corporationdoes not fully hedge its foreign currency exposure and exchange rate tlekQorporatiod s s ariesare d i
not able or do not raise their selling prices accordingly when exchange rates are moving in an unfavourable direction, the
profitability of the business could be adversely affectde Corporatiomdoes not enter into currency driven derivative
financial instruments for speculative purpogesatJune 30, 2011 and 20ibe Corporatiordid not hold any foreign

exchange contracts.
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17.3 Interest rate risk

Interest rate risk is defined as the risk that the fair value or future cash flows of a fiimestoishent will fluctuate
because of change in market interest rates.

The Corporationsgs exposed to interest rate risk oaraallportion of its longterm debttommitmentsand it does not
currently hold any financial instruments to mitigate those riskmdgement believes that the potential adverse impact of
interest rate fluctuations on the current level of borrowings exposed to interest rate risk will not be significandrintoelati
its expected future earnings.

As atJune 30, 2011, the Corporatibas in place a combination of revolving and wexolving credit facilitieswvith banks

in Canada and the US/ Canada, as at June 30, 2011, $980 efvalvingcredit facility limit of $8,000was used
(December 31, 2010%$8,000 limit unused). In the USA, revolvingcredit facility limit of USD $1,50Q(subject to eligible
account receivables and inventory) was unused as at June 3qP@&gEmber 31, 2010USD $1,500unused. See Note

12. As at June 30, 2011he unused portion of the n@avolving credi facility with a Canadian bank wé&gl,254

(December 312010- $4,230) which represents an approved limit of $4,300 less amounts outstanding on capital leases
which are financed by th@anadian banksee Note 13)

17.4 Liquidity risk

Liquidity risk is definedas the risk that an entity will encounter difficulty in meeting obligations associated with financial

liabilities.
The Corporationébés objective is to mai notthatitncandaso bnlyatiare n t
abnormally lgh costAccordingly, me of managementdds primary goals is to

actively managing assets, liabilities and cash flgeiserated from operations. The Corporalien f ut ur e st r at
financed through a combinati of cash flowgieneratedy operations, borrowing under existing credit facilities, and the
issuance of equity. Management prepares regular budgets and cash flow forecasts to help predict future changes in
liquidity. Based orthe Corporatio s a g fjquié apsets as compared to its liabilities and commitments, management
assessethe Corporatiod s | i qui dity risk to be | ow.

The Corporation has financial liabilities with the following maturities

Current Duewithin  Due within  Due within
less than 12 12 to 24 25 to 36 37t048 Due after

As at June 30, 2011 Total months months months months 48 months
Bank indebtedness $ 517 $ 517 $ - $ - $ - $ -
Tradeand otheipayables 8,285 8,285 - - - -
Long term debt 8,535 933 892 5,874 128 708
Total $ 17,337 $ 9,735 $ 892 $ 5,874 $ 128 $ 708

As at December 31, 2010

Tradeand othepayables $ 6,137 $ 6,137 $ - $ - $ - $ -
Long term debt 8,883 948 894 5,681 242 1,118
Total $ 15,020 $ 7,085 $ 894 $ 5,681 $ 242 $ 1,118

18.Managenent of Capital

The primary objective ahe Corporatiorwhen managing its capital is to produce a targeted rate of return while safeguarding
corporate assets and ensuring tborato® s abi |l ity to continue as atheCorporatod s o nc
current capital struct ur-termdebteTheschradficeGopdraiicrss @ ae@q uw iatl y malnwag e
is the successful management of cash.
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The Corporati on 6 slune 20g01%aadDecenbeBd,2@1Qisasouthned inattte following table:

June 30 2011 December 31, 201C
Long-term debt $ 8,535 $ 8,883
Sharehol dersé equity 42,057 43,531

Total capital structure $ 50,592 $ 52,414

The Corporation considers the amount of capital it reguiim proportion to the associated risks. Adjustments may be made to the
Corporationds capital structure in light of changets.Then e
capital structure can be maintained or adjusteal variety of ways as circumstances may change, including: adjusting the amount
of dividends paid to shareholders; purchasing shares for cancellation (Normal Course Issuer Bid); issuing new shares; and
increasing or repaying lorAgrm debt.

The Corporatia pursues its capital management objectives by prudently managing the capital generated through internal growt
of its operations, optimizing the use of lower cost capital when required, and raising share capital, when deemed afipropriate
fund significant strategic growth initiatives.

The Corporationés Canadian subsidiary is subject ovemantc er t
to maintain a Fixed Charge Coverage of not less than 1.25:1. Fixed Charge Coveragedsadedtie ratio of EBITDA (profit

from continuing operations, excluding extraordinary gains or losses, plus interest expense and income taxes accrued during th
period, plus depreciation and amortization expenses deducted in the period) plus paymewoisanatieg leases less cash

income taxes and unfunded capital expenditures to fixed charges. Fixed charges are defined as the total of interest expense,
scheduled principal payments in respect of funded debt, payments under operating leases, anddistrjmratas. The

Corporation has also provided a guarantee and postponement of claim to support certain facilities of subsidiaries. atienCorpor
monitors compliance with its covenant ratio on a quarterly basis and reports any exceptions to it Bowacotbors. As at June

30, 2011, and December 31, 2010, the financial covenant ratio was in compliance.

19. Supplementary cash flow information

19.1 Changes in noncash working capital inclusive of the Precision Craft acquisition

Three month period
endedJune 3

Six month period
endedJune 30

Decrease (increase) in: 2011 2010 2011 2010
Trade receivables $ (2,751) $ (2,271) $ (5,374) $ (2,625)
Inventories (1,148) (879) (3,222) (2,598)
Income taxes receivable 72 183 (179) (224)
Prepaid expenses 198 32 207 (10)
Trade and other payables 1,551 473 1,693 (1,229)
Deferred revenue 368 210 323 543
$ (1,710) $ (2,252) $ (6,552) $ (6,143)

19.2 Cash flows for interest and taxes

Three month period
endedJune 30

Six month period
endedJune 30

2011 2010 2011 2010
Cash interest paid (257) $ (127) (381) $ (260)
Cash interest received 14 6 27 24
Incometaxes paid (82) (72) (179) (218)
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19.3 Non-cash transactions excluded from the condensed consolidated statement of cash flows

Three month period Six month period
endedJune 30 endedJune 30
2011 2010 2011 2010
Property, plant and equipment acquired and
financed by finance leases $ 58 $ 61 $ 172 $ 153

20.Business combinations
20.1 Subsidiaries acquired

Proportion of

Names of acquired Date of voting equity  Consideration
companies Principal activities acquisition interest acquired transferred
Precision Cratft, Inc. Desigrs, manufactureand February 1, 201 100% $ 3,445

Mountain Architects, Inc. t?UiL?S%'XUW |ﬁ9 and
PC Design Build, Inc. timber frame homes

(collectively called the
Precision Craft group)

The Precision Craft Group was acquired to expghedCorporatiob s di st ri buti on channel s t}
(USA) for its insulating building products and to integrate a successful business antngarkelel into existing

operations in the USA. The date of acquisition of February 1, 2011, is the date that the Corporation obtained 100% contr
of the Precision Craft group.

Historically, the Precision Craft group has experienced similar seasondlitygar ns t o t hat of t he (
businesses. During the three month period ended June 30, 2011 sales of $882 and a loss of $114 was reported by the
Precision Craft group. In the five month period since the date of acquisition, sales of $d47®ss of $231 was

reported by the Precision Craft group. These amounts are included in the condensed consolidated statement of
comprehensive income (loss) in the current reporting periods.

20.2 Consideration transferred and goodwill arising on acquisition

Precision Craft Group

Cash $ 2,477
Contingent consideration 968
Total 3,445
Less: fair value of identifiable net assets acquired (2,329
Goodwill arising on acquisition $ 1,121

! Under a contingent consideration agreement, the Corporatioad 166,667 common shares which are held in an escrow aitcbargleased in
accordance with the terms of an eatrt agreement with the vendor. The eaut agreement hasmaaximumtime horizon of five years and
management expexthe earrout provisons to be achieved. At the effective date of acquisition, the common sharestheldsorow account had a
fair value of $5.81 per share ($968). Contingent consideration is mtrkedrket on a periodic basis based on the market price of the Corpodato
shares.

Acquisition costs in the amount $80 have been expensed in selling and administrative expenses in the six month period
ended June 30, 2011.
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20.3 Assets acquired and liabilities recognized at the date of acquisition

Precision Craft Group

Current assets

Cash and cash equivalents $ 414

Trade receivables 494

Inventories 467
Non-current assets

Property, plant and equipment 1,260

Intangible assets 1,406
Current liabilities

Trade and other payables (1,375)
Non-current liabilities

Deferred income tax liabilities (342)
Total $ 2,324

20.4 Net cash outflow on acquisition of subsidiaries

Precision Craft Group
Consideration paid in cash $ 2,477
Less: cash and cash equivalent balances acquired

(414)
$ 2,063

21.First time adoption of IFRS

The policies set out in tfleummary of Significant Accounting Policissction have been applied in preparinguhaudited
condensed consolidatéidancial statements for thteree and six month perioésdedJune 302011, the comparative

information presented in thesendensed consolidatéidancial statements for thiaree and six month periogésndedJune 30

201Q and in the preparation of an opening IFR&ance sheett January 1, 2010 (tt@or por at i ond3% Tr ansi t

In preparing lhiese unaudited condensed consolidéitexhcial statementghe Corporation applied the followiragptional
exemptions and mandatory exceptions from full retrospective application of IFRS.

21.1 Elected exemptions from full retrospective application
21.1.1 Property, plaat and equipment

IFRS 1 provideshe option to measuigoperty, plant and equipment at its fair value at the date of transition and
using those amounts as deemed cost or using the historical vaamifdARS would always have been applied
(retrospedtely). The Corporation haslectedto applythe historical valuatiorcost model foPP&E

21.1.2 Sharebased payments

IFRS 1 provides the option to not have to retrospectively restatelshsed payments for share options that were
issued after November 7, 2Dhat had vested or settled prior to January 1, 2010. The Corporation elected to not
restate sharbased payments which had vested before the transition date.

21.1.3 Business combinations

IFRS 1 provides the option to apply IFRB8siness Combinationmospetively from the transition date or from a
specific date prior to the transition date. The Corporation elected to not restate business combination recorded in
accordance with Canadian GAAP that took place prior to the transition date.
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21.1.4 Employee benefits

IFRS 1 permits a firdime adopter to recognize all cumulative actuarial gains and losses that existed at the
transition date in opening retained earnings for all employee benefit plans. The Corgwmat@éected to not

recognize cumulative actuarial gaiand losses up to the date of transitind torecognize gains and losses in

future years using the corridor approathe Corporatiotmas el ected to reset the #fc:
transition.

21.1.5 Cumulative translation differences

IFRS 1 ermits the cumulative translation gains and losses account to be reset to zero at the transition date. This
provides relief from determining cumulative transition differences in accordance with 1AS 21, from the date a
subsidiary was acquired. The Corpavathas elected to reset the cumulative translation gains and losses account to
zero at the transition date.

21.2 Mandatory exceptions to retrospective application
21.2.1 Estimates

IFRS-1 prohibits use of hindsight to create or revise previous estimates. The estimdeeander Canadian GAAP
are consistent with their application under IFRS.

21.3 Reconciliation of Canadian GAAP to IFRS

An explanation of how the transition fr ooonsGldated balarcen GA /
sheet financial performance(statement of comprehensive income (lossi) cash flows is set out in the following table
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As at January 1, 2010

As at June 30, 2010

As at December 31, 2010

Effect of
Canadian transition

Effect of

Canadian transition

Effect of

Canadian transition

GAAP  to IFRS IFRS GAAP  to IFRS IFRS GAAP  to IFRS IFRS
ASSETS
Current assets
Cash and cash equivalent $ 10,896 $- $ 10,896 $ 2,984 $- $ 2984 $ 9,701 $- $ 9701
Trade receivables 5,892 - 5,892 8,517 - 8,517 6,784 - 6,784
Inventories 6,257 - 6,257 8,855 - 8,855 6,976 - 6,976
Current taxes recoverable 276 - 276 1,037 - 1,037 167 - 167
Prepaid expenses 648 - 648 658 - 658 664 - 664
Deferred income tax asse 637 (637) - 367 (367) - 310 (310) -
Total current assets 24,606 (637) 23,969 22,418 (367) 22,051 24,602 (310) 24,292
Non-current assets
Long-term trade receivabli - - - - - - 77 - 77
Property, plant and
equipment 31,580 6,122 37,702 31,810 5,929 37,739 31,016 5,527 36,543
Intangible assets 260 (15) 245 163 (14) 149 167 a7) 150
Goodwill 5,887 (5,307) 580 5,887 (5,307) 580 5,887 (5,307) 580
Accrued benefit asset 475 (421) 54 475 (421) 54 538 (408) 130
Deferred income tax asse 444 636 1,080 708 (171) 537 573 - 573
Total non-current assets 38,646 1,015 39,661 39,043 16 39,059 38,258 (205) 38,053
Total assets $ 63,252 $ 378 $ 63,630 $ 61,461 $ (351) 61,110 $ 62,860 $ (515) $ 62,345
LIABILITIES
Current Liabilities
Trade and other payables $ 7,016 $- $ 7016 $ 5,787 $ - 5,787 $ 6,137 $ - $ 6,137
Deferred revenue 1,504 - 1,504 2,047 - 2,047 1,534 - 1,534
Current portion of long
term debt 919 - 919 958 - 958 948 - 948
Total current liabilities 9,439 - 9,439 8,792 - 8,792 8,619 - 8,619
Non-current liabilities
Long-term debt 8,744 - 8,744 8,375 - 8,375 7,935 - 7,935
Deferred income tax
liabilities 482 1,573 2,055 756 973 1,729 1,129 1,131 2,260
Total non-current liabilities 9,226 1,573 10,799 9,131 973 10,104 9,064 1,131 10,195
Total liabilities 18,665 1,573 20,238 17,923 973 18,896 17,683 1,131 18,814
EQUITY
Capital and reserves
Common shares 19,815 - 19,815 20,128 - 20,128 20,110 20,110
Contributed surplus 365 - 365 374 - 374 384 - 384
Foreign currency translatir
reserve - - - - (12) (12) - 45 45
Retained earnings 24,407 (1,195) 23,212 23,036 (1,312) 21,724 24,683 (1,691) 22,992
Sharehol der sé 44,587 (1,195) 43,392 43,538 (1,324) 42,214 45,177 (1,647) 43,531
Total liabilities and equity $ 63,252 $ 378 $ 63,630 $ 61,461 $ (351) 61,110 $ 62,860 $ (515) $ 62,345
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Three month periods ended Six month periods ended Twelve month period ended
June 30, 2010 June 30, 2010 December 31, 2010
Effect of Effect of Effect of
Canadian transition Canadian transition Canadian transition
GAAP to IFRS IFRS GAAP to IFRS IFRS GAAP  to IFRS IFRS
Sales $ 17,338 $ 1,229 $ 18,567 $ 28,309 $ 2,000 $ 30,309 $ 65,580 $ 4,382 $ 69,962
Cost of sales (13,351)  (1,340) (14,691) (22,195)  (2,228) (24,423) (48,716)  (4,822) (53,538)
Gross profit 3,987 (1112) 3,876 6,114 (228) 5,886 16,864 (440) 16,424
Selling and administrative
expenses (3,465) 31 (3,434) (6,688) 60  (6,628) (13,661) 68  (13,593)
Other @uins and (losses) (14) 131 117 (23) (13) (36) 3 (249) (246)
Operating income (loss) 508 51 559 (597) (181) (778) 3,206 (621) 2,585
Investment income 6 - 6 24 - 24 41 - 41
Finance cost (127) 1 (126) (259) - (259) (502) - (502)
Income (loss) befaoe taxes 387 52 439 (832) (181) (1,013) 2,745 (621) 2,124
Income taxes
(expense)/recovery (117) 32 (85) 249 65 314 (871) (124) (747)
Income (loss) for the period 270 84 354 (583) (116) (699) 1,874 (497) 1,377

Other comprehensive
income, net of inome tax

Exchange differences on
translating foreign
operations (net of tax
$nil) - (38) (38) - 12) 12) - 45 45

Total comprehensive (loss)
income for the period $ 270 $ 46 $ 316 $ (583) $ (130) $ (711) $ 1874 $ (452) $ 1,422

Earnings (loss) per share

$ per share
Basic $ 004 $001L $ 005 $ (0.09) $ (0.02) $ (0.11) $028 $(007) $021
Diluted $ 004 $001L $ 005 $ (0.09) $ (0.02) $ (0.11) $ 028 $(007) $021

21.4 Notes to the IFRS reconciliation tables above:
Consolidated Balance sheet as at January 1, 2010:
(&) Adjustment to PP&E

Under IAS 16Property, plant and equipmemnhen a fixed asset consists of an number of individual components for
which different depreciation methodsrates are appropriate, each component is accounted for separately. The major
assets making up the asset classes of buildings and machinery and equipment were componentized and the expectt
lives of individual assets and components were revised. Thgeharere applied retrospectively to the date of
acquisition of each asset and/or component which resulted in lower accumulated depreciation expense under IFRS
than was reported under Canadian GAAP. As a result of these changes, the effect on traffSRBrasoat January 1,
2010, resulted in an increase of $6,387 in the carrying amount of property, plant and equipment.

Upon adopting IAS 2The effects of changes in foreign exchatige carrying amounts of PP&E held in the
Corporationdansfomeitdqheriopdmuatcito onal currency of U. S.
functional currency of Canadian dollars at the closing exchange rate as of January 1, 2010. Under Canadian GAAP,
PP&E cost and accumulated depreciation held in foreigratipas was translated to Canadian dollars at historical
exchange rates. As a result of these changes, the carrying amount of PP&E was reduced by $265.

The net change to the carrying amount of PP&E on transition to IFRS was an increase of $6,122 $63P5
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(b) Adjustment to intangible assets

(©)

(d)

()

()

Upon adopting IAS 2The effects of changes in foreign exchatige carrying amounts of intangible assets held in

the Corporationés foreign operations id ttdhhetihhe fQorcpd
functional currency of Canadian dollars at the closing exchange rate as of January 1, 2010. Under Canadian GAAP,
intangible assets cost and accumulated amortization held in foreign operations was translated at historical exchange
rates. As a result of these changes, the carrying amount of intangible assets was reduced by $15.

Adjustment to goodwill

Under Canadian GAAP, the Corporation was considered to be drftdlyrated operation consisting of a single
reporting unit. Therefore,apdwill was allocated over the single reporting unit. IFRS introduced the concept of cash
generating units (CGU). Management concluded that, under IFRS, the Corporation had two groups of identifiable
assets that generate cash inflows which are largelpémtkent of the cash flows from each other. Accordingly,
goodwill was allocated to each CGU, as appropriate. IABr@@&irment of assetequires the assessment of
impairment be based on discounted future cash flows.

As at the date of transition, itwasdet mi ned t hat goodwi | | all ocated to on
accordingly, the carrying amount of goodwill was reduced by $5,307 to reflect the impairment loss.

Adjustment to accrued benefit asset

The Corporation has a defined benefits penplan for certain of its employees in Ontario, Canada. Under IFRS 1,

the Corporation elected not to recognize cumulative actuarial gains and losses up to the date of transition. It elected
reset the corridor to zero as at the date of transition. Gathbases podtansition date are recognized using the

corridor approach. As at the date of transition the carrying amount of the accrued benefit asset of $475 under Canad
GAAP reduced to $54 under IFRS. The effect of transition also creates a dedgriiability.

Adjustment to deferred tax asset and liability

Under IFRS, deferred income tax balances are classified asunamt, irrespective of the classification of the assets
or liabilities to which they relate to or the expected timing of ralekthe temporary differences. Under Canadian
GAAP, deferred income taxes balances relating to current assets or current liabilities must be classified as current.

The adjustments to the change in carrying values of PP&E and accrued benefit assailasfanansitioning to

IFRS created temporary difference for tax. Accordingly, deferred tax liability was adjusted by a net $1,574 attributed
to the temporary differences, $1,682 deferred tax liability on the PP&E adjustment and a $108 deferredoiax asset
the accrued benefit asset adjustment.

Adjustment to opening retained earnings

Upon transition to IFRS, the offset to the aggregate balance sheet adjustments in the amount of $1,195 was a reduc
in retained earnings as at January 1, 2010. A sumnfidig @djustments was as follows:

Balance sheet account Nature of adjustment
PP&E Change in accumulated depreciation $ 6,387
Foreign exchange revaluation of NBV held in foreign operatio (265)
Intangible assets Foreign exchange revaluation of NB¥Id in foreign operations (15)
Goodwill Impairment loss (5,307)
Accrued benefit asset Change in accrued benefit asset (421)
Deferred tax liability Temporary differences on PP&E adjustment (1,682)
Temporary differences on accrued benefit asset imoun 108
Opening retained earnings $ (1,195)
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Consolidated statement of comprehensive income (loss) aslane 3Q 2010 three and six month period3:
(a) Adjustment to sales and cost of sales

Under Canadian GAAP, sales were reported net of freight eepedsder IFRS, freight expenses are included in cost

of sales. Freight expenses in the three and six month periods ended June 30, 2010, were $1,229 and $2,000 (Decer
31, 2010 $4,382), respectively. The effect of the reclassification increased Hethasal cost of sales in the three

and six month periods by $1,229 and $2,000 (December 31 ,-Z882), respectively.

(b) Adjustment to cost of sales

Under Canadian GAAP, as at January 1, 2010, two major asset classes of PP&E (buildings, machinenyraadtequi
were componentized and the depreciation method changed from declining balance method ttirstraight

Depreciation expense in subsequent periods was based on straight line depreciation using components in those clas
established under IFRS arelating estimated useful lives.

Accordingly, depreciation expenses in the three and six month periods ended June 30, 2010, was $111 and $228
respectively, (December 31, 2018440) higher than under Canadian GAAP.

(c) Adjustment to other gains and losses

Uder Canadian GAAP, the translation of the Corporat.
performed in accordance with the temporal method in which monetary assets and liabilities were translated using
current exchange rates and nopretary assets and liabilities translated using historical rates. The resulting

translation effect was recorded in profit or loss under Canadian GAAP.

Under | FRS, al |l assets and |iabilities heleaehuity,aret he (
translated using the current exchange rate. Under |F
operations is all reported in other comprehensive income. Accordingly, the translation change effect in the three and
six month periodended June 30, 2010, resulted in other gains and (losses) and other comprehensive income being
$103 and $44 higher, respectively, (December 31, 2&182 higher) under IFRS than under Canadian GAAP.

Under IFRS, sharbased payment expense has beengsifiad from selling and administrative expenses to other
gains and losses. The result of the reclassification in the three and six month periods ended June 30, 2010 was an
increase to other gains and (lossefs$29 and $5;/respectivelyand a decreade selling and administrative expenses

of the same amount. The effect of the change in the twelve month period ending December 31, 2010 was $67.

(d) Adjustment to income tax recovery

The adjustment to depreciation expense noted in (b) above results in aggnaiiderence for taxation. In the three
and six month periods ended June 30, 2010, the tax recovery was $32 and $65 higher, respectively, (December 31,
2010- $124 higher) under IFRS than under Canadian GAAP.

Consolidated statement of cash flows for théhree and six month periodsendedJune 3Q 2010:

There have not been any material changes to the statement of cash flows as at June 30, 2010 as a result of
implementing IFRS. Cash flows from operating, investing and financing activities are not matififialnt under
IFRS as compared to under Canadian GAAP.
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