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9. FINANCIAL INSTRUMENTS

PFB is exposed to a variety of risks that may affect the fair value of its financial instruments with each
carrying varying degrees of significance which could affect PFB's ability to achieve its strategic objectives
of growing its operations and increasing shareholder refurns.

A summary of the classifications and carrying values of financial instruments held by PFB as at June 30,
2009, and December 31, 2008, are stated in the following table:

June 30, 2009 December 31, 2008
Book Value  Fair Value Book Value Fair Value

Financial assets
Held for trading:

Cash $ 4,394 $ 4,394 $ 3,863 $ 3,863
Loans and receivables:

Accounts receivable 9,877 9,877 7,891 7,891
Financial liabilities
Other liabilities held for frading:

Accounts payable and accrued liabilities $ 7,264 $ 7,264 $6,410 $ 6,410
Other financial liabilities:

Long-term debt (total) 9,628 9,568 10,206 9,910

The fair value of cash, accounts receivable, and accounts payable and accrued liabiliies approximate
their carrying value due to the shortterm maturity of those instruments. The fair value of fixed interest rate
longterm debt has been determined by comparing the floating interest rate that PFB could obtain in the
market for debt with similar ferms to its fixedrate debt. The fair value of longterm debt with variable
interest rates does not differ significantly from its carrying value as the interest rate is subject to market
fluctuations. There have been no changes in accounting policies in the current year.

PFB has a defined benefits plan for specific Ontariobased employees who are members of the United
Steel, Paper and Forestry, Rubber, Manufacturing, Energy, Allied Industrial and Service Workers
Infernational Union. The latest actuarial valuation was completed on March 31, 2009, and the valuation
identified the following results as compared to the valuation results completed on March 31, 2008:

2009 2008
Basis of Funding Surplus (Deficit) Surplus (Deficit)
Going-concem $(119) $ (66)
Solvency 1 (45)
Wind-up (467) (366)

The principal risks associated with financial instruments, to which PFB is exposed, along with ifs risk
management policies are described below:

(a) Credit Risk
Credit risk is defined as the risk that one party to a financial instrument will cause a financial loss for
the other party by failing to discharge its obligation.

PFB’s exposure to credit risk is associated with accounts receivable and the potfential risk that a
customer will 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 doubiful accounts and bad debts and the
net carrying value represents PFB's maximum exposure to credit risk.
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PFB's subsidiaries provide trade credit to their customers in the normal course of business and PFB's
credit policy is universally adopted 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 normal pracfice fo
require customers fo provide collateral or security as a condifion of approving frade credit. The
diversity of PFB's customer base and product offering combine to minimize overall exposures fo
credit risks.

Cusfomers ordering highly-customized manufactured products, usually involving detailed design
work, are required to make advance payments at various predefined stages of the sales contract. All
payments received in advance are reported as customer deposits under the current liability 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 case-by-case basis when they are
past due or when objective evidence is received that a customer may default. A number of factors
are considered in determining the likelihood of impairment. All bad debt write-offs and changes in
the doubtful accounts receivable reserve are expensed or credited, as applicable, fo sales and
marketing expenses.

The following table sets forth details of the ageing profile of accounts receivable and the allowance
for doubtful accounts:

June 30, December 31,

2009 2008
Accounts receivable — current and past due for less than 30 days $7,611 $5116
Accounts receivable — past due for between 31and 90 days 2,430 3,242
Accounts receivable — past due for 91 days or longer 437 130
Total gross accounts receivable 10,478 8,488
Allowance for doubtful accounts (601) 597)
Accounts receivable, nef $9,877 $ 7,891

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 geographic range.

[i] The ageing profile of accounts receivables balances are systematically monitored by
management.

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

[iv) Payments for highly-customized orders are received in advance of products being shipped.

[v) PFB's largest individual customer, determined by annual purchases, represents less than 5% of
total consolidated sales revenues.

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

PFB's exposure to credit risk is limited to the carrying amounts of financial assets recognized at the
balance sheet date, as summarized in the table below:

June 30, December 31,

2009 2008
Cash $ 4,394 $ 3,863
Accounts receivable 9,877 7,891
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(b)

(d)

Currency Risk
Currency risk is defined as the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in foreign exchange rates.

PFB operates 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 counfries. At the present time,
PFB has a net exposure to the United States dollar, as the prices of most raw material supplies used
in ifs businesses are denominated in U.S. dollars. Raw material supplies which are denominated in
U.S. dollars are usually paid within thirty days or less of receiving the actual deliveries, which is
consistent with indusfry pracfices.

At June 30, 2009, the carrying amounts of PFB's foreign currency denominated net monetary assefs
was USD $1,373 (2008 — USD $2,467) and foreign currency denominated net monetary liabilities
was USD $849 (2008 — USD $4,445) Based on the net position as at June 30, 2009, and
assuming that all other variables remain consfant, a fluctuation of +/- 5.0% in the exchange rate
between the Canadian dollar and the U.S. dollar would impact net income or loss by approximately

$34 (2008 - $70).

Periodically, management may commit to entering into foreign exchange contracts to attempt fo
profect eamings against relatively shorterm fluctuation in exchange rates. In such cases,
management aftempts fo make informed judgements in entering such transactions but there is a
possibility that markets may not respond in ways predicted. To the extent that PFB does not fully
hedge its foreign currency exposure and exchange rate risk, or PFB's subsidiaries are 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 affected. PFB does not enter info
currency driven derivative financial instruments for speculative purposes.

As atJune 30, 2009 and 2008, PFB did not hold any foreign exchange confracts.

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

PFB is exposed fo inferest rate risk on a minor portion of its long-ferm debt and it does not currently
hold any financial instruments to mitigate those risks. Management believes that the potential adverse
impact of interest rate fluctuations on the current level of borrowings exposed to interest rate risk will
not be significant in relation to its expected future eamings.

As at June 30, 2009, PFB has in place a combination of revolving and non-revolving credit
facilifies. Revolving credit facilities of $8,000 (December 31, 2008 - $8,000) and USD $1,500
[December 31, 2008 — USD $1,500) were unused at the balance sheet date. The non-revolving
credit facility had unused headroom of $4,417 (December 31, 2008 - $4,364) available as at the
balance sheet date.

Liquidity Risk
Liquidity risk is defined as the risk that an enfity will encounter difficulty in meeting obligations
associated with financial liabilities.

Liquidity risk is the risk that PFB is not able to meet its financial obligations as they become due or
that it can do so only at an abnormally high cost. PFB's future strategies can be financed through a
combination of cash flows provided by operations, borrowing under existing credit facilities, and the
issuance of equity. One of management's primary goals is to maintain an optimum level of liquidity
by actively managing assets, liabilities and cash flows. Management prepares regular budgets and
cash flow forecasts to help predict future changes in liquidity. Based on PFB's aggregate liquid
assets as compared fo ifs liabilities and commitments, management assesses PFB's liquidity risk to be
low.
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PFB's liabilities having contractual maturities as af June 30, 2009, are as indicated in the following

table:
Current within Non-current
12 months 1 -5 years Over 5 years
Accounts payable and accrued liabilities $ 7,264 $ - $ -
longterm debt 569 8,047 1,012
$ 7,833 $8,047 $1,012

CONTRIBUTED SURPLUS

The following table sets forth the reconciliation of contributed surplus with respect to stock-based
compensation:

Three months ended Six months ended

June 30 June 30
2009 2008 2009 2008
Balance, beginning of period $ 280 $ 165 S 251 $137
Stock-based compensation expense 28 29 57 57
Balance, end of period $ 308 $194 $ 308 $ 194

RECONCILIATION OF EARNINGS PER COMMON SHARE

The following table sets forth the reconciliation of basic and diluted eamings per share for the three and
six month periods ended June 30:

Three months ended Six months ended
June 30 June 30
2009 2008 2009 2008

Net income $1,977 $514 $916 $ 57
Weighted average number of common shares

outstanding 6,571,727 6,572,876 6,572,129 6,578,723
Effect of dilutive stock options ' - 17,405 - 17,840
Adjusted weighted average number of common

shares outstanding 6,571,727 6,590,281 6,572,129 6,596,563
Net income per share:

Basic $0.30 $0.08 $0.14 $0.01

Diluted $ 0.30 $0.08 $0.14 $0.01

' 150,000 stock options granted in the third quarter of 2007 which were unexercised as at June 30, 2009,
were anfidilutive and they are not included in the effect of dilutive stock options figures for 2009 and 2008 in
the above table. 50,000 stock options granted in fiscal 2005 were anti-dilutive as at June 30, 2009 and,
therefore, they have not been included in the effect of dilutive siock options figures for 2009 in the above
table.

INCOME TAXES

The income taxes expense for the three month and six month periods ended June 30 are comprised of the
following:

Three months ended Six months ended
June 30 June 30
2009 2008 2009 2008
Current $ 264 $ 586 $(153) $821
Future 555 (1606) 623 (602)
Total expense $ 819 $ 420 $ 470 $219
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13. EMPLOYEE FUTURE BENEFITS

14

15

Plasti-Fab has a defined benefits pension plan for specific Ontario-based employees. In the three months
ended June 30, 2009, the aggregate of current service costs and special payments amounted to $29
(2008 - $30) which were expensed in cost of sales. In the six months ended June 30, 2009, the
aggregate of current service costs and special payments amounted to $67 (2008 - $65) which were
expensed in cost of sales.

The estimated accrued benefit asset as at June 30, 2009, was $438 (December 31, 2008 - $397).
Additional information is contained in Note 18 of PFB's annual audited consolidated financial statements
for the year ended December 31, 2008.

COMMITMENTS AND CONTINGENT LIABILITIES

(a) Commitments
As at June 30, 2009, PFB had outstanding commitments for capital asset expenditures in the
amount of $182 mainly atfributed to various equipment upgrading.

(b) Contingent Liabilities
In the normal course of operations, PFB and its subsidiaries may occasionally become involved in
various claims. While the final outcome with respect to any claims pending cannot be predicted
with cerfainty, it is the opinion of management that their resolution will not have a material adverse
effect on PFB's consolidated financial position or consolidated results of operations.

(c) Environment
PFB is subject fo various laws, regulations and government policies relating to health and safety,
production operations, storage and transportation of goods, disposal and environmental emissions
of various substances and materials, and fo the protection of the environment in general. It is the
opinion of management that PFB and its subsidiaries are in compliance with such laws,
regulations and government policies in all material respects.

RELATED PARTY TRANSACTIONS

In the three and six month periods ended June 30, 2009 and 2008, PFB had transactions with three
related parties which are summarized in the table below. All transactions with related parties have been
approved by PFB's Board of Directors.

Three months ended Six months ended

June 30 June 30
Related party 2009 2008 2009 2008
Aeonian Capital Corporation $ 50 $ 50 $ 100 $ 100
Baker Investments, LLC 31 28 61 59
McCarthy Tetrault LLP 26 27 37 105
$107 $ 105 $198 $ 204

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

As at June 30, 2009, Aeonian Capital Corporation ("Aeonian”) and its affiliates owned 2,921,668 or
44.5% (2008 — 2,921,668 or 44.5%) of PFB's issued and outstanding common shares. Aeonian is
controlled by C. Alan Smith, President, Chief Executive Officer, and a Director of the Corporation. PFB is
charged fees by Aeonian for management services provided by Mr. Smith. The fees for management
services are reported under selling and administrative expenses.  As at June 30, 2009 and 2008 all
stated fees had been paid.
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Mr. Frank Baker, a director of PFB and the original vendor of Riverbend Timber Framing Inc., acquired by
PFB in fiscal 2004, receives an annual stipend of USD $85 plus a travel and subsistence allowance fo a
maximum of USD $25 per annum for representing and promoting PFB's interests, including representation
at various indusiry and trade organizations. As at June 30, 2009, there was an account payable
outstanding to Mr. Baker in the amount of USD $26 with respect fo the stipend which was settled in July
2009.

McCarthy Tetrault LLP provides legal services to PFB af which William H. Smith, QC, Corporate Secretary
and a director of PFB, is Counsel to the firm. As at June 30, 2009, there was an account payable fo the
law firm in the amount of $17.

All related party transactions are constituted in the ordinary course of business and they have been
measured at the agreed fo exchange amounts which approximate fair value.

SEGMENTED INFORMATION

PFB is organized and managed as a single reporiable business which is focused on selling proprietary
insulating building products that use expanded polystyrene rigid insulation. All of PFB’s subsidiaries in
Canada and the United States are wholly-owned and considered to be fully integrated operations.

Selected financial information for the three month period ended June 30 is as follows:

2009 2008

Sales
Canada $ 16,237 $ 18,035
United States 3,369 2,940
Other 45 26
$ 19,651 $ 21,001

Selected financial information for the six month period ended June 30 is as follows:

2009 2008
Sales
Canada $ 25,804 $ 30,260
United States 5,391 5,925
Other 45 26
$ 31,240 $ 36,211
Capital assets, intangible assets and goodwill
Canada $ 30,355 $ 28,448
United States 7,861 8,114
$ 38,216 $ 36,562
Total assets
Canada $ 50,514 $ 52,439
United States 10,996 12,419
$ 61,510 $ 64,858

COMPARATIVE FIGURES

Certain comparative figures have been reclassified to conform to the presentation adopted in the current
year.

PFB Corporation Second Quarter Report 2009 33



PFB CORPORATION

100, 2886 Sunridge Way N.E.
Calgary, AB TTY 7H9

Tel: 403.569.4300
Fax: 403.569.4075

email: mailbox@pfbcorp.com

www. pfbcorp.com

For more information on our sustainability initiative, visit
www.pfbsustainability.com

@

FSC

Mixed Sources
Pro




