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	 	 	 Year ended	 Year ended	 Year ended	 Year ended
 	 	 	 December 31,	 December 31,	 December 31,	 December 31,
($ thousands, except per share data)	 	 	 2007	 2006	 2005	 2004

Operating Summary	 	 	 	 	 	
Sales	 	  $54,570 	  $46,840 	  $51,775 	  $49,818 	  $39,084 
Net income (loss)	 	 (2,091)	 (56)	 (131)	 3,793	 2,587
Earnings (loss) per share	 	 (0.056)	 (0.002)	 (0.003)	 0.110 	 0.083 
EBIT (1)	 	 (495)	 1,176	 1,454	 5,545	 3,872
EBITDA (2)	 	 2,901	 3,822	 3,707	 7,572	 5,775
EBITDA per share	 	 0.078 	 0.102 	 0.099 	 0.220 	 0.186 
  
	 	 	 	 	 	
Financial Position	 	 	 	 	 	
Working capital	 	 4,950	 6,525	 6,447	 9,745	 3,981
Capital assets	 	 20,337	 22,900	 25,056	 16,079	 10,145
Total assets	 	 39,468	 39,301	 40,272	 36,843	 25,132
Total long-term debt	 	 	 	 	
  (including capital leases)	 	 11,250	 13,717	 15,604	 9,738	 5,535
Shareholders' equity	 	 16,591	 18,130	 18,186	 18,317	 9,132

(1)  Earnings before interest and taxes	
(2)  Earnings before interest, taxes, depreciation and amortization	 	 	 	 	 	 	
	

F I N A N C I A L  H I G H L I G H T S

A	 Represents year ended January 31.

B	 Represents eleven month period ended 	
December 31.

C	 Represents year ended December 31.
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In spite of all the difficulties revenues for the year were up over the previous year. As previously reported to 
shareholders market conditions in 2007 led to over capacity resulting in “give away prices”.   In that context, 
Management concentrated on managing cash flow. We built inventory, once our machinery problems were resolved 
because management did not see any benefit to maintaining, or increasing, revenues for the sake of having more 
receivables in a market where credit concerns prevail. However in 2008, due to the continuing realization of our 
strategic plan we were able once again to opt to grow sales. It has not immediately led to the profitability desired, 
but management believes that we are well poised to create it notwithstanding this year’s loss. However once you 
factor in the size of the foreign exchange loss, remove the one time payment from our machinery supplier in 2007 
which was used to offset operating expenses, and the depreciation charge of $752,000 Management believes that 
2008’s results show a 1 million dollar improvement over 2007’s.

When comparing 2007, to 2008, management sees the following 

In 2007 there was a gain in Foreign Exchange of $653,000 whereas in 2008 there was a loss of $387,000

In 2007 there was a depreciation of $2,644,000 where as in 2008 it was $ 3,396,000

In 2007 we received approximately $425,000 from our suppliers to offset expenses, in 2008 we did not.

Management began 2008 with specific goals of rebuilding Imaflex’s Canadian sales base to replace sales formerly 
made to Canslit now that Canslit has its own extrusion capacity, enhancing Canslit’s profitability, and improving 
overall performance in our U.S. operations. Most of what we set out to do was achieved, and we are now looking 
forward to 2009 because the operational impediments that have frustrated the company for so long finally appear to 
be resolved. Clearly the greatest challenge facing management in 2009 will be to continue to build our operations 
in this new and unsettled economic climate. 

Liquidity problems in the overall economy act as a barrier that impedes growth. All companies whether it be 
Imaflex, our suppliers, or our customers, need to concentrate their efforts on both managing cash and improving 
cash flows but to do so in a manner that does not create conditions that will stunt growth, or worse, jeopardize 
the company’s viability in the process. In 2008 certain key decisions were made to enhance the profitability in all 
our operations at a time when management didn’t fully grasp the extent of the financial meltdown and its potential 
impact on the economy in general. Fortunately, these decisions will help Imaflex through the financial crisis that 
is prevalent at the moment.

The first such decision was to purchase equipment making it possible for the company to recycle 10,000,000 
pounds of polyethylene scrap annually into reusable resin. The two machines were purchased, one for each of 
our U.S. and Canadian operations. Both machines will be operational at the end of the 1st quarter of 2009. The 
effect on profitability should be profound by allowing the company to use readily available recycled materials for 
those sales where prime resins are not required. Cost savings in raw materials could equate to as much as 50% 
on the raw materials needed in those products. Although recycling will entail certain costs management believes 
that there will remain additional savings which will ease pressures on liquidity. The greater contribution to margin 
received from the 20% of our volume that uses the recycled resins, should have a positive impact to our overall 
profitability. 

The second decision, made late in the last quarter of 2008, was to ensure that we did indeed have sufficient liquidity 
to realize the full potential of what has been put in place. Seeing the worsening market conditions management 
deemed it to be prudent to raise a minimal amount of additional share capital to buffer the company from the 
current market conditions. As such, the Company raised $ 500,000 by way of a share offering at $ 0.25/share in 
mid-December to one new shareholder. 

A U D I TO  R S '  R EPO   R T  TO   T H E  S H A R E H OL  D E R S
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R EPO   R T  TO   OU  R  S H A R E H OL  D E R S

The company’s U.S. operations, which have yet to turn a profit, and have in fact been a drain on the company’s overall 
liquidity, appear ready to contribute to profitability in 2009. Although equipment problems which have plagued the 
company’s U.S. operations were resolved in 2008 leading management to believe that   it was possible to realize 
a dramatic improvement in the 2nd half of 2008 the company unfortunately missed the ”summer” planting season 
for many of its clients. We were limited to preparing for the “winter” season and we began to build inventory. Thus 
the positive results, expected in the third quarter of 2008, were delayed to the first quarter of 2009. 

Nevertheless, and in spite of the fact that we did miss the summer growing season, our overall operational 
performance at our US facility was greatly improved when compared to our 2007 results. In 2008 we did not have 
the benefit of a reduction in raw material costs of $425,000 due to the agreement with our machinery supplier, 
had to absorb a depreciation cost of $ 500,000 more, and our 2007 loss was not magnified by the value of the 
Canadian dollar, which at that time was valued at $ 1.01, whereas in 2008 it was $0.80, thereby increasing our 
loss by approximately 25% when reporting in Canadian dollars. The company also had to deal with unprecedented 
fluctuations in raw material prices brought about by market conditions. The volatility in raw material prices and 
general market conditions have led to a number of competitors declaring bankruptcy and closing their doors.

Notwithstanding the current economic conditions management is cautiously optimistic about the company’s 
prospects for 2009. The reasons are many, but here are a few; 

Firstly more than 60% of our products are used in the food related sectors of the economy from packaging films 
or the films we produce for the growers of food.

The second is that the non-food related portion of our sales which are more of the commodity type are very 
sensitive to price. We have worked to integrate our operations and strive to have the cheapest cost of raw materials 
due in part to the recycling machinery that was purchased. The benefits derived from this new cost structure should 
allow us to be very competitive on pricing and increase our volumes in these markets and still have similar or 
greater margin on these sales. 

Thirdly, the recent decline in Canadian dollar’s value will assist our Canadian operations in two ways. It will act as 
a barrier against our US competitors trying to enter the Canadian market, while simultaneously making it easier for 
our Canadian operations to competitively export more products to the U.S. 

Lastly our customer base has grown such that no one customer accounts for more than 12 % of our volume.

For these reasons, and the many others too numerous to detail, management is actually looking forward to 2009 
unfolding. And as is always the case we arrive at these pivotal points in our Company’s success story because of 
people. In closing I take this opportunity to thank our employees, our directors, our shareholders, and our many 
suppliers, and customers who’ve contributed, and continue to contribute to Imaflex’s success.

 

Joseph Abbandonato

President & Chief Executive Officer 
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	 	 	 SALES	 	 	 	 NET (LOSS) INCOME
	 	 2008	 	 2007	 	 2008	 	 2007

First Quarter	 $	 12,114	 $	 12,028	 $	 (476)	 $	 (79)

Second Quarter	 $	 14,014	 $	 12,089	 $	 (281)	 $	 103

Third Quarter	 $	 13,976	 $	 11,732	 $	 (586)	 $	 (157)

Fourth Quarter	 $	 14,466	 $	 10,991	 $	 (748)	 $	 77

 	 $	 54,570	 $	 46,840	 $	 (2,091)	 $	 (56)

	 	 	 	 	
	 	 	 EBITDA	 	 	 	 EARNINGS (LOSS) PER SHARE	
	 	 2008	 	 2007	 	 2008	 	 2007

First Quarter	 $	 822	 $	 903	 $	 (0.013)	 $	 (0.002)

Second Quarter	 $	 777	 $	 950	 $	 (0.007)	 $	 0.003 

Third Quarter	 $	 388	 $	 958	 $	 (0.016)	 $	 (0.005)

Fourth Quarter	 $	 914	 $	 1011	 $	 (0.020)	 $	 0.002 

 	 $	 2,901	 $	 3,822	 $	 (0.056)	 $	 (0.002)

Q U A R TE  R L Y  F I N A N C I A L  I N F O R M A T I ON
($ thousands, except per share data)
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The purpose of this MD&A is, as required by regulators, to explain management’s point of view on Imaflex Inc.’s 
(the “Company”) past performance and future outlook.  This report also provides information to improve the reader’s 
understanding of the consolidated financial statements and related notes.  Please refer to the audited consolidated 
financial statements for the year ended December 31, 2008 when reading this MD&A.   In this document, unless 
otherwise indicated, all financial data is prepared in accordance with Canadian generally accepted accounting principles 
(“GAAP”).  All amounts are expressed in Canadian dollars.  In this MD&A we also use non-GAAP financial measures.  
Please refer to the section entitled “Non-GAAP Financial Measures” for a complete description of these measures.  The 
consolidated financial statements include the accounts of the Company, those of its wholly-owned subsidiaries, Canslit 
Inc. (“Canslit”) and Imaflex USA, Inc. (“Imaflex USA”) and its division, Canguard Packaging (“Canguard”). To facilitate 
the reading of this report, the terms “Imaflex”, “Company”, “we”, “our”, “us” all refer to Imaflex Inc. together with its 
subsidiaries.  This MD&A is prepared in conformity with National Instrument 51-102 and Form 51-102F1 and has 
been approved by the board of directors prior to its release.  The consolidated financial statements have been audited 
by KPMG LLP, the auditors of the Company.

Forward-Looking Statements
From time to time, we make forward-looking statements within the meaning of certain securities laws, including the “safe 
harbor” provisions of the Securities Act (Ontario).  We may make such statements in this document, in other filings with 
Canadian regulators, in reports to shareholders or in other communications.  These forward-looking statements include, 
among others, statements regarding the business and anticipated financial performance of the Company.  The words 
“may”, “could”, “should”, “would”, “outlook”, “believe”, “plan”, “anticipate”, “expect”, “intend”, “objective,” the use the 
conditional tense and words and expressions of similar nature are intended to identify forward-looking statements.

By their very nature, forward-looking statements involve inherent risks and uncertainties, both general and specific, 
which give rise to the possibility that predictions, forecasts, projections and other forward-looking statements will not be 
achieved.  We caution readers not to place undue reliance on these statements, as a number of important factors could 
cause our actual results to differ materially from the beliefs, plans, objectives, expectations, anticipations, estimates and 
intentions expressed in such forward-looking statements.  These factors include, but are not limited to, the length and 
severity of the current economic downturn, management of credit, market dynamics, liquidity, funding and operational 
risks; the strength of the Canadian and U.S. economies in which we conduct business; the impact of the movement of 
the Canadian dollar relative to other currencies, particularly the U.S. dollar; the effects of changes in interest rates; the 
effects of competition in the markets in which we operate; our ability to successfully align our organization, resources, and 
processes; the availability and price of raw materials; failure to achieve planned growth associated with the U.S. expansion; 
changes in accounting policies and methods we use to report our financial condition, including uncertainties associated 
with critical accounting assumptions and estimates; operational and infrastructure risks; other factors may affect future 
results including, but not limited to, timely development and introduction of new products and services, changes in tax 
laws, technological changes, new regulations; the possible impact on our businesses from public-health emergencies, 
international conflicts and other developments; and our success in anticipating and managing the foregoing risks.

We caution that the foregoing list of important factors that may affect future results is not exhaustive.  When relying on 
our forward-looking statements to make decisions with respect to the Company, investors and others should carefully 
consider the foregoing factors and other uncertainties and potential events.  Unless otherwise required by the securities 
authorities, we do not undertake to update any forward-looking statement that may be made from time to time by us or on 
our behalf.   The forward-looking statements contained herein are based on information available as of April 20, 2009.

M A N A G E M ENT    D I S C U S S I ON  
A N D  A N A L Y S I S  ( “ M D & A ” )
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Company Overview
The Company operates in one reportable segment being the development, manufacture and sale of packaging 
materials.  The results include those of Imaflex Inc. (“Imaflex”) located in Montréal (Québec) and its division Canguard 
located in Victoriaville (Quebec), and its wholly-owned subsidiaries, Imaflex USA, Inc. (“Imaflex USA”) located 
in Thomasville (North Carolina) and Canslit Inc. (“Canslit”) located in Victoriaville (Québec).  All intercompany 
balances and transactions have been eliminated.

Imaflex and Imaflex USA specialize in the manufacture and sale of custom-made polyethylene films suited for 
various packaging needs of our customers.  Canguard specializes in the manufacture and sale of polyethylene trash 
bags for both the retail and industrial markets.  Canslit specializes in the metallization of polyethylene film.

The Class A shares of the Company are listed for trading on the TSX Venture Exchange under the symbol “IFX.A”.  
The Company’s head office is located in Montréal (Québec).

Non-GAAP Measure 
The Company’s management uses a non-GAAP measure in this MD&A, namely EBITDA.  Management wishes to 
specify that in the performance of the Company’s financial results, EBITDA is defined as “Earnings before interest, taxes, 
depreciation and amortization”.  The reader may refer to the table below for the reconciliation of the EBITDA used by the 
Company to its reported net (loss) income.

Reconciliation of EBITDA to Net income (loss)

	 Three months ended	 Year ended
	 	 	 	 December 31	 	 December 31	 	 December 31	 	 December 31
($ thousands)	 	 2008	 	 2007	 	 2008	 	 2007
Net income(loss)	 	 (748)	 	 77	 	 (2,091)	 	 (56)
Plus:	 	 	 	
Income taxes	 	 365	 	 (17)	 	 506	 	 70
Interest	 	 405	 	 299	 	 1,090	 	 1,164
Amortization	 	 892	 	 652	 	 3,396	 	 2,644

EBITDA	 	 914	 	 1,011	 	2,901	 	 3,822 

M A N A G E M ENT    D I S C U S S I ON  
A N D  A N A L Y S I S  ( c o n t i n u e d )
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Non-GAAP Measure  (continued) 
While EBITDA is not a standard GAAP measure, management, analysts, investors and others use it as an indicator of the 
Company’s financial and operating management and performance.  EBITDA should not be construed as an alternative 
to net income determined in accordance with GAAP as an indicator of the Company’s performance.  The Company’s 
method of calculating EBITDA may be different from those used by other companies.

Management also utilizes the following analysis to measure its performance. 

	 Three months ended	 Year ended
	 	 	 	 December 31	 	 December 31	 	 December 31	 	 December 31
($ thousands)	 	 2008	 	 2007	 	 2008	 	 2007
EBITDA	 	 914	 	 1,011	 	 2,901	 	 3,822
Foreign Exchange loss (gain)	 	 43	 	 82	 	 387	 	 (653)
One Time Supplier Refund	 	 -	 	 (425)	 	 -	 	 (425)
Adjusted EBITDA *	 	 957	 	 668	 	 3,288	 	 2,744
*Excluding foreign exchange and supplier refund

Selected Annual Information 

	 	 	 	 	 	 		 	 For the fiscal years ended December 31
($ thousands, except per share data)	 	 	 	 2006	 	 2007	 	 2008
Sales	 	 	 	 	 51,775	 	46,840	 	 54,570
Net income(loss)	 	 	 	 (131)	 	 (56)	 	 (2,091)
Total assets	 	 	 	 40,272	 	39,301	 	 39,468
Total long-term debt	 	 	 	 15,277	 	13,483	 	 11,039
Total obligations under capital lease	 	 	 	 327	 	 234	 	 211
Earnings (loss) per share (basic and diluted)	 	 	 (0.003)	 	(0.002)	 	 (0.056)
Cash dividends per share	 	 	 	 -	 	 -	 	 - 

Sales increased from 2007 to 2008 due to corresponding increases in raw material costs and increased sales volume.

Net loss increased from 2007 to 2008, as a result of the effect of the foreign exchange rate on the US dollar and, on the 
results of the US subsidiary.

Total assets increased from 2007 to 2008, as a result of an increase in accounts receivable due to an increase in 
sales.

Total long-term debt decreased from 2007 to 2008 as a result of payments made on existing loans.

M A N A G E M ENT    D I S C U S S I ON  
A N D  A N A L Y S I S  ( c o n t i n u e d )
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Results of Operations

	 Three months ended	 Year ended
	 	 December 31	 December 31	 December 31	 December 31
($ thousands)	 2008	 2007	 2008	 2007
Sales		 	 14,466	 	 10,991	 	 54,570	 	 46,840 

Three months ended December 31, 2008
The increase in sales of $3,475 or 31.6 % is the result of increased sales volume and an increase in the selling price 
due to an increase in the cost of raw material.

Twelve months ended December 31, 2008 
The increase in sales of $7,730 or 16.5 % is the result of increased sales volume and an increase in the selling price 
due to an increase in the cost of raw material.

	 Three months ended	 Year ended
	 	 December 31	 December 31	 December 31	 December 31
($ thousands)	 2008	 2007	 2008	 2007
Gross Profit ($) before amortization 	 	 1,774	 	 1,843 	 	 7,235	 	 6,821
of production equipment %	 	 12.3	 %	 16.8	 %	 13.3	 %	 14.6	%
Amortization of production equipment	 	 797	 	 555	 	 3,182	 	 2,500
Gross profit ($)	 	 977	 	 1,288	 	 4,053	 	 4,321
Gross profit (%)	 	 6.7	 %	 11.7	 %	 7.4	 %	 9.2	%

Three months ended December 31, 2008 

Gross profit before amortization
The gross margin percentage before amortization remained relatively stable during the quarter. The noted difference is 
primarily due to a one time compensation of $ 425,000 received from an equipment supplier in the fourth quarter of 2007.

Gross profit
The gross margin percentage remained relatively stable during the quarter. The noted difference is primarily due to a one 
time compensation of $ 425,000 received from an equipment supplier in the fourth quarter of 2007 and the increase in 
amortization of $242,000 during the quarter.

Twelve months ended December 31, 2008

Gross profit before amortization
The slight decrease in the gross margin percentage before amortization is due to the delay in timing between increases in raw 
material costs and the selling price and the above mentioned compensation received from a supplier in 2007. 

Gross profit
The slight decrease in the gross margin percentage is due to the delay in timing between increases in raw material costs 
and the selling price, the above mentioned compensation of $425,000 received from a supplier in 2007 and the increase 
in amortization of $682,000 during the year.

M A N A G E M ENT    D I S C U S S I ON  
A N D  A N A L Y S I S  ( c o n t i n u e d )



Annual Report – 2008

�

Results of Operations (continued)

	 Three months ended	 Year ended
	 	 December 31	 December 31	 December 31	 December 31
($ thousands)	 2008	 2007	 2008	 2007
Selling and administrative	 $	 796	 $	 711	 $	 3,813	 $	 3,562
As a % of sales 	 5.5 %	 6.5%	 7.0 %	 7.6%

The increase in administrative and selling expenses from 2007 to 2008 is the result of an increase in the number of 
sales representatives

	 Three months ended	 Year ended
	 	 December 31	 December 31	 December 31	 December 31
($ thousands)	 2008	 2007	 2008	 2007
Amortization – excluding 	
production equipment	 $	 95	 $	 97	 $	 214	 $	 145

The increase resulted primarily from the additional amortization on capital expenditures at the Company’s U.S. facility.

	 Three months ended	 Year ended
	 	 December 31	 December 31	 December 31	 December 31
($ thousands)	 2008	 2007	 2008	 2007
Interest	 $	 405	 $	 299	 $	 1,090	 $	 1,164

Three months ended December 31, 2008 
The increase in interest expense during the quarter is attributable to a decline in the variable interest rate earned on the 
Company’s interest rate swap.

Twelve months ended December 31, 2008 
The decrease in interest expense is attributable to lower interest rates and in the overall reduction of the long term debt.

	 Three months ended	 Year ended
	 	 December 31	 December 31	 December 31	 December 31
($ thousands)	 2008	 2007	 2008	 2007
FX loss (gain)	 $	 43	 $	 82	 $	 387	 $	 (653)

Three months ended December 31, 2008 
The foreign exchange translation resulted in a loss of $43,000 (2007 - loss of $82,000) for the quarter ended December 
31, 2008, as a result of an appreciation of the U.S. dollar during the quarter.  

Twelve months ended December 31, 2008 
The foreign exchange translation resulted in a loss of $387,000 (2007 - gain of $653,000) for the year ended December 
31, 2008, as a result of a significant appreciation of the U.S. dollar during the year.  

M A N A G E M ENT    D I S C U S S I ON  
A N D  A N A L Y S I S  ( c o n t i n u e d )
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Results of Operations (continued)

	 Three months ended	 Year ended
	 	 December 31	 December 31	 December 31	 December 31
($ thousands)	 2008	 2007	 2008	 2007
Provision for income taxes	 $	 365	 $	 (17)	 $	 506	 $	 70 
As a % of income (loss) before taxes 	 95.3%	 18.0%	 31.9%	 528.8%

The income tax provision reflects the taxes on the income generated by the Company’s Canadian operations. No future 
income tax benefits have been recorded on the Company’s losses at its U.S. location.

	 Three months ended	 Year ended
	 	 December 31	 December 31	 December 31	 December 31
($ thousands)	 2008	 2007	 2008	 2007
Net (loss) income	 $	 (748)	 $	 77	 $	 (2,091)	 $	 (56)
Earnings (loss) per share 	
(basic and diluted)	 $	 (0.020)	 $	 0.002	 $	 (0.056)	 $	 (0.002)

Three months ended December 31, 2008

The Company incurred a consolidated net loss of $748,000 for the quarter ended December 31, 2008 compared to 
net income of $77,000 over the same quarter of 2007. The difference in the net loss is due primarily to the one time 
compensation of $425,000 USD received from a supplier in 2007 and increased depreciation expenses during the 
current quarter resulting from the start up of equipment. Furthermore, the Company’s US subsidiary did not generate 
the appropriate sales volume levels necessary to recover current operating costs. The Company’s Québec operations 
generated operating income after taxes of $167,000 for the three months ended December 31, 2008, compared with an 
operating income after taxes of $96,000 for the same period in 2007.

Twelve months ended December 31, 2008 

The Company incurred a consolidated net loss of $2,091,000 for the year ended December 31, 2008 compared with 
net loss of $56,000 for the same period in 2007. The net loss is the result of a foreign exchange loss of $387,000 in 
2008 compared to a gain of $653,000 in 2007. Furthermore the net loss was impacted by the timing between increases 
in raw material costs and the selling price, the increase in depreciation expense of $752,000 and the increase in 
selling and administrative expenses. The Company’s US subsidiary did not generate the appropriate sales volume levels 
necessary to recover current operating costs. The Company’s Québec operations generated operating income after taxes 
of $382,000 for the year ended December 31, 2008, compared with an operating income after taxes of $319,000 for the 
same period in 2007. The current period’s results were impacted by losses at the Company’s U.S. facility of $1,918,000 
USD compared with a net loss of $1,131,000 USD for the same period in 2007. During 2008 the U.S. facility incurred 
an additional depreciation expense of $500,000 USD following the start up of some of its equipment compared to 2007 
and during 2007 a $425,000 USD refund reduced operating costs.

M A N A G E M ENT    D I S C U S S I ON  
A N D  A N A L Y S I S  ( c o n t i n u e d )
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Financial Position
December 31, 2008 vs. December 31, 2007

Cash increased by $755,000 primarily as a result of an increased collection effort. Accounts receivable increased by 
$1,831,000 mainly due to an increase in sales. 

Bank indebtedness increased by $2,952,000 to finance working capital and the purchase of capital assets in the amount 
of $763,000.

Accounts payable increased by $763,000 due to the timing between inventory purchases and payment.

Capital assets decreased by $2,563,000 primarily as a result of an increase of the amortization expense. 

Long-term debt decreased by $2,444,000 as a result of scheduled payments. 

Summary of Quarterly Results 
Summary financial data derived from the Company’s unaudited financial statements for each of the eight most recently 
completed quarters are as follows:

For the quarters ending March, June, September and December 

(($ thousands, except per share data)

	 	 Q4/08	 Q3/08	 Q2/08	 Q1/08	 Q4/07	 Q3/07	 Q2/07	 Q1/07
Sales	 14,466	 13,976	 14,014	 12,114	 10,991	 11,732	 12,089	 12,028
Net income (loss)	 (748)	 (586)	 (281)	 (476)	 77	 (157)	 103	 (79)
Earnings (loss) per share:	 	 	 	 	 	 	
	 Basic & diluted	 (0.020)	 (0.016)	 (0.010)	 (0.013)	 0.002	 (0.005)	 0.003	 (0.002)

It is important to note that profitability may vary from quarter to quarter, irrespective of quarterly sales due to many 
factors.  These factors include and are not limited to: competitive conditions in the businesses in which the Company 
participates; general economic conditions and normal business uncertainty; product mix; fluctuations in foreign 
currency rates; the availability and costs of raw materials; changes in the Company’s relationship with its suppliers; and 
interest rate fluctuations and other changes in borrowing costs.

Liquidity
Working capital as of December 31, 2008 was $4,950,000 compared with working capital of $6,525,000 at December 31, 2007.  

The Company believes that it has sufficient liquidity to cover its operating requirements.

Cash Flows from Operating Activities
During the quarter ended December 31, 2008, the Company generated $662,000 (2007 – $656,000) in cash flow from 
operating activities before changes in non-cash operating working capital, an increase  of $6,000 or 1 %  over the same 
period in 2007, primarily as a result of the effect of foreign exchange. The increase in non-cash operating working 
capital of $3,104,000 was primarily attributable to a decrease in inventories.

During the year ended December 31, 2008, the Company generated $2,210,000 in cash flow from operating activities 
before changes in non-cash operating working capital, an increase of $458,000, or 26.1%, over the same period in 
2007, primarily as a result of the effect of foreign exchange. The decrease in non-cash operating working capital of 	
$ 438,000 in the current year was primarily attributable to increases in accounts receivable, which was mainly offset 
by a decrease in inventories.  In 2007, the decrease in non-cash operating working capital of $39,000 was primarily 
attributable to increases in accounts receivable and inventories.

M A N A G E M ENT    D I S C U S S I ON  
A N D  A N A L Y S I S  ( c o n t i n u e d )
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Cash Flows from Financing Activities
During the quarter ended December 31, 2008, the Company incurred cash outflows of $1,878,000 compared to cash 
inflows of $1,019,000 for the same period in 2007. During the quarter the company reimbursed $1,471,000 on its 
existing line of credit and made scheduled long term debt payments of $882,000. Furthermore, the company issued 
common shares for proceeds of $500,000. In 2007, an additional $1,000,000 was obtained from its already existing 
line of credit.

During the year ended December 31, 2008, the Company incurred cash outflows of $241,000 compared to cash 
inflows of $648,000 for the same period in 2007.   The Company increased its bank indebtedness by $2,952,000 
and issued shares for proceeds of $500,000, to finance its working capital requirements and its capital expenditures. 
Furthermore, the company made scheduled long term debt payments of $3,599,000. In 2007, the company increased 
bank indebtedness by $1,379,000, issued long term debt of $3,000,000 and made long term debt repayments of 
$3,638,000

Cash Flows from Investing Activities
During the quarter ended December 31, 2008, the Company incurred net cash outflows of $ 638,000 for the purchase 
of assets compared to $ 44,000 for the same period in 2007.  The amounts in 2008 and 2007 were primarily required 
for additional manufacturing equipment at the Company’s Victoriaville and U.S. facilities.  

During the year ended December 31, 2008, the Company incurred a net cash outflow of $677,000 compared to $932,000 
in 2007. The amounts were required for additional manufacturing equipment at the Company’s Victoriaville and U.S. 
facilities. 

Contractual Obligations

($ thousands)	 Payments due by period 
	 	 Total	 Less than 1 year	 1 – 3 years	 4 – 5 years	 After 5 years
Long-term debt	 	 11,039	 	 3,670	 	 5,570	 	 1,799	 	 -
Capital lease	 	 211	 	 122	 	 76	 	 13	 	 -
Operating leases	 	 6,463	 	 723	 	 1,511	 	 1,564	 	 2,665

Total contractual
	 obligations	 	 17,713	 	 4,515	 	 7,157	 	 3,376	 	 2,665

Capital Resources
The Company has operating lines of credit with its bankers to a maximum of $7,500,000 bearing interest at rates 
ranging between prime plus 0.50% to 1.00%.  The lines of credit are secured by accounts receivable, inventories and 
capital assets.  At December 31, 2008, the Company had drawn $5,448,000 (2007 - $804,000) on its lines of credit.

During the fourth quarter the company issued 2,000,000 shares in a private placement for total proceeds of $500,000.

Management expects to be able to continue financing the Company’s activities, most of its capital expenditures and 
other anticipated cash requirements through its cash flow from operations and, if necessary, funds available under its 
credit facilities.
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Off-Balance Sheet Arrangements
In 2002, the Company received loans under the Quebec Immigrant Investor Program (“QIIP”) in the amount of 
$1,750,000.  In order to guarantee its obligations towards its creditors for the loans, the Company established a trust, 
making QIIP its beneficiary.  The Company transferred bank notes to the trust, purchased at a discount in the amount of 
$1,420,000 and matured on October 31, 2007. 

This information is disclosed in note 8 (b) of the “Notes to Consolidated Financial Statements” for the years ended 
December 31, 2008 and 2007. 

Related Parties Transactions
In the normal course of operations, the Company had routine transactions with related parties.  These transactions are 
measured at the exchange amount, which is the amount of consideration established and agreed to by the related parties.

The following table reflects the related party transactions as disclosed in note 11 of the “Notes to Consolidated Financial 
Statements”. 

	 Three months ended	 Year ended
	 	 December 31	 December 31	 December 31	 December 31
($ thousands)	 2008	 2007	 2008	 2007
Management fees	 (a)	  	 35	  	 78	  	 183	  	 182 
Rent	 	 (b)	 	 210	 	 193	 	 740	 	 719  

(a)	 Gerald R. Phelps, Imaflex’s Vice-President – Operations, is the controlling shareholder of Polytechnomics Inc. 
(“Polytech”).  The Company has an agreement with Polytech for the provision of consulting, management, and 
technical services.  The agreement is presented to and approved by the Company’s Board of Directors on an annual 
basis.

(b)	 Joseph Abbandonato, Imaflex’s President, Chief Executive Officer and Chairman of the Board, is the controlling 
shareholder of Roncon Consultants Inc. (“Roncon”).  The Company’s production facilities at Imaflex, Canslit, and 
Imaflex USA are leased from Roncon and parties related to Roncon under long-term operating lease agreements 
(see “Contractual Obligations” under “Liquidity”).

Proposed Transactions
The Company has no proposed transactions at this time.

Critical Accounting Policies
The Company’s significant accounting policies are disclosed in note 1  of the “Notes to Consolidated Financial 
Statements” for the years ended December 31, 2008 and 2007.

Changes in Accounting Policies including Initial Adoption
On January 1, 2008, we adopted the recommendations of the Canadian Institute of Chartered Accountants (“CICA”) 
Handbook Section 1535, Capital Disclosures (see note 16), Sections  3862, Financial Instruments -  Disclosure and 
Section 3863, Financial Instruments – Presentation (see note 15). These new Handbook sections apply to fiscal years 
beginning October 1, 2007 and do not have an impact on the financial results.
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Changes in Accounting Policies including Initial Adoption (continued)
In June 2007, the CICA issued Section 3031, Inventories, effective starting January 1, 2008. The company evaluated 
and calculated the effect of this change on the financial statements. The analysis concluded that the effect of such 
change was not significant; nevertheless the effect of the change was recorded in the books of the Company as of 
January 1, 2008.  The company will continue to apply the recommendations set forth in Section 3031. 

The changes relate primarily to the calculation of finished goods inventory. Historically the company has expensed 
all depreciation in the period to which it applied and allocated only direct costs and manufacturing overheads to the 
finished goods inventory. The new standard requires that finished goods include the cost of applied overhead which is 
to be calculated on a normalized production level and applied on an actual production basis.  

The effect of this change resulted in an adjustment to beginning retained earnings in the amount of $52,014, which is 
disclosed in the Financial Statements ended December 31, 2008.

Future Changes in Accounting Policies – International Financial Reporting 
Standards (IFRS)
In February 2008, Canada’s Accounting Standard Board (AcSB) confirmed that Canadian GAAP, as used by publicly 
accountable enterprises, will be fully converged into IFRS, as issued by the International Accounting Standards 	
Board (IASB). The changeover date is for interim and annual financial statements relating to fiscal years beginning on 	
or after January 1, 2011. As a result the company will be required to report under IFRS as of these dates. The company 
has begun the change over process. A high level evaluation of the areas with greater potential impact has been 	
performed. A timetable has been drawn and as of the second quarter of 2009 the company shall start a detailed analysis 
of these areas.

Financial Instruments
Please refer to notes 8(a) and 15 of the “Notes to Consolidated Financial Statements”, for a discussion of the Company’s 
foreign currency risk, credit risk and interest rate risk exposures and management as well as fair value disclosure 
concerning the Company’s financial instruments.

As at December 31, 2008, the fair value of the interest rate swap of $318,889 (2007 – $132,751) has been recorded on 
the balance sheet under accounts payable and accrued liabilities, with a charge to the income statement under interest 
expense.

Except as noted above, the Company has no other outstanding derivatives contracts at December 31, 2008.

Management Outlook
Management began 2008 with specific goals of rebuilding Imaflex’s Canadian sales base to replace sales formerly made 
to Canslit now that Canslit has its own extrusion capacity, enhancing Canslit’s profitability, and of improving overall 
performance in our U.S. operations. Most of what we set out to do was achieved, and we are now looking forward to 2009 
because the operational impediments that have frustrated the company for so long finally appear to be resolved. Clearly 
the greatest challenge facing management in 2009 will be to continue to build our operations in this new and unsettled 
economic climate. 

Liquidity problems in the overall economy act as a barrier that impedes growth. All companies whether it be Imaflex, 
our suppliers, or our customers, need to concentrate their efforts on both managing cash and improving cash flows but 
to do so in a manner that does not create conditions that will stunt growth, or worse, jeopardize the company’s viability 
in the process. In 2008 certain key decisions were made to enhance the profitability in all our operations at a time when 
management didn’t fully grasp the extent of the financial meltdown and its potential impact on the economy in general. 
Fortunately, these decisions will help Imaflex through the financial crisis that is prevalent at the moment.
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Management Outlook (continued)
The first such decision was to purchase equipment making it possible for the company to recycle 10,000,000 pounds of 
polyethylene scrap annually into reusable resin. Two machines were purchased, one for each of our U.S. and Canadian 
operations. Both machines will be operational at the end of the 1st quarter of 2009. The effect on profitability should be 
profound by allowing the company to use readily available recycled materials for those sales where prime resins are not 
required. Cost savings in raw materials could equate to as much as 50% on the raw materials needed in those products. 
Although recycling will entail certain costs, management believes that there will remain additional savings which will ease 
pressures on liquidity. The greater contribution to margin received from the 20% of our volume that uses the recycled 
resins, should have a positive impact to our overall profitability. 

The second decision, made late in the last quarter of 2008, was to issue 2,000,000 common shares in order to ensure 
that we did indeed have sufficient liquidity to realize the full potential of what has been put in place. Seeing the worsening 
market conditions management deemed it to be prudent to raise a minimal amount of additional share capital to buffer the 
company from the current market conditions. As such, the Company raised $500,000 by way of a share offering at $0.25/
share in mid-December to a new shareholder. 

The company’s U.S. operations, which have yet to turn a profit, and have in fact been a drain on the company’s overall 
liquidity, appear ready to contribute to profitability in 2009. Although equipment problems which have plagued the 
company’s U.S. operations were resolved in 2008 leading management to believe that it was possible to realize a dramatic 
improvement in the 2nd half of 2008 the company unfortunately missed the ”summer” planting season for many of its 
clients. We were limited to preparing for the “winter” season and we began to build inventory. Thus the positive results, 
expected in the third quarter of 2008, were delayed to the first quarter of 2009. 

Nevertheless, and in spite of the fact that we did miss the summer growing season, our overall operational performance 
at our US facility was greatly improved when compared to our 2007 results. In 2008 we did not have the benefit of a 
reduction in raw material costs of $425,000 due to the agreement with our machinery supplier, had to absorb an increase 
in depreciation of $500,000, and our 2007 loss was not magnified by the value of the Canadian dollar, which at that time 
was valued at $ 1.01, whereas in 2008 it was $0.80, thereby increasing our loss by approximately 25% when reporting in 
Canadian dollars. The company also had to deal with unprecedented fluctuations in raw material prices brought about by 
market conditions. The volatility in raw material prices and general market conditions has led to a number of competitors 
declaring bankruptcy and closing their doors.

Notwithstanding the current economic conditions management is cautiously optimistic about the company’s prospects for 
2009. The reasons are many, but here are a few; 

Firstly, more than 60% of our products are used in the food related sectors of the economy from packaging films or the 
films we produce for the growers of food. 

The second is that the non-food related portion of our sales are more of the commodity type and are very sensitive to price. 
We have worked to integrate our operations and strive to have the cheapest cost of raw materials due in part to the recycling 
machinery that was purchased. The benefits derived from this new cost structure should allow us to be very competitive on 
pricing and increase our volumes in these markets and still have similar or greater margin on these sales. 

Thirdly, the recent decline in Canadian dollar’s value will assist our Canadian operations in two ways. It will act as a barrier 
against our US competitors trying to enter the Canadian market, while simultaneously making it easier for our Canadian 
operations to competitively export more products to the U.S. 

Lastly, our customer base has grown such that no one customer accounts for more than 12% of our volume. 
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Outstanding Share Data
As of the date of this report, the Company had 39,350,002 Class A shares outstanding.  On December 19, 2008, 
2,000,000 shares were issued in a private placement for total proceeds of $500,000.  

Contingency
In the normal course of business, the Company is named as defendant in various claims resulting from the use by 
end-users of its products.  While it is not possible to estimate the outcome of the various proceedings at this time, the 
Company expects that it will not incur any significant loss or expense in excess of amounts already provided.  Any 
differences between the amounts settled and the amounts provided will be accounted for as a charge to income in the 
period in which the settlement occurs. 

Risk Factors
The Company is involved in a competitive industry and marketplace in which there are a number of participants.  
To effectively manage future growth, the Company continues to improve its operational, financial and management 
information systems, procedures and controls.  The Company’s success is largely the result of the continued contributions 
of its employees and the Company’s ability to attract and retain qualified management, sales and operational personnel.

The 30 billion dollar market the Company competes in has historically shown resiliency and growth even at the 
worst economic times.   The Company’s customers operate predominantly in the food packaging and agricultural 
markets .   This fact, coupled with the expanding product lines and reliance on newer and faster equipment 
should help it weather the potential volatility caused by uncertainty in the North American economic climate.  

Factors which can impact the Company include, but are not limited to: management of credit, market dynamics, 
liquidity, funding and operational risks; the strength of the Canadian and U.S. economies in which we conduct 
business; the impact of the movement of the Canadian dollar relative to other currencies, particularly the U.S. 
dollar; the effects of changes in interest rates; the effects of competition in the markets in which we operate; our 
ability to successfully align our organization, resources, and processes; the availability and price of raw materials; 
failure to achieve planned growth associated with the U.S. expansion; changes in accounting policies and 
methods we use to report our financial condition, including uncertainties associated with critical accounting 
assumptions and estimates; operational and infrastructure risks; other factors may affect future results including, 
but not limited to, timely development and introduction of new products and services, changes in tax laws, 
technological changes, new regulations; the possible impact on our businesses from public-health emergencies, 
international conflicts and other developments; and our success in anticipating and managing the foregoing risks.

RISKS ASSOCIATED WITH CURRENT ECONOMIC SITUATION
Credit Availability and Cost

Availability:

At this moment in time our lending institutions have been receptive to the Company’s current financial position. During 
December we raised further capital through the issuance of additional common shares. 

Costs:

We have not, nor do we expect to have, a significant increase in borrowing costs.
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RISKS ASSOCIATED WITH CURRENT ECONOMIC SITUATION (continued)
Customer Demand 

Customer demand for our products should continue to be stable mainly due to the fact that the majority of our sales are 
in the food growing and food packaging industry.

Currency

A portion of the Company’s sales and expenses as well as accounts receivable and payable are denominated in US 
dollars. A portion of the revenue stream in US dollars acts as a natural hedge to cover expenses denominated in 
US dollars. The Company does not use forward foreign exchange contracts to manage its residual foreign exchange 
exposure.

Performance and Actions

Over the course of the last quarter we have downsized our personnel both in operations and administration to reduce 
costs of same. 

Liquidity

At this moment in time the Company foresees no liquidity issue and has complete backing from its lending 
institutions.

Twelve month analysis of changes in liquidity

During the past year, and especially in the fourth quarter collection effort increased along with review of the credit status 
of customers. This resulted in an increase in collections.

Collections were used to build inventories to meet seasonal demand.

Additional information relating to our Company, including our Annual Report, can be found on SEDAR at www.sedar.com.

 

Joseph Abbandonato	 Robert Nagy, CMA.,CIA
President and Chief Executive Officer	 Controller

April 30, 2009
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