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WestBond Enterprises Corporation 

 

Management Discussion and Analysis  
dated July 19, 2010, to accompany the consolidated financial statements for the year 
ended March 31, 2010 

Caution Regarding Forward Looking Statements – This discussion includes statements about our 
expectations for the future.  We believe that our expectations are reasonable; however, actual 
outcomes may differ materially from our expectations due to changes in operating performance, 
availability of and prices for raw materials, availability of trained labour, US$/Cdn$ exchange rate 
fluctuations, unexpected competition, and other technical, market and economic factors. 

Description of Our Business 

We, WestBond Enterprises C orporation ( “WestBond” or  t he “ Company”), ar e a paper  c onverter that 
supplies d isposable p aper pr oducts t o m any m arket s egments.  We initially grew t o bec ome one  of  
Canada’s leading manufacturers of medical d isposables.  In 2002 we expanded our product offering to 
take advantage of high volume opportunities in personal hygiene products for away from home markets.  
We sell mainly to major medical and industrial distributors in Canada and the United States and we also 
sell to larger end-users on a direct basis. 

Our product l ines include c linical products such as examination table pa per, dental bibs, sheets, 
pillowcases and gowns.  The personal hygiene product line consists of hand towels and bathroom tissue 
in jumbo roll format as  well as  conventional f ormats.  Our third major product l ine is patient wipes and 
underlays for long-term care facilities (nursing homes). 

Our goal is to increase sales by supplying a comprehensive paper product line directly to medium sized 
janitorial contractors pr oviding public washroom maintenance s ervices and to s mall and m edium s ized 
distributors who s ell t o t he j anitorial m arket.  O ur m ost s ignificant c ompetitors i n t he per sonal hygiene 
product line use wholesale master distributors who sell to smaller distributors that sell to smaller 
contractors.  By selling direct or to the smaller distributors, we eliminate the “middle-man” and are able to 
offer more c ompetitive pricing.  A lso, un like our  most s ignificant c ompetitors, w e will c onfigure o ur 
products to t hese c ustomers’ s pecifications.  O ur c urrent f ocus for ex pansion i n t his market i s Canada 
and western USA.  We will also pursue opportunities to supply these products directly to smaller hotel, 
motel and restaurant chains. 

During 2005 we finished the installation of the last of the machines that permit us to provide a 
comprehensive personal hygiene paper product line.  In addition, in September 2005, we purchased the 
equipment of  a C alifornia based p aper c onverter.  T he eq uipment i ncluded two m ore w inders f or t he 
personal hygiene line and a facial tissue folder, which allowed us to expand our product mix and capacity.  
It a lso included a num ber of  other m achines that i ncreased our operating ef ficiency.  We are now in a  
position t o i ncrease our  m arketing ef forts.  We ex pect a n increase i n s ales of  our  per sonal h ygiene 
products over the next several months, and years.  We also aim to increase our sales of clinical and long-
term care products.  

Personal Hygiene Products – WestBond started this product line during 2002.  Our decision to expand 
into personal disposables such as hand towels and bathroom tissue was based on demands by existing 
medical distributors who wanted to increase their purchasing ability with us.  We evaluated this potential 
and determined that the medical industry had a high demand for these types of products.  In addition, we 
soon l earned t hat s mall t o m edium s ize distributors who sell t o t he j anitorial market were not  being 
serviced well by other paper converters.  We have made major capital expenditures to manufacture this 
product line, which we expect will soon surpass sales volumes to the health care industry. 

The per sonal h ygiene paper pr oducts i nclude r oll and f olded hand towels, j umbo r oll bat hroom t issue, 
conventional high s heet-count bathroom t issue and a specialty line of  r oll towels and bathroom tissue.  
This specialty line provides us  with high margin products that few converters are able to produce.  We 



manufacture our products in 1 and 2 ply formats.  We sell these products to Canadian and US distributors 
and janitorial contractors in large order quantities. 

Clinical Products – Historically, this product line represented the Company’s core business.  Basically, 
all paper products that are used by clinics, physicians, dentists, chiropractors and physiotherapists form 
this product category.   The equipment that was originally installed to manufacture these paper products 
is very flexible, reliable and high speed.  This allows us to develop new products that could be in demand 
in the future. 

Products in this group are sheets, examination table paper, pillowcases, dental bibs, aprons, gowns, and 
drapes.  The equipment is able to convert roll format as well as sheet format products in many case pack 
and roll length configurations. 

Long-Term Care Products – The products that comprise this category were originally part of the Clinical 
Product Line.  Sales in this area have increased to the point that we now dedicate two entire production 
lines to these items.  The products include patient wipes, mitts and underlays.  All products are made with 
very hi gh quality ai r laid paper  w hich r esults i n v ery s oft, v ery a bsorbent wipes w hich ar e us ed as  
disposable wash cloths and perineal wipes. 

Products are available in 1/4 fold, 1/8 fold, and roll formats, in a variety of widths and perforation lengths.  
The long-term care market is growing and we continue to develop new products for major Canadian and 
US distributors. 

These t hree pr oduct gr oups r epresent WestBond’s ability t o ad apt to m arket dem ands and d evelop 
product lines to satisfy these markets.   

The following chart shows the portion of total sales that each of the product categories contributed during 
the years ended March 31, 2006 through 2010. 
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Discussion of Operations and Financial Condition 
You should refer to our consolidated financial s tatements for the year ended March 31, 2010 while you 
read t his di scussion.  T hose f inancial s tatements pr ovide s ignificant, m aterial information t hat i s no t 
meant t o be,  n or i s i t, included in t his d iscussion.  T his di scussion i s m eant t o provide information not  
included in the financial statements and an explanation of some of the financial statement information. 

Our net income for the year ended March 31,  2010 was $104,054, compared to $163,608 for the year 
ended March 31, 2009.  Our gross profit margin realized during 2010 was 19.9%, compared to 21.0% for 
2009 and 21.3% f or 200 8.  Our gr oss pr ofit margins ar e under  pr essure du e t o i ncreased c ompetition 
from US and Chinese product.  The low value of the US dollar makes their product cheaper in Canada, 
which has reduced our sales and profit margins.   
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Selected Annual Information 
(Unaudited) 

We have summarized selected financial information from the Company’s consolidated financial 
statements, which are prepared in Canadian dollars and in accordance with Canadian generally 
accepted accounting principles (“GAAP”).  

 Years ended March 31, 
Operating Results       2010             2009            2008       
 $ % of $ % of $ % of 
  sales  sales  sales 

Sales 6,198,326  100.0 6,003,308  100.0 5,739,436  100.0 
Cost of sales 4,962,394  80.1 4,743,313  79.0 4,515,344  78.7 

Gross profit 1,235,932  19.9 1,259,995  21.0 1,224,092  21.3 
Selling and marketing expenses 493,376  8.0 486,951  8.1 518,129  9.0 
General and administrative expenses 593,467  9.5 583,647  9.7 637,498  11.1 
Net income before tax 149,089  2.4 189,397  3.2 68,465  1.2 
Income tax expense (recovery)  45,035  0.7 25,789  0.5 (26,920) -0.5 

Net income 104,054  1.7 163,608  2.7 95,385  1.7 

Net income per share, basic and diluted 0.01    0.01    0.01    

Cash dividends declared per common share nil     nil     nil     
 
 March 31, 
Financial Position 2010  2009  2008 
 $  $  $ 
Current assets 1,769,470  1,869,063  1,514,696 
Plant and equipment 2,521,077  2,675,836  2,842,813 
Total assets 4,290,547  4,544,899  4,357,509 
Current liabilities 971,302  1,348,487  1,273,482 
Long-term liabilities 431,015  425,406  494,189 
Shareholders’ equity 2,888,230  2,771,006  2,589,838 

 
Sales 
Sales were $6,198,326 for the year ended March 31,  2010.  This represents a 3.2% increase over the 
year ended March 31, 2009.  Sales increased in personal hygiene, clinical and long-term care products 
and decreased in other products.  We have managed to increase sales even under continued pressure 
from US competitors offering products in reduced value US dollars in the Canadian market.  The long-
term care market continues strong due to the aging population. 

The table below summarizes the sales of the Company for the last five fiscal years. 

 2010 2009 2008 2007 2006 
 $ $ $ $ $ 

Personal hygiene products 2,728,938 2,568,791 2,389,176 2,595,586 2,760,316 
Clinical products 1,529,217 1,515,758 1,589,133 1,864,429 1,882,879 
Long-term care products 1,822,673 1,744,811 1,548,265 1,616,840 1,387,861 
Other products 117,497 173,948 212,862 226,531 228,370 

Total sales 6,198,326 6,003,308 5,739,436 6,303,386 6,259,426 

Change over previous year 3.2% 4.6% -8.9% 0.7% 10.7% 



Our s ales growth is c aused b y increased s ales v olumes, new  c ustomers an d ne w pr oducts.  Price 
increases have not been significant during the last few years.  The decline in sales during 2008 follows a 
period of significant growth from 2004 to 2007.  The decrease in sales during 2008 is due to decreased 
volumes from the personal hygiene and clinical and long-term care product l ines.  The weak US dol lar 
also reduced the Canadian dollar value of our sales to the US and caused US priced competitors’ product 
to be cheaper in Canada.  Approximately 28% of our sales are in US dollars.   

We have developed a strategy that reduces the impact of the fluctuating US dollar on our profits.  If the 
Canadian dollar rises against the US dollar, we make our paper purchases in the United States and shift 
our sales to Canadian distributors.  If the US dollar rises against the Canadian dollar, then we purchase 
our paper  i n C anada an d s hift our  s ales t o U S c ustomers.  We maintain a  pur chasing a nd s elling 
presence in both countries which allows us to grow profitably when market conditions are difficult for our 
competitors.  The volatility of  t he ex change r ate dur ing t he year h as m ade t he i mplementation of  t his 
strategy very challenging. 

We have expanded our production capacity and product offerings for the personal hygiene products from 
2004 t o 20 07 and we i ntend t o f ocus on i ncreasing our s ales of  t hese pr oducts, bot h i n t he western 
United States a nd ac ross Canada.  In September 2 005 we pur chased t he eq uipment of  a  C alifornia 
based pa per c onverter.  We r efurbished a nd installed t wo t issue winders a nd a t owel f older f rom t his 
purchase during 2006 and are now in the process of refurbishing and installing a facial tissue folder and 
other equipment that will increase our efficiency.   

Cost of Sales 

The following table shows the components of cost of sales over the last five years. 

      2010            2009            2008            2007            2006       

 $ % 
sales $ % 

sales $ % 
sales $ % 

sales $ % 
sales 

Materials 3,362,612 54.2 3,225,162 53.7 3,028,269 52.8 3,305,299 52.4 3,376,830 54.0 
Labour 543,802 8.8 490,067 8.2 456,779 8.0 491,718 7.8 484,963 7.8 
Variable overhead 413,911 6.7 387,677 6.5 400,356 7.0 479,490 7.6 415,867 6.6 
Fixed overhead 388,175 6.3 378,943 6.3 382,351 6.7 325,581 5.2 290,166 4.6 
Depreciation 253,894 4.1 261,464 4.3 247,589 4.3 226,261 3.6 170,823 2.7 

Total cost of sales 4,962,394 80.1 4,743,313 79.0 4,515,344 78.7 4,828,349 76.6 4,738,649 75.7 

Materials ar e the m ost s ignificant c omponent of c ost of  s ales.  Bulk pa per is o ur m ain m aterials c ost.  
Personal h ygiene pr oducts and e xamination table p aper ha ve a hi gh m aterials c omponent and a low 
labour component.  By comparison, gowns, drapes, mitts, sheets and pillowcases have a higher labour 
component and a relatively lower materials component.  Our margins are lower for the personal hygiene 
products, where much of the recent has growth occurred, than for the other product lines. 

Paper prices, our most significant materials cost, have increased every year since 2006.  Exchange rate 
fluctuations; however, generally worked in our favour to offset the higher US dollar prices.  Paper prices 
were volatile during the current fiscal year and we expect them to remain unsettled during our 2011 fiscal 
year.  Our prices t o o ur c ustomers hav e been s et t o a llow f or paper c ost increases of  up t o 10% .  
Materials costs also fluctuate f rom differences in the yield factors (the amount of product that a certain 
weight of paper will produce).   

We had some difficulty obtaining paper supplies during the years ended March 31, 2008, 2007 because 
of a shortage in supply and estimate we lost between $100,000 and $150,000 of sales during 2007 and 
2008 as a result.  We have expanded our range of  paper suppliers and have increased our raw paper 
inventories in an attempt to ensure an uninterrupted supply in the future; however, the inability to obtain 
paper at our current input prices may result in lost product sales or in higher materials costs. 

Labour i n c ost of  s ales averaged 8.8% of s ales during 20 10 which is an i ncrease f rom 8. 2% i n 20 09, 
primarily caused by increased wage rates.  The labour market near our factory has been tight during the 
last two years and it has taken extra time to find and train new machine operators.  We saw some relief in 
the 2010 f iscal year caused b y a s lowdown in t he local construction industry.  If we are unable t o h ire 
sufficient machine operators, we will not be able to produce additional products for sale. 



Variable o verhead nor mally f luctuates s lightly f rom one period t o t he nex t.  Increased maintenance 
activities, factory supervision, training and stock transfer costs account for the earlier increases in variable 
overhead.  We curtailed s ome of  t hese ac tivities starting in 200 8 and reduced t he c osts t o a m ore 
sustainable level.  The increase in 2010 over 2009 is from increased warehouse and factory supervision 
labour costs. 

Higher rent added $6,548 to fixed overhead in 2010, $56,629 in 2008 and $28,861 in 2007.  We rented 
additional warehouse space which increased the rent.  This additional space allows us to maintain higher 
inventory l evels, which r educes s hort s hipments and c ustomer bac korders.  Other f luctuations i n f ixed 
overhead are due to differences in insurance premiums.  Increases in depreciation expense are the result 
of bringing new equipment into use. 

Selling Expenses 

Shipping costs are higher in 2010 than in 2009 because of increased shipping r ates to the US.  Sales 
commissions were lower in 2010.  Travel costs to meet with customers were higher in 2010.  

General and Administrative Expenses 

Our general a nd adm inistrative c osts have d ecreased in 2010 ov er 2009 with t he ex ception of  a small 
increase in corporate promotion activities and a foreign exchange loss of $39,340 in 2010 after a $24,866 
gain in 2009.  Foreign exchange gains and losses are included in administration and office expense. 

We are exposed to fluctuations in the US/Cdn dollar exchange rates as portions of our cash, accounts 
receivable and accounts payable are denominated in US dollars.  While the amounts of exposure change 
on a daily basis, we generally have more US dollar financial assets than US do llar liabilities.  Over the 
past year, our exposure r anged f rom U S$105,000 t o U S$296,000 and averaged appr oximately 
US$224,000 ( calculated on a qu arterly bas is).  E ach c hange of  1%  ( e.g., a c hange f rom U S$1.00 =  
Cdn$1.03 to Cdn$1.04) in the value of the US dollar in relation to the Cdn dollar results in a gain or loss 
(before income tax), with a corresponding effect on cash flows, of Cdn$1,000 on an exposure of 
US$100,000.  The US dollar financial assets generally result from sales to US customers.  The US dollar 
financial liabilities generally result from purchases of raw materials from US suppliers 

Interest expense was lower in 2009 over 2008 because we reduced our term loans and because interest 
rates were lower.  I nterest on o ur ba nk i ndebtedness and t erm l oans f luctuates w ith t he pr ime rate of  
interest.  At the levels of this debt at March 31, 2010, a 1% increase in the prime rate of interest would 
increase total interest expense by $5,144 per year. 

During the year ended March 31, 2010, professional fees include $17,641 paid to DuMoulin Black LLP, a 
law firm in which J. Douglas Seppala, one of our directors, is a partner.  The payments represent fees for 
legal services provided to the Company at rates normally charged to arm’s length parties. 

We onl y d eal with c ustomers t hat w e c onsider creditworthy a nd b elieve t hat we ar e not s ubject t o 
significant risk due to bad debts.  Recent general economic conditions may cause some of our customers 
to be less creditworthy.  We regularly monitor our receivables aging and discuss overdue accounts with 
senior-level customer personnel to encourage more prompt payment and to evaluate future 
creditworthiness.  At March 31, 2010, accounts receivable include $12,081 that is more than 60 days past 
due and against which we have made no allowance for loss.  We believe that we will eventually receive 
full pa yment of  t hese am ounts.  D uring 2 010 our ba d debt  l osses a mounted t o $ 1,149 compared t o 
$2,950 for 2009. 

Income Taxes 

The low future income tax expense for 2009 is the result of reductions in future income tax rates enacted 
during the 2009.  The future income tax liabilities that were recorded up to March 31, 2008 at an effective 
rate of  27% were r educed t o 25%, c reating a r ecovery of  $ 38,760.  No f urther rate r eductions were 
enacted during 2010. 

Liquidity and Capital Resources 
Our operating cash flows were $424,057 during the year ended March 31, 2010, an average of $35,338 
per month, compared to $39,755 per month during 2009, before accounting for fluctuations in non-cash 
working capital.  At March 31, 2010, we had cash of $276,008 and working capital of $798,168 compared 
to cash of $151,259 and working capital of $520,576 at March 31, 2009. 



We plan to r e-invest our surplus c ash f low i n ne w equipment t o c ontinue t o expand t he Company's 
product l ines and improve efficiency and to pa y off bank debt .  The total pr incipal outstanding on term 
loans was $39,426 at March 31,  2010.  Principal repayments are $7,881 per month and end in August 
2010. 

We have a revolving bank loan facility of  $1,000,000, of  which $475,000 was used at  March 31, 2010.  
The l oan o utstanding at  a ny t ime may not  b e gr eater t han t he t otal of  75%  of C anadian ac counts 
receivable, 50% of US accounts receivable and 50% of inventory, less accounts payable having priority 
over t he b ank, s uch as  t o gov ernments and em ployees.  A ccounts r eceivable older t han 90 days and 
inventory in excess of $700,000 are not included in the calculation. 

We use the r evolving ba nk l oan f acility primarily to f inance operating w orking c apital.  Inventory an d 
accounts r eceivable l evels nor mally f luctuate b y as  m uch as  $ 200,000 and a ccounts pa yable b y a n 
additional $200,000.  We purchase our paper supplies in relatively large quantities and often have large 
shipments to customers on credit, which are the main reasons for these fluctuations.   

Substantially all of the Company’s assets are pledged as collateral for the revolving bank loan facility and 
the term loans. 

We currently plan to spend approximately $200,000 on equipment expansions and improvements during 
the year ending March 31, 2011.  We will finance these add itions from operating cash f lows.  We may 
acquire a dditional equ ipment, i f w orthy n ew pr oduct oppor tunities ar ise.  F inancing for add itional 
equipment would be available through operating cash flow and additional term loans. 

New Accounting Policies 

We di d n ot a dopt a ny new ac counting s tandards during the year end ed Mar ch 31, 201 0 that h ad a 
significant effect on our financial statements. 

We w ill ad opt International F inancial R eporting Standards ( “IFRS”) ef fective A pril 1,  2011.  T here ar e 
several d ifferences bet ween I FRS an d C anadian G AAP.  T he di fferences t hat c ould ha ve the m ost 
significant impact on o ur f inancial s tatements are t he presentation l ayout, the values as signed to plant 
and equipment, and expanded note disclosure. 

IFRS r equire t he f inancial s tatements comprise a S tatement of  F inancial Position ( Balance S heet), a  
Statement of Comprehensive Income, a Statement of Changes in Equity, a Statement of Cash Flows and 
Notes.  The Statement of Financial Position is presented in order of relevant importance to the company, 
not necessarily in order of liquidity as in Canadian GAAP.  The Statement of Comprehensive Income is 
presented w ith ex penses c lassified ei ther b y f unction ( e.g., c ost of  s ales, s elling, gen eral a nd 
administrative) or by nature (e.g., materials, labour, depreciation) but not both (which is how our 
Canadian G AAP Statement of  I ncome and  C omprehensive Income i s pr esented).  N ote d isclosure is 
made of the nature of expenses if the expenses are classified by function.  The Statement of Changes in 
Equity, which is not required under Canadian GAAP, provides a reconciliation between the opening and 
ending balances of  each c omponent of  equ ity.  T he Statement of Cash F lows under  IFRS is s imilar to 
Canadian GAAP.  Over the next year, we will evaluate the presentation format most suitable to 
WestBond. 

Plant and equipment is more rigorously analysed and evaluated under IFRS than under Canadian GAAP.  
Depreciation rates, expected useful lives and residual values are estimated and adjusted, if necessary, at 
each reporting period.  Depreciation under IFRS commences when the asset is available for use rather 
than when it is actually placed into use under Canadian GAAP.  Impairment losses are recognized under 
IFRS i f t he present value of  future c ash f lows (discounted) ex pected f rom an a sset or  group of  as sets 
exceeds i ts carrying am ount and losses m ay be reversed later i f the value r ecovers.  C anadian GAAP 
uses undiscounted cash flows to determine impairment and recognized losses may not be reversed later.  
The initial adoption rules for IFRS permit us to use the current fair value of our plant and equipment at 
April 1, 2010 as “cost”, rather than requiring the onerous task of revaluing 20 years worth of transactions.  
We will evaluate the most appropriate method of valuing our plant and equipment at April 1, 2010 over 
the next year.  The amount shown for plant and equipment under IFRS might be materially different from 
the amount shown under Canadian GAAP.  Any difference will be reflected in retained earnings at April 1, 
2010. 



Summary of Quarterly Results 
(Unaudited) 

The following table summarises the results of operations for the past eight quarters.  We have extracted 
the data f rom our  c onsolidated f inancial s tatements, which ar e pr epared i n Canadian d ollars a nd in 
accordance with Canadian generally accepted accounting principles.   

  Quarters ended  
Cdn$ x 1,000  Mar 31 Dec 31 Sep 30 Jun 30 Mar 31 Dec 31 Sep 30 Jun 30 
  2010   2009   2009   2009   2009   2008   2008   2008   

Sales  1,301  1,559  1,632  1,706  1,543  1,572  1,455  1,434  
Cost of sales  1,072  1,231  1,329  1,330  1,188  1,278  1,153  1,124  
Gross profit  229  328  303  376  355  294  302  310  
Selling and marketing expenses  117  127  117  133  120  120  129  118  
General and administrative expenses  140  137  159  157  148  135  159  141  

Net (loss) income before taxes  (28) 64  27  86  87  39  14  51  
Income tax (recovery) expense  (6) 18  10  23  9  12  6  (1) 

Net income (loss)  (22) 46  17  63  78 27  8  52  

Net income (loss) per share, basic  
and diluted  - Cdn$  (0.002) 0.004  0.002  0.006  0.007  0.002  0.001  0.005  

          
Sales - % change over previous 

quarter  -16.5 -4.5 -4.4 10.6 -1.8 8.1 1.5 5.1 

Costs, expenses and net income  
- % of Sales          

Cost of sales  82.4 78.9 81.4 78.0 77.0 81.3 79.3 78.4 
Selling and marketing expenses  9.0 8.2 7.1 7.8 7.8 7.6 8.9 8.2 
General and administrative expenses  10.8 8.8 9.8 9.2 9.6 8.6 10.9 9.9 
Income tax (recovery) expense  -0.5 1.2 0.6 1.3 0.6 0.8 0.4 -0.1 
Net (loss) income  -1.7 2.9 1.1 3.7 5.0 1.7 0.5 3.6 

 

 
The fluctuations in sales are, for the most part, due to changes in volume.  The economic stability of the 
global and N orth A merican m arkets gr eatly affect o ur s ales v olumes.  The r ecent r ecession c aused a  
drop in sales in 2009, which in turn reduced our gross profit. 

Slight variations in cost of sales, as a percentage of sales, occur on a regular basis.  These are caused 
by fluctuations in the product mix, production efficiencies and prices for raw materials.   



Share Capital 
The Company has only one class of share capital, common shares without par value.  The Company also 
has warrants outstanding to purchase common shares, a stock option plan and a shareholder rights plan. 

  Amount at 
July 19, 2010 

Authorized common shares  Unlimited 

Issued common shares  11,063,800 

Shares issuable on the exercise of outstanding warrants  1,060,000 

Shares issuable on exercise of outstanding stock options  800,000 

Shares available for future stock option grants  1,200,000 

The stock option plan permits the directors of the Company to grant incentive options to the employees, 
directors, officers and consultants of the Company.  The maximum number of shares issuable under the 
stock option plan is 2,000,000. 

The shareholder r ights p lan ( the “ Plan”) is m eant to pr otect the C ompany’s shareholders f rom unf air, 
abusive or  c oercive t akeover s trategies.  T he P lan w ill r emain i n ef fect unt il the C ompany’s an nual 
general meeting in 2012.  The Plan, in effect, allows holders of  common shares to purchase additional 
common shares from the Company at a 50% discount to the prevailing market price on the occurrence of 
certain triggering events, including ac quisition b y a p erson or  group of  per sons of  20% or m ore of  t he 
shares of the Company in a transaction that is not a Permitted Bid under the Plan.  The rights under the 
Plan are not exercisable by the acquiring person or group of persons.  The rights under the Plan are not 
triggered by purchases of shares made pursuant to a take-over bid that is made to all shareholders on 
identical terms by way of a take-over bid circular prepared in compliance with applicable securities laws, 
and certain other conditions set out in the agreement signed to implement the Plan. 

Other Information 

Additional i nformation r elating t o t he C ompany is av ailable on SEDAR at  www.sedar.com and on t he 
Company’s web-site at www.westbond.ca.  
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Management's Report on the Financial Statements 
The ac companying c onsolidated f inancial s tatements of WestBond E nterprises C orporation have bee n 
prepared b y a nd are t he r esponsibility of  t he c ompany's m anagement.  T he c onsolidated f inancial 
statements have been prepared in accordance with accounting principles generally accepted in Canada 
and contain estimates based on management's judgment.  Management maintains a system of internal 
controls a dequate t o pr ovide r easonable assurance t hat t ransactions ar e authorized, assets ar e 
safeguarded and proper records are maintained. 

The A udit Committee c omprises three d irectors, all of whom ar e neither officers nor employees of  t he 
company.  T he A udit C ommittee m eets w ith m anagement and  t he c ompany's au ditors, 
PricewaterhouseCoopers LLP, to review the financial statements before they are presented to the Board 
of Directors for approval. 

PricewaterhouseCoopers L LP h ave ex amined t hese consolidated f inancial s tatements and t heir r eport 
follows. 

 
 

  
President    Secretary/Treasurer 
July 19, 2010 

 

 



“PricewaterhouseCoopers” refers to PricewaterhouseCoopers LLP, an Ontario limited liability partnership, or, as the context requires, the
PricewaterhouseCoopers global network or other member firms of the network, each of which is a separate legal entity.

PricewaterhouseCoopers LLP
Chartered Accountants
PricewaterhouseCoopers Place

250 Howe Street, Suite 700
Vancouver, British Columbia
Canada V6C 3S7

Telephone +1 604 806 7000
Facsimile +1 604 806 7806

Auditors’ Report

To the Shareholders of
WestBond Enterprises Corporation

We have audited the consolidated balance sheets of WestBond Enterprises Corporation as
at March 31, 2010 and 2009 and the consolidated statements of operations, comprehensive
income and retained earnings and cash flows for the years then ended. These financial
statements are the responsibility of the company’s management. Our responsibility is to
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with Canadian generally accepted auditing standards.
Those standards require that we plan and perform an audit to obtain reasonable assurance
whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement
presentation.

In our opinion, these consolidated financial statements present fairly, in all material respects,
the financial position of the company as at March 31, 2010 and 2009 and the results of its
operations and its cash flows for the years then ended in accordance with Canadian generally
accepted accounting principles.

Chartered Accountants

Vancouver, British Columbia
July 19, 2010



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

 

WESTBOND ENTERPRISES CORPORATION 
Consolidated Balance Sheets 

(Canadian Dollars) 

 March 31,  March 31,  
 2010      2009      
 $         $         

A S S E T S 
CURRENT ASSETS   
Cash and cash equivalents 276,008   151,259   
Accounts receivable 454,774   845,318   
Inventory (note 4) 994,256   830,080   
Prepaid expenses 44,432   42,406   

TOTAL CURRENT ASSETS 1,769,470   1,869,063   

PLANT AND EQUIPMENT (note 5) 2,521,077   2,675,836   

TOTAL ASSETS 4,290,547   4,544,899   

L I A B I L I T I E S 
CURRENT LIABILITIES   
Bank indebtedness (note 6) 475,000   585,000   
Accounts payable and accrued liabilities 456,876   668,915   
Current portion of term loans (note 7) 39,426   94,572   
TOTAL CURRENT LIABILITIES 971,302   1,348,487   
TERM LOANS (note 7) -  39,426   
FUTURE INCOME TAX LIABILITIES (note 8) 431,015   385,980   

TOTAL LIABILITIES 1,402,317   1,773,893   

S H A R E H O L D E R S '   E Q U I T Y 
SHARE CAPITAL (note 10)   
Common shares issued and outstanding 2,099,703   2,099,703   
Warrants 32,364  32,364  
STOCK OPTIONS (note 10) 254,510  241,340  
RETAINED EARNINGS  501,653  397,599  

TOTAL SHAREHOLDERS' EQUITY 2,888,230  2,771,006  

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 4,290,547   4,544,899   

Nature of Operations (note 1) 
Commitments (note 13) 

APPROVED BY THE BOARD OF DIRECTORS:   

 
 

Director  Director 



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

 

 
WESTBOND ENTERPRISES CORPORATION 

Consolidated Statements of Operations,  
Comprehensive Income and Retained Earnings 

(Canadian Dollars) 
 Year ended March 31,   
 2010      2009      
 $         $         

SALES 6,198,326   6,003,308   
COST OF SALES   
Materials 3,362,612  3,225,162  
Labour 543,802  490,067  
Variable overhead 413,911  387,677  
Fixed overhead 388,175  378,943  
Depreciation 253,894  261,464  
Total cost of sales 4,962,394   4,743,313   

GROSS PROFIT 1,235,932   1,259,995   

EXPENSES   
Selling and marketing   
Shipping 358,760   354,651   
Salaries, commissions and employee benefits 117,809   118,553   
Other 16,807   13,747   
Total selling and marketing expenses 493,376   486,951   
General and administrative   
Administration and office 148,110   90,276   
Corporate promotion 5,990  3,969  
Interest on term loans 2,621   9,365   
Interest on other debt 15,589   25,319   
Professional fees 54,906   66,700   
Salaries and employee benefits 366,251   388,018   
Total general and administrative expenses 593,467   583,647   

INCOME FOR THE YEAR BEFORE TAXES 149,089   189,397   

PROVISION FOR INCOME TAXES (note 8)    
Future  45,035  25,789  

NET INCOME AND COMPREHENSIVE INCOME FOR THE YEAR 104,054  163,608  

RETAINED EARNINGS - BEGINNING OF YEAR 397,599  233,991  
RETAINED EARNINGS - END OF YEAR 501,653  397,599  

Weighted average number of shares outstanding 11,063,800  11,063,800  

EARNINGS PER SHARE, basic and diluted 0.01  0.01  



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

 

WESTBOND ENTERPRISES CORPORATION 
Consolidated Statements of Cash Flows 

(Canadian Dollars) 
 Year ended March 31,   
 2010      2009      
 $         $         

CASH FLOWS FROM OPERATING ACTIVITIES   

Net income for the year 104,054  163,608  
Adjustments to reconcile net income to    
 cash flows from operating activities   
 - depreciation 261,798  270,102  
 - future income tax expense (recovery)  45,035  25,789  
 - stock option expense 13,170  17,560  

Cash flows from operating activities before net change 
in non-cash working capital 424,057  477,059  

Net change in non-cash working capital   
 related to operating activities 9,151  (149,759) 

TOTAL OPERATING ACTIVITIES 433,208  327,300  

CASH FLOWS FROM INVESTING ACTIVITIES   

Purchase of plant and equipment (103,887) (112,586) 
Proceeds from the sale of plant and equipment -  11,589  

TOTAL INVESTING ACTIVITIES (103,887) (100,997) 

CASH FLOWS FROM FINANCING ACTIVITIES   

Repayment of term loans  (94,572) (123,702) 
(Decrease) increase in bank indebtedness (110,000) 5,000  

TOTAL FINANCING ACTIVITIES (204,572) (118,702) 

INCREASE IN CASH AND CASH EQUIVALENTS 124,749  107,601  

CASH AND CASH EQUIVALENTS   
 - BEGINNING OF YEAR 151,259  43,658  

CASH AND CASH EQUIVALENTS   
 - END OF YEAR 276,008  151,259  

INTEREST PAID 18,353  35,508  

NON-CASH INVESTING ACTIVITIES   

Increase i n ac counts pa yable a nd ac crued l iabilities related t o 
purchase of plant and equipment 3,152  2,128  



WESTBOND ENTERPRISES CORPORATION 
Notes to the Consolidated Financial Statements 
March 31, 2010 and 2009 
(Canadian Dollars) 
 

 

1. NATURE OF OPERATIONS 

 The company is a paper converter that manufactures disposable products for medical, hygienic and 
industrial uses. 

2. SIGNIFICANT ACCOUNTING POLICIES

 Basis of Presentation 
 These c onsolidated f inancial s tatements are pr epared in ac cordance with C anadian ge nerally 

accepted accounting principles (“Cdn GAAP”) and include the accounts of the company and its wholly 
owned subsidiary, WestBond Industries Inc. 

 Financial Instruments 
 Financial assets, except those classified as held to maturity and derivative financial instruments, are 

measured at  f air value.  Financial l iabilities are measured at  f air value when they are c lassified as  
held for trading; otherwise, they are measured at amortized cost. 

 Comprehensive Income 
 Comprehensive income includes net income and other comprehensive income which refers to 

unrealized gains and losses that under generally accepted accounting principles are excluded f rom 
net i ncome.  T he c ompany does not  c urrently e ngage i n an y t ransactions t hat w ould r esult i n t he 
reporting of other comprehensive income. 

 Cash and Cash Equivalents 
 Cash and c ash equivalents ar e def ined as c ash on hand, dem and de posits an d s hort-term, hi ghly 

liquid investments that are readily convertible to known amounts of cash within ninety days of deposit. 
 Inventory 
 Inventory is measured at the lower of cost and net realizable value.  Raw materials inventory costs 

include all c osts i ncurred to br ing t he m aterials t o t heir c urrent s tate an d l ocation, including t he 
purchase pr ice, d uties, no n-refundable t axes an d f reight.  F inished go ods i nventory includes, i n 
addition t o t he c ost of t he r aw m aterials incorporated i nto their m anufacture, t he c osts of  l abour 
incurred directly in their manufacture and an allocation of indirect variable overhead, fixed overhead 
and depreciation on plant and equipment.  Costs are assigned to inventory on a first-in, first-out basis.  
The overhead allocation is based on the pro-portionate costs of the direct materials and labour costs 
included in finished goods inventory to the total materials and labour costs incurred during the period. 

 Plant and Equipment 
 Plant and equipment are carried at cost less accumulated depreciation.  Depreciation is charged to 

earnings using t he straight-line method i n am ounts s ufficient t o d epreciate t he costs of  t he as sets 
over their estimated useful lives as follows: 

  Factory equipment  - 5 to 20 years 
 Leasehold improvements  - 5 to 10 years 
 Office equipment  - 3 to 10 years 

 Depreciation is not charged on assets not in service.  The company reviews plant and equipment for 
impairment whenever events or changes in circumstances indicate that the carrying amount may not 
be recoverable.  Recoverability is assessed by comparing the carrying amount to the estimated future 
cash flows the assets are expected to generate.  When the carrying amount exceeds estimated future 
cash flows, the assets are written down to fair value. 



WESTBOND ENTERPRISES CORPORATION 
Notes to the Consolidated Financial Statements 
March 31, 2010 and 2009 
(Canadian Dollars) 
 

2. SIGNIFICANT ACCOUNTING POLICIES (continued) 

 

 Stock-Based Compensation Plan 
 The company has a stock-based compensation plan, which is described in note 10.  The fair value of 

stock-based compensation and other stock-based payments made in exchange for goods and services 
is recorded as compensation expense, or a cost of the goods or services acquired in exchange, and a 
contribution to shareholders’ equity during the period in which the stock-based compensation or stock-
based payments vest.   

 Revenue 
 Revenue is r ecognized in the period dur ing which t itle t o t he go ods s old pas ses to the p urchaser, 

which i s g enerally when t he go ods ar e s hipped.  Revenue i s r eported ne t of  es timated r eturns, 
discounts and rebates. 

 Income Taxes 
 Income t axes ar e c alculated us ing t he liability m ethod.  T emporary d ifferences ar ising f rom t he 

difference between the tax basis of an asset or liability and its carrying amount on the balance sheet 
are used to calculate future income tax liabilities or assets.  Future income tax liabilities or assets are 
calculated us ing tax r ates ant icipated t o apply in the p eriods t hat t he t emporary differences ar e 
expected to reverse. 

 Earnings Per Share 
 Basic earnings per s hare i s c alculated us ing the weighted a verage num ber of  c ommon s hares 

outstanding d uring t he p eriod.  Diluted earnings per s hare i s c alculated us ing t he treasury s tock 
method.  This method assumes that common shares are issued for the exercise of stock options and 
that the assumed proceeds from the exercise of stock options are used to purchase common shares 
at t he average m arket pr ice dur ing the per iod.  T he ex cess, i f an y, o ver t he num ber of  s hares 
assumed i ssued a nd t he number of  s hares as sumed p urchased i s added t o the basic weighted 
average n umber of  s hares out standing t o de termine t he di luted num ber of  c ommon s hares 
outstanding.  If the average market price during the period is less than the exercise price of the stock 
options, no dilution will occur. 

 Use of Estimates 
 The pr eparation of f inancial s tatements i n ac cordance with Cdn GAAP requires t he c ompany’s 

management t o m ake e stimates and as sumptions t hat af fect t he am ounts r eported i n t he 
consolidated f inancial s tatements and t he di sclosures i n t he notes t o t he c onsolidated financial 
statements.  Actual results m ay d iffer f rom these es timates.  Significant estimates are m ade in the 
determination of allowances for doubtful accounts receivable, the net realizable value of inventories, 
the us eful l ives of  pl ant and equipment and t he r eversal dat es of  f uture i ncome t ax as sets and 
liabilities. 

 Changes in Accounting Policies 
 Goodwill and Intangible Assets – Effective April 1, 2009, t he company ad opted CICA Handbook 

Section 3 064 – Goodwill and I ntangible A ssets – which es tablishes revised  s tandards f or t he 
recognition, measurement, presentation and disclosure of goodwill and intangible assets.  The 
application of  t his s tandard did not have a  m aterial effect on t he c ompany’s c onsolidated f inancial 
statements 

 Credit Risk and Fair Value of Financial Assets and Financial Assets – Effective April 1, 2009, the 
company a dopted t he r ecommendation of  t he CICA Emerging I ssues C ommittee N o. 1 73 – Credit 
Risk and the Fair Value of Financial Assets and Financial Liabilities – which clarifies that an entity’s 
own credit risk and the credit risk of its counterparty should be taken into consideration in determining 



WESTBOND ENTERPRISES CORPORATION 
Notes to the Consolidated Financial Statements 
March 31, 2010 and 2009 
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2. SIGNIFICANT ACCOUNTING POLICIES (continued) 

 

the fair value of financial assets and liabilities  The application of this recommendation did not have a 
material effect on the company’s consolidated financial statements. 

 Financial Instruments - Recognition and Measurement – Effective A pril 1, 2009 , t he company 
adopted am endments t o CICA Handbook Section 3855 – Financial I nstruments – Recognition a nd 
Measurement.  One amendment clarified that, subsequent to the recognition of an impairment loss on 
a financial asset (other than a loan or receivable), interest income on the impaired financial asset is 
recognized using the rate of interest used to determine the impairment loss.  A second amendment 
expands the previous definition of loans and receivables to include debt securities not quoted in an 
active m arket t hat are n ot i ntended t o b e s old immediately or i n t he n ear t erm. The a mendment 
includes specific guidance on the limited circumstances in which an optional reclassification between 
financial instrument classifications may be permitted.  Section 3855 was also amended such that any 
other than temporary impairment that is identified for held-to-maturity investments is recognized in the 
income s tatement onl y i n r espect of  c redit l osses r ather t han t he en tire c hange i n f air v alue.  A ny 
other t han t emporary impairment l osses on debt  s ecurities t hat are c lassified as av ailable-for-sale 
continue to be adjusted through the income statement in their entirety.  However, other than 
temporary impairment losses recorded on available-for-sale debt securities are reversed through the 
income statement if the fair value subsequently recovers and the increase in value can be objectively 
attributed to an event occurring after the original impairment loss was recognized.  The application of 
these am endments di d not  ha ve a m aterial ef fect on t he c ompany’s c onsolidated financial 
statements. 

 Financial Instruments - Disclosures – Effective April 1, 2009, the company adopted an amendment 
to C ICA Handbook Section 3862 – Financial I nstruments – Disclosures.  T he am endment expands 
disclosures about fair value measurements of financial instruments, including the relative reliability of 
the i nputs us ed i n those measurements and liquidity risk, i n light of  c oncerns t hat the n ature an d 
extent of liquidity risk requirements were unclear and difficult to apply.  The adoption of this 
amendment did not ha ve an y m easurement i mpact on  t he company’s consolidated financial 
statements.  The additional disclosure requirements are presented in note 3. 

 Recently Issued Accounting Pronouncements 
 Consolidated Financial Statements – CICA H andbook Sections 1601 – Consolidated F inancial 

Statements – and 1602 – Non-controlling Interests – have been issued and replace Section 1600 – 
Consolidated F inancial Statements. Section 1601 establishes s tandards f or the pr eparation of 
consolidated financial statements.  Section 1602 establishes standards for the accounting for a non-
controlling i nterest i n a s ubsidiary i n c onsolidated f inancial s tatements s ubsequent t o a bus iness 
combination.  It i s e quivalent t o the c orresponding provisions of  I nternational Financial Reporting 
Standards ( “IFRS”) standard, IAS 27 (Revised) – Consolidated and Separate Financial Statements.  
The s ections apply t o interim and a nnual c onsolidated f inancial s tatements r elating t o f iscal years 
beginning on October 1, 2011.  Earlier adoption is permitted as of the beginning of a fiscal year.  The 
application of this standard is not expected to have a material effect on the company’s consolidated 
financial statements. 

 International Financial Reporting Standards 

 Canadian p ublic c ompanies ar e r equired t o prepare their f inancial s tatements i n ac cordance with 
International Financial Reporting Standards (“IFRS”), as issued by the International Accounting 
Standards Board, for f inancial years beginning on or after January 1, 2011.  Effective April 1, 2011 
the company will adopt IFRS as the basis f or preparing i ts consolidated f inancial s tatements.  T he 
company will prepare its financial statements for the quarter ending June 30, 2011 in accordance with 
IFRS, which will include comparative data for the prior year also prepared in accordance with IFRS. 
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3. FINANCIAL INSTRUMENTS 

The company has various financial instruments including cash and cash equivalents, accounts receivable, 
bank indebtedness, accounts payable and accrued liabilities, and term loans.  Cash and cash equivalents 
are considered t o be held f or t rading and ar e m easured at  fair value.  Accounts r eceivable an d a ll 
financial liabilities are carried at amortized cost.   

Amendments to CICA Handbook Section 3862, Financial Instruments - Disclosures, establish a fair value 
hierarchy that requires the company to maximize the use of observable inputs and minimize the use of 
unobservable inputs when measuring fair value.  The company primarily applies the market approach for 
recurring fair value measurements.  The section describes three input levels that may be used to measure 
fair value:  

Level 1 - unadjusted quo ted pr ices i n ac tive m arkets f or i dentical assets or  l iabilities.  An ac tive 
market for the asset or liability is a market in which t ransactions for the asset or liability occur with 
sufficient frequency and volume to provide pricing information on an ongoing basis. 

Level 2 - quoted prices for similar assets or liabilities; quoted prices in markets that are not active; or 
other inputs that are observable or can be corroborated by observable market data for substantially 
the full term of the assets or liabilities. 

Level 3 - unobservable inputs that are supported by little or no market activity and that are significant 
to the fair value of the assets or liabilities. 

Cash and cash equivalents are measured using level 1 inputs.  Accounts receivable, bank indebtedness, 
and accounts payable and accrued liabilities are financial instruments whose fair value approximates their 
carrying value due to their short-term maturity.  The fair value of the term loans approximates the carrying 
value.  

The company does not believe it is subject to any significant concentration of credit risk.  Cash and cash 
equivalents are he ld with a m ajor financial i nstitution.  A ccounts r eceivable are t he r esult of  s ales t o a  
relatively wide customer base, primarily in North America.  The company only deals with customers that it 
considers creditworthy.  At March 31, 2010 $12,016 of accounts receivable were between 31 and 60 days 
past due and $ 12,081 were more t han 60 days p ast due.   T he c ompany d oes not  c onsider t hese 
accounts impaired based on a review of the debtors’ operations and subsequent payments.  

The company’s bank indebtedness and term loan are at interest rates that fluctuate with market interest 
rates.  At the levels of indebtedness at March 31, 2010, a 1% increase in the annual rate of interest would 
cause interest expense to increase and operating cash flows to decrease by $5,144 per year.   

Portions of  t he c ompany’s c ash, ac counts r eceivable an d accounts p ayable are d enominated in U S 
dollars; accordingly, the company is exposed to fluctuations in the US/Cdn dollar exchange rates.  While 
the amounts of exposure change on a daily basis, the company generally has more US dollar f inancial 
assets than US dollar liabilities.  Over the past year, the exposure ranged from US$105,000 to 
US$296,000 and averaged approximately US$224,000 (calculated on a quarterly basis).  Each change of 
1% (e.g., a change from US$1.00 = Cdn$1.03 to Cdn$1.04) in the value of the US dollar in relation to the 
Cdn d ollar r esults i n a ga in or  l oss ( before i ncome t ax), w ith a c orresponding effect on c ash f lows, of  
Cdn$1,000 on an ex posure of  U S$100,000.  D uring t he year en ded March 3 1, 20 10, t he c ompany 
realized f oreign ex change losses of $ 39,340 (2009 - $24,866 gain).  T he U S dol lar f inancial as sets 
generally r esult f rom s ales t o U S c ustomers.  The US do llar f inancial l iabilities gener ally r esult f rom 
purchases of raw materials from US suppliers.   
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4. INVENTORY 
 2010      2009      
 $         $         
Raw materials 673,430  599,736  
Finished goods 320,826  230,344  

Total inventory 994,256  830,080  

5. PLANT AND EQUIPMENT 
 2010  2009 
  Accumulated Net book   Accumulated Net book 
 Cost depreciation   value  Cost depreciation   value 
  $   $   $    $   $   $  

Factory equipment  4.424.790 1,921,894 2,502,896  4,341,083 1,694,871 2,646,212 
Leasehold improvements  41,459 36,774 4,685  41,459 32,619 8,840 
Office equipment  96,033 82,537 13,496  95,418 74,634 20,784 

Total plant and equipment  4,562,282 2,041,205 2,521,077  4,477,960 1,802,124 2,675,836 

Included in factory equipment are assets costing $240,526 (2009 – $263,291) that had not been put 
into use at year-end. 

6. BANK INDEBTEDNESS 

The company has a $1,000,000 revolving bank loan facility.  The loan outstanding at any time may 
not be greater t han the t otal of  75%  of  C anadian ac counts r eceivable, 50 % of  U .S. accounts 
receivable an d 50%  of  i nventory, less ac counts pa yable h aving pr iority t o t he bank , s uch as  t o 
governments and employees.  A ccounts r eceivable o lder t han 90  da ys a nd inventory i n ex cess of  
$700,000 are not included in the calculation.  The loan outstanding under the facility bears interest at 
bank pr ime r ate pl us 0.75% per annum  (2009 – 0.5%) and i s pa yable o n de mand.  A  f ixed and 
floating charge on substantially all of the company's assets has been pledged as collateral.   

7. TERM LOANS 

 
Monthly principal 

repayment   2010   2009 Interest rate 
 $ $      $       
Total loan 7,881 39,426 133,998 Prime plus 0.75% 
Current portion  39,426 94,572  

Long-term portion  - 39,426  
 
The term loans are f rom a C anadian c hartered b ank.  A s part of i ts a greement with t he bank, t he 
company is r equired to m aintain e arnings b efore i nterest ex pense, income t ax and  de preciation 
of 1.25 times the current portion of long-term debt plus interest expense, calculated on a rolling four 
quarter bas is.  A f ixed and f loating c harge o n s ubstantially all of t he c ompany's as sets has  b een 
pledged as collateral for the term loans.  The final payment date is August 16, 2010.  Minimum term 
loan repayments are $39,426 for the year ending March 31, 2011. 
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8. INCOME TAXES 

The c omponents of  t he c ompany's f uture i ncome t ax l iabilities ar e t he t ax ef fects o f t emporary 
differences in the tax and accounting bases of: 
 2010      2009     
 $      $      

Plant and equipment 463,767  444,081  
Non-capital losses carried forward (30,907) (53,965) 
Other tax deductions carried forward (1,845) (4,136) 

Total future income tax liabilities 431,015  385,980  

The income tax expense shown on the consolidated statement of operations and deficit differs from 
the amounts obtained by applying combined Canadian and British Columbia statutory rates to the net 
income before taxes as follows: 
 2010    2009    

Combined statutory rate 29.63% 30.63% 
 $      $      
Income tax expense based on the statutory rates 44,175  58,005  
Tax effect of expenses that are not deductible for income tax 

purposes 7,221  6,544  

Effect of reductions in the statutory tax rates (6,361) (38,760) 

Income tax expense (recovery) for the year 45,035  25,789  
 
The c ompany has  n on-capital l osses av ailable t o r educe f uture t axable income of  $123,627.  The 
value of these losses is offset against future income tax liabilities.  The losses expire as follows: 

  $ 
March 31, 2028  105,188 

2029  5,093 
2030  13,346 

 

9. Capital Disclosures 
The c ompany’s o bjectives when m anaging c apital are: t o s afeguard t he ab ility of  t he c ompany to 
continue as a g oing c oncern; t o permit t he c ompany to c ontinue ex panding its oper ations, t o t he 
extent compatible and  economically v iable ex pansion op portunities are a vailable; and t o m aximize 
shareholder returns.  The company employs policies and processes for managing capital: to ensure 
that t he c ovenants a nd t erms under  i ts bank  i ndebtedness and t erm l oans ar e c omplied with; t o 
ensure that adequate prices are received for the company’s production to maximize operating cash 
flows; and to maximize shareholder returns. 



WESTBOND ENTERPRISES CORPORATION 
Notes to the Consolidated Financial Statements 
March 31, 2010 and 2009 
(Canadian Dollars) 
 

 

10. SHARE CAPITAL 

Authorized 

The Company is authorized to issue an unlimited number of common shares without par value. 

Issued 
 

Number 
 

Ascribed value 
$ 

Common shares 11,063,800 2,099,703 
Warrants 1,060,000 32,364 

Each warrant entitles the holder to purchase one common share at $0.125 per share until July 17, 2012. 

Stock Option Plan 

The c ompany h as a dopted a s tock op tion plan t hat permits t he d irectors of t he c ompany t o grant 
incentive s tock opt ions to t he em ployees, directors, officers and c onsultants of t he c ompany.  T he 
maximum num ber of s hares i ssuable under t he p lan i s 2,000,000.  O ptions gr anted under t he p lan 
generally have a term of three to five years and vest as to 12-1/2% or 25% upon granting and 12-1/2% 
every three months after that.  The option exercise price is generally set as the market price at the time 
of gr anting; however, a d iscount f rom t he m arket pr ice i s p ermitted un der t he plan, s ubject to t he 
policies of the TSX Venture Exchange. 

Stock options were granted, exercised and forfeited as follows: 

 Number of shares 
subject to option 

Weighted average 
exercise price 

  $ 
Outstanding at March 31, 2008 1,460,000  0.17 
Options expired (100,000) 0.15 

Outstanding at March 31, 2009 1,360,000  0.17 
Options expired (560,000) 0.27 

Outstanding at March 31, 2010 800,000  0.10 

The fair value of the options granted is charged to earnings based on the vesting schedule, typically 
over 21 months.  Stock based compensation expense for the year ended March 31, 2010 was $13,170 
(2009 – $17,560). 

The options outstanding at March 31, 2010 expire as follows: 

Expiry date 
Total number of 
shares subject 

to option 

Weighted 
average 

remaining 
contractual life 

Weighted 
average 

exercise price 
of all options 

Number of 
shares subject to 
options that are 

vested 

Weighted 
average 

exercise price 
of vested options 

March 12, 2013 800,000 2.9 years $0.10 800,000 $0.10 



WESTBOND ENTERPRISES CORPORATION 
Notes to the Consolidated Financial Statements 
March 31, 2010 and 2009 
(Canadian Dollars) 
 

10. SHARE CAPITAL (continued) 

 

Shareholder Rights Plan 

The company has adopted a shareholder rights plan (the “Plan”) to protect its shareholders from unfair, 
abusive or coercive takeover strategies.  The Plan will remain in effect until the close of the company’s 
annual general meeting in 2012.  The Plan, i n ef fect, allows ho lders of  common s hares to purchase 
additional common shares from the company at a 50% discount to the prevailing market price on the 
occurrence of certain triggering events, including acquisition by a person or group of persons of 20% or 
more of  the shares of  the company in a transaction that is not a P ermitted Bid under the P lan.  The 
rights under the Plan are not exercisable by the acquiring person or group of persons.  The rights under 
the Plan are not triggered by purchases of shares made pursuant to a take-over bid that is made to all 
shareholders on identical terms by way of a take-over c ircular prepared in compliance with applicable 
securities laws, and certain other conditions set out in the agreement signed to implement the Plan. 

11. RELATED PARTY TRANSACTIONS 

During the year ended March 31, 2010, the company incurred $17,641 (2009 – $9,519) of legal fees 
in the normal course of operations with a firm in which a director of the company is a partner.  The 
fees are included in professional fees.  At March 31, 2010 accounts payable and accrued liabilities 
include $1,544 (2009 – $nil) due to the firm.  The fees are at rates comparable to those charged to 
un-related parties. 

12. SEGMENTED INFORMATION 

The company operates in one industry, the disposable paper and polyethylene industry.  The 
company’s plant and equipment are located in Canada.  During the year ended March 31, 2010, the 
company had  domestic s ales i n C anada of  $4,672,465 (2009 – $4,487,319) a nd export s ales t o 
Germany of $nil (2009 – $24,225) and the United States of $1,525,861 (2009 – $1,491,764).  During 
the year ended March 31, 2010, the company had sales to one customer of $906,645 (2009 – two 
customers, $1,484,602) each of whom represented more than 10% of sales. 

13. LEASE COMMITMENTS 

The company has entered into operating lease agreements for premises which expire in November 
2010 and June 2014.  Future minimum lease payments are as follows: 

  $ 

Year ending March 31, 2011  238,308 
2012  165,830 
2013  170,272 
2014  171,752 
2015  42,938 
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