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There are many challenges, but opportunities will exist for innovative and cost effective suppliers who 
build great products in the short, medium and longer term, and who survive current automotive and 
economic crises.  Growth in business for individual suppliers will occur as OEMs reduce the number 
of Tier 1 suppliers, continue to outsource product, and provide opportunities for new work and 
takeover business.  The Company believes that an industry slow-down or consolidation can be viewed 
as a strategic opportunity to win additional business from competitors producing fluid management 
systems or metal formed products.  The Company also believes that its capabilities provide it with the 
ability to capitalize on a broad range of opportunities.  In 2003, the Company streamlined operations, 
managed the integration of acquisitions to create efficiencies, strengthened product offerings, took 
advantage of technological capabilities and created more profitability.  The Company built on this in 
2004 and in 2005, building a base for the future.  In 2006, the Company again pursued this strategy, 
and added a major complementary acquisition to broaden its base.  In 2007 and 2008, the Company 
focused on integrating its acquisitions and continued with its traditional strategic focus.  The 
Company will continue to pursue its strategies in 2009 and beyond with a view to increasing revenues 
and profits over the longer term. 
 
Forward-Looking Information 
 
Special Note Regarding Forward-Looking Statements  
 
This MD&A contains forward-looking statements within the meaning of applicable Canadian 
securities laws including statements relating to the continuation of monitoring, managing and 
rationalization of expenses, the Company’s expectations regarding the amount of restructuring 
expenses to be expensed during the fourth quarter of 2009, the Company’s expectation regarding the 
financing of future capital expenditures, the Company’s views of the likelihood of tooling and 
component part supplier default, the Company’s views on the long term outlook of the automotive 
industry, and the Company’s ability to capitalize on opportunities in the automotive industry as well 
as other forward-looking statements.  The words “continue”, “expect”, “anticipate”, “estimate”, 
“may”, “will”, “should”, “views”, “intend”, “believe”, “plan” and similar expressions are intended to 
identify forward-looking statements.  Forward-looking statements are based on estimates and 
assumptions made by the Company in light of its experience and its perception of historical trends, 
current conditions and expected future developments, as well as other factors that the Company 
believes are appropriate in the circumstances.  Many factors could cause the Company’s actual results, 
performance or achievements to differ materially from those expressed or implied by the forward-
looking statements, including, without limitation, the following factors, some of which are discussed 
in detail under “Risks and Uncertainties” in this MD&A and which are also discussed in the 
Company’s Annual Information Form and other public filings which can be found at www.sedar.com: 
 

• North American and global economic conditions; 
• the highly cyclical nature of the automotive industry and the industry’s dependence on 

consumer spending and general economic conditions; 
• the Company’s dependence on a limited number of significant customers, which have 

experienced and may continue to face severe financial challenges; 
• financial viability of suppliers; 
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• Martinrea’s reliance on suppliers for components and the risk that suppliers will not be able to 
supply components on a timely basis or in sufficient quantities; 

• competition; 
• the increasing pressure on the Company to absorb costs related to product design and 

development, engineering, program management, prototypes, validation and tooling; 
• increased pricing of raw materials; 
• outsourcing and in-sourcing trends; 
• competition with low cost countries; 
• the risk of increased costs associated with product warranty and recalls together with the 

associated liability; 
• the Company’s ability to enhance operations and manufacturing techniques; 
• dependence on key personnel; 
• limited financial resources; 
• risks associated with the integration of acquisitions; 
• costs associated with  rationalization of production facilities; 
• the potential volatility of the Company’s share price; 
• changes in governmental regulations or laws including any changes to the North American 

Free Trade Agreement; 
• labour disputes; 
• litigation;  
• currency risk; 
• fluctuations in operating results; 
• under-funding of pension plans; and 
• the cost of post-employment benefits. 

 
These factors should be considered carefully, and readers should not place undue reliance on 
the Company’s forward-looking statements.  The Company has no intention and undertakes no 
obligation to update or revise any forward-looking statements, whether as a result of new 
information, future events or otherwise, except as required by law. 



MARTINREA INTERNATIONAL INC. 
Interim Consolidated Balance Sheets

As at September 30, 2009 (unaudited) with comparative figures for December 31, 2008
(in thousands of dollars)

September 30, December 31,
2009 2008

Assets

Current assets:
Cash and cash equivalents 2,691$            60,965$          
Accounts receivable 215,241          213,575          
Other receivables 7,759              7,637              
Income taxes recoverable 7,004              16,035            
Inventories (note 3) 135,731          132,084          
Prepaid expenses and deposits 5,225              5,131              

373,651          435,427          

Future income tax assets 67,290            55,651            
Property, plant and equipment (note 4) 403,589          428,979          
Intangible assets (note 5) 19,845            20,502            
Other long term assets (note 6) 108,534          116,239          

972,909$        1,056,798$     

Liabilities and Shareholders' Eq itLiabilities and Shareholders' Equity

Current liabilities:
Accounts payable and accrued liabilities 191,698$        228,553$        
Current portion of long-term debt (note 8) 14,966            20,428            

206,664          248,981          

Long-term debt (note 8) 76,403            101,364          
Pension and other post-retirement benefits 150,282          165,367          
Future income tax liabilities 25,885 22,789Future income tax liabilities 25,885            22,789          
Non-controlling interest 1,001              1,218              

Shareholders' equity:
Share capital (note 9) 683,057          629,052          
Notes receivable for share capital (note 9) (2,700)             (2,700)             
Contributed surplus (note 10) 36,567            34,478            
Accumulated other comprehensive loss (54,149)           (13,212)           
Accumulated deficit (150,101)         (130,539)         

512,674          517,079          

Guarantees (note 14)

972,909$        1,056,798$     

See accompanying notes to interim consolidated financial statements.

On behalf of the Board:

"Fred Jaekel" Director

"Robert Wildeboer" Director



MARTINREA INTERNATIONAL INC. 
Interim Consolidated Statements of Operations

Three and nine months ended September 30, 2009 and 2008 (unaudited)
(in thousands of dollars, except per share amounts)

September 30, September 30, September 30, September 30,
2009 2008 2009 2008

    Nine months ended    Three months ended

Sales 293,786$        355,481$        742,175$        1,200,169$     

Cost of sales (excluding amortization of property, plant and equipment) 255,077          314,555          660,077          1,056,854       
Amortization of property, plant and equipment (production) (note 4) 11,850            11,610            35,507            30,782            

Total cost of sales 266,927          326,165          695,584          1,087,636       

Gross profit 26,859            29,316            46,591            112,533          

Expenses:
Selling general and administrative 17 949 22 358 52 444 67 637Selling, general and administrative 17,949          22,358          52,444            67,637          
Foreign exchange loss (gain) 2,741              (1,233)             5,705              (1,580)             
Amortization of property, plant and equipment (non-production) (note 4) 738                 1,112              2,079              2,424              
Amortization of intangible assets (note 5) 1,279              1,099              3,527              3,294              
Restructuring costs (note 7) 1,242              -                      12,807            -                      
Interest on long term debt 1,373              1,488              3,773              5,344              
Other interest expense (income), net 147                 (539)                38                   (1,898)             
Loss (gain) on disposal of property, plant and equipment 60                   (332)                (4,029)             (322)                

25,529            23,953            76,344            74,899            

Earnings before income taxes and
non-controlling interest 1,330              5,363              (29,753)           37,634            

Income taxes (recovery):
Current 2,316              3,433              1,872              12,037            
Future (1,657)             (2,229)             (11,845)           170                 

659                 1,204              (9,973)             12,207            

Earnings (loss) before non-controlling interest 671                 4,159              (19,780)           25,427            

Non-controlling interest (46)                  (29)                  (218)                (5)                    

Net earnings (loss) 717$               4,188$            (19,562)$         25,432$          

Earnings (loss) per common share (note 11)

Basic 0.01$              0.06$              (0.26)$             0.35$              
Diluted 0.01$              0.06$              (0.26)$             0.35$              

See accompanying notes to interim consolidated financial statementsSee accompanying notes to interim consolidated financial statements.



MARTINREA INTERNATIONAL INC. 
Interim Consolidated Statements of Comprehensive Income (Loss)

Three and nine months ended September 30, 2009 and 2008 (unaudited)
(in thousands of dollars)

September 30, September 30,  September 30, September 30,
2009 2008  2009 2008

    Nine months ended    Three months ended

Net earnings (loss) 717$               4,188$            (19,562)$         25,432$          

Other comprehensive income, net of tax:

 (23,387)           4,222              (40,937)           11,033            

 Other comprehensive income (23,387)           4,222              (40,937)           11,033            

 Comprehensive income (loss) (22,670)$         8,410$            (60,499)$         36,465$          

 See accompanying notes to interim consolidated financial statements.

Unrealized gain (loss) on translation of financial statements of self-sustaining 
operations

 See accompanying notes to interim consolidated financial statements.
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MARTINREA INTERNATIONAL INC. 
Interim Consolidated Statements of Cash Flows

Three and nine months ended September 30, 2009 and 2008 (unaudited)
(in thousands of dollars)

September 30, September 30, September 30, September 30,
2009 2008 2009 2008

    Nine months ended    Three months ended

Cash provided by (used in): 

Operating activities:
Net earnings (loss) 717$               4,188$            (19,562)$         25,432$          
Items not involving cash:

Amortization of property, plant and equipment (note 4) 12,588            12,722            37,586            33,206            
Amortization of intangible assets (note 5) 1,279              1,099              3,527              3,294              
Amortization of deferred financing costs -                  108                 -                  322                 
Future income taxes (1,657)             (2,229)             (11,845)           170                 
N t lli i t t (46) (29) (218) (5)Non-controlling interest (46)                (29)                (218)                (5)                  
Loss (gain) on disposal of property, plant and equipment 60                   (332)                (4,029)             (322)                
Stock-based compensation 953                 2,051              2,089              4,032              
Pension and other post employment benefits 2,268              1,934              4,776              5,801              

Contribution made to pension and other post employment benefits (2,631)             (4,723)             (8,899)             (13,955)           

13,531            14,789            3,425              57,975            

Changes in non-cash working capital items:
Accounts receivable (62,291)           23,680            (15,765)           41,672            
Other receivables 1,571 (3,214) (632) 12,505Other receivables 1,571            (3,214)           (632)                12,505          
Inventories (8,311)             (19,482)           (8,452)             (2,169)             
Prepaid expenses and deposits 684                 (2,517)             (94)                  (2,857)             
Accounts payable and accrued liabilities 27,432            (5,524)             (36,118)           (65,292)           
Income taxes recoverable 8,271              (1,075)             12,699            (15,346)           

(19,113)           6,657              (44,937)           26,488            

Financing activities:
Issue of share capital (net of share issuance costs) -                      -                      54,005            -                      
Increase in long-term debt 11,800            15,000            29,503            16,263            
Repayment of long-term debt (5,242)             (4,778)             (58,436)           (13,402)           

6,558              10,222            25,072            2,861              

Investing activities:
Acquisition of SKD (note 2) -                      -                      (4,267)             -                      
Purchase of property, plant and equipment (10,148)           (17,699)           (34,840)           (42,479)           
Proceeds on disposal of property, plant and equipment 9                     758                 5,342              1,070              

(10,139)           (16,941)           (33,765)           (41,409)           

Effect of exchange rate changes on cash and cash equivalents (1,145)             1,240              (4,644)             1,190              

Increase (decrease) in cash and cash equivalents (23,839)           1,178              (58,274)           (10,870)           

Cash and cash equivalents, beginning of period 26,530            35,960            60,965            48,008            

Cash and cash equivalents, end of period 2,691$            37,138$          2,691$            37,138$          

Supplemental cash flow information:
Cash paid for interest, net 1,112$            936$               3,226$            3,677$            
Cash paid (received) for income taxes net (2 723)$ 438$ (5 382)$ 29 500$Cash paid (received) for income taxes, net (2,723)$          438$              (5,382)$           29,500$         

See accompanying notes to interim consolidated financial statements.



MARTINREA INTERNATIONAL INC. 
Notes to Interim Consolidated Financial Statements                           

Three and nine months ended September 30, 2009 and 2008 (unaudited)
(in thousands of dollars, except per share amounts)

Martinrea International Inc. (the "Company") was incorporated under the Ontario Business Corporations Act on February 9, 1987. It designs,
engineers, manufactures and sells quality metal parts, assemblies and fluid management systems and is focused on the automotive sector.

NOTE 1:  SIGNIFICANT ACCOUNTING POLICIES

(a) Basis of presentation:

The interim consolidated financial statements have been prepared on a going concern basis in accordance with Canadian generally accepted
accounting principles ("Canadian GAAP"). The going concern basis of presentation reflects the assumption that the Company will continue in
operation for the foreseeable future and will be able to realize its assets and discharge its liabilities and commitments in the normal course of
business.  It is management’s responsibility to assess and disclose the Company’s ability to continue as a going concern.

The Company has historically conducted reviews of its manufacturing facilities as to profitability and future prospects on a regular basis that

The Company still faces certain uncertainties in the upcoming year related to the automotive industry, and concentration of credit risk (note
12(a)). As described in note 12(a) and 13, sales to its four largest customers which are predominately comprised of sales to GM, Ford, and
Chrysler (the “Detroit 3”) represented 84% of the Company’s total sales. During the second quarter of 2009, GM and Chrysler had filed for
bankruptcy protection to restructure their operations and financial obligations and have subsequently emerged from bankruptcy. There was no
impact on the accounts receivable or the valuation of inventory as a result of the bankruptcy protection sought by these customers. However, the
uncertainty related to the future operations of the Detroit 3 still represents a material risk to the Company’s future revenues, profitability and
ability to comply with existing financial covenants on a go forward basis that may require further adjustments to the Company's strategy.

(b) Accounting changes:

(i) Inventories:

Not all disclosures required by generally accepted accounting principles for annual consolidated financial statements are presented and,
accordingly, the interim consolidated financial statements should be read in conjunction with the most recent annual consolidated financial
statements. The interim consolidated financial statements follow the same accounting policies and methods of their application as presented in
the December 31, 2008 annual consolidated financial statements, except for the changes in (b) (iv) noted below.

p y y g p y p p g
have resulted in plant closures. If any additional adverse changes arise in the automotive industry, the Company will adjust manufacturing
capacity accordingly.

(i) Inventories:

(ii) Capital Management:

Effective January 1, 2008, the Company adopted CICA Handbook Section 3031, Inventories, which addresses the measurement and disclosure
of inventories and is consistent with International Financial Reporting Standards. The standard provides guidance on the type of costs that can
be capitalized and requires the reversal of previous inventory write-downs if economic circumstances have changed to support higher inventory
values. Amortization of production related PP&E is now included in the cost of inventory, and the application of fixed manufacturing overheads
is now based on normal capacity. The Company adopted the standard on a prospective basis and recorded an adjustment to opening retained
earnings of $505. The Company also reclassified spare parts valued at $6,906 from other inventory to PP&E and included amortization on
production related PP&E as part of cost of sales in accordance with the new standard.

(iii) Financial Instruments:

Effective January 1, 2008, the Company adopted CICA Handbook Section 1535, Capital Disclosures, which establishes standards for disclosing
information about an entity's capital and how it is managed. The Company has complied with the new disclosure requirements as presented in
note 12. 

Effective January 1, 2008, the Company adopted CICA Handbook Section 3862, Financial Instruments – Disclosures, and CICA Handbook
Section 3863, Financial Instruments – Presentation, which replaces CICA Handbook Section 3861, Financial Instruments - Disclosure and
Presentation. The new disclosure standards require increased disclosure of risks associated with recognized and unrecognized financial
instruments and how those risks are managed. The standards carryforward the former presentation requirements of Section 3861. The
Company has complied with the new disclosure requirements as presented in note 12

(iv)

Effective January 1, 2009 the Company adopted CICA section 3064 "Goodwill and Intangible Assets", which establishes standards for the
recognition, measurement and disclosure of goodwill and intangible assets. The Company has incorporated the impact of this section in these
interim consolidated financial statements and complied with the disclosure requirement in note 5.

Goodwill and intangible assets:

Company has complied with the new disclosure requirements as presented in note 12.



MARTINREA INTERNATIONAL INC. 
Notes to Interim Consolidated Financial Statements                           

Three and nine months ended September 30, 2009 and 2008 (unaudited)
(in thousands of dollars, except per share amounts)

NOTE 2: ACQUISITIONS

SKD Automotive Group:SKD Automotive Group:

February 27, 
2009  Adjustments

September 30, 
2009

$ 4 475 $ - 4 475$

On February 27, 2009 the Company completed the acquisition of certain assets of the SKD Automotive Group which included a facility in Jonesville,
Michigan and a facility in Mexico City, Mexico. The total cash paid was approximately US$3,483 ($4,267) with acquisition costs of approximately
US$323 ($395).  The results of the acquired operations have been consolidated into the Company from February 27, 2009. 

Management's preliminary determination of the fair market value of the assets acquired and liabilities assumed is detailed below:

Inventories $           4,475  $                 -   4,475$           
Property, plant and equipment               8,832 (366)                8,466              
Future income tax asset -                  366                 366                 

              3,230 -                  3,230              
              1,157 (1,082)             75                   

Accounts payable and accrued liabilities            (13,427) 1,082                         (12,345)

 $           4,267  $                 -    $           4,267 

Total consideration was paid as follows:

Cash $ 4 662

Customer contracts - amortized over a 10 year period

Inventories

Receivable from SKD Automotive Group

Cash   $           4,662 
Cost of acquisition                       (395)

      $           4,267 

February 27, 
2009

Cash 
Payments

September 30, 
2009

Severance  $              135  $             (135)  $                 -   

The following table details the components of the restructuring charges that were set up in the above purchase equation:

 
Property, plant and equipment (including installation and transportation costs)    12,128$         

In April 2009, the Company also acquired certain equipment and inventory from the Canadian operations of SKD Automotive Group for an amount of
$9,077. In addition, the Company incurred transportation and installation costs of approximately $7,988 to transport and install this equipment at
various Company plants within Canada, US and Mexico where the work will be performed for the customer programs associated with this equipment. 

The following table is a summary of the equipment and inventory purchased:

The purchase equation is preliminary and is subject to change within the first twelve months after the acquisition date.

Property, plant and equipment (including installation and transportation costs)    12,128$         
      4,937              

Total 17,065$         

NOTE 3: INVENTORIES

September 30, December 31,
2009 2008

Raw materials 51 992$ 46 844$

Inventories

Raw materials 51,992$          46,844$         
Work in progress 21,868            23,254            
Finished goods 27,179            31,289            
Tooling work in progress and other inventory 34,692            30,697            

135,731$        132,084$        

With adoption of CICA Handbook Section 3031, Inventories, on January 1, 2008, the Company recognized a decrease in the carrying amount of its
inventory of $505 on transition to meet the new measurement requirements. The Company adopted the new standard on a prospective basis with
an adjustment to opening retained earnings of $505. The Company also reclassified spare parts valued at $6,906 from other inventory to PP&E and
included amortization on production related PP&E as part of cost of sales in accordance with the new standards.included amortization on production related PP&E as part of cost of sales in accordance with the new standards.



MARTINREA INTERNATIONAL INC. 
Notes to Interim Consolidated Financial Statements                           

Three and nine months ended September 30, 2009 and 2008 (unaudited)
(in thousands of dollars, except per share amounts)

NOTE 4: PROPERTY, PLANT AND EQUIPMENT

Accumulated Net bookAccumulated Net book
At September 30, 2009: Cost amortization value

Land 9,368$            -$                9,368$            
Buildings and improvements 72,521            17,645            54,876            
Leasehold improvements 19,149            11,328            7,821              
Manufacturing and stamping equipment 504,377          214,370          290,007          
Tooling and fixtures 29,582            21,791            7,791              
Motor and delivery vehicles 2,120              614                 1,506              
Office and computer equipment 14,355            10,853            3,502              
Construction-in-progress and spare parts 28,718 - 28,718Construction in progress and spare parts 28,718                            28,718          

 680,190$        276,601$        403,589$        

Accumulated Net book
At December 31, 2008: Cost amortization value

Land 10,031$          -$                10,031$          
Buildings and improvements 77,538            17,364            60,174            
Leasehold improvements 18,526            10,255            8,271              
Manufacturing and stamping equipment 482,366          198,431          283,935          
T li d fi t 31 064 20 561 10 503Tooling and fixtures 31,064          20,561            10,503          
Motor and delivery vehicles 2,615              925                 1,690              
Office and computer equipment 15,124            11,038            4,086              
Construction-in-progress and spare parts 50,289            -                  50,289            

687,553$        258,574$        428,979$        

f C C S C f f $ f

Construction-in-progress as at September 30, 2009 consists of PP&E under construction of $22,739 (2008 - $43,890) and spare parts not put to use
of $5,979 (2008 - $6,399).  PP&E under construction are expected to be placed into productive use during the following twelve month period.

NOTE 5:  GOODWILL AND INTANGIBLE ASSETS

Goodwill:

During the fourth quarter of 2008, the Company determined that the carrying value of goodwill and certain intangible assets were impaired as a result
of significant and sustained decline in the market capitalization of the Company and the deteriorating macro environment directly impacting the
automotive industry.

With adoption of CICA Handbook Section 3031, Inventories, on January 1, 2008, the Company reclassified spare parts of $6,906 from other
inventory to PP&E.

The Company tested the recoverability of the goodwill associated with past acquisitions. The assessment involved using a combination of valuation
approaches including a market capitalization approach and a discounted cash flow approach. The market capitalization approach uses the
Company's publicly traded stock price to determine the fair value. Under the discounted cash flow approach, the Company estimates the expected
discounted future cash flows for the next five years as well as the terminal value to determine the fair value. The expected future cash flows are
based on Company's estimates. Management concluded that an impairment had occurred, and consequently the Company wrote off the entire
carrying value of goodwill through an impairment charge to the consolidated statement of operations in the amount of $230,558. The goodwill
impairment charge is non-cash in nature and does not affect the Company's liquidity, cash flows from operating activities or compliance with debt
covenants.

A summary of the movements in goodwill is as follows:

September 30, December 31,
 2009 2008

Cost  -$                230,558$        
Impairment charge  -                  (230,558)         

 -$                -$                

Intangible assets:

Intangible assets consist of customer contracts arising from acquisitions.  

y g

ta g b e assets co s st o custo e co t acts a s g o acqu s t o s
During 2008, the Company assessed the recoverability of intangible assets by determining whether the carrying value of such assets can be
recovered through undiscounted future cash flows. As the undiscounted future cash flows associated with the customer contracts were less than the
carrying amount, the excess of the carrying amount over the fair value determined based on discounted future cash flows was recorded as an
impairment charge of $836 to the consolidated statement of operations.  
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NOTE 5:  GOODWILL AND INTANGIBLE ASSETS (continued)

A summary of the movements in customer contracts is as follows:

September 30, December 31,
2009 2008

Cost 44,163$          44,454$          
Accumulated amortization (24,318)           (23,116)           
Impairment charge -                  (836)                

19,845$          20,502$          

NOTE 6: OTHER LONG TERM ASSETS

 September 30, December 31,
2009 2008

  
Note receivable 108,534$        116,239$       

Pursuant to the acquisition agreement (the "Purchase Agreement") among Kitchener Frame Limited ("KFL"), a wholly-owned subsidiary of the
Company, the Company and ThyssenKrupp Budd Canada Inc. ("TK Budd Canada") whereby KFL purchased the assets of TK Budd Canada, KFL
assumed the obligations of TK Budd Canada under the defined pension plan for the Kitchener Plant's hourly and salaried affiliated employees (theg p p y p y (
"DPP") as well as the obligations of TK Budd Canada under certain plans for certain other post-employment benefits for hourly and salaried affiliated
employees of the Kitchener Plant ("OPEB Plans").   

TK Budd Canada is required pursuant to the terms of the Purchase Agreement to make the following payments (the "TK Budd Canada Pension
Payments"), on behalf of KFL, on each applicable payment date: all payments required to be made under the DPP other than (i) certain current
service costs in the aggregate amount of $15,608; (ii) any additional payments required to be made as a result of KFL making any changes to the
DPP or the terms of the Kitchener Canadian Auto Workers ("CAW") agreements that increase the liabilities under the DPP after closing of the
acquisition ("Post-Closing Enhancements") and (iii) in certain circumstances, monthly normal cost payments on and after January 1, 2010. TK Budd
Canada is also required pursuant to the terms of the Purchase Agreement to make the following payments (the "TK Budd Canada OPEB Payments"),
on behalf of KFL, on each applicable payment date; all payments required to be made in respect of OPEB Plans other than (i) any additional
payments required to be made as a result of changes made by KFL after the closing to the terms of the OPEB Plans in effect at the time of closing of
the acquisition; and (ii) in certain circumstances, the current OPEB service costs on and after January 1, 2010.

In addition, pursuant to the terms of the Purchase Agreement, TK Budd Canada is required to make all payments required in connection with a wind-
up or partial wind-up of the DPP other than any payments related to Post-Closing Enhancements. 

 

To evidence TK Budd Canada's obligations in respect of the TK Budd Canada Pension Payments and the TK Budd Canada OPEB Payments, TK
Budd Canada has issued to KFL an unsecured non-negotiable promissory note equal to the amount of unfunded liabilities in respect of which TK
Budd Canada has agreed to make TK Budd Canada Pension Payments and TK Budd Canada OPEB Payments, which amount was initially $155,348
(th "N t ") d i d ith C di GAAP Th t f th N t i t ti ll dj t d t l t t l t th

TK Budd Canada is required pursuant to the terms of the Purchase Agreement to make the following payments (the "TK Budd Canada Pension
Payments"), on behalf of KFL, on each applicable payment date: all payments required to be made under the DPP other than (i) certain current
service costs in the aggregate amount of $15,608; (ii) any additional payments required to be made as a result of KFL making any changes to the
DPP or the terms of the Kitchener Canadian Auto Workers ("CAW") agreements that increase the liabilities under the DPP after closing of the
acquisition ("Post-Closing Enhancements") and (iii) in certain circumstances, monthly normal cost payments on and after January 1, 2010. TK Budd
Canada is also required pursuant to the terms of the Purchase Agreement to make the following payments (the "TK Budd Canada OPEB Payments"),
on behalf of KFL, on each applicable payment date; all payments required to be made in respect of OPEB Plans other than (i) any additional
payments required to be made as a result of changes made by KFL after the closing to the terms of the OPEB Plans in effect at the time of closing of
the acquisition; and (ii) in certain circumstances, the current OPEB service costs on and after January 1, 2010.

As security for TK Budd Canada's obligations to make the TK Budd Canada Pension Payments and the TK Budd Canada OPEB Payments, TK Budd
Canada delivered letters of credit for the benefit of the Company in an aggregate amount equal to $320,000. The Company is generally permitted to
draw upon the letters of credit if TK Budd Canada fails to make a TK Budd Canada Pension Payment or a TK Budd Canada OPEB Payment when
due (after adequate notice and verification) in an amount equal to the amount in default rounded up to the nearest multiple of $3,000. In the event
that TK Budd Canada fails to renew a letter of credit or provide adequate replacement security to the Company prior to the date which is thirty days
prior to the expiry of a letter of credit then the Company is permitted to draw upon the entire amount of the letters of credit If there remain letters of

(the "Note") as measured in accordance with Canadian GAAP. The amount of the Note is automatically adjusted quarterly to an amount equal to the
portion of unfunded liabilities as at each quarter that relate to the amounts in respect of which TK Budd Canada has agreed to make related to the
TK Budd Canada Pension Payments and the TK Budd Canada OPEB Payments. The Note as of September 30, 2009 was $108,534 (2008 -
$116,239).  The Note may be terminated upon the occurrence of an insolvency event of  the Company or KFL.

prior to the expiry of a letter of credit, then the Company is permitted to draw upon the entire amount of the letters of credit. If there remain letters of
credit outstanding after July 1, 2010, the aggregate amount of the letters of credit are to be reduced to an aggregate amount equal to the product of
(i) $320,000 and (ii) a fraction, the numerator of which is the amount evidenced by the Note as at July 1, 2010 and the denominator of which is
$175,005.  

Pursuant to the Purchase Agreement, the Company granted to TK Budd Canada an option to purchase all of the outstanding equity securities of KFL
for an exercise price of $1 (the "Call Option"). Unless otherwise specified, the Call Option is exercisable by TK Budd Canada on or after January 1,
2010. The Company has agreed to use its commercially reasonable efforts such that if the Call Option is exercised the liabilities of KFL will be
limited to the defined pension plan and OPEB liabilities in respect of which TK Budd Canada has agreed to make the TK Budd Canada Pension
Payments and the TK Budd Canada OPEB Payments. Other assets and liabilities at the time would be transferred from KFL to a new entity. If and
for so long as the Call Option remains unexercised the letters of credit shall remain outstanding as security The carrying amount of the note isfor so long as the Call Option remains unexercised, the letters of credit shall remain outstanding as security. The carrying amount of the note is
adjusted at each reporting date to equal the carrying value of the DPP and OPEB pension liabilities as its fair value.
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NOTE 7:  RESTRUCTURING COSTS  

During the fourth quarter of 2008 and the first three quarters of 2009, the Company continued to incur severance and restructuring costs related
primarily to the closure of the Kitchener facility and right sizing of the Company's Windsor Ontario and Shelbyville Kentucky facilities The

The summary of expenses associated with the restructuring is as follows:

primarily to the closure of the Kitchener facility and right sizing of the Company's Windsor, Ontario and Shelbyville, Kentucky facilities. The
restructuring costs pertained to costs required to keep the Kitchener facility open post ceasing of production to facilitate the movement of plant and
equipment to other facilities, employee related severance that did not meet the recognition criteria as at December 31, 2008 and transportation and
other costs associated with the moving of equipment between Company facilities to re-align operations with declining sales volumes. During the
quarter ended September 30, 2009, the Company recorded total restructuring expenses of $2,460 (2008 - $0) with respect to restructuring activities
of which $1,114 (2008 - $0) was recorded as cost of sales and $104 (2008 - $0) was recorded as selling, general and administrative expenses.

Nine months endedThree months ended
September 30, September 30,  September 30, September 30,

2009 2008  2009 2008

Employee related severance 439$               -$                8,081$            -$                
Other restructuring costs 803                 -                  4,726              -                  
Recorded as restructuring costs (A) 1,242              -                  12,807            -                  

                 279 -                  2,179              -                  
Pension expenses related to Kitchener facility during restructuring 835                 -                  2,507              -                  
Recorded as cost of sales (B) 1,114              -                  4,686              -                  

Period costs associated with Kitchener facility during restructuring 

                 104 -                  1,233              -                  
Recorded as selling, general and administrative (C) 104                 -                  1,233              -                  
Total (A + B + C) 2,460$            -$                18,726$          -$                

NOTE 8: LONG TERM DEBT

September 30, December 31,
2009 2008

Period costs associated with Kitchener facility during restructuring 

As at September 30, 2009, $1,220 of the total restructuring costs recorded in the fourth quarter of 2008 and the first three quarters of 2009, were
unpaid and included in accounts payable and accrued liabilities.

2009 2008

42,610$          78,010$          Five-year commercial loan secured by a registered general security agreement and a first charge on the assets
of all the Company's material subsidiaries, with interest payable at a variable rate not exceeding bankers
acceptance plus 4.25% or prime plus 3.25%. At September 30, 2009 the effective yield was 3.6% (2008 -
4.8%). Interest rates vary depending on the Company's funded debt to earnings ratio before interest, taxes,
amortization and other items. Prior to September 30, 2009, equal quarterly principal payments of $1,344 were
payable. In September 2009 the commercial loan was amended to a fully revolving credit facility, with no
mandatory quarterly repayments. The maturity date of the loan is November 29, 2011.The term loan requires the
maintenance of certain financial ratios and the Company was in compliance with these ratios as of September
30, 2009. Deferred financing fees of $1,055 (2008 - $0) have been netted against the carrying value of the long

11,405            -                  

7,937              2,399              

7,122              12,937            

30, 2009. Deferred financing fees of $1,055 (2008 $0) have been netted against the carrying value of the long
term debt. 

Four to seven year equipment loans with interest thereon payable monthly at a floating rate of bankers
acceptance plus 2.25%, with a one-time option to fix the variable rate, and maturing from May 2009 to December 
2012 These loans are secured by the underlying equipment

Three year equipment loan with monthly principal and interest payments of $278, a fixed rate of 6.25% and
maturing in March 2012. The loan is secured by the underlying equipment.   

Five year equipment loan with monthly principal payments of $198, a variable rate of prime plus 0.3% and
maturing in July 2014. The loan is secured by the underlying equipment. 

7,218              8,544              

3,687              5,009              

2,670              3,907              US dollar equipment loan in the amount of US$2,494 with monthly principal and interest payments of US$97,
fixed rate of 7 5% and maturing in January 2012 This loan is secured by the underlying equipment

US dollar equipment loan in the amount of US$3,443 with monthly principal and interest payments of US$97, a
fixed rate of 7.2% per annum, and maturing in January 2013.  This loan is secured by the underlying equipment.

2012. These loans are secured by the underlying equipment. 

Four to seven year equipment loans with interest thereon payable monthly at fixed rates of between 5.1% and
5.8%, and maturing from November 2011 to September 2012. These loans are secured by the underlying
equipment. 

2,803              3,388              

2,265              3,433              

fixed rate of 7.5% and maturing in January 2012.  This loan is secured by the underlying equipment.

Five year equipment loan with interest thereon payable monthly at a nominal annual rate of 5.7% and maturing
in July 2011.  The loan is secured by the underlying equipment.   

US dollar equipment loans in the amount of US$2,115 with monthly principal and interest payments of US$80,
variable rates of LIBOR plus 2.5%, and maturing from March 2010 to March 2012, with a one-time lump-sum
payment of US$1,000 owing in March 2012. These loans are secured by the underlying equipment.
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September 30, December 31,
NOTE 8: LONG TERM DEBT (continued) 2009 2008

1 677 -Three year equipment loan with monthly principal and interest payments of $58 a fixed rate of 5 5% and 1,677              -                

886                 1,356              

490                 1,151              

599                 875                 Four year term loan to refinance capital equipment with a monthly payment of $40 plus interest at prime plus 1%

US dollar equipment loan in the amount of US$458 with monthly principal and interest payments of US$59, fixed
interest rates of 7.5% and maturing in May 2010.  This loan is secured by the underlying equipment.

US dollar equipment loan in the amount of US$827 with monthly principal and interest payments of US$29,
variable rate of US prime plus 1% and maturing in June 2012. This loan is secured by the underlying equipment.

Three year equipment loan with monthly principal and interest payments of $58, a fixed rate of 5.5% and
maturing in April 2012. The loan is secured by the underlying equipment.   

-                      12                   

-                      771                 

91,369            121,792          
Less: Current portion 14,966            20,428            

US dollar equipment loan with semi-annual principal and interest payments of US$289, fixed rate of 5.8% per
annum, and matured in April 2009.  This loan was secured by the underlying equipment.

and maturing between April 2009 and January 2011.  The loan is secured by the underlying equipment.  

Equipment loan with monthly principal and interest payments of $3, fixed rate of 4.5% per annum, and matured
in August 2009.  This loan was secured by the underlying equipment.

76,403$          101,364$        

Within 12 months 14,966$          
12 to 24 months 16,660            
24 to 36 months 54,853            
36 to 48 months 2,965              
49 to 60 months 1,925              

91,369$         

Future annual minimum principal repayments are as follows:

91,369$         

NOTE 9: SHARE CAPITAL

Number Amount
Common Shares

Authorized:  Unlimited number of common shares

Issued and outstanding:

Share capital December 31 2007 December 31 2008 72 426 018 629 052$Share capital, December 31, 2007, December 31, 2008 72,426,018     629,052$       
Issued in private placement 11,500,000     55,775            
Share issue costs (net of future tax recovery of $716) -                  (1,770)             

Balance, September 30, 2009 83,926,018     683,057$        

Share Issuance:

On June 25, 2009, the Company issued 11,500,000 common shares on a private placement basis with a syndicate of underwriters. The common
shares were priced at $4.85 per share for gross proceeds of $55.8 million. Out of the net proceeds received of $54.0 million (after deducting all
transactions costs net of tax), a total of $31.7 million was used to pay down the term revolving credit line and the balance was used to finance
working capital

Notes receivable for share capital:

The Company has one stock option plan for key employees Under the plan as amended and approved at the Company's annual general meeting in

working capital.

The remaining notes receivable of $2,700 as of September 30, 2009 represent 10 year, non-interest bearing notes issued to two senior officers in
2001 in order to enable them to acquire an aggregate of 1,500,000 shares of the Company at a price of $4.50 per common share. These notes are
secured by the acquired common shares and have been included as a component of shareholders' equity for presentation purposes. As shares of
the Company are sold, the notes must be repaid in proportion to the amount of shares sold.

Stock options:

The Company has one stock option plan for key employees. Under the plan as amended and approved at the Company s annual general meeting in
June 2009, the Company may grant options to its key employees for up to 9,000,000 shares of common stock with option room available calculated
in accordance with the terms of the stock option plan. The Company has, in the past, also granted options to officers and employees of Rea
International Inc. and Pilot Industries Inc. in connection with the acquisitions thereof. Such options were granted outside the stock option plan.
Under the plan, the exercise price of each option equals the market price of the Company's stock on the date of grant or such other date as
determined in accordance with stock option plan and the policies of the Company, and the options have a maximum term of 10 years. Options are
granted throughout the year and vest between 0 and 4 years.
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NOTE 9: SHARE CAPITAL (continued)

The following summary sets out the activity in outstanding common share purchase options:The following summary sets out the activity in outstanding common share purchase options:

Options
Weighted avg 
exercise price Options

Weighted avg 
exercise price 

Balance, beginning of period 6,143,833       11.34$            4,958,833       12.28$            
Granted 632,000          7.21                1,230,000       7.54                
Exercised -                  -                  -                      -                      
Cancelled -                -                (45,000)           11.00            

December 31, 2008September 30, 2009

Cancelled                                 (45,000)           11.00            

Balance, end of period 6,775,833       10.96$            6,143,833       11.34$            

Options exercisable, end of period 5,766,333       10.95$            4,593,833       11.03$            

The following is a summary of issued and outstanding common share purchase options as at September 30, 2009:

No common share options were exercised during the three and nine months ended September 30, 2009.

Range of exercise price per share
Number 

outstanding Date of grant Expiry  Vesting period

$3.00 - 6.00 307,833 2005 & 2008 2015 & 2018 Immediately and 1 to 4 years
$6.00 - 7.00 95,000 2004 - 2008 2014 - 2018 Fully vested and 1 to 4 years
$7.00 - 8.60 1,863,000 1999 - 2009 2009 - 2018 Fully vested and 1 to 4 years
$9.00 - 9.50 150,000 2008 Fully vested and up to 1 year
$10.00 - 10.35 1,975,000 2002 2012 Fully vested
$11 00 12 00 285 000 1998 2006 2008 2016 Fully vested and 1 to 4 years

2008

$11.00 - 12.00 285,000 1998 - 2006 2008 - 2016 Fully vested and 1 to 4 years
$16.00 - 17.75 2,100,000 2007 2017 Immediately and 1 to 4 years

6,775,833

NOTE 10: CONTRIBUTED SURPLUS

Contributed surplus includes the portion of stock-based compensation recognized to date that remains unexercised for stock-based compensation
arrangements. Actual forfeitures are accounted for as they occur. The Company expensed $953 and $2,089 for the three and nine months ended
September 30, 2009 (2008 - $2,051 and $4,032) respectively to reflect compensation expense as derived using the Black-Scholes option valuation
model. Contributed surplus also includes the value of $5,000 relating to expired warrants.

  

September 30, December 31,
2009 2008

Risk free interest rate 2.40% 2.90%
Expected life (years) 4 4
Expected volatility 49% 39%

model.  Contributed surplus also includes the value of $5,000 relating to expired warrants.

Assumptions

The table below shows the assumptions used in determining stock-based compensation expense under the Black-Scholes option valuation model:

Expected volatility 49% 39%
Weighted average fair value of options granted 2.92$              2.05$              

632,000 common share options were granted during the three and nine months ended September 30, 2009.

The Black-Scholes option valuation model used by the Company to determine fair values was developed for use in estimating the fair value of freely
traded options, which are fully transferable and have no vesting restrictions. The Company's stock options are not transferable, cannot be traded
and are subject to vesting restrictions and exercise restrictions under the Company's black-out policy which would tend to reduce the fair value of the
Company's stock options. Changes to subjective input assumptions used in the model can cause a significant variation in the estimate of the fair
value of the options.  
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NOTE 11: EARNINGS (LOSS) PER COMMON SHARE

Basic and diluted earnings per common share have been calculated using the weighted average and maximum dilutive number of shares, using the

Three months ended:

Weighted avg. Weighted avg.
number of Per common number of Per common

common shares share amount common shares share amount

Basic 83,326,018 0.01$              71,826,018     0.06$              

September 30, 2008September 30, 2009

Basic and diluted earnings per common share have been calculated using the weighted average and maximum dilutive number of shares, using the
treasury stock method.

Effect of dilutive securities
Shares secured by notes receivable 600,000          -                  600,000          -                  
Stock options 87,535            -                  42,703            -                  

Diluted 84,013,553 0.01$              72,468,721     0.06$              

Ni th d d

The dilutive effect of stock options excludes the effect of 6,373,000  (2008 - 5,861,000) out of money options whose strike price is higher than the 
average market price for the period, as they are anti-dilutive.

September 30 2009

 

September 30 2008Nine months ended:

Weighted avg. Weighted avg.
number of Per common number of Per common

common shares share amount common shares share amount

Basic 75,927,121 (0.26)$             71,826,018     0.35$              

Effect of dilutive securities
Shares secured by notes receivable 600,000          -                  600,000          -                  
St k ti 8 222 174 248

September 30, 2009 September 30, 2008

Stock options 8,222            -                174,248          -                

Diluted 76,535,343 (0.26)$             72,600,266     0.35$              

 
NOTE 12: FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

The dilutive effect of stock options excludes the effect of 6,745,833 (2008 - 4,590,000) out of the money options whose strike price is higher than the
average market price for the period, as they are anti-dilutive.

The Company's financial instruments consist of cash and cash equivalents, accounts receivable, note receivable, accounts payable and accrued
li biliti l t d bt d f i h t t Th f i l f h d h i l t t i bl t bl d

Held for Loans and Carrying

liabilities, long-term debt and foreign exchange contracts. The fair values of cash and cash equivalents, accounts receivable, accounts payable and
accrued liabilities as recorded in the consolidated balance sheets approximate their carrying amounts due to the short-term maturities of these
instruments. The estimated fair value of the long-term debt approximates its carrying value since the long-term debt are subject to terms and
conditions similar to those available to the Company for instruments with comparable terms, and the interest rates are market-based. The fair value
of the note receivable has been determined as mentioned in note 6 "Other long term assets" and the foreign exchange contracts have been marked
to market for fair valuation purposes.

The carrying amounts of the financial instruments as at September 30, 2009 are as follows:

 
Held for 
Trading

Loans and 
receivables

 Carrying 
Amount Fair value

Cash and cash equivalents  2,691$            -$                2,691$            2,691$            
Note receivable              108,534 -                  108,534          108,534          
Accounts receivable  -                  215,241             215,241          215,241          

 111,225$        215,241$        326,466$        326,466$        

Accounts payable and accrued liabilities $ 191 698$ 191 698$ 191 698$

Financial assets:

Financial liabilities:

Accounts payable and accrued liabilities -$               191,698$        191,698$        191,698$       
Long-term debt    -                  91,369             91,369            91,369            

 -$                283,067$        283,067$        283,067$        

Net financial asset / (liability)  111,225$        (67,826)$         43,399$          43,399$          



MARTINREA INTERNATIONAL INC. 
Notes to Interim Consolidated Financial Statements                           

Three and nine months ended September 30, 2009 and 2008 (unaudited)
(in thousands of dollars, except per share amounts)

NOTE 12: FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (continued)

 
Held for 
Trading

Loans and 
receivables

 Carrying 
Amount Fair value

Financial assets:
Cash and cash equivalents  60,965$          -$                   60,965$          60,965$          
Note receivable            116,239 -                               116,239           116,239 

Accounts receivable  -                            213,575           213,575           213,575 

177,204$ 213,575$ 390,779$ 390,779$

The carrying amounts of the financial instruments as at December 31, 2008 are as follows:

177,204$       213,575$       390,779$        390,779$       

Financial liabilities:
-$                227,243$           227,243$        227,243$        

Foreign exchange contracts                1,310 -                                1,310               1,310 

Long-term debt  -                            121,792              121,792           121,792 

 1,310$            349,035$           350,345$        350,345$        

Net financial asset / (liability) 175,894$       (135,460)$      40,434$          40,434$         

Accounts payable and accrued liabilities

Net financial asset / (liability) 175,894$       (135,460)$      40,434$          40,434$         

(a) Credit risk:

Credit risk refers to the risk of losses due to failure of the Company's customers or other counterparties to meet their payment obligations. The
Company primarily sells to the North American automotive industry and provides credit to its customers in the normal course of business. The
exposure to credit risk associated with the non-performance of these customers can be directly impacted by a decline in economic conditions
which would impair the customers' ability to discharge their obligations to the Company. 

The Company has exposure to the following risks from its use of financial instruments, and manages these risk exposures as follows:

Approximately 84% (2008 - 90%) of the Company’s production sales are derived from four (2008 - four) customers The Company manages

 September 30, December 31,
2009 2008

0-60 days     $       204,008  $       202,219 
61-90 days                  5,680               6,855 
Greater than 90 days                  5,553               4,501 

Approximately 84% (2008 - 90%) of the Company s production sales are derived from four (2008 - four) customers. The Company manages
this risk by ensuring that these customers continue to settle accounts under the agreed upon payment terms, and long outstanding balances
are investigated and resolved on a timely manner.

The aging of accounts receivable at the reporting date was as follows:

y

    $       215,241 $       213,575 

Closing balance, December 31, 2007     $           2,099 

Increase during the year                  2,420 

Closing balance December 31 2008 4 519

A provision for doubtful accounts is made on a customer by customer and invoice by invoice basis, based on ongoing customer discussions.
The reconciliation of the allowance for doubtful accounts is as follows:

Closing balance, December 31, 2008                 4,519 
Decrease during the period                    (806)

Closing balance, September 30, 2009     $           3,713 

The Company is exposed to the non-performance by counterparties to foreign currency forward contracts. These counterparties are large
international financial institutions and, to date, no such counterparty has failed to meet its financial obligation to the Company. Management
does not believe there is a significant risk of non-performance by these counterparties.
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NOTE 12: FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (continued)

(b) Li idit i k(b) Liquidity risk:

Liquidity risk is the risk that the Company will not be able to meet its financial obligations when they come due. The Company manages liquidity
risk by monitoring sales volumes and collection efforts to ensure sufficient cash flows are generated from operations to meet the liabilities when
they become due. Management monitors consolidated cash flows on a weekly basis covering a rolling 12 week period, quarterly through
forecasting and annually through the budget process. The adverse conditions in the North American automotive industry, as described in note
12(a), could have a material adverse effect on the Company's liquidity impacting its ability to meet its financial obligations as they become due.
At September 30, 2009, the Company had cash of $2,691 and available to it swing line credits of $10,000 and US$10,000, term revolving credit
lines of $87,500 and US$30,000. The Company has drawn $42,610 against its term revolving credit line. The remainder of the facility remains
unused as at September 30, 2009.

(c) Interest rate risk:

(d) F i h i k

Interest rate risk refers to the risk that the value of a financial instrument or cash flows associated with the instrument will fluctuate due to
changes in market interest rates. The Company is exposed to interest rate risk as the Company's long-term debt bears interest at rates linked
to the US prime, Canadian prime, 1 month LIBOR or the bankers acceptance rates. The interest rate on the term revolving facility fluctuates
depending on the achievement of certain financial debt ratios, and may cause the interest rate to increase by a maximum of 1.25%. An
increase or decrease of 1.0% in all variable interest rate debt would, everything else being equal, have an effect of approximately $191 and
$713 (2008 - $180 and $510) on the Company's consolidated statement of operations for the three and nine month period ended September
30, 2009 respectively.

(d) Foreign exchange risk:

At September 30, 2009, the Company had no outstanding commitments in relation to foreign exchange. The Company does not apply hedge
accounting.

Foreign exchange risk refers to the risk that the value of the financial instruments or cash flows associated with the instruments will fluctuate
due to changes in the foreign exchange rates. The Company undertakes revenue and purchase transactions in foreign currencies, and
therefore is subject to gains and losses due to fluctuations in foreign currency exchange rates. The Company's foreign exchange risk
management includes the use of foreign currency forward contracts to fix the exchange rates on certain foreign currency exposures. The
Company periodically enters into foreign exchange forward contracts to manage exposure of exchange rate fluctuations between the Mexican
Peso and US Dollar.

 USD EURO GBP PESO

Accounts receivable              111,015                  205 21 189,346
Accounts payable and accrued liabilities          (108,099)                 (377)                   (57)            (62,717)
Long-term debt             (9,337)                    -                       -                      - 

accounting.

The Company does not use derivative financial instruments for speculative purposes.

The currency exposure risk on sales, purchases and borrowings as at September 30, 2009 reported in foreign currency are as follows:

Long-term debt              (9,337)                                                                  

             (6,421)                 (172)                   (36)          126,629 

 USD EURO GBP PESO

Accounts receivable                95,517                     -   153 161,583
Accounts payable and accrued liabilities            (89,809)                 (101)                 (496)            (28,854)
Long-term debt           (12,851)                    -                       -                      - 

The currency exposure risk on sales, purchases and borrowings as at December 31, 2008 reported in foreign currency are as follows:

Long-term debt            (12,851)                                                                  

             (7,143)                 (101)                 (343)          132,729 

 USD EURO GBP PESO

Opening exchange rate              1.2180             1.7046             1.7896             0.0885 

The following summary illustrates the fluctuations in the exchange rates applied during the nine month period ended September 30, 2009:

At September 30, 2009, a 5% rise or fall of the Canadian dollar against the other currencies, assuming all other variables remain the same,
would have resulted in a $244 and $290 increase or decrease in the Company's net earnings (loss) for the three and nine months ended
September 30, 2009 (2008 - $64 and $454) respectively.

Closing exchange rate              1.0707             1.5686             1.7158             0.0795 
Average exchange rate              1.1862 1.6026            1.8051            0.0869            
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NOTE 12: FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (continued)

( ) C it l i k t(e) Capital risk management:

The Company's objectives in managing capital are to ensure sufficient liquidity to pursue its strategy of organic growth combined with strategic
acquisitions and to provide returns to its shareholders. The Company defines capital that it manages as the aggregate of its shareholders'
equity, which is comprised of issued capital, contributed surplus, accumulated other comprehensive income and retained earnings. 

The Company manages its capital structure and makes adjustments in light of general economic conditions, the risk characteristics of the
underlying assets and the Company's working capital requirements. In order to maintain or adjust its capital structure, the Company, upon
approval from its Board of Directors, may issue or repay long-term debt, issue shares, repurchase shares, or undertake other activities as
deemed appropriate under the specific circumstances. The Board of Directors reviews and approves any material transactions out of the

NOTE 13:  ECONOMIC DEPENDENCE

In addition to debt and equity the Company may use operating leases as additional sources of financing. The Company monitors debt leverage
ratios as part of the management of liquidity and shareholders’ return and to sustain future development of the business. The Company is
subject to externally imposed capital requirements and its overall strategy with respect to capital risk management remains unchanged from the
prior year.

pp p p pp y
ordinary course of business, including proposals on acquisitions or other major investments or divestitures, as well as annual capital and
operating budgets.

Recent economic conditions during 2008 and 2009 to date have reduced consumers' demand for certain of the products produced by the Detroit 3.
In addition, illiquid credit market conditions have reduced the availability of financing for many consumers. These factors, combined with the general
slowdown in consumer spending caused by uncertainty about future market conditions, continue to adversely impact the Detroit 3's profits and cash
flows. Further, General Motors, the Company's largest customer in 2008, advised in its 2008 financial statements that there is substantial doubt

b t it bilit t ti i D i th d t f 2009 GM d Ch l fil d f b k t t ti t t t it

The Company, as a supplier to North America's automotive manufacturers, faces certain challenges related to economic dependence. It is
economically dependent on three major customers namely General Motors, Ford Motor Company and Chrysler (collectively "the Detroit 3") in order
to generate operating profits and cash flows from operations and for the continued viability of the Company's business. The uncertainty around the
continuing and long-term ability of one or more of the Detroit 3 to satisfy their financial obligations to the Company represent material risks to the
Company. 

NOTE 14:  GUARANTEES

The Company is a guarantor under a tool financing program. The tool financing program involves a third party that provides tooling suppliers with
financing subject to a Company guarantee. Payments from the third party to the tooling supplier are approved by the Company prior to the funds
being advanced. The amounts loaned to tooling suppliers through this financing arrangement do not appear on the Company's interim consolidated
balance sheets. At September 30, 2009, the amount of program financing was $29,563 (2008 - $22,927). The maximum amount of undiscounted

about its ability to continue as a going concern. During the second quarter of 2009, GM and Chrysler filed for bankruptcy protection to restructure its
operations and financial obligations and have subsequently emerged from bankruptcy. There has been no impact on the accounts receivable or the
valuation of inventory as a result of the bankruptcy protection sought by these customers.

NOTE 15:  OTHER INFORMATION

The Company would be required to perform under the guarantee in cases where a tooling supplier could not meet its obligation to the third party.
Since the amount advanced to the tooling supplier is required to be repaid generally when the Company receives reimbursement from the final
customer, and at this point the Company will in turn repay the tooling supplier, the Company views the likelihood of tooling supplier default as
remote. Moreover, if such an instance were to occur, the Company would obtain the tool inventory as collateral. The term of the guarantee will vary
from program to program, but typically ranges between 6 to 18 months.

p , , p g g $ , ( $ , )
future payments the Company could be required to make under the guarantee is $29,563 (2008 - $22,927).   

NOTE 16: COMPARATIVE FIGURES

Certain comparative figures have been reclassified to conform to the current year basis of presentation.

The pension and other post retirement benefits expense in connection with defined benefit pension plans and other post retirement benefit plans for
the three and nine months ended September 30, 2009 was  $2,268 and $4,776 (2008 - $1,934 and $5,801) respectively .
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