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“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 are currently 

experiencing severe financial challenges; 
• financial viability of suppliers; 
• 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 costs 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 March 31, 2009 (unaudited) with comparative figures for December 31, 2008
(in thousands of dollars)

March 31, December 31,
2009 2008

Assets

Current assets:
Cash and cash equivalents 48,436$             60,965$             
Accounts receivable 186,592             213,575             
Other receivables 12,723               7,637                 
Income taxes recoverable 17,138               16,035               
Inventories (note 3) 141,259             132,084             
Prepaid expenses and deposits 6,889                 5,131                 

413,037             435,427             

Future income tax assets 62,870               55,651               
Property, plant and equipment (note 4) 437,256             428,979             
Intangible assets (note 5) 22,767               20,502               
Other long term assets (note 6) 113,671             116,239             

1,049,601$         1,056,798$        

Liabilities and Shareholders' Equity

Current liabilities:
Accounts payable and accrued liabilities 223,303$           228,553$           
Current portion of long-term debt (note 8) 22,474               20,428               

245,777             248,981             

Long-term debt (note 8) 101,459             101,364             
Pension and other post-retirement benefits 163,339             165,367             
Future income tax liabilities 23,535               22,789               
Non controlling interest 1 086 1 218Non-controlling interest 1,086                1,218                

Shareholders' equity:
Share capital (note 9) 629,052             629,052             
Notes receivable for share capital (note 9) (2,700)                (2,700)                
Contributed surplus (note 10) 35,047               34,478               
Accumulated other comprehensive loss (4,681)                (13,212)              
Retained earnings (142,313)            (130,539)            

514,405             517,079             

Guarantees (note 14)
Subsequent events (note 16)

1,049,601$         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

For the three months ended March 31, 2009 and 2008 (unaudited)
(in thousands of dollars, except per share amounts)

March 31, March 31,
2009 2008

Sales 205,072$           433,827$           

    Three months ended

Cost of sales (excluding amortization of property, plant and equipment) 189,557             384,571             
Amortization of property, plant and equipment (production) (note 4) 11,810               9,116                 

Total cost of sales 201,367             393,687             

Gross profit 3,705                 40,140               

Expenses:
Selling, general and administrative 16,942               23,175               
Foreign exchange loss (gain) 1,461                 (844)                   g g (g ) ( )
Amortization of property, plant and equipment (non-production) (note 4) 647                    765                    
Amortization of intangible assets (note 5) 1,111                 1,035                 
Restructuring costs (note 7) 4,397                 -                         
Interest on long term debt 1,280                 2,094                 
Other interest expense (income), net 121                    (963)                   
Gain on disposal of property, plant and equipment (3,963)                (3)                       

21,996               25,259               

Earnings before income taxes and
non-controlling interest (18,291)              14,881               

Income taxes (recovery):
Current (1,588)                4,106                 
Future (4,797)                854                    

(6,385)                4,960                 

Earnings (loss) before non-controlling interest (11,906)              9,921                 

Non controlling interest (132) 15Non-controlling interest (132)                  15                     

Net earnings (loss) (11,774)$            9,906$               

Earnings (loss) per common share (note 11)

Basic (0.16)$                0.14$                 
Diluted (0.16)$                0.14$                 

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



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

For the three months ended March 31, 2009 and 2008 (unaudited)
(in thousands of dollars)

March 31, March 31,
2009 2008

Net earnings (loss) (11,774)$            9,906$               

    Three months ended

Other comprehensive income, net of tax:

 8,531                 9,834                 

 Other comprehensive income 8,531                 9,834                 

 Comprehensive income (loss) (3,243)$              19,740$             

 See accompanying notes to interim consolidated financial statements.

Unrealized gain on translation of financial 
statements of self-sustaining operations



MARTINREA INTERNATIONAL INC. 
Interim Consolidated Statements of Changes in Shareholders' Equity

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

Accumulated other
Notes receivable Contributed comprehensive Retained

Share capital for share capital Surplus income (loss) Earnings Total

Balance, January 1, 2008 629,052$      (2,700)$         29,337$        (65,277)$                131,054$      721,466$      

-               -                -                -                         (505)              (505)              

As restated, January 1, 2008 629,052      (2,700)         29,337        (65,277)                130,549      720,961      

Net loss for the year -               -                -                -                         (261,088)       (261,088)       

Compensation expense related to options -               -                5,141            -                         -                5,141            

Other comprehensive income -               -                -                52,065                   -                52,065          

Balance, December 31, 2008 629,052$      (2,700)$         34,478$        (13,212)$                (130,539)$     517,079$      

Net loss for the period -               -                -                -                         (11,774)         (11,774)         

Compensation expense related to options -               -                569               -                         -                569               

Other comprehensive income -               -                -                8,531                     -                8,531            

Balance, March 31, 2009 629,052$      (2,700)$         35,047$        (4,681)$                  (142,313)$     514,405$      

See accompanying notes to interim consolidated financial statements.

Change in accounting policy (note 1 and 3)



MARTINREA INTERNATIONAL INC. 
Interim Consolidated Statements of Cash Flows

For the three months ended March 31, 2009 and 2008 (unaudited)
(in thousands of dollars)

March 31, March 31,
2009 2008

Cash provided by (used in): 

    Three months ended

Operating activities:
Net earnings (loss) (11,774)$            9,906$               
Items not involving cash:

Amortization of property, plant and equipment (note 4) 12,457               9,881                 
Amortization of intangible assets (note 5) 1,111                 1,035                 
Amortization of deferred financing costs -                     107                    
Future income taxes (4,797)                854                    
Non-controlling interest (132)                   15                      
Gain on disposal of property, plant and equipment (3,963)                (3)                       p p p y, p q p ( , ) ( )
Stock-based compensation 569                    872                    
Pension and other post employment benefits 2,791                 2,130                 

Contribution made to pension and other post employment benefits (3,216)                (3,857)                

(6,954)                20,940               

Changes in non-cash working capital items:
Accounts receivable 31,409               (9,151)                
Other receivables (4,948)                6,034                 
Inventories (2,429)                (127)                   ( ) ( )
Prepaid expenses and deposits (1,758)                (152)                   
Accounts payable and accrued liabilities (21,960)              (10,697)              
Income taxes recoverable (2,779)                (23,073)              

(9,419)                (16,226)              

Financing activities:
Increase in long-term debt 6,703                 1,263                 
Repayment of long-term debt (5,105)                (3,933)                

1 598 (2 670)1,598                (2,670)               

Investing activities:
Acquisition of SKD (note 2) (4,267)                -                         
Purchase of property, plant and equipment (4,897)                (12,969)              
Proceeds on disposal of property, plant and equipment 5,203                 22                      

(3,961)                (12,947)              

Effect of exchange rate changes on cash and cash equivalents (747)                   1,015                 

Decrease in cash and cash equivalents (12,529)              (30,828)              

Cash and cash equivalents, beginning of period 60,965               48,008               

Cash and cash equivalents, end of period 48,436$             17,180$             

Supplemental cash flow information:
Cash paid for interest, net 771$                  1,559$               
Cash paid for income taxes, net 266$                  24,776$             

See accompanying notes to interim consolidated financial statements.



MARTINREA INTERNATIONAL INC. 
Notes to Interim Consolidated Financial Statements                           

For the three months ended March 31, 2009 and 2008 (unaudited)
(in thousands of dollars, except per share amounts)

NOTE 1 SIGNIFICANT ACCOUNTING POLICIES

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 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. The uncertainty around
the ability of one or more of the Detroit 3 to satisfy their financial obligations to the Company and the potential for these
customers to seek bankruptcy protection in order to restructure their operations, represents a material risk to the Company.
In addition, the uncertainty related to the future operations of the Detroit 3 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. On April 30, 2009 Chrysler filed for bankruptcy protection only in the United States.
At this time, the bankruptcy filing by Chrysler in the United States had no material impact on the accounts receivable or
valuation of inventory of the Company. Chrysler's U.S. operations have been provided debtor-in-possession financing to
finance a restructuring plan. The future success of the Chrysler restructuring plan is not known at this time.

The Company 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. The uncertainty around
the ability of one or more of the Detroit 3 to satisfy their financial obligations to the Company and the potential for these
customers to seek bankruptcy protection in order to restructure their operations, represents a material risk to the Company.
In addition, the uncertainty related to the future operations of the Detroit 3 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. On April 30, 2009 Chrysler filed for bankruptcy protection only in the United States.
At this time, the bankruptcy filing by Chrysler in the United States had no material impact on the accounts receivable or
valuation of inventory of the Company. Chrysler's U.S. operations have been provided debtor-in-possession financing to
finance a restructuring plan. The future success of the Chrysler restructuring plan is not known at this time.

The Company has historically conducted a review of its manufacturing facilities as to profitability and future prospects on a
regular basis that have resulted in plant closures. If any additional adverse changes arise in the automotive industry, the
Company will adjust manufacturing capacity accordingly.

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

The Company 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. The uncertainty around
the ability of one or more of the Detroit 3 to satisfy their financial obligations to the Company and the potential for these
customers to seek bankruptcy protection in order to restructure their operations, represents a material risk to the Company.
In addition, the uncertainty related to the future operations of the Detroit 3 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. On April 30, 2009 Chrysler filed for bankruptcy protection only in the United States.
At this time, the bankruptcy filing by Chrysler in the United States had no material impact on the accounts receivable or
valuation of inventory of the Company. Chrysler's U.S. operations have been provided debtor-in-possession financing to
finance a restructuring plan. The future success of the Chrysler restructuring plan is not known at this time.

(b) Accounting changes:

(i) Inventories:

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

i i h h d hi h i l A i i f d i l d PP&E i

g p
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.

(ii) Capital Management:

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

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.

g y p g p y p
new disclosure requirements as presented in note 12. 



MARTINREA INTERNATIONAL INC. 
Notes to Interim Consolidated Financial Statements                           

For the three months ended March 31, 2009 and 2008 (unaudited)
(in thousands of dollars, except per share amounts)

NOTE 1:  SIGNIFICANT ACCOUNTING POLICIES (continued)

(iii) Financial Instruments:

Effective January 1, 2008, the Company adopted CICA Handbook Section 3862, Financial Instruments – Disclosures, and

(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

Goodwill and intangible assets:

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.

NOTE 2: ACQUISITIONS

SKD Automotive Group:

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.

On February 27, 2009 the Company completed the acquisition of certain assets of the SKD Automotive Group including 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

   Total
       $              4,475 

Property, plant and equipment                        8,832 
                       3,230 Customer contracts

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

acquisition costs of approximately US$323 ($395). The results of the acquired operations have been consolidated into the
Company from February 27, 2009. In addition to the above acquisition, certain equipment and inventory was purchased from
certain Canadian operations of the SKD Automotive Group as discussed in note 16.  

Inventory

                       1,157 
Accounts payable and accrued liabilities                   (13,427)

       $              4,267 

Total consideration was paid as follows:

Cash      $              4,662 
Cost of acquisition                          (395)

       $              4,267 

Receivable from SKD 

 February 27, 
2009

Cash Payments 
and Reversals March 31, 2009

Severance  $                  135  $                     -    $                 135 

The restructuring charges are included in accounts payable and accrued liabilities. The purchase equation is preliminary and
subject to change within the first twelve months after the acquisition date.

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

subject to change within the first twelve months after the acquisition date.



MARTINREA INTERNATIONAL INC. 
Notes to Interim Consolidated Financial Statements                           

For the three months ended March 31, 2009 and 2008 (unaudited)
(in thousands of dollars, except per share amounts)

NOTE 3: INVENTORIES

March 31, December 31,
2009 2008

Raw materials 53,935$             46,844$             
Work in progress 23,194               23,254               
Finished goods 29,399               31,289               
Tooling work in progress and other inventory 34,731               30,697               

141,259$           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

NOTE 4: PROPERTY, PLANT AND EQUIPMENT

Accumulated Net book
At March 31, 2009: Cost amortization value

Land 9 229$ -$ 9 229$

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.

Land 9,229$              -$                   9,229$              
Buildings and improvements 79,591               18,362               61,229               
Leasehold improvements 19,750               10,647               9,103                 
Manufacturing and stamping equipment 507,347             208,975             298,372             
Tooling and fixtures 32,828               22,152               10,676               
Motor and delivery vehicles 2,390                 686                    1,704                 
Office and computer equipment 15,387               11,204               4,183                 
Construction-in-progress and spare parts 42,760               -                     42,760               

 709,282$           272,026$           437,256$           

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             
Tooling and fixtures 31,064               20,561               10,503               
Motor and delivery vehicles 2,615 925 1,690Motor 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$           

Construction-in-progress as at March 31, 2009 consists of PP&E under construction of $36,234 (2008 - $43,890) and spare parts
not put to use of $6,526 (2008 - $6,399). PP&E under construction are expected to be placed into productive use during the
following 12 month period.

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



MARTINREA INTERNATIONAL INC. 
Notes to Interim Consolidated Financial Statements                           

For the three months ended March 31, 2009 and 2008 (unaudited)
(in thousands of dollars, except per share amounts)

NOTE 5:  GOODWILL AND INTANGIBLE ASSETS

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

Goodwill:

environment directly impacting the automotive industry.

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

March 31, December 31,
 2009 2008

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

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:

-$                   -$                  

Intangible assets:

The intangible assets include customer contracts arising from past acquisitions. 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.  

A f th t i t t t i f ll

March 31, December 31,
2009 2008

Cost 47,085$             44,454$             
Accumulated amortization (24,318)              (23,116)              
Impairment charge -                     (836)                   

22,767$             20,502$             

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

NOTE 6: OTHER LONG TERM ASSETS

 March 31, December 31,
2009 2008

 
Note receivable 113,671$           116,239$           



MARTINREA INTERNATIONAL INC. 
Notes to Interim Consolidated Financial Statements                           

For the three months ended March 31, 2009 and 2008 (unaudited)
(in thousands of dollars, except per share amounts)

NOTE 6: OTHER LONG TERM ASSETS (continued)

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, g p p
Plant's hourly and salaried affiliated employees (the "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

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

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 (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 March 31, 2009 was $113,671 (2008 - $116,239). The Note may be
terminated upon the occurrence of an insolvency event of  the Company or KFL.

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 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 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 quarter 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 restructuring costs pertained to costs required to keep the Kitchener facility open post ceasing of

March 31, March 31,
 2009 2008

y g p q p y p p g
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. The Company recorded total expenses of $7,442 (2008 -
$0) with respect to restructuring activities of which $ 2,015 (2008 - $0) was recorded as cost of sales and $1,030 (2008 - $0) was
recorded as selling, general and administrative expenses.

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

Employee related severance  1,195$               -$                   
Other restructuring costs  3,202                 -                     

Recorded as Restructuring costs (A) 4,397                 -                     

1,179                 -                     
Pension expenses related to Kitchener facility during restructuring 836                    -                     

Recorded as cost of sales (B) 2,015                 -                     

1 030

Period costs associated with Kitchener facility during restructuring 

P i d t i t d ith Kit h f ilit d i t t i 1,030                -                    
Recorded as selling, general and administrative (C) 1,030                 -                     

Total (A + B + C) 7,442$               -$                   

NOTE 8: LONG TERM DEBT

As at March 31, 2009, $33,563 of the total restructuring costs recorded in the fourth quarter of 2008 and the first quarter of 2009, 
were unpaid and included in accounts payable and accrued liabilities.

Period costs associated with Kitchener facility during restructuring

March 31, December 31,
2009 2008

76,666$             78,010$             Five-year commercial term 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 3.0% or prime plus 2.25%. At
March 31, 2009 the effective yield was 2.9% (2008 - 4.8%). Interest rates vary depending
on the Company's funded debt to earnings ratio before interest, taxes, amortization and
other items. Equal quarterly principal payments of $1,344 are payable, with full repayment
of all outstanding amounts on maturity in September 2011. The term loan requires the

10                      12                      

4,911                 5,009                 

Equipment loan with monthly principal and interest payments of $3, fixed rate of 4.5% per
annum, and maturing in August 2009. These loans are secured by the underlying
equipment.

US dollar equipment loan in the amount of US$3,893 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.

g y p q
maintenance of certain financial ratios and the Company was in compliance with these
ratios as of March 31, 2009.  

332                    771                    US dollar equipment loan in the amount of US$281 with semi-annual principal and interest
payments of US$289, fixed rates of 5.8% per annum, and maturing in April 2009. This
loan is secured by the underlying equipment.

loan is secured by the underlying equipment.
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NOTE 8: LONG TERM DEBT (continued)

3,356                 3,433                 US dollar equipment loans in the amount of US$2,661 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. 

991                    1,151                 

1,186                 1,356                 

3,751                 3,907                 US dollar equipment loan in the amount of US$2,974 with monthly principal and interest

US dollar equipment loan in the amount of US$786 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$941 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.

p p y g

11,590               12,937               

8,110                 8,544                 

payments of US$97, fixed rate of 7.5% and maturing in January 2012. This loan is
secured by the underlying equipment.

Four to seven year equipment loans with interest thereon payable monthly at a 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

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. 

756                    875                    

3,171                 3,388                 

9,103                 2,399                 

Four year term loan to refinance capital equipment with a monthly payment of $40 plus
interest at prime plus 1% and maturing between April 2009 and January 2011. The 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.   

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

These loans are secured by the underlying equipment. 

123,933             121,792             
Less: Current portion 22,474               20,428               

101,459$           101,364$           

2009 22,474$             
2010 17,508               
2011 79,573               
2012 4 378

Future annual minimum principal repayments are as follows:

rate of 6.25% and maturing in March 2012. The loan is secured by the underlying
equipment.   

2012 4,378                

123,933$           
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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 and March 31, 2009 72,426,018       629,052$          

Notes receivable for share capital

The remaining notes receivable of $2,700 as of March 31, 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

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 May 2007, the Company may grant options to its key employees for up to 6,400,000 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

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

Options
Weighted avg 
exercise price Options

 Weighted avg 
exercise price 

December 31, 2008March 31, 2009

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.

p p p p
Balance, beginning of period 6,143,833          11.34$               4,958,833          12.28$               

Granted -                     -                     1,230,000          7.54                   
Cancelled -                     -                     (45,000)              11.00                 

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

Options exercisable, end of period 5,171,333          10.60$               4,593,833          11.03$               

No common share options were exercised during the quarter ended March 31, 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 1,231,000 1999 - 2008 2009 - 2018 Fully vested and 1 to 4 years
$9.00 - 9.50 150,000 Fully vested and up to 1 year
$10.00 - 10.35 1,975,000 2002 2012 Fully vested

2008 2008

The following is a summary of issued and outstanding common share purchase options as at March 31, 2009:

$ 0 00 0 35 ,9 5,000 00 0 u y es ed
$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

6,143,833
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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 $569 for the three
months ended March 31, 2009 (2008 - $872) to reflect compensation expense as derived using the Black-Scholes option valuation

C f $

  
December 31,

2008

Risk free interest rate 2.90%
Expected life (years) 4

Assumptions

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

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

Expected life (years) 4
Expected volatility 39%
Weighted average fair value of options granted 2.05$                 

No common share options were granted during the first quarter ended March 31, 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
th d l i ifi t i ti i th ti t f th f i l f th ti

NOTE 11: EARNINGS (LOSS) PER COMMON SHARE

Three months ended:
Weighed average Weighed average

March 31, 2008March 31, 2009

the model can cause a significant variation in the estimate of the fair value of the options.  

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.

g g g g
number of Per common number of Per common

common shares share amount common shares share amount

Basic 71,826,018       (0.16)$               71,826,018       0.14$                

Effect of dilutive securities
Shares secured by notes receivable 600,000             -                     600,000             -                     
Stock options -                         -                     200,953             -                     

Diluted 72,426,018         (0.16)$                72,626,971         0.14$                 

NOTE 12: FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

The dilutive effect of stock options excludes the effect of 6,143,833 (2008 - 4,405,000) 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, accrued liabilities, long-term debt and foreign exchange contracts. The fair values of cash and cash equivalents,
accounts receivable, accounts payable, 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 theapproximates 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 note receivable fair value has been
determined as mentioned in note 6 and the foreign exchange contracts have been marked to market for fair valuation purposes.
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NOTE 12: FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (continued)

Loans and 

The carrying amounts of the financial instruments as at March 31, 2009 are as follows:

 Held for Trading
Loans and 
receivables Carrying Amount Fair value

Cash and cash equivalents  48,436$                -$                   48,436$             48,436$             
Note receivable    113,671                -                     113,671             113,671             
Accounts receivable  -                     186,592                186,592             186,592             

 162,107$           186,592$           348,699$           348,699$           

-$                    222,718$            222,718$           222,718$           
Foreign exchange contracts  585                  -                   585                   585                   

   Accounts payable and accrued liabilities
Financial liabilities:

Financial assets:

Foreign exchange contracts  585                                     585                   585                   
Long-term debt    -                      123,933              123,933             123,933             

 585$                  346,651$           347,236$           347,236$           

Net financial asset / (liability)  161,522$           (160,059)$          1,463$               1,463$               

Held for Trading
Loans and 
receivables

 
Carrying Amount Fair value

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

 Held for Trading 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$           

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

Foreign exchange contracts 1 310$ -$ 1 310$ 1 310$
Accounts payable and accrued liabilities
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$             

(a) Credit risk:

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

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. 
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NOTE 12: FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (continued)

Some of the Company's major customers, particularly General Motors and Chrysler, are currently at risk of insolvency
without government financial assistance. Notwithstanding any government assistance that has been or may be extended to
any of the Company's major customers, such customers may seek bankruptcy protection in order to restructure their
business and operations. On April 30, 2009, Chrysler announced that they would be filing for bankruptcy only in the United
States. Chrysler Canadian operations remain solvent and are not impacted by the US bankruptcy filings at this time. The
Company has been informed it will receive critical supplier or equivalent status from Chrysler LLC; a condition of the U.S.
treasury's loans to Chrysler is that suppliers get paid; the Company's U.S. operations qualify for and have applied for
payment on normal commercial terms under the U.S. Troubled Asset Relief Program; and the Company has obtained
receivables insurance from the Export Development Corporation for Chrysler LLC receivables. Since OEMs rely on a highly
interdependent network of suppliers, this bankruptcy and any others, absent measures to ensure continued timely payment
f hi t f li ld h “d i ff t” i lti l li b k t i d th th l t

Some of the Company's major customers, particularly General Motors and Chrysler, are currently at risk of insolvency
without government financial assistance. Notwithstanding any government assistance that has been or may be extended to
any of the Company's major customers, such customers may seek bankruptcy protection in order to restructure their
business and operations. On April 30, 2009, Chrysler announced that they would be filing for bankruptcy only in the United
States. Chrysler Canadian operations remain solvent and are not impacted by the US bankruptcy filings at this time. The
Company has been informed it will receive critical supplier or equivalent status from Chrysler LLC; a condition of the U.S.
treasury's loans to Chrysler is that suppliers get paid; the Company's U.S. operations qualify for and have applied for
payment on normal commercial terms under the U.S. Troubled Asset Relief Program; and the Company has obtained
receivables insurance from the Export Development Corporation for Chrysler LLC receivables. Since OEMs rely on a highly
interdependent network of suppliers, this bankruptcy and any others, absent measures to ensure continued timely payment
for shipments from suppliers, could have a “domino effect”, causing multiple supplier bankruptcies and thus the complete
seizure of the automotive industry for a prolonged period of time, all of which would have a material adverse effect on the
Company’s profitability and financial condition.

 March 31, December 31,
2009 2008

For the quarter ended March 31, 2009, 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:

Some of the Company's major customers, particularly General Motors and Chrysler, are currently at risk of insolvency
without government financial assistance. Notwithstanding any government assistance that has been or may be extended to
any of the Company's major customers, such customers may seek bankruptcy protection in order to restructure their
business and operations. On April 30, 2009, Chrysler announced that they would be filing for bankruptcy only in the United
States. Chrysler Canadian operations remain solvent and are not impacted by the US bankruptcy filings at this time. The
Company has been informed it will receive critical supplier or equivalent status from Chrysler LLC; a condition of the U.S.
treasury's loans to Chrysler is that suppliers get paid; the Company's U.S. operations qualify for and have applied for
payment on normal commercial terms under the U.S. Troubled Asset Relief Program; and the Company has obtained
receivables insurance from the Export Development Corporation for Chrysler LLC receivables. Since OEMs rely on a highly
interdependent network of suppliers, this bankruptcy and any others, absent measures to ensure continued timely payment
for shipments from suppliers, could have a “domino effect”, causing multiple supplier bankruptcies and thus the complete
seizure of the automotive industry for a prolonged period of time, all of which would have a material adverse effect on the
Company’s profitability and financial condition.

0-60 days     $           166,068  $          202,219 
61-90 days                      8,072                  6,855 
Greater than 90 days                    12,452                  4,501 

   $           186,592  $          213,575 

As a result of the Chrysler U.S. bankruptcy announcement on April 30, 2009, the Company assessed its trade and tooling
accounts receivable exposure as at March 31, 2009. Based on this assessment, the Company determined that no additional
allowance for doubtful accounts was required at this time.

Closing balance, December 31, 2007     $              2,099 
Decrease during the year                     2,420 

Closing balance, December 31, 2008                     4,519 
D d i th t (91)

As the Company's remaining significant customers continue to make regular and consistent payments in accordance with
agreed upon repayment terms, and the history of good collections, 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:

Decrease during the quarter                        (91)

Closing balance, March 31, 2009     $              4,428 

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) 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 frommanages 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 March 31, 2009, the
Company had cash of $48,436, and available to it swing line credits of $10,000 and US$10,000, revolving credit lines of
$25,000 and US$ 20,000, a term revolving credit line of $64,809 and a term non-revolving credit line of $41,666. The
Company has drawn $41,666 against its term non-revolving credit line and $35,000 against the term revolving credit line. The
remainder of the facility remains unused as of March 31, 2009.

(c) Interest rate risk:

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 loan fluctuates depending on the achievement of certain financial debt ratios, and may cause the
interest rate to increase by a maximum of 1.0%. An increase or decrease of 1.0% in all variable interest rate debt would,
everything else being equal, have an effect of approximately $262 (2008 - $166) on the Company's consolidated statement of
operations for the three month period ended March 31, 2009.

(d) Foreign exchange risk:

At March 31 2009 the Company had committed to sell a total of US$15 711 at an average exchange rate of 1 2002 with

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

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

At March 31, 2009, the Company had committed to sell a total of US$15,711 at an average exchange rate of 1.2002, with
maturity dates ranging from April 2009 to December 2009. At March 31, 2009, the aggregate value of these forward contracts
was an unrealized loss of $585 (2008 - $24) and was recorded in accounts payable and accrued liabilities. The Company
does not apply hedge accounting.

The currency exposure risk on sales, purchases and borrowings as at March 31, 2009 reported in foreign currency are as
follows:

Accounts receivable    96,090                                      -   138 97,647
Accounts payable and accrued liabilities (81,698)                                     -                          -                 (36,131)
Long-term debt  (11,536)                                     -                          -                          -  

                  2,856                        -                        138                61,516 

 USD EURO GBP PESO

A t i bl 95 517 153 161 583

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

Accounts receivable    95,517                                   -   153 161,583

Accounts payable and accrued liabilities (89,809)                                 (101)                    (496)               (28,854)

Long-term debt  (12,851)                                     -                          -                          -  

                (7,143)                    (101)                    (343)              132,729 
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NOTE 12: FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (continued)

At March 31, 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 $324 increase or decrease in the Company's net earnings (loss) for the quarter ended
M h 31 2009 (2008 $600)

 USD EURO GBP PESO

Opening exchange rate  1.2180                               1.7046                 1.7896                0.0885 
Closing exchange rate  1.2347                               1.6265                 1.8005                0.0885 
Average exchange rate  1.2613               1.6710               1.8022               0.0887               

March 31, 2009 (2008 - $600).

The following summary illustrates the fluctuations in the exchange rates applied during the quarter ended March 31, 2009:

         
(e) Capital risk management:

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

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. 

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

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.

NOTE 13:  ECONOMIC DEPENDENCE

The Company, as a supplier to North America's automotive manufacturers, faces certain challenges in the upcoming year. 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 ability of one or more of the Detroit 3 to satisfy their financial obligations to the Company and
the potential for these customers to seek protection from their creditors represent material risks to the Company. 

Recent economic conditions during 2008 and 2009 to date have reduced consumers' demand for certain of the products produced

As such it is likely that the Detroit 3 production levels will decrease significantly from the current levels in the near term Any

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 about its ability to continue as a going concern. On April 30,
2009 Chrysler filed for bankruptcy protection only in the United States. At this time, the bankruptcy filing by Chrysler in the United
States had no material impact on the accounts receivable or valuation of inventory of the Company. Chrysler's U.S. operations
have been provided debtor-in-possession financing to finance a restructuring plan.  The future success of the Chrysler restructuring 
plan is not known at this time. 

As such, it is likely that the Detroit 3 production levels will decrease significantly from the current levels in the near term. Any
inventory, accounts receivable and revenue losses resulting from further production cuts by the Detroit 3 may have a significant
and severe impact on the operations of the Company.
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(in thousands of dollars - except per share amounts)

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 notCompany 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 March 31, 2009, the amount of program financing was $11,076
(2008 - $22,927). The maximum amount of undiscounted future payments the Company could be required to make under the
guarantee is $11,076 (2008 - $22,927).   

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

th

NOTE 15:  OTHER INFORMATION

NOTE 16: SUBSEQUENT EVENTS

I A il 2009 th C i d t i i t d i t l ith t t t f SKD A t ti G

months.

The pension and other post retirement benefits expense in connection with defined benefit pension plans and other post retirement
benefit plans for the three months ended March 31, 2009 was $2,791 (2008 - $2,130).

NOTE 17: COMPARATIVE FIGURES

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

In April 2009, the Company acquired certain equipment and inventory along with customer contracts from SKD Automotive Group
for a purchase price of approximately $3,000 for equipment and $4,100 for inventory. The Company has moved the equipment to
Company facilities within Canada and the United States where the work will be performed for those customers.
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