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Continuing Progress  

I am pleased to report that we continue to make 

progress towards building on the foundation for 

future success by focusing on the fundamentals 

of our business.   

 Times such as these highlight the value of 

our disciplined investment approach and focus 

on quality companies with solid balance sheets.  

The third quarter of 2007 was a tumultuous one, 

as concerns about the credit worthiness of 

various structured debt products reduced 

liquidity across the financial markets.  By 

staying true to our investment style, our 

investment results on behalf of clients have 

generally been strong year-to-date in 2007 as 

our investment team continues to execute 

effectively on our investment discipline. 

 Business conditions, however, remain 

challenging, as reflected in our assets under 

management.  We remain focused on delivering 

sustainable investment performance and quality 

client service, and on creating long-term 

shareholder value. 

Mutual Funds  

As outlined last quarter, we have launched our 

own family of mutual funds.  While we do not 

anticipate these funds contributing to revenues 

until the first quarter of 2008, this is an exciting 

initiative for SEAMARK.  These funds will allow 

us to better leverage the work of our investment 

team and, over time, help us to deliver on our 

commitment to diversify our client base.   

Dividend 

The Board of Directors has declared our next 

quarterly dividend of $0.07 per share, payable 

November 30, 2007 to shareholders of record 

as of November 15, 2007. 

Yours truly, 

 

 

 
 
Stuart R. Raftus 
President & Chief Executive Officer 



 

 

MANAGEMENT DISCUSSION AND ANALYSIS 
FOR THE QUARTER AND NINE MONTHS ENDED SEPTEMBER 30, 2007 

 
Certain information regarding SEAMARK Asset Management Ltd. contained herein may constitute 
forward looking statements within the meaning of applicable securities laws.  Forward looking statements 
include estimates, plans, expectations, opinions, forecasts, projections, guidance or other statements that 
are not statements of fact.  These statements reflect management’s current expectations based on the 
business conditions under which the company is currently operating, and are believed to be reasonable, 
but management can give no assurance that such expectations will prove to have been correct. 
 
By their very nature, forward-looking statements involve inherent risks and uncertainties, as actual results 
and events will be affected by a number of factors, many of which are beyond the company’s control.  
Actual results and events may therefore differ materially from those predicted by the forward looking 
statements.  Readers are cautioned not to place undue reliance on any forward looking statement.  
Forward looking statements are expressly qualified in their entirety by this cautionary statement. 
 
SUMMARY OF RESULTS 
UNAUDITED 

 
For the period ended September 30 

    
Three months 

  
Year to date 

($ in thousands, except per share)  2007  2006  2007  2006 
          

Total revenue $ 3,385 $ 3,990 $ 10,954 $ 16,351 
Earnings before income taxes  1,039  1,265  3,709  8,200 

          
Net earnings  641  777  2,315  5,008 

          

Per Share         

Basic earnings per share $ 0.06 $ 0.07 $ 0.22 $ 0.47 
Diluted earnings per share  0.06  0.07  0.21  0.44 

          
 

GENERAL 

This discussion and analysis has been prepared 
by management as of November 1, 2007 to 
assist shareholders in understanding SEAMARK 
Asset Management Ltd. (“SEAMARK”)’s interim 
financial results for the period ended September 
30, 2007.  It is intended to be read in conjunction 
with the management discussion and analysis 
and financial statements contained in 
SEAMARK’s 2006 Annual Report.  Except as 
updated below, the information set out in the 
annual management discussion and analysis is 
believed to be substantially unchanged. 
 

As of the date of this interim discussion and 
analysis, there were 10,855,088 common shares 
of SEAMARK issued and outstanding and 
644,000 outstanding options to purchase 
common shares.  

LIQUIDITY & CAPITAL RESOURCES 

Total available liquid assets, consisting of cash, 
short-term investments, and temporary 
investments, stood at $12.4 million as of 
September 30, 2007, up from $12.0 million as of 
the beginning of the quarter and $11.6 million a 
year ago.  Of this total, cash and short-term 
investments represented $9.3 million, down from 
$11.2 at the beginning of the quarter and up 
from $6.2 million a year ago.  The increase in 
cash and short-term investments from a year 
ago reflects the sale of $5.0 million of temporary 
investments, of which $2.5 million were re-
invested in temporary investments during the 
third quarter.  
 



 

 

FINANCIAL OVERVIEW 

Earnings for the quarter were $0.06 per share 
compared to $0.07 for the third quarter 2006. 
Year-to-date, earnings per share are $0.21 in 
2007 compared to $0.44 in 2006.  The 
comparability of the year-to-date and quarterly 
earnings for 2007 and 2006 are impacted by the 
following non-recurring items: 

• Year-to-date 2006 included $3.7 million in 
revenue from ClaringtonFunds Inc. 
(“Clarington”), which contributed $0.20 to 
earnings per share;  

• Year-to-date 2006 included $1.0 million in 
expense associated with the recruitment of 
the new President & CEO, which 
decreased earnings per share by 
approximately $0.06;  

• Third quarter 2006 included severance 
costs, which reduced earnings by $0.02; 
and, 

• Third quarter 2007 included costs incurred 
to launch three mutual funds, which 
decreased earnings per share by 
approximately $0.01. 

 
Revenues for the quarter were $3.4 million, 
down from $4.0 million for the third quarter 2006. 
The decline in revenues for the quarter is a 
result of a decline in average assets under 
management.  Revenues year-to-date are $11.0 
million, down from $16.4 million for the first nine 
months of 2006.  The decline reflects the impact 
of the Clarington revenues received in 2006 
along with the overall decline in assets under 
management. Included in 2007 year-to-date 
revenues is a realized gain of $0.2 million on the 
sale of temporary investments, which 
contributed $0.01 to earnings per share.    
 

 
Expenses were lower in the third quarter 2007 
compared to the third quarter 2006. Year-to-
date, excluding the impact of the non-recurring 
expenses noted above, expenses are higher in 
2007 compared to 2006, reflecting increased 
stock-based compensation costs in 2007, 
partially offset by an overall reduction in costs in 
other areas. 
 
Earnings before income taxes represented 31% 
of revenues for the quarter and 34% year-to-
date in 2007, compared with margins of 32% 
and 50% in 2006 respectively.  After including 
the impact of income taxes, net earnings as a 
percentage of revenues were 19% for the third 
quarter and 21% year-to-date 2007, compared 
to 19% for the quarter and 31% year-to-date for 
the same period in 2006.   
 
 



 

 

OPERATING HIGHLIGHTS 

Assets under management (“AUM”) were $4.2 
billion as of September 30, 2007, down from 
$4.5 billion at the beginning of the quarter and 
$5.13 billion a year ago.  The following tables 
summarize the changes in AUM during the third 
quarter and year-to-date. Net asset flows 

improved in absolute terms both for the third 
quarter and for the year-to-date period 
compared to 2006, but remained negative.  The 
decline in AUM during both the third quarter and 
year-to-date 2007 primarily reflects the result of 
net asset withdrawals by institutional clients. 

Quarterly Change in AUM Summary 
(in billions) 

  3rd  Quarter 2007    3rd Quarter 2006  

 

AUM 
End of 

3rd  

Quarter 
2007 

Net 
New 

Assets 

Market 
Value 

Change 

AUM 
End of 

2nd 

Quarter 
2007 

 AUM 
End of 

3rd    
Quarter 

2006 

Net 
New 

Assets 

Market 
Value 

Change 

AUM 
End of 

2nd   
Quarter 

2006 
Total Firm $4.21 (0.29) 0.01 $4.50  $5.13 (0.34) 0.20 $5.27 
Institutional 
clients  2.39 (0.24) 0.01 2.62  3.16 (0.24) 0.14 3.25 

Mutual 
funds 0.19 (0.01)     _ 0.21  0.25 (0.01) 0.01 0.25 

Wrap 
programs 1.46 (0.04)     _ 1.50  1.56 (0.12) 0.05 1.63 

Private 
clients 

0.17     _     _ 0.17  0.17 0.03     _ 0.14 

 
 

Year to Date Change in AUM Summary 
(in billions) 

  First 9 Months 
2007 

   First 9 Months 
2006 

 

 

AUM 
End of 

3rd 
Quarter 

2007 

Net 
New 

Assets 

Market 
Value 

Change 

AUM 
End of 

4th    
Quarter 

2006 

 AUM 
End of 

3rd    
Quarter 

2006 

Net 
New 

Assets 

Market 
Value 

Change 

AUM 
End of 

4th   
Quarter 

2005 
Total Firm $4.21 ($1.11) $0.11 $5.21  $5.13 (4.65) 0.44 $9.34 
Institutional 
clients  2.39 (0.90) 0.10     3.19  3.16 (1.19) 0.22     4.13 

Mutual 
funds 0.19 (0.06) (0.01)     0.26  0.25 (3.05) 0.13     3.16 

Wrap 
programs 

1.46 (0.14) 0.02    1.59  1.56 (0.40) 0.07    1.88 

Private 
clients 

0.17 (0.01)         -    0.18  0.17 (0.01) 0.01    0.17 



 

 

OUTLOOK 

 
Business conditions have improved somewhat.  
SEAMARK’s disciplined and conservative 
approach to investment management generally 
fared well during the credit market turmoil of the 
third quarter. Overall, investment results are 
encouraging, particularly in Canadian equity, 
Canadian fixed income, and international equity 
mandates.  The rising Canadian dollar, however, 
negatively impacted the market value of 
portfolios with U.S. equities, contributing to 
balanced mandates generally performing in line 
with benchmarks over the quarter and the one 
year period.   
 
Recently launched mutual funds are expected to 
gradually contribute to the diversification of our 
client base, although no meaningful impact on 
revenues is expected until 2008.    
 
It remains challenging to win new business.  
Sustained improvement in investment results 
remains a requirement to restore SEAMARK's 
competitive position in the industry.   
Management intends to continue to invest in the 
business in order to broaden our client base, 
deliver investment performance, strengthen 
client relations, and enhance the long-term 
profitability of the company. 
  



 

 

 

CONSOLIDATED BALANCE SHEETS      

(UNAUDITED)     
     
     

As at September 30, 2007 and December 31, 2006     
($ in thousands)  2007  2006 

     
ASSETS     
Current     
Cash and short-term investments $ 9,260 $ 7,372 
Temporary investments (note 11)  3,183  3,620 
Accounts receivable and prepaid expenses  3,452  4,074 
Income tax receivable  224  47 
Future income tax asset  100  107 
  16,219  15,220 
     
Capital assets (note 4)  603  646 
Intangible assets (note 5)  356  386 
Goodwill (note 2, 5)  389  276 

 $ 17,567 $ 16,528 
     

LIABILITIES AND SHAREHOLDERS' EQUITY     
Current     
Accounts payable and accrued liabilities $ 1,880 $ 1,539 
     
Future income tax  225  226 
  2,105  1,765 
     
Capital stock (note 9)  6,034  5,796 
Less share purchase financing (note 8)  (4,317)  (4,729) 
Contributed surplus (note 10)  911  432 
Retained earnings  12,792  13,264 
Accumulated other comprehensive income (note 11)  42  - 

  15,462  14,763 
     
 $ 17,567 $ 16,528 

 
 
See accompanying notes



 

 

CONSOLIDATED STATEMENTS OF OPERATIONS  
(UNAUDITED) 

   

         
         

For the period ended September 30          Three months             Year to date 
($ in thousands, except per share)  2007  2006  2007  2006 

          
REVENUE         
Institutional clients $ 1,353 $ 1,806 $ 4,440  $ 5,788 
Mutual fund clients  135  162  447  4,151 
Private clients and WRAP accounts  1,778  1,896  5,454  6,068 
Investment income  119  126  613  344 

   3,385  3,990  10,954  16,351 
          

EXPENSES         
General and administrative  2,287  2,671  7,061  6,978 
Amortization  59  54  184  153 
  2,346  2,725  7,245  7,131 
         
Unusual items (note 7)          -          -          -  1,020 
Earnings before income taxes  1,039  1,265  3,709  8,200 
Income taxes         

Current income taxes  392  483  1,398  3,116 
Future income taxes  6  5  (4)  76 
  398  488  1,394  3,192 
         

Net earnings  $ 641  $ 777  $ 2,315  $ 5,008 
          
          

EARNINGS PER SHARE         
Basic  $ 0.06  $ 0.07  $ 0.22  $ 0.47 
Diluted  $ 0.06  $ 0.07  $ 0.21  $ 0.44 

          
WEIGHTED AVERAGE NUMBER OF 
COMMON SHARES OUTSTANDING  
(in thousands) 

        

Basic  10,466  10,711  10,460  10,718 
Diluted  11,421  11,376  11,129  11,418 

          
          

See accompanying notes



 

 

 
CONSOLIDATED STATEMENTS OF RETAINED EARNINGS 
 (UNAUDITED) 

      
For period ended September 30 Three months Year to date 
($ in thousands)  2007  2006  2007  2006 

          
Retained earnings - beginning of period $ 13,012 $ 14,068 $ 13,264 $ 12,732 

 Net earnings  641  777  2,315  5,008 
   13,653  14,845  15,579  17,740 

Less         
 Excess on acquisition of common shares (note 10)  120    568   
 Dividends paid  741  760  2,219  3,655 

Retained earnings - end of period $ 12,792 $ 14,085 $ 12,792 $ 14,085 
 
 
 
 
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME 
(UNAUDITED) 

 
For period ended September 30 Three months  Year to date 
($ in thousands)  2007    2007   

         
Net income $ 641   $ 2,315   
Other comprehensive income:         
Unrealized losses on temporary investments, net of income 
taxes of $4 thousand and $20 thousand for the three month 
and nine month period ended September 30, 2007 
respectively. 

 

(19)  

  

(87) 

 

 
         Realized gains on temporary investments sold and included in 
net income, net of income taxes of $47 thousand for the nine 
month period ended September 30, 2007. 

 

        -  

  

(203) 

 

 

Other comprehensive income   (19)    (290)   
Comprehensive income $ 622   $ 2,025   
         
 
See accompanying notes 

        



 

 

CONSOLIDATED STATEMENT OF CASH FLOWS  
(UNAUDITED) 

    

          
          

For the period ended September 30  Three months      Year to date 
($ in thousands)  2007  2006  2007  2006 

          
OPERATING ACTIVITIES         
Net earnings for the period $ 641 $ 777 $ 2,315 $ 5,008 
Items not affecting cash         

 Amortization  59  54  184  153 
 Non-cash compensation expense  205  30  650  104 
 Future income tax  6  5  (4)  76 
 Gain on disposal of temporary investments          -  (12)  (250)  (12)  

 Share purchase financing (note 8)  137  (117)  412  (4,867) 
   1,048  737  3,307  462 

         
Changes in non-cash working capital related to operations 
(note 3) 

 
337  356  786  3,249 

  1,385  1,093  4,093  3,711 
          

FINANCING ACTIVITIES         
Dividends paid  (741)  (760)  (2,219)  (3,655) 
Share issue costs          -  (4)          -  (4) 
Acquisition of common shares  (132)          -  (614)             - 
  (873)  (764)  (2,833)  (3,659) 

          
INVESTING ACTIVITIES         
Acquisition of capital assets          -  (52)  (111)  (105) 
Purchase of temporary investments  (2,445)  (3)  (2,509)  (13) 
Business acquisition (note 2)          -  (410)          -  (410)  
Proceeds from the sale of temporary investments          -  299  3,248  299  
  (2,445)  (166)  628  (229) 

          
Increase (decrease) in cash and short-term investments  (1,933)  163  1,888  (177) 
Cash and cash equivalents - beginning of period  11,193  6,047  7,372  6,387 
Cash and cash equivalents, end of period $ 9,260 $ 6,210 $ 9,260 $ 6,210 
         
Cash is comprised of         
Cash $ 601 $ 435 $ 601 $ 435 
Short-term investments  8,659  5,775  8,659  5,775 
Cash and cash equivalents, end of period $ 9,260 $ 6,210 $ 9,260 $ 6,210 

          
          

See accompanying notes 
 
 
 
 
 
 
 



 

 

 
 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS SEPTEMBER 30, 2007 AND 
2006 
(UNAUDITED) 
 

1. Summary of Significant Accounting Policies 
These interim financial statements have been prepared in accordance with Canadian generally accepted 
accounting principles for interim financial information and, accordingly, do not include all disclosures 
required for annual financial statements. 
 
These statements should be read in conjunction with the December 31, 2006 annual financial statements 
included in the 2006 Annual Report. These financial statements reflect the same significant accounting 
policies as those described in the notes to the audited financial statements of SEAMARK Asset 
Management Ltd. for the year ended December 31, 2006 except for the following: 
 
a)  Financial instruments – recognition and measurement 

 
On January 1, 2007, the Company adopted Section 3855 of the Canadian Institute of Chartered 
Accountants’ (“CICA”) Handbook, “Financial instruments – Recognition and Measurement”.  It sets 
forth the standards for recognizing and measuring financial instruments on the balance sheet and for 
reporting gains and losses in the financial statements.  Financial assets available for sale, assets and 
liabilities held for trading and derivative financial instruments, part of a hedging relationship or not, 
have to be measured at fair value. 
 
The Company has made the following classifications: 
• Cash and short term investments are classified as financial assets held for trading and are 

measured at fair value.  Gains and losses related to periodic revaluation are recorded in net 
income. The carrying amount approximates fair value. 

• Temporary investments are classified as available for sale and are measured at fair value and 
marked-to-market through comprehensive income at each period end. 

• Accounts receivable are classified as loans and receivables which are initially measured at fair 
value and subsequent periodic revaluations are recorded at amortized cost using the effective 
interest rate method. The carrying amount approximates fair value. 

• Bank overdraft, accounts payable and accrued liabilities are classified as other liabilities and are 
initially measured at fair value and subsequent periodic revaluations are recorded at amortized 
cost using the effective interest rate method. The carrying amount approximates fair value. 

 
Transaction costs for financial instruments classified as held for trading, loans and receivables and 
other liabilities are recognized immediately in net income. Transaction costs for available for sale 
financial assets that are directly attributable to the acquisition are included in the fair value of the 
asset. 
 
The Company has elected trade-date accounting for regular-way purchase or sale of financial assets. 
The asset to be received and the liability to pay for it as well as the derecognition of an asset to be 



 

 

sold, recognition of any gain or loss on disposal and the recognition of a receivable from the buyer for 
payment are recognized on the trade date.  
 
The adoption of this Section was done retroactively without restatement of the consolidated financial 
statements of prior periods, resulting in an increase in temporary investments of $409,000 and an 
increase in accumulated other comprehensive income of $332,000, net of tax of $77,000 as of 
January 1, 2007.  

 
The Company selected January 1, 2007 as its transition date for embedded derivatives.  An 
embedded derivative is a component of a financial instrument or another contract of which the 
characteristics are similar to a derivative.  This had no impact on the consolidated financial 
statements. 

 
b)  Comprehensive income 
 

On January 1, 2007, the Company adopted Section 1530 of the CICA Handbook, “Comprehensive 
Income”.  It describes reporting and disclosure recommendations with respect to comprehensive 
income and its components.  These transactions and events include unrealized gains and losses 
resulting from changes in fair value of certain financial instruments. 
 
The adoption of this Section requires that the Company now present a consolidated statement of 
comprehensive income as a part of the consolidated financial statements.  The comparative 
statements are not restated to reflect the application of this section for changes in the balance of 
temporary investments. 

 
c)  Equity 
 

On January 1, 2007, the Company adopted Section 3251 of the CICA Handbook. It describes 
standards for the presentation of equity and changes in equity for the reporting period as a result of 
the application of Section 1530, “Comprehensive Income”. 

 
2. Business Acquisition 

 
On July 31, 2006 the Company acquired 100% of the shares of Rudderham Norwood Ellison Investment 
Counsel Ltd. (“RNE”), for consideration of $375,000 in cash and the issuance of 134,088 common shares. 
The acquisition was accounted for using the purchase method. In the event that certain revenue targets 
were not met, the purchase price may have been reduced by $450,000. As at September 30, 2007, the 
contingency was settled, the purchase price was not reduced, and $113,000 in the form of 16,495 
common shares of the Company was allocated to the purchase price as goodwill.  



 

 

3. Changes in Non-Cash Working Capital 
 

 Three Months Year to Date 

(thousands of dollars) 
2007 

$ 
2006 

$ 
2007 

$ 
2006 

$ 
Accounts receivable 123 30 622 3,073 
Income tax receivable (11) 21 (177) 148 
Accounts payable and accrued liabilities 225 305 341 28 
Changes in non-cash working capital 337 356 786 3,249 

 
 
 
4. Capital Assets 

 
 As at September 30, 2007 

(thousands of dollars) Cost 
Accumulated 
Depreciation NBV 

 $ $ $ 
Furniture & office equipment 586 371 215 
Computer equipment 433 287 146 
Software 392 161 231 
Leasehold  65 54 11 
Total capital assets 1,476 873 603 
  
 As at December 31, 2006 

 Cost 
Accumulated 
Depreciation NBV 

 $ $ $ 
Furniture & office equipment 585 333 252 
Computer equipment 411 248 163 
Software 304 93 211 
Leasehold  65 45 20 
Total capital assets 1,365 719 646 

  
 

5. Intangible Assets 
 
 The Company’s net book value of goodwill at September 30, 2007 is $389,000 (December 31, 2006 – 

$276,000). 
  
 The Company’s intangible assets are comprised of investment management contracts which are 

amortized over their estimated useful life of 10 years. The net book value of intangible assets is as follows: 

  
 September 30, 2007 December 31,2006 

(thousands of dollars) 
Cost 

$ 

Accumulated 
Amortization 

$ 
NBV 

$ 
Cost 

$ 

Accumulated 
Amortization 

$ 
NBV 

$ 
Investment 
management contracts 402 46 356 402 16 386 

 
 
 



 

 

6. Employee Benefit Plan 
 
The Company contributed $40,000 for the quarter (2006 - $40,000) and $132,000 for the nine months 
ended September 30, 2007 (2006 - $127,000) to its defined contribution pension plan. 

 
7. Unusual Item 

 
There were no unusual items during the quarter ended September 30, 2007 (2006 - nil) or during the nine 
months ended September 30, 2007 (2006 - $1,020,000 related to the change in Chief Executive Officer).  
 

8. Share Purchase Financing 
 
The Company advanced two equal forgivable loans totaling $5,000,000 to the President and CEO of the 
Company in connection with an employment agreement. Under the terms of the agreement the President 
and CEO was obligated and has subsequently purchased $7,500,000 of the Company’s common shares. 
The employment agreement provides for forgiveness of $250,000 of each loan annually subject to the 
achievement of certain performance criteria and service requirements. The loans are also forgivable in 
the event of termination of employment without cause. The loans are non-interest bearing, have full 
recourse against the President and CEO and the Company is the beneficiary of a life insurance policy on 
the life of the President and CEO. 

 
The Company has advanced a forgivable $250,000 loan to an employee in connection with an 
employment agreement for the purchase of shares of the Company. The employment agreement 
provides for the forgiveness of $50,000 annually subject to the employee fulfilling equivalent service 
requirements. The loan is full recourse, non-interest bearing and the escrowed shares are held by the 
Company as security. The shares are released annually in installments of 20%. The current market value 
of the shares at September 30, 2007 was $178,000.  
 
During the quarter the loans, less earned or accrued forgiveness, outstanding of $4,317,000 are 
accounted for in the accompanying balance sheet as share purchase financing and as a result are 
deducted from shareholder’s equity. The related earned or accrued forgiveness of $137,000 for the 
quarter (2006 – $133,000) and $412,000 for the nine months ended September 30, 2007 (2006 – 
$383,000) is accounted for as compensation expense in the accompanying statement of operations. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

 
 
9. Share Capital 

 
Authorized 
Unlimited common shares without par value. 

 
Issued 
 

 2007 
 Number of 

Shares 
  

Amount 

(thousands of dollars, except number of shares) #        $ 
Common Shares    
Balance  beginning of period 10,533  5,796 
Acquisition of common shares for deferred stock unit plan (note 10) (84)  (46) 
Contingent consideration settled for business acquisition (note 2) 16  113 
Shares released from escrow to employees (note 10) 25  171 
Balance as at September 30, 2007 10,490  6,034 

 
10. Stock-based Compensation 

 
The Company operates a deferred share unit (“DSU”) plan for certain employees. Each vested DSU 
entitles the participant to receive one common share of the Company. DSUs vest over a three year period 
in equal installments of one third per year. The Company uses a trust to acquire the Company’s common 
shares on the open market to fulfill its obligations under the DSU plan. An independent party serves as the 
trustee of the plan. During the nine months ended September 30, 2007 the Company acquired 84,000 
shares at a total cost of $614,000 under the DSU plan and charged $46,000 against share capital and the 
balance of $568,000 to retained earnings. 
 
No DSUs were issued for the quarter ended September 30, 2007 (2006 – nil). The total compensation cost 
that has been charged against income and credited to contributed surplus for the DSU plan for the quarter 
was $134,000 (2006 – nil) and $402,000 (2006 – nil) for the nine months ended September 30, 2007.  
 
As part of a business acquisition, 100,565 common shares were held in escrow and are released based 
on the continued employment of the principal shareholders of the acquired company and are automatically 
forfeited if employment terminates. During the quarter 25,000 shares (2006 – nil) were released from 
escrow. For the quarter $29,000 (2006 – nil) has been charged to compensation expense and $163,000 
(2006 – nil) for the nine months ended September 30, 2007. 
 

Stock Options 
 
The Company has reserved 1,000,000 common shares pursuant to a Company stock option plan of which 
779,000 remain available for issuance at September 30, 2007. Of the 779,000 remaining, 644,000 are 
subject to outstanding options issued and 135,000 are available for new option grants. The exercise price 
of the option is determined by the Compensation Committee of the Board of Directors at the time the 
option is granted, but cannot be less than the average price of the shares on the last five trading dates 
preceding the date of the grant.  The expiry date of the options is determined by the Compensation 
Committee of the Board of Directors at the time the option is granted, but cannot be more than ten years 



 

 

from the date of the grant.  Options become exercisable either on the anniversary of the grant date or over 
time at the rate of 20% of the total options granted on each anniversary of the grant date. 

 
The following summarizes the status of the Company’s stock options plan as of September 30, 2007 and 
September 30, 2006 and changes during the periods then ended.  

 
 2007  2006 

 Number  Price* 
$ 

 Number  Price* 
$ 

      
Outstanding, September 30 649,000 13.45  777,000 15.40 
Granted - -  - - 
Forfeited  5,000 11.00  45,000 19.90 
Exercised - -        - - 
Outstanding, end of period 644,000 13.47  732,000 13.34 
Total options exercisable 431,000 14.45  440,200 13.68 

    *weighted average exercise price 
 

 
The following table summarizes information for stock options outstanding at September 30, 2007. 

 
 Options Outstanding Options Exercisable 

Range of exercise prices Number 
Remaining 
life (years)* 

Price* 
$ Number 

Price* 
$ 

      
$8.69 to $8.69 190,000 8.33 8.69 38,000 8.69 
$11.00 to $11.00 227,000 3.73 11.00 227,000 11.00 
$16.86 to 17.68 37,000 4.28 17.44 31,000 17.44 
$18.29 to $18.29 85,000 7.73 18.29 34,000 18.29 
$20.19 to $20.98 40,000 5.22 20.59 36,000 20.54 
$23.00 to $23.29 65,000 4.97 23.09 65,000 23.09 
 644,000   431,000  

  *weighted average  
  
Total compensation cost that has been charged against income and credited to contributed surplus for the 
stock option plan for the quarter was $28,000 (2006 – $28,000) and $85,000 (2006 - $104,000) for the 
nine months ended September 30, 2007.  
 

 No options were granted during the quarter September 30, 2007 (2006 – nil).  
 

The Company's pro-forma net income would be reduced by $9,000 (2006 - $35,000) for the quarter ended 
and $42,000 for the nine months ended September 30, 2007 (2006 - $107,000) had the fair value method 
been adopted for options granted in 2002.  Basic earnings per share would remain unchanged at $0.06 for 
the quarter and unchanged at $0.22 for the nine months ended September 30, 2007 (2006 – unchanged at 
$0.07 and reduced from $0.47 to $0.46 respectively). Diluted earnings per share would be unchanged at 
$0.06 for the quarter and reduced from $0.21 to $0.20 for the nine months ended September 30, 2007 
(2006 – unchanged from $0.07 and reduced from $0.44 to $0.43 respectively).  



 

 

  
11. Accumulated Other Comprehensive Income 
 

 
(thousands of dollars) 2007 
Balance at December 31, as previously reported                  - 
Unrealized gains on temporary investments financial instruments – 
recognition and measurement (note 1) 332 
Restated balance, beginning of period 332 
Unrealized losses on temporary investments, net of income taxes of $20 
thousand (87) 
Realized gains on temporary investments sold and included in net income, 
net of income taxes of $47 thousand (203) 
Balance at September 30 42 

 
As at January 1, 2007, the impact on the consolidated balance sheet of measuring financial assets at fair 
value was an increase to temporary investments and accumulated other comprehensive income of 
$409,000, net of income taxes of $77,000.  Prior periods were not restated. 
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