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In accordance with National Instrument 51-102, released by the Canadian Securities 
Administrators, the Corporation discloses that its auditors have not reviewed the unaudited 
financial statements for the period ended September 30, 2008. 
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September 30, 

2008

December 31, 

2007

Assets

Current Assets

Cash 1,925,036$    1,362,252$    

Accounts receivable 313,519         22,487           

Prepaid expenses and deferred charges 137,246         77,219           

Deposits (note 4) 118,298         -                

Notes receivable from franchisees (note 5) 55,488           -                

2,549,587      1,461,958      

Notes receivable from franchisees (note 5) 73,952           -                

Equipment (note 6) 730,988         -                

Intangible assets (note 7) 5,038,413      -                

8,392,940      1,461,958      

Liabilities

Current Liabilities

Accounts payable and accrued liabilities 487,446         134,137         

487,446         134,137         

Future income tax liability 719,221         -                

1,206,667      134,137         

Shareholders' Equity (Deficiency)

Capital Stock (note 8) 7,720,557      1,354,446      

Contributed surplus (note 9) 207,708         117,000         

Deficit (741,992)        (143,625)        

7,186,274      1,327,821      

8,392,940$    1,461,958$     
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2008 2007 2008 2007

Revenue

Franchise territory fees 324,093$      -$             357,397$      -$             

Royalty and service fees 196,467        -               401,029        -               

Interest Income 7,344            5,274            28,836          5,274            

527,904        5,274            787,263        5,274            

Operating Expenses

Salaries 238,322        100,000        490,288        100,000        

General, administrative and marketing 222,316        8,599            481,487        22,136          

460,637        108,599        971,774        122,136        

Operating income (loss) 67,266          (103,325)       (184,512)       (116,862)       

Depreciation and amortization 210,738        -               477,648        -               

Loss before income tax (143,472)       (103,325)       (662,160)       (116,862)       

Income tax expense (recovery) 74,270          -               (63,793)         -               

Net loss and comprehensive loss for the period (217,742)       (103,325)       (598,367)       (116,862)       

Deficit - Beginning of period (524,250)       (19,547)         (143,625)       (6,010)           

Deficit - End of period (741,992)$     (122,872)$     (741,992)$     (122,872)$     

Loss per share - Basic and diluted (0.01)$           (0.01)$           (0.03)$           (0.04)$           

Weighted average number of common shares outstanding 22,884,614    6,917,582     19,263,757    2,617,217     

 For the 3 months ended 

September 30 

 For the 9 months ended 

September 30 
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2008 2007 2008 2007

Cash provided by (used in)

Operating activities

Net loss for the periods (217,742)$     (103,325)$     (598,367)       (116,862)$     

Add Items not affecting cash

  Depreciation and amortization 210,738        -               477,648        -               

  Stock-based compensation -               100,000        -               100,000        

  Net change in non-cash working capital balances related to operations

    Decrease (increase) in accounts receivable (153,930)       (4,816)           (274,858)       (4,816)           

    Decrease (increase) in prepaid expenses and deferred charges (82,240)         (27,488)         (52,049)         (27,488)         

    Decrease (increase) in deposits (67,623)         (118,298)       

    Decrease (increase) in notes receivable from franchisees 80,727          -               100,283        

    Increase (decrease) in accounts payable and accrued liabilities 298,578        26,963          312,315        31,445          

    Increase (decrease) in future income tax liability liabilities (24,979)         -               (280,779)       

43,528          (8,666)           (434,105)       (17,721)         

Financing activities

Net cash proceeds from issuance of common shares -               917,741        4,756,819     1,417,740     

-               917,741        4,756,819     1,417,740     

Investing Activities

  Cash paid on acquisition of subsidiary, net of cash acquired -               (3,643,380)    

  Purchase of capital assets (114,526)       (116,550)       

(114,526)       -               (3,759,930)    -               

Net change in cash for the period (70,998)         909,075        562,784        1,400,019     

Cash - Beginning of period 1,996,034     490,945        1,362,252     1                  

Cash - End of period 1,925,036$    1,400,020$    1,925,036$    1,400,020$    

 For the 3 months ended 

September 30 

 For the 9 months ended 

September 30 
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1 Incorporation 

RediShred Capital Corp. (the “Corporation”) was incorporated under the Canada Business 
Corporations Act on October 18, 2006.  The Corporation’s common shares were listed for trading on 
the TSX Venture Exchange on September 5, 2007 as a Capital Pool Corporation.  The Corporation’s 
business until March 17, 2008 had been the identification and evaluation of shredding businesses 
that could qualify as a Qualifying Transaction under TSX Venture Exchange policies.  On March 17, 
2008, the Corporation acquired the shares of Professional Shredding Corporation, which directly and 
indirectly carries on the business of granting and managing shredding business franchises under the 
“Proshred” trademark.  The acquisition served as the Corporation’s “Qualifying Transaction” pursuant 
to the policies of the TSX Venture Exchange and was approved by the TSX Venture Exchange. 

2 Significant accounting policies 

The accompanying unaudited consolidated financial statements have been prepared in accordance 
with the requirements of the Canadian Institute of Chartered Accountants (CICA) Handbook Section 
1751, “Interim Financial Statements”. Accordingly, certain information and note disclosure normally 
included in annual financial statements prepared in accordance with Canadian generally accepted 
accounting principles have been omitted or condensed. These unaudited interim consolidated 
financial statements should be read in conjunction with the audited consolidated financial statements 
of the Corporation for the year ended December 31, 2007. 

In the opinion of management, the unaudited interim consolidated financial statements include all 
adjustments considered necessary by management to present a fair statement of the results of 
operations, financial position and cash flows. Except as otherwise noted hereunder, these unaudited 
interim consolidated financial statements were prepared using the same policies and methods of 
computation as the audited consolidated financial statements of the Corporation for the year ended 
December 31, 2007. 

Equipment 

Equipment is carried at cost.  Amortization is provided for over the estimated useful lives, using the 
following annual rates and methods: 

Computer equipment over two years, straight-line basis 
Computer software over three years, straight-line basis 
Furniture and fixtures 
Trademarks and intellectual property 

over three years, straight-line basis 
over ten years, straight-line basis 

Intangible assets over ten years, straight-line basis 
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2 Significant accounting policies (continued) 

 
Trademarks, intellectual property and intangible assets 

Trademarks, intellectual property and intangible assets are recorded at cost and amortized over ten 
years on a straight line basis.  These assets are subject to fair value impairment tests.  The 
Corporation compares the carrying amounts of these assets to the fair value, at least annually, and 
recognizes in net income any impairment in value. 
 
Impairment of Long-Lived Assets 
 
Long-lived assets, including equipment, trademarks, intellectual property and other intangible assets 
are reviewed for impairment when significant events or circumstances indicate that the carrying 
amount of an asset may not be recoverable.  Impairment exists when the carrying value of the asset 
is greater than the future undiscounted cash flows expected to be provided by the asset. The amount 
of impairment loss, if any, which is the excess of net carrying value over fair value, is charged to 
income for the period. Fair value is generally measured equal to the estimated future discounted net 
cash flows from the asset. 
 
Revenue Recognition 
 
The Corporation earns revenue from initial franchise fees paid by franchisees to secure territories for 
a specific period and from royalties and service fees paid by franchisees as a percentage of their 
monthly sales volumes. Initial franchise fees are recognized as revenue when the franchisee has 
paid the initial franchise fee and has fully executed a franchise agreement and has been provided the 
prescribed training. Royalties and service fees revenue is accrued on a monthly based on sales 
reported by franchisees. Interest income on notes receivable from franchisees is recognized in the 
month earned. 
 
 
Loss per share 

Basic loss per share is computed by dividing net earnings by the weighted average number of 
common shares outstanding during the reporting period.  Diluted loss per share is calculated based 
on the weighted average number of common shares outstanding during the period, plus the effect of 
dilutive common share equivalents such as options and warrants.  The diluted per share amounts are 
calculated using the treasury stock method, as if all the common share equivalents where average 
market prices exceeds issue price and had been exercised at the beginning of the reporting period, 
or the period of issue, as the case may be, and that the funds obtained thereby were used to 
purchase common shares of the Corporation at the average trading price of the common shares 
during the period.  Since the Corporation has losses, the exercise of outstanding stock options has 
not been included in the calculation of diluted loss per share as it would be anti-dilutive. 
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2 Significant accounting policies (continued) 

Income taxes 

The Corporation uses the liability method of accounting for income taxes.  Under the liability method, 
future tax assets and liabilities are determined based on differences between the financial reporting 
and tax bases of assets and liabilities, and are measured using substantially enacted tax rates and 
laws that are in effect at the year-end.  Future income tax assets are evaluated and if realization is 
not considered more likely than not, a valuation allowance is provided. 

Stock-based compensation 

The Corporation accounts for stock options issued under its stock option plan using the fair value 
method. Under this method, compensation expense is measured at fair value at the grant date using 
the Black-Scholes option pricing model and is recognized over the vesting period. Option pricing 
models require the input of highly subjective assumptions including the expected volatility. Changes 
in the assumptions can materially affect the fair value estimate, and therefore, the existing models do 
not necessarily provide a reliable measure of the fair value of the Corporation’s stock options. 

Foreign Currency Translation 
 
Monetary assets and liabilities denominated in foreign currencies are translated into Canadian dollars 
at the exchange rate in effect at the balance sheet date.  Non monetary assets and liabilities 
denominated in foreign currencies are translated at the rates in effect on the transaction date.  
Revenue and expenses denominated in foreign currencies are translated at the average exchange 
rate during the month in which they are earned/incurred. Foreign currency gains or losses are 
included in the determination of the income for the year. 
 
Management estimates 

The preparation of financial statements in conformity with generally accepted accounting principles 
requires management to make estimates and assumptions which affect the reported amounts of 
assets and liabilities and the disclosure of contingent assets and liabilities at the date of the financial 
statements and revenues and expenses for the period reported.  Actual results could differ from 
these estimates. 
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2 Significant accounting policies (continued) 

New Accounting Policies 

Effective January 1, 2008, the Corporation has adopted the following sections of the Canadian 
Institute of Chartered Accountants (CICA) Handbook. 

Section 1535 – Capital Disclosures 

This new standard requires disclosure of the Corporation’s objectives, policies, and processes for 
managing capital; quantitative data about what the Corporation regards as capital; whether the 
Corporation has complied with any capital requirements; and if the Corporation has not complied, the 
consequences of such non-compliance.  The new accounting standard covers disclosure only and 
had no effect on the financial results of the Corporation (see Note 10) 

Section 3862 – Financial Instruments – Disclosure, and Section 3863 – Financial Instruments – 
Presentation 

These new standards replace accounting standard 3861 Financial Instruments – Disclosure and 
Presentation.  Presentation requirements have not changed.  Enhanced disclosure is required to 
assist users of the financial statements in evaluating the significance of the financial instruments on 
the Corporation’s financial position and performance, including qualitative and quantitative 
information about the Corporation’s exposure to risks arising from financial instruments.  The new 
accounting standards cover disclosure only and had no effect on the financial results of the 
corporation (See Note 10) 

Future Accounting Policy Changes 

Section 3064 – Goodwill and Intangible Assets 

The new standard which replaces Section 3062, Goodwill and Other Intangible Assets, establishes 
standards for the recognition, measurement and disclosure of goodwill and intangible assets.  This 
new standard is effective for the Corporation’s interim and annual financial statements commencing 
January 1, 2009.  The Corporation is currently assessing the impact of this new standard on its 
consolidated financial statements. 

International Financial Reporting Standards (IFRS)  

The Canadian Accounting Standards Board recently ratified a strategic plan that will see Canadian 
GAAP converged with, and replaced by, International Financial Reporting Standards (IFRS) for fiscal 
years beginning on or after January 1, 2011. The transition date of January 1, 2011 will require the 
restatement for comparative purposes of amounts reported by the Company for the year ended 
December 31, 2010. While the Company has begun assessing the adoption of IFRS for 2011, the 
financial reporting impact of the transition to IFRS cannot be reasonably estimated at this time.  
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2 Significant accounting policies (continued) 

Further, the Company anticipates a significant increase in disclosures resulting from the adoption of 
IFRS and is continuing to assess the level of disclosure required and any necessary system changes 
to gather and process information. 

3 Purchase of Professional Shredding Corporation 

On March 17, 2008 the Corporation completed the purchase of Professional Shredding Corporation.  
The purchase consideration of $5,443.380 is inclusive of cash consideration paid to the Vendor of 
$3,600,000, common share consideration (3,269,231 in common shares issued to the Vendor valued 
at $1,700,000) and $143,380 in acquisition costs.   

The purchase price has been allocated, on a preliminary basis, to the assets acquired (including all 
identifiable intangible assets arising from the purchase) and liabilities assumed based on their 
estimated fair value at the date of acquisition as follows: 

   
Estimated  
fair value 

$ 
   

Assets acquired:   

Accounts receivable  16,174 

Prepaid expenses and sundry 
      assets 

 7,978 

Notes receivable from franchisees  229,723 

Equipment  30,000 
Software  750,000 

Customer List  100,000 

Trademarks and intellectual 
      property 

 2,020,000 

Franchise Agreements  3,330,499 

   

Total assets acquired  6,484,374 

      

Liabilities assumed:   

Accounts payable and accrued liabilities  (40,994) 

Future tax liability  (1,000,000) 

   

Total liabilities assumed  (1,040,994) 

   

Net assets acquired  5,443,380 
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4 Deposits 

Deposits are amounts provided to acquisition targets to secure their business during the due 
diligence and negotiation phases in the acquisition process.  The deposits, upon the closing of a 
purchase and sale agreement, are applied to the final proceeds delivered to the vendor.  The 
deposits are non-refundable in the event a purchase and sale agreement is not finalized. 

5 Notes Receivable from Franchisees 

Notes receivable arise from the financing of the initial franchise fee by franchisees, are guaranteed 
by the respective owners of the franchises, bear interest rates ranging from 8.00% to 10.25% per 
annum with monthly blended payments of principal and interest ranging from US$1,133.46 to 
US$3,060.35, commenced between dates ranging from June 30, 2006 to October 15, 2007 and 
maturing between dates ranging from May 31, 2009 to September 15, 2011.  The amounts are as 
follows: 

As at September 30, 2008 

  
Principal $   129,440 
Accrued interest - 

 129,440 
  
Less:  Current portion 55,488 

  
 $    73,952 

 
The notes receivable above were acquired as part of the purchase of Professional Shredding 
Corporation on March 17, 2008. 
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6 Equipment  

As at September 30, 2008 

   
 Cost Accumulated Amortization 

   
Computer equipment        $       92,406     $       16,804 
Furniture and fixtures 47,610 2,381 
Software 756,534 146,378 

 $     896,550 $     165,562 
Less:  Accumulated Amortization (165,562)  

   
 $     730,988  

 

The assets above, with the exception of $116,550, were acquired as part of the purchase of 
Professional Shredding Corporation on March 17, 2008.  $62,406 of computer equipment, $6,534 of 
software and $47,610 of furniture and fixtures were purchased between April 1, 2008 and September 
30, 2008. 

7 Intangible Assets 

As at September 30, 2008 

   
 Cost Accumulated Amortization 

   
Trademarks and intellectual property $  2,020,000 $     117,833 
Franchise agreements 3,330,499 194,253 

 $  5,350,499 $     312,086 
Less:  Accumulated Amortization (312,086)  

   
 $  5,038,413  

 

The assets above were assumed as part of the purchase of Professional Shredding Corporation on 
March 17, 2008.   
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8 Capital stock 

(a) Authorized 
 

Unlimited number of common shares, without nominal or par value  
Unlimited number of preferred shares, without nominal or par value 

 
(b) Issued 

 

The following table summarizes the changes in issued common shares of the company for the 
fiscal year 2007 and for the fiscal year to date 2008: 

 

  

2008 

 

2007 

 Number Amount Number Amount 

  $  $ 

     

Opening balance 10,000,000 1,354,446 1 1 

Shares issued from treasury 3,269,231 1,7000,00 - - 

Shares issued for cash 9,615,383 5,000,002 9,999,999 1,499,999 

Less: Share issue costs  (333,891)  (145,554) 

     

Closing balance 22,884,614 7,720,557 10,000,000 1,354,446 
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8 Capital stock (continued) 

(c) Details of share issuances 

 
On June 15, 2007, the Corporation issued 4,999,999 common shares for cash of $499,999. 
These shares are held in escrow and will be released in future periods in accordance with the 
Escrow Agreement entered into between the Corporation, Computershare Investor Services Inc. 
as escrow agent and certain of the Corporation’s shareholders.  Under the Escrow Agreement, 
10% of the escrowed common shares have been released from escrow (the “Initial Release”) 
following the issuance of the Exchange Bulletin following closing of the Qualifying Transaction 
and the final Exchange acceptance of the Qualifying Transaction (the “Final Exchange Bulletin”) 
and an additional 15% were released during the third quarter of 2008.  The remaining common 
shares will be released from escrow, twelve months, 18 months, 24 months, 30 months and 36 
months following the Initial Release.  If the Corporation meets the Exchange’s Tier 1 minimum 
listing requirements either at the time the Final Exchange Bulletin is issued or subsequently, the 
release of the escrowed Common Shares will be accelerated.  An accelerated escrow release 
will not commence until the Corporation has made application to the Exchange for listing as a 
Tier 1 issuer and the Exchange has issued a bulletin that announces the acceptance for listing of 
the Resulting Issuer on Tier 1 of the Exchange. 

 
On August 10, 2007, the Corporation issued 500,000 common shares for cash of $100,000.  Of 
these 500,000 common shares, 315,000 common shares are held in escrow and will be released 
in future periods in accordance with the Escrow Agreement. 

 
On August 21, 2007, the Corporation filed a prospectus related to the initial public offering of its 
common shares, and on August 29, 2007, the Corporation issued 4,500,000 common shares for 
net cash proceeds of $777,276.  Of these 4,500,000 common shares, 680,000 common shares 
are held in escrow and will be released in future periods in accordance with the Escrow 
Agreement.  In connection with the initial public offering, the Corporation issued 270,000 options 
with a fair value of $17,000.  The fair values of these options are reflected as share issue costs. 
 
On March 17, 2008 the corporation issued 9,615,384 common shares for cash of $5,000,002, of 
which 650,000 common shares are held in escrow and will be released in future periods in 
accordance with the Escrow Agreement.  In addition 3,269,231 common shares valued at 
$1,700,000 were issued to Professional Shredding Partnership as part consideration for the 
purchase of Professional Shredding Corporation; 2,451,923 common shares are held in escrow 
as at September 30, 2008, and will be released in future periods in accordance with the Escrow 
Agreement. 

 

(d) Weighted average common shares 

The weighted average number of common shares outstanding for the three month period ended 
and the nine month period ended Septembers 30, 2008 were 22,884,614 and 16,989,462. 
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8 Capital stock (continued) 

(e) Stock options 

On August 29, 2007, the Corporation issued options to acquire 975,000 common shares of the 
Corporation at a price of $0.20 per share expiring August 29, 2012.  The Corporation also issued 
options, on September 5, 2007, to acquire 270,000 common shares of the Corporation at a price 
of $0.20 per share, expiring September 5, 2009.  All options were fully vested upon granting. 
 
On March 17, 2008, the Corporation issued options to acquire 380,000 common shares of the 
Corporation at a price of $0.52 per share.  The 380,000 options will expire March 17, 2013 and 
vest 25% per year commencing on March 17, 2009.  In addition, on March 17, 2008, the 
Corporation issued options to acquire 566,923 common shares of the Corporation at a price of 
$0.52 per share.  The 566,923 options will expire March 17, 2010 and were fully vested upon 
granting.   
 
On May 26, 2008, the Corporation issued options to acquire 10,000 common shares of the 
Corporation at a price of $0.52 per share.  The 10,000 options will expire May 26, 2013 and vest 
25% per year commencing on May 26, 2009.  
 
On August 21, 2008, the Corporation issued options to acquire 80,000 common shares of the 
Corporation at a price of $0.52 per share.  The 80,000 options will expire August 21, 2013 and 
vest 25% per year commencing on August 21, 2009. 
 
No options were exercised or forfeited during the year.   
 
The compensation charge for the options issued was determined based on the fair value of the 
options at the date of grant using the Black-Scholes option pricing model with the following 
weighted average assumptions: 
 

Expected option life          2.0 years   
Risk-free interest rate  3.50%  
Expected dividend yield         nil   
Expected volatility  50%  

 
The weighted average grant-date fair value of options granted during the period was $0.09 per 
option. 
 

9 Contributed Surplus 
  

Balance, December 31, 2007 $     117,000 
Value of options issued in connection with shares issued, 

recorded as share issue costs 
   

90,708 

  
 $   207,708 
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10 Commitments 
 

As of August 1, 2008, the Corporation leases office premises in Mississauga, Ontario Canada.  The 
lease expires on September 30, 2013. Future minimum lease payments for the Corporation are as 
follows: 
 

2008 $     21,008 
2009 84,032 
2010 122,968 
2011 122,968 
2012    122,968 
2013      92,226 

  
 $   566,168 

 
11 Financial Instruments 

 
The Corporation’s financial instruments consist of cash, accounts receivable, notes receivable from 
franchisees and accounts payable and accrued liabilities. The Corporation, through its financial 
assets and liabilities, has exposure to the following risks from its use of financial instruments: interest 
rate risk, credit risk, liquidity risk and currency risk. Senior management is responsible for setting 
acceptable levels of risk and reviewing risk management activities as necessary. 
 
Interest rate risk 
 
The Corporation’s cash earns interest at prevailing and fluctuating market rates. The Corporation 
manages its exposure to interest rate risk through fixed rate lending to franchisees. The fixed rate 
notes receivable from franchisees are subject to interest rate pricing risk, as the value will fluctuate 
as a result of changes in market rates. 
 
Credit risk 
 
In accordance with its investment policy, the Corporation maintains cash deposits with Schedule 1 
Banks. The credit risk on cash is limited because the counter-parties are banks with high credit-
ratings assigned by international credit-rating agencies. 
 
The accounts receivable are exposed to credit risk from the possibility that customers may 
experience financial difficulty. The Corporation mitigates the risk of credit loss by limiting its exposure 
to any one franchisee. Credit assessments are conducted with respect to all new franchisees. In 
addition, the receivable balances are monitored on an ongoing basis with the result that the 
Corporation’s exposure to bad debt is not significant. No franchisee accounts for more than 15% of 
the accounts receivable balance, and all accounts receivable from franchisees are under 30 days in 
age. 
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11 Financial Instruments (continued) 
 
Currency risk 
 
The Corporation incurs revenue and expenses in U.S. and Canadian currency, and as such, is 
subject to fluctuations as a result of foreign exchange rate variation. The Corporation manages its 
exposure to currency risk by billing for its services in the U.S. in the underlying currency related to 
the expenditure. 
 
Liquidity risk 
 
The Corporation’s objective is to have sufficient liquidity to meet liabilities when due. The Corporation 
monitors its cash balances and cash flows generated from operations to meet requirements. Based 
on overall cash generation capacity and overall financial position, while there can be no assurance, 
management believes the Corporation will be able to meet financial obligations as they come due 
while maintaining compliance with all financial covenants. 
 
Fair value of financial instruments 
 
The carrying amounts reported in the balance sheet for of cash, accounts receivable and accounts 
payable and accrued liabilities approximate fair values due to the immediate or short-term maturities 
of these financial instruments. The carrying value of the notes receivable from franchisees 
approximates the fair value as interest rates are consistent with current rates. 
 
The following amounts denominated in U.S. funds are translated at 1.040. 
 
 

 September 30, 2008 
 $ 

  
Cash 571,942 
Accounts receivable 56,951 
Notes receivable from franchisees 121,418 
Accounts payable and accrued liabilities 166,795 
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11 Financial Instruments (continued) 
 
 
Carrying value of financial instruments 
 
 
As at September 30, 2008 December 31, 2007 
 $ $ 

   
Held for trading 1,925,036 1,362,252 
Loans and receivables 442,959 22,487 
Other financial liabilities 487,446 134,137 
 
Capital Management 
 
The primary objective of the Corporation’s capital management is to ensure that it maintains a 
conservative capital ratio in order to support its business and maximize shareholder value.  The 
Corporation manages its capital structure and makes adjustments to it, in light of changes in 
economic conditions.  To maintain or adjust the capital structure, the Corporation may issue new 
shares or issue debt securities. 



 

 

 


