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Intertape Polymer Group Inc.

Consolidated Quarterly Statements of Earnings

Three month periods ended

(In thousands of US dollars, except per share amounts)

(Unaudited)

Sales
Cost of sales (i)
Gross Profit

Selling, general and administrative

expenses
Stock-based compensation expense
Research and development expenses
Financial expenses

Interest

Other (i)
Refinancing expense

Manufacturing facility closures,
restructuring, strategic alternatives

and other charges

Earnings (loss) before income taxes

(recovery)
Income taxes (recovery)

Net earnings (loss)

Earnings (loss) per share
Basic
Diluted

June 30, March 31, 2008

2008

$
197,534
171,184
26,350

17,196
329
1,528

4,339
(681)

22,711

3,639

(999)
4,638

0.08
0.08

$
184,501
156,324
28,177

17,629
421
1,441

5,984

(648)
6,031

30,858

(2,681)

(818)
(1,863)

(0.03)
(0.03)

December 31,
2007

$
191,453
163,010
28,443

18,664
289
947

5,706
205

25,811

2,632

3,349
(717)

(0.01)
0.01)

September 30,
2007

$
201,875
170,686
31,189

17,508
504
1,002

8,561
(316)

1,330
28,589

2,600

1,628
972

0.02
0.02
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Weighted average number of common
shares outstanding

Basic 58,956,350 58,956,350 58,185,756 40,986,940
Diluted 58,956,350 58,956,350 58,185,756 40,986,940
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June 30, March 31, December 31, September 30,
2007 2007 2006 2006
$ $ $ $
Sales 187,109 186,835 187,370 195,120
Cost of sales (i) 158,279 158,956 164,292 169,199
Gross profit 28,830 27,879 23,078 25,921
Selling, general and administrative
expenses 16,676 18,321 18,729 21,399
Stock-based compensation expense 533 454 454 453
Research and development expenses 1,161 1,025 1,406 1,523
Financial expenses
Interest 6,453 6,705 6,417 6,764
Other (i) (98) 3 (234) 232
Refinancing expense
Manufacturing facility closures,
restructuring, strategic alternatives
and other charges 4415 2,369 10,095 16,037
Impairment of goodwill 120,000
29,140 28,877 36,867 166,408
Earnings (loss) before income taxes
(310) (998) (13,789) (140,487)
(recovery)
Income taxes (recovery) 7,768 (428) 1,399 (17,154)
Net earnings (loss) (8,078) (570) (15,188) (123,333)
Earnings (loss) per share
Basic (0.20) (0.01) (0.37) (3.01)
Diluted (0.20) (0.01) (0.37) (3.01)
Weighted average number of common
shares outstanding
Basic 40,986,940 40,986,940 40,986,057 40,986,057
Diluted 40,986,940 40,986,940 40,986,057 40,986,057

(i) As explained below in the Changes in Accounting Policies section of Management s Discussion and Analysis,
prompt pay discounts to suppliers have been reclassified from a reduction in other financial expenses to a reduction in
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cost of sales. The reclassification does not change the reported net earnings of the Company.
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August 14, 2008

This Management s Discussion and Analysis ( MD&A ) supplements the unaudited consolidated financial statements
and related notes for the three months and six months ended June 30, 2008. Except where otherwise indicated, all
financial information reflected herein is prepared in accordance with Canadian generally accepted accounting
principles ( GAAP ) and is expressed in US dollars.

OVERVIEW

The Company is operating in a difficult economic environment within North America. Significantly higher prices for
oil and natural gas since the first of the year have resulted in the Company experiencing higher costs for resin-based
raw materials, increased energy costs to operate its manufacturing facilities and higher transportation costs to deliver
product to customers. Since the beginning of the year, higher resin-based raw material prices have increased the
Company s cost of goods sold by approximately $6.2 million. The Company has had success in recovering much of
these cost increases through selling price increases for its tape products and engineered coated products. However,
market conditions have limited the Company s ability to recover these cost increases for film products. Cost reduction
programs such as direct shipments to customers from the manufacturing facilities and improvements in product
conversion costs have mitigated the adverse impact of unrecovered raw material price increases and higher energy and
transportation costs on the Company s gross profits.

Despite the challenges being faced by the Company, net earnings have improved from 2007 levels. Net earnings for
the three months ended June 30, 2008 were $4.6 million ($0.08 per share, basic and diluted), as compared to a net loss
of $8.1 million ($0.20 per share, basic and diluted) for the same period in 2007. Net earnings for the six months
ended June 30, 2008 totaled $2.8 million ($0.05 per share, basic and diluted) compared to a net loss of $8.6 million
($0.21 per share, basic and diluted) for the same period in 2007.

The Company s second quarter results reflect the benefits of having reduced the Company s outstanding debt by
approximately $80.0 million in 2007 and the lowering of interest rates resulting from the March 27, 2008 refinancing
of the Company s bank debt. Total interest expense for the second quarter of 2008 totaled $4.3 million compared to
$6.1 million for the second quarter of 2007.

In the second quarter of 2007, the Company recorded a $6.3 million increase to its income tax asset valuation
allowance reflecting the expectation that certain Canadian net operating losses expiring in 2008 would not be realized.
Due to improvement in the financial performance of the Company s ECP business based in Truro, Nova Scotia, the
Company expects to be able to take advantage of certain income tax planning strategies. These strategies will allow
the Company to retain a portion of the value of the expiring losses. Accordingly, an initial $2.0 million reduction in
the Company s income tax asset valuation allowance is included in earnings for the second quarter of 2008.

RESULTS OF OPERATIONS

As explained below in  Changes in Accounting Policies , prompt pay discounts to suppliers have been reclassified from
a reduction in other financial expenses to a reduction cost of sales. The reclassification does not change the reported
net earnings of the Company.

SALES
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Sales for the second quarter of 2008 were $197.5 million, a 7.1% improvement over sales for the first quarter of 2008
of $184.5 million, including a 6.8% increase in sales volumes. Sales for the second quarter of 2008 were $197.5
million compared to $187.1 million for the second quarter of 2007, an increase of 5.6%. This sales dollar increase
includes a 2.5% decrease in sales volumes. The decrease in sales volumes in the second quarter of 2008 compared to
the second quarter of 2007 is comprised of a 0.9% sales volume increase within the Tapes and Films Division and a
15.1% sales volume decrease within the ECP Division. The decrease within the ECP Division is attributable to a
decline in commercial activity within key markets for the Company s engineered coated products.

Sales for the first six months of 2008 were $382.0 million compared to $373.9 million for the same period in 2007, an
increase of 2.2%. This sales dollar increase includes a 4.6% decline in sales volume. The sales increase for the first
six months of 2008 compared to the first six months of 2007 is due to increased selling prices in response to rising
resin-based raw material costs, offset in part by declines in demand within key markets of the Company s engineered
coated products and overall slower economic growth in the first half of 2008.
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GROSS PROFIT AND GROSS MARGIN

Gross profit for the second quarter of 2008 totaled $26.4 million at a gross margin of 13.3%, compared to gross profit
of $28.8 million for the second quarter of 2007 at a gross margin of 15.4% and $28.2 million for the first quarter of
2008 at a gross margin of 15.3%. The margin decline in the second quarter of 2008 compared to the second quarter of
2007 is due to rising resin-based raw material costs in 2008 and competitive pressures in key markets for the
Company s film products limiting the Company s ability to recover the cost increases through higher selling prices.
Gross margins for the second quarter of 2008 were also adversely impacted by the Company s planned reduction in
finished goods inventories during the quarter, resulting in higher unabsorbed manufacturing costs being expensed.
These same factors explain the gross margin compression in the second quarter of 2008 compared to the first quarter
of 2008. Competitive pressures on pricing for film products were less restrictive in the first quarter of 2008 than they
were in the second quarter. Additionally, the Company s unabsorbed manufacturing expenses were lower in the first
quarter of 2008 as the Company increased finished goods inventories during the quarter.

Gross profit and gross margin for the first six months of 2008 were $54.5 million and 14.3% respectively, compared
to $56.7 million and 15.2% for the first six months of 2007.

SELLING, GENERAL AND ADMINISTRATIVE EXPENSES

Selling, general and administrative expenses (SG&A) were $17.2 million for the second quarter of 2008 (8.7% of
sales), compared to $16.7 million for the second quarter of 2007 (8.9% of sales). SG&A expenses for the six months
ended June 30, 2008 were $34.8 million (9.1% of sales) compared to $35.0 million (9.4% of sales) for the same period
in 2007.

Included in SG&A expenses are the costs the Company incurred as a consequence of being a public company. These
costs totaled $0.4 million and $0.7 million for the three and six months ended June 30, 2008 compared to $0.3 million
and $1.1million for the three and six months ended June 30, 2007.

STOCK-BASED COMPENSATION EXPENSE

Stock-based compensation expense ( SBC ) for the second quarter of 2008 was $0.3 million compared to $0.5 million
in the second quarter of 2007. For the first six months of 2008, SBC was $0.8 million compared to $1.0 million for
the comparable period in 2007.

OPERATING PROFIT

Operating profit is defined by the Company as gross profit less SG&A expenses and SBC. Operating profit is a
non-GAAP financial measure that the Company is including as its management uses operating profit to measure and
evaluate the profit contributions of the Company s product offerings as well as the contribution by channel of
distribution.

Operating profit does not have any standardized meaning prescribed by GAAP in Canada or the United States and is
therefore unlikely to be comparable to similar measures presented by other issuers. The table below reconciles this
non-GAAP financial measure with the most comparable GAAP measurement. The reader is encouraged to review
this reconciliation.

Operating Profit Reconciliation

(in millions of US dollars)
Three months Six months
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For the periods ended June 30, 2008 2007 2008 2007

$ $ $ $
Gross Profit 26.4 28.8 54.5 56.7
Less: SG&A Expense 17.2 16.7 34.8 35.0
Less: SBC 0.3 0.5 0.8 1.0
Operating Profit 8.9 11.6 18.9 20.7

Operating profit was $8.9 million for the second quarter of 2008, compared to $11.6 million for the second quarter of
2007. The decline in operating profit is primarily attributable to lower gross profits in 2008. Operating profit for the
six months ended June 30, 2008 totaled $18.9 million compared to $20.7 million for the six months ended June 30,
2007. The decrease in operating profits for the first six months of 2008 compared to the first six months of 2007 is
due to the lower gross profits in 2008.

10
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FINANCIAL EXPENSES

Financial expenses for the second quarter of 2008 were $3.7 million compared to $6.4 million for the second quarter
of 2007, a 42.4 % decrease. Financial expenses for the first six months of 2008 were $9.0 million compared to $13.1
million for the same period in 2007, a decrease of 31.3%. The decrease in financial expenses is due to (i) lower
interest expense in the first and second quarters of 2008 due to the reduced debt levels of the Company, (ii) lower
interest expense in the second quarter of 2008 resulting from lower interest rates from the refinancing discussed below
and, (iii) a foreign exchange gain of approximately $0.9 million (including approximately $1.1 million reclassified
from Other comprehensive income) during the second quarter of 2008 resulting from a partial repayment of notes
advanced to the Company s Portuguese subsidiary that reduced the Company s net investment in that subsidiary.

REFINANCING EXPENSE

Included in the first quarter of 2008 is $6.0 million of refinancing expense related to the refinancing of the Company s
Senior Secured Credit Facility ( Facility ). The refinancing expense includes a $2.9 million loss on settlement of two
interest rate swap agreements. This loss was reclassified from Other comprehensive income as a result of the
discontinuance of the cash flow hedge since the debt being hedged was refinanced and the hedging relationship was
thereby terminated. Also included in refinancing expense is $3.1 million of accelerated amortization of debt issue
expense incurred in connection with the Facility in 2004.

EBITDA

A reconciliation of the Company s EBITDA and adjusted EBITDA, both non-GAAP financial measures, to GAAP net
earnings (loss) is set out in the EBITDA reconciliation table below. EBITDA should not be construed as earnings
(loss) before income taxes, net earnings (loss) or cash from operating activities as determined by GAAP. The
Company defines EBITDA as net earnings (loss) before (i) income taxes (recovery); (ii) financial expenses, net of
amortization; (iii) refinancing expense, net of amortization; (iv) amortization of other intangibles and capitalized
software costs; and (v) depreciation. The Company defines adjusted EBITDA as EBITDA before manufacturing
facility closures, restructuring, strategic alternatives and other charges. Other companies in the Company s industry
may calculate EBITDA and adjusted EBITDA differently than the Company does.

EBITDA and adjusted EBITDA are not measurements of financial performance under GAAP and should not be
considered as alternatives to cash flow from operating activities or as alternatives to net earnings (loss) as indicators of
the Company s operating performance or any other measures of performance derived in accordance with GAAP. The
Company has included these non-GAAP financial measures because they permit investors to make a more meaningful
comparison of the Company s performance between the periods presented. In addition, EBITDA and adjusted
EBITDA are used by management in evaluating the Company s performance.

EBITDA Reconciliation to Net Earnings

(in millions of US dollars)

Three months Six months
For the periods ended June 30, 2008 2007 2008 2007
$ $ $ $
Net earnings (loss) as reported 4.6 (8.1) 2.8 (8.6)
Add back (deduct): 34 5.9 8.3 12.4

11
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Financial expenses,

net of amortization

Refinancing expense,

net of amortization

Income taxes (recovery) (1.0)
Depreciation and amortization 9.0
EBITDA 16.0

Manufacturing facility closures, strategic
alternatives and other charges

Adjusted EBITDA 16.0

7.8
8.8
14.4

4.4
18.8

2.9
(1.8)
21.3
335

33.5

7.3
17.8
28.9

6.8
35.7

12
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The decrease in adjusted EBITDA for the three and six months ended June 30, 2008 compared to the corresponding
periods in 2007 is due to the reduced gross profits in 2008.

INCOME TAXES

The Company is subject to income taxation in multiple tax jurisdictions around the world. As a result, the Company s
effective income tax rate fluctuates depending upon the geographic source of its earnings. The Company s effective
income tax rate is also impacted by tax planning strategies that the Company previously implemented. The Company
estimates its annual effective income tax rate and utilizes that rate in its quarterly financial statements. For the six
months ended June 30, 2008 the Company has an estimated effective income tax rate of approximately 20% excluding
the previously discussed reduction in the income tax asset valuation allowance. For the six months ended June 30,
2007 the Company recorded a $6.3 million increase to its income tax asset valuation allowance. The Company also
incurred substantial nondeductible expenses associated with the strategic alternatives process during the first six
months of 2007. The combined impact of these two tax consequences was that the Company recorded a $7.3 million
income tax expense despite a pretax loss of $1.3 million.

NET EARNINGS

Net earnings for the second quarter of 2008 were $4.6 million or $0.08 per share, both basic and diluted, compared to
a loss of $8.1 million or $0.20 per share, both basic and diluted, for the second quarter of 2007. Net earnings for the
six months ended June 30, 2008 totaled $2.8 million or $0.05 per share, both basic and diluted, compared to a net loss
of $8.6 million or $0.21 per share, both basic and diluted for the same period in 2007.

Excluding refinancing expense and manufacturing facility closures, restructuring, strategic alternatives and other
charges (net of tax), adjusted net earnings for the three months and six months ended June 30, 2008 were $4.6 million
($0.08 per share, both basic and diluted) and $6.6 million ($0.11 per share, both basic and diluted), respectively.
Adjusted net earnings for the three months and six months ended June 30, 2007 were a loss of $4.3 million ($0.10 per
share, both basic and diluted) and a loss of $3.3 million ($0.08 per share, both basic and diluted), respectively.

Adjusted net earnings is a non-GAAP financial measure that the Company is including as management believes it
provides a better comparison of results for the periods presented since it does not take into account non-recurring
items and manufacturing facility closure costs each period. Adjusted net earnings does not have any standardized
meaning prescribed by GAAP in Canada or the United States and is therefore unlikely to be comparable to similar
measures presented by other issuers. A reconciliation of the Company s adjusted net earnings to net earnings is set out
in the table below:

Reconciliation of Net Earnings to Adjusted Net Earnings

(in millions of US dollars)

Three months Six months
For the periods ended June 30, 2008 2007 2008 2007
$ $ $ $
Net earnings (loss) as reported 4.6 (8.1) 2.8 (8.6)
Add back: 3.8 5.3

Manufacturing facility closures, strategic

13



Edgar Filing: INTERTAPE POLYMER GROUP INC - Form 6-K

alternatives and other charges (net of
tax)

Refinancing expense (net of tax)
Adjusted Net Earnings
Earnings (loss) per share:

Basic as reported

Basic adjusted

Diluted as reported

Diluted adjusted

4.6

0.08
0.08
0.08
0.08

4.3)

(0.20)
(0.10)
(0.20)
(0.10)

3.8
6.6

0.05
0.11
0.05
0.11

3.3)

0.21)
(0.08)
0.21)
(0.08)

14
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RESULT OF OPERATIONS-TAPES AND FILMS DIVISION

Sales for the Tapes and Films ( T&F ) Division for the second quarter of 2008 totaled $159.5 million, an 8.5% increase
compared to $147.0 million for the second quarter of 2007. Sales volumes increased 0.9% for the second quarter of
2008 compared to the second quarter of 2007. Sales for the second quarter of 2008 increased 7.3% compared to the
first quarter of 2008, including a sales volume increase of 7.4%. The increase in sales volumes for the second quarter
of 2008 is attributable to stronger sales demand when compared to the first quarter. As previously discussed, the T&F
Division was successful in achieving meaningful selling price increases for tape products although competitive
pressures limited the T&F Division s ability to achieve selling price increases for film products. The sales volume
increase exceeds the total sales dollar increase for the second quarter because of customer and product mix shifts
between the first and second quarters.

Sales for the T&F Division for the first six months of 2008 totaled $308.2 million compared to $298.1 million for the
first six months of 2007, a 3.4% increase. Sales volumes for the first six months of 2008 declined 3.2% compared to
the first six months of 2007. The declines in sales volumes occurred during the first quarter of 2008 due to economic
weakness in the United States.

T&F Division gross profits for the second quarter of 2008 totaled $22.8 million at a gross margin of 14.3% compared
to $25.0 million at a gross margin of 17.0% for the second quarter of 2007 and $23.8 million at a gross margin of
16.0% for the first quarter of 2008. The gross profit and gross margin declines in the second quarter of 2008
compared to the second quarter of 2007 and the first quarter of 2008 were due in part to rising resin-based raw
material costs, higher transportation costs to customers and increased energy costs to operate the Division s
manufacturing facilities. As discussed above, these cost increases were not fully recovered through selling price
increases. More significantly, finished goods inventory reductions during the second quarter resulted in higher
unabsorbed manufacturing costs being expensed during the quarter.

The T&F Division s gross profits and gross margins for the six months ended June 30, 2008 compared to the six
months ended June 30, 2007 were $46.6 million (15.1%) and $49.6 million (16.6%), respectively. The decrease in
gross profits and gross margins for the first six months of 2008 is primarily due to the decline in sales volume and the
resulting decrease in production levels that resulted in increased unabsorbed manufacturing costs. Contributing to the
decrease in gross profits and gross margin is the inability to raise selling prices, principally for film products, to a
level that recovers the cost increases described above.

The T&F Division s EBITDA for the second quarter of 2008 was $15.2 million compared to $17.7 million for the
second quarter of 2007 and $16.1 million for the first quarter of 2008. The T&F Division s EBITDA for the six
months ended June 30, 2008 and 2007 was $31.3 million and $34.5 million, respectively. The declines in reported
EBITDA for the second quarter of 2008 and the six months ended June 30, 2008 are attributable to the decreases in
gross profits.

RESULT OF OPERATIONS-ECP DIVISION

Sales for the ECP Division for the second quarter of 2008 totaled $38.0 million, compared to $40.1 million for the
second quarter of 2007. Sales volumes decreased 15.1% for the second quarter of 2008 compared to the second
quarter of 2007. The unit decline was mitigated by selling price increases and product mix changes. Sales for the
second quarter of 2008 increased 6.1% compared to the first quarter of 2008, including a sales volume increase of
4.0%. The sales volume increase for the quarter was primarily due to seasonal improvement in the sale of products to
the residential construction and agriculture markets.

Sales for the ECP Division for the first six months of 2008 totaled $73.8 million compared to $75.8 million for the
first six months of 2007, a 2.6% sales decrease. Sales volumes for the first six months of 2008 declined 10.1%
compared to the first six months of 2007. The decline in sales volumes is due to the decline in sales of products to the

15
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residential construction market.

ECP Division gross profits for the second quarter of 2008 totaled $3.5 million at a gross margin of 9.2% compared to
$3.9 million at a gross margin of 9.6% for the second quarter of 2007 and $4.4 million at a gross margin of 12.3% for
the first quarter of 2008. The gross profit and gross margin decrease in the second quarter of 2008 compared to the
first quarter of 2008 resulted from an increase in unabsorbed manufacturing costs during the second quarter and the
cost of relocating the production of certain products between manufacturing facilities in order to improve
manufacturing efficiencies on an ongoing basis. The ECP Division reduced finished goods inventories during the
second quarter of 2008.

ECP Division gross profits and gross margins for the six months ended June 30, 2008 and 2007 were $7.9 million

(10.7%) and $7.2 million (9.4%), respectively. The gross profit and gross margin improvement for 2008 resulted
from

16
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increased selling prices and improved product mix. Results for all periods reported reflect the continued softness in
the residential construction market.

The ECP Division s EBITDA for the second quarter of 2008 was $1.5 million compared to $2.1 million for the second
quarter of 2007 and $2.2 million for the first quarter of 2008. The EBITDA decline in the second quarter of 2008
compared to the EBITDA for the second quarter of 2007 and the first quarter of 2008 is due to the lower gross profits
discussed above.

The ECP Division s EBITDA for the six months ended June 30, 2008 and 2007 was $3.7 million and $3.3 million,
respectively. The improvement in EBITDA for 2008 is due to increased selling prices and improved product mix.

RESULT OF OPERATIONS-CORPORATE

The Company does not allocate manufacturing facilities closure, restructuring, strategic alternatives and other charges
to the two Divisions. These expenses are retained at the corporate level as are stock-based compensation and the cost
of being a public company. The unallocated corporate expenses for the six months ended June 30, 2008 and 2007
totaled $0.7 million and $1.2 million, respectively.

OFF-BALANCE SHEET ARRANGEMENTS

The Company maintains no off-balance sheet arrangements except for letters of credit issued and outstanding, which
are discussed in the section entitled Bank Indebtedness and Credit Facilities .

RELATED PARTY TRANSACTIONS

The Company has entered into three advisory services agreements, two with affiliates of two current members of the
Board of Directors and one with an affiliate of a former senior officer of the Company. The advisory services include
business planning and corporate finance activities. The agreements are effective through December 31, 2009 but can
be unilaterally terminated by the affiliates of the Board members and the former senior officer, respectively, with 30
days written notice. The agreements provide for aggregate monthly compensation beginning in January 2008 in the
amount of US$75,000 and Cdn$100,000 per month until June 30, 2008. Thereafter, the Company has a firm financial
commitment relating to the services of two of the three affiliates of US$50,000 and Cdn$100,000 per month through
December 31, 2009. The Company has the option to fix the compensation of the other affiliate on a month-to-month
basis at a monthly compensation commensurate with the services required as determined by the Company, which is
currently set at US$25,000.

The advisory services agreements provide for an aggregate performance fee payable on July 1, 2010 based on the
difference between the average price of the Company s common shares for the ten trading days prior to July 1, 2010 on
the Toronto Stock Exchange ( Average Price ) and the Canadian rights offering price of Cdn$3.61 per share multiplied
by an aggregate of 2.2 million, provided that the Average Price of the Company s shares exceeds Cdn$4.76. The
advisory services agreements provide for a reduction in the performance fees in the event of an early termination of
the agreements.

FINANCIAL POSITION

Trade receivables increased $13.3 million between December 31, 2007 and June 30, 2008. The increase was due to
higher sales in June 2008 compared to December 2007 and stronger year-end cash collections as compared to late
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June 2008. Inventories increased by $10.0 million between December 31, 2007 and June 30, 2008. The increase
includes $4.1 million of work-in-process and finished goods inventories and $5.9 million of raw materials inventories.
The higher work-in-process and finished goods are attributable to an increase in inventory in contemplation of the
Company s manufacturing facilities summer shutdowns. The higher raw material inventories reflect the higher cost of
materials as well as pre-buying resin-based raw materials during this period of rapid price escalation. Accounts
payable and accrued liabilities increased by $2.9 million between December 31, 2007 and June 30, 2008.

LIQUIDITY AND CAPITAL RESOURCES

Cash from operations before changes in non-cash working capital items was $12.2 million for the second quarter of
2008 compared to $6.0 million for the second quarter of 2007. Changes in non-cash working capital items used $9.9
million in cash flows for the three months ended June 30, 2008 compared to using $0.1 million in cash flows during
the same three month period in 2007.

The increase in cash flows from operating activities before changes in non-cash working capital items in the second
quarter of 2008 compared to the second quarter of 2007 is the result of improved profitability. Included in the second
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quarter of 2007 is approximately $4.4 million related to the strategic alternatives process and other charges. The
increased use of cash flows reflected in changes in non-cash working capital items in the second quarter of 2008
compared to the second quarter of 2007 was the result of increased trade receivables and inventories mitigated by
increased accounts payable and accrued liabilities in the second quarter of 2008.

Cash from operations before changes in non-cash working capital items was $21.7 million for the six months ended
June 30, 2008 compared to $13.8 million for the six months ended June 30, 2007. Changes in non-cash working
capital items used $22.3 million in cash flows for the six months ended June 30, 2008 compared to using $1.6 million
in cash during the same six month period in 2007.

Cash flows used in investing activities were $5.1 million in the second quarter of 2008 and $6.3 million for the six
months ended June 30, 2008. This compares to $3.0 million and $8.2 million, respectively, in cash flows used in
investing activities in the second quarter of 2007 and the six months ended June 30, 2007. The decrease in cash flows
used in investing activities for the six months ended June 30, 2008 compared to the corresponding period in 2007 is
due to increased sales proceeds from the sale of property, plant and equipment. Capital expenditures for property,
plant and equipment for the first six months of 2008 and 2007 were both $9.0 million. The Company s capital budget
for 2008 is approximately $20.0 million.

The Company increased total indebtedness during the three months ended June 30, 2008 by $7.8 million compared to
$1.6 million during the three months ended June 30, 2007. Total indebtedness increased during the six months ended
June 30, 2008 by $4.8 million and decreased by $12.5 million during the six months ended June 30, 2007. The
increase in indebtedness in 2008 results primarily from $7.8 million in borrowings by the Company s Portuguese
subsidiary, a portion of which was used to repay long-standing notes that the Company had made to the subsidiary.
The decrease in indebtedness in 2007 was the result of effective working capital management, which provided
additional cash to be applied to reduce debt.

The rapid escalation in the cost of resin-based raw materials is significantly increasing the Company s working capital
requirements. This manifests itself through higher inventory values at all stages of completion, increased quantities of
raw materials on hand and increased investment in trade receivables as the Company raises selling prices to recover
the higher material costs. Despite the challenges presented by this environment, the Company is actively working to
reduce its working capital investment, having reduced finished goods and work-in-process inventories by $2.8 million
between March 31, 2008 and June 30, 2008 despite having to prepare for approaching summer shutdowns at several
of its manufacturing facilities. The Company believes that it has the ability to generate cash flows, both long and
short term, that, when coupled with its existing credit facilities, enables it to meet the requirements of its day-to-day
operations, given its operating margins and projected budgets.

BANK INDEBTEDNESS AND CREDIT FACILITIES

On March 27, 2008, the Company successfully refinanced its existing Facility with a $200.0 million asset-based loan

( ABL ) entered into with a syndicate of financial institutions. The Facility included a US$52.0 million five-year
revolving credit facility available in US dollars and a US$8.0 million five-year revolving credit facility available in
Canadian dollars. The amount of borrowings available to the Company under the ABL is determined by its applicable
borrowing base from time to time. The borrowing base is determined by calculating a percentage of eligible trade
accounts receivable, inventories and machinery and equipment.

Unlike the Facility, the ABL contains only one financial covenant, a fixed charge coverage ratio, which becomes
effective only when unused availability drops below $25.0 million. Under the refinancing agreement, the Company s
remaining unencumbered real estate is subject to a negative pledge in favour of the ABL lenders. However, the
Company retains the ability to secure financing on all or a portion of its owned real estate and have the negative
pledge to the ABL lenders subordinated to a maximum of $35.0 million of real estate mortgage financing.

19



Edgar Filing: INTERTAPE POLYMER GROUP INC - Form 6-K

At June 30, 2008, the Company had borrowed $119.5 million under its ABL, including $5.0 million in letters of
credit. As at December 31, 2007, $2.1 million had been borrowed under the revolving line of credit portion of the
Facility, all of which was letters of credit. When combined with cash on-hand and cash equivalents, the Company s
cash and credit availability totaled $51.5 million as at June 30, 2008 (before the $15.0 million short-term availability
block which expired on July 28, 2008) compared to $73.4 million as at December 31, 2007. The decline in cash and
credit availability at June 30, 2008 compared to December 31, 2007 is as a result of replacing the Facility, including
its $60.0 million line of credit, with the ABL, which sets the maximum borrowings available to the Company using a
borrowing base calculation. Cash and credit availability improved $7.2 million between March 31, 2008 and June 30,
2008.

CONTRACTUAL OBLIGATIONS
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At June 30, 2008, except for the refinancing of the Company s Facility and the settlement of the Company s interest
rate swap agreements, which occurred in the first quarter of 2008, there were no material changes in the contractual
obligations set forth in the Company s 2007 Annual Report that were outside the ordinary course of the Company s
business.

CAPITAL STOCK

As at June 30, 2008 there were 58,956,350 common shares of the Company outstanding. During the first six months
of 2008, no stock options were granted or exercised.

CURRENCY RISK

The Company is subject to currency risks through its Canadian and European operations. Changes in the exchange
rates may result in decreases or increases in foreign exchange gains or losses. The Company does not use derivative
instruments to reduce its exposure to foreign currency risk, as historically these risks have not been significant.

CRITICAL ACCOUNTING ESTIMATES

The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect the recorded amounts of assets and liabilities and the disclosure of contingent assets and
liabilities at the date of the consolidated financial statements and the recorded amount of revenues and expenses
during the reporting period. On an on-going basis, management reviews its estimates, including those relating to the
allowance for doubtful accounts, reserve for slow moving and unmarketable inventories, income taxes, impairment of
long-lived assets and goodwill based on currently available information. Actual results may differ from those
estimates.

The discussion on the methodology and assumptions underlying these critical accounting estimates and their effect on
the Company s results of operations and financial positi