SupremeX

MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS
FOR THE THREE AND SIX-MONTH PERIODS ENDED JUNE 30, 2012

The following management’s discussion and analyfsfsnancial condition and results of operations
(“MD&A"), dated July 31, 2012, of Supremex Inc. €th'Company”) should be read together with the
accompanying unaudited interim condensed conselilfihancial statements and related notes of the
Company for the three and six-month periods endetk B0, 2012. These consolidated financial
statements of the Company have been prepared bggaarent in accordance with IAS 34, Interim
Financial Reporting (“IAS 34"). Therefore, certainformation and disclosures have been omitted or
condensed. The accounting principles are consisigtit those set out in the Company’s audited
consolidated financial statements for the year en@ecember 31, 2011. The fiscal year of the
Company ends on December 31. The Company’s regoctinrency is the Canadian dollar. Per
share amounts are calculated using the weightedageenumber of shares outstanding for the three
and six-month periods ended June 30, 2012. Theotidated financial statements for the three and
six-month periods ended June 30, 2012 have not leeelited or reviewed by the Company’s
auditors.

This MD&A contains forward-looking statements. RBleaee “Forward-Looking Statements” for a
discussion of the risks, uncertainties and asswmnptrelating to these statements. In addition to ou
results reported in accordance with 188, the MD&A may contain other non-IFRS financial
measures. Terms by which non-IFRS financial measane identified include, but are not limited to,
“EBITDA” or other similar expressions. Non-IFRS dincial measures are used to provide
management and investors with additional measufggedormance. However, non-IFRS financial
measures do not have standard meanings prescrigetFRS and therefore may not be directly
comparable to similar measures used by other coiepaand should not be viewed as alternatives to
measures of financial performance prepared in adaoce with IFRS. See “Definition of EBITDA
and Non-IFRS Measures” and “Selected Consolidatewicial Information” for the reconciliation
of EBITDA to net earnings.

Conversion to a Corporation

On January 1, 2011 (the “Effective Date”), Supremiegome Fund (the “Fund”) completed its
conversion from an income trust structure to a aation. On May 7, 2010, the unitholders of the
Fund approved the plan of arrangement (the “Arraragg”) pursuant to which the Fund will convert
from an income trust structure to a public corgorahamed Supremex Inc. The final order of the
Superior Court of Québec with respect to the Aresmgnt was obtained on May 10, 2010.

Under the Arrangement, unitholders of the Fund iveck for each unit of the Fund held, one
common share of Supremex.



The Arrangement has been accounted for as a cdgtiofuinterests of the Fund since Supremex
continues to operate the business of the Fund laeick twere no ownership changes. Under the
continuity of interests’ method of accounting, thensfer of the assets, liabilities and equity o t
Fund to Supremex is recorded at the net book vaduat the Effective Date of the transaction. As a
result, for accounting purposes, the transactioadsired to be accounted for as though the Company
was a continuation of the Fund but with its capiédlecting the exchange of Fund units for Supremex
common shares. Therefore, certain terms such ashsilder/unitholder, dividend/distribution and
share/unit may be used interchangeably throughositMD&A. For the periods reported up to the
Effective Date of the conversion, all payments ttholders were in the form of fund unit
distributions, and after that date all paymentsttareholders were in the form of dividends.

Any references to the Fund for periods after JantiaP011l shall mean Supremex Inc. as the
successor of the Fund. References to “company‘ar&sh “dividends” and “shareholders” means
“fund”, “unit”, “distributions” and “unitholders” ér transactions that occurred before the conversion
of the Fund to a corporation.

Pursuant to the Arrangement, the stated capitalhircommon shares was reduced to an amount of
$10 million as of the Effective Date.

Overview

Supremex is Canada’s leading manufacturer and nearké a broad range of stock and custom
envelopes and related products. Supremex emplgyeximately 600 people and is the only national
envelope manufacturer in Canada, with seven matufag facilities across six provinces. This
national presence allows Supremex to meet the raaturing needs of large national customers, such
as large Canadian corporations, nationwide reseldard government bodies, as well as paper
merchants and solution and process providers.

Overall Performance

Revenue in the second quarter of 2012 amounte@8@$nillion compared with $34.1 million in the
second quarter of 2011, representing a decrea$2.8fmillion or 6.6%. In the second quarter, total
volume was down by 5.7% mainly due to the loweuwwd in Canada and in the United States. The
Canadian volume was down 4.9% and was generalbadin all accounts with bigger decline seen in
large corporation and in the public sector. Thevwdime was down by 10.4% mainly due to 2011
orders not repeated in 2012 due to the softnefgeaharket.

EBITDA for the second quarter of 2012 was $5.2 ionllcompared with $6.6 million for the same
period in 2011, representing a decrease of $1.4fomibr 21.0%. EBITDA margin was 16.5%
compared with 19.5% in the second quarter of 2@ktluding non-recurring items incurred in the
second quarter of 2012, the EBITDA margin would éhdbheen 17.8%. The margin erosion is
attributable to reduction of average selling prikee to competitive pressure and increase of raw
material costs.

During the second quarter of 2012, total debt desed by $0.3 million. The cash generated during
the second quarter has been used mainly to payig@tfne tax. The Total Debt to EBITDA ratio at
the end of the second quarter of 2012 was belam@st which is in accordance with the Company’s
goal.

During the second quarter, the Company announcecdestablishment of an automatic securities
purchase plan for its common shares under its darmuase issuer bid, beginning July 3, 2012.



Summary of Quarterly Results

Supremex’s revenue is subject to the seasonal E&lngrand mailing patterns of its customers. The
number of units sold by Supremex is generally highging fall and winter mainly due to the higher
number of mailings related to events including riéteirn to school, fund-raising, and the holiday and
tax seasons. The number of units sold by Supremgenerally lower during spring and summer in
anticipation of a slowdown in mailing activities blusinesses during the summer. As a result,
Supremex’s revenue and financial performance for single quarter may not be indicative of
revenue and financial performance which may be e&rpefor the full year. To maintain production
efficiencies, Supremex utilizes warehouse cap#slito inventory envelopes as required to counter
these predictable seasonal variations in salesnalu

The following table presents a summary of operatasylts of the Company on a quarterly basis from
July 1, 2010 to June 30, 2012.

(In thousands of dollars, except for per share/anitounts)

June 30, Mar.31, Dec.31, Sept.30, June30, Mar.31, Dec.31, Sept. 30,

2012 201z 2011 2011 2011 2011 201c¢ 201c
$ $ $ $ $ $ $ $
Revenue 31,831 35,604 36,699 34,024 34,068 39,101 40,246 36,407
EBITDA @ 5,247 6,413 7,432 6,486 6,638 7,893 7,839 7,215
Earnings before income
taxes 1,915 3,755 3,960 1,520 2,037 3,995 3,614 3,461
Net earning 140z 2,71¢ 2,95( 1,04( 1,452 2,87: 2,91( 2,69:

Net earnings per share/t 0.0478  0.0927 0.1007 0.0355 0.0496 0.0980 0.0993 0.0919

Notes

@ sSee “Definition of EBITDA.” EBITDA is not a recognéd measure under IFRS and does not
have a standardized meaning prescribed by IFRSTEBImay not be comparable to similar
measures presented by other issuers.

Excluding the seasonal patterns of the businesgnue has decreased over the last eight quarters
mainly due to the decrease in volume sold in Cafialtaving softness in the envelope market and
the strength of the Canadian dollar.



Selected Consolidated Financial Information
(In thousands of dollars, except for per share amsu

Three-month periods Six-month periods
ended June 30, ended June30,
2012 2011 2012 2011
$ $ $ $
Revenue 31,831 34,068 67,435 73,169
Operating expens 22,312 23,01 46,918 48,85!
Selling, general and administrative expe 4,272 4,07°" 8,858 9,22¢
Restructuring expens(® — 34z — 561
EBITDA @ 5,247 6,63¢ 11,65¢ 14,53
Amortization of property, plant and equipm 848 1,18¢ 1,693 2,351
Amortization ofintangible asse 1,541 1,541 3,082 3,08:
Loss on disposal of property, plant ¢
equipment 12 227 21 253
Operating earnings 2,846 3,681 6,863 8,84¢
Financing charge 931 1,64« 1,19:¢ 2,81:
Earnings before income taxe 1,915 2,03 5,67( 6,03:
Incometaxes expens 513 58¢& 1,553 1,707
Net earnings 1,402 1,452 4,117 4,32¢
Basic and diluted net earnings per s 0.0478 0.049¢ 0.1405 0.147¢
Dividenc declared per she 0.0300 0.030( 0.0600 0.060(
Total asse 159,920 170,98t 159,920 170,98¢
Secured credit faciliti¢ 53,24: 64,15¢ 53,24: 64,15¢

@ Restructuring expenses are mainly related to tseusturing and improvement initiatives to

reduce the Company’s operating costs.
@ See “Definition of EBITDA.”
Results of Operations
Three-month period ended June 30, 2012 compared with three-month period ended June 30, 2011

Revenue

Revenue for the three-month period ended June3® amounted to $31.8 million compared with
$34.1 million for the three-month period ended J8Be2011, a decrease of $2.3 million or 6.6%. The
decrease in revenue is mainly attributable to dweel number of units sold in Canada and in the
United States.

Revenue in Canada decreased by $2.0 million or 6f88m $31.1 million to $29.1 million, and
revenue in the United States decreased by $0.Bmar 9.2%, from $3.0 million to $2.7 million.

The decrease in revenue in Canada was driven by% decrease in the number of units sold
combined with a 1.5% decrease in the average ggdliice. The decrease in the number of units sold
was generally spread over all accounts with bigigetine seen in large corporation and in the public
sector.



The decrease in revenue in the United States wasoda 10.4% decrease in the number of units sold
partially offset by a 1.3% increase in the averaging price. The decrease in the number of units
sold was attributable to 2011 orders not repeatedOil2 due to the softness of the market. The
increase in the average selling price is mainly tdue different product mix.

Operating expenses

Operating expenses for the three-month period entlew: 30, 2012 amounted to $22.3 million
compared with $23.0 million for the same period2011, a decrease of $0.7 million or 3.1%. The
impact of the reduced volume mainly explains therei@se in operating expenses.

Gross profit (revenue less operating expenses dixgjuamortization of property, plant and
equipment) was $9.5 million for the three-month igerended June 30, 2012 compared with
$11.1 million for the comparable period in 201 Hezrease of $1.6 million or 13.9%. As a percentage
of sales, gross profit decreased by 2.5% in 20I2dch 29.9% compared with 32.4% in 2011. The
margin erosion is attributable to reduction of ager selling price due to competitive pressure and
increase of raw material costs.

Selling, general and administrative expenses

Selling, general and administrative expenses &atafi4.2 million for the three-month period ended
June 30, 2012 compared with $4.1 million for theegeriod in 2011, an increase of $0.1 million or
4.9%. The increase is mainly attributable to narureng expenses of $0.4 million offset by
decreased compensation and bad debt expenses.

EBITDA

As a result of the changes described above, EBITi2& $5.2 million for the three-month period
ended June 30, 2012 compared with $6.6 million tfee same period in 2011, a decrease of
$1.4 million or 21.0%.

Amortization

Aggregate amortization expense for the three-mgueghiod ended June 30, 2012 amounted to
$2.4 million compared with $2.7 million for the cparable period in 2011 representing a decrease of
$0.3 million or 12.5%. The decrease is mainly esdato the review of the useful lives of some
manufacturing equipment which have been extendext Dctober 1, 2011.

Financing charges

Financing charges for the three-month period endade 30, 2012 amounted to $0.9 million

compared with $1.6 million for the same period 012, representing a decrease of $0.7 million or
43.3%, resulting from the decreased loss on valnatf derivative financial instruments, the lower

amortization of deferred financing costs followitig credit facilities renewal and the impact of the
reduced level of debt.

Earnings before income taxes
Due to the changes in revenue and expenses debdrdrein, the earnings before income taxes

totalled $1.9 million for the three-month periodded June 30, 2012 compared with $2.0 million for
the same period in 2011, a decrease of $0.1 mitlid0%.



Provision for income taxes

During the three-month period ended June 30, 2B&2provision for income taxes remained stable at
$0.6 million.

Net earnings

As a result of the changes described above, neinggramounted to $1.4 million for the three-month
period ended June 30, 2012 compared with $1.5amillor the same period in 2011, a decrease of
$0.1 million or 3.5%.

Other comprehensive loss

The lower than expected return on assets of thep@ogis defined benefit pension plan combined
with the decrease of the discount rate for accplad benefit obligation have generated net actuaria
losses of $3.7 million. These variations impacted Company’s other comprehensive loss and
deficit.

Six-month period ended June 30, 2012 compared with six-month period ended June 30, 2011
Revenue

Revenue for the six-month period ended June 3@ 20tounted to $67.4 million compared with
$73.2 million for the six-month period ended Jufe&11, a decrease of $5.8 million or 7.8%. The
decrease in revenue is mainly attributable to dlest number of units sold in Canada.

Revenue in Canada decreased by $5.8 million or ,7f88m $67.3 million to $61.5 million, and
revenue in the United States remained stable atrilllion.

The decrease in revenue in Canada was driven by% decrease in the number of units sold
combined with a 0.9% decrease in the average ggllice. The decrease in the number of units sold
was generally spread in all accounts with biggedide seen in large corporations, public and form
resellers markets.

Revenue in the United States was impacted by a d&%ease in the number of units sold offset by a
4.7% increase in the average selling price. Theedse in the number of units sold was attributeble
2011 orders not repeated in 2012 due to the saftoiethe market. The increase in the average gellin
price is mainly due to a different product mix.

Operating expenses

Operating expenses for the six-month period endete 30, 2012 amounted to $46.9 million
compared with $48.9 million for the same period20il1, a decrease of 2.0 million or 4.0%. The
impact of the reduced volume mainly explains therel@se in operating expenses.

Gross profit (revenue less operating expenses dixguamortization of property, plant and
equipment) was $20.5 million for the six-month pdriended June 30, 2012 compared with
$24.3 million for the comparable period in 201 Hezrease of $3.8 million or 15.6%. As a percentage
of sales, gross profit decreased by 2.8% in 2012adch 30.4% compared with 33.2% in 2011. The
margin erosion is attributable to reduction of ager selling price due to competitive pressure and
increase of raw material costs.



Selling, general and administrative expenses

Selling, general and administrative expenses &uta$8.9 million for the six-month period ended
June 30, 2012 compared with $9.2 million for thmeaeriod in 2011, a decrease of $0.3 million or
4.0%. The decrease was mainly attributable to dsed compensation and bad debt expenses of
$0.5 million offset by non-recurring expenses of4f@illion incurred during the second quarter of
2012.

EBITDA

As a result of the changes described above, EBIV2A $11.7 million for the six-month period
ended June 30, 2012 compared with $14.5 million tfeer same period in 2011, a decrease of
$2.8 million or 19.8%.

Amortization

Aggregate amortization expense for the six-monthiode ended June 30, 2012 amounted to
$4.8 million compared with $5.4 million for the cparable period in 2011 representing a decrease of
$0.6 million or 12.1%. The decrease is mainly esdato the review of the useful lives of some
manufacturing equipment which have been extendex $Dctober 1, 2011.

Financing charges

Financing charges for the six-month period endeg: B0D, 2012 amounted to $1.2 million compared
with $2.8 million for the same period in 2011, repenting a decrease of $1.6 million or 57.6%,
resulting from the gain on valuation of derivatifileancial instruments, as compared to a loss on
valuation of derivative financial investments onl20the lower amortization of deferred financing

costs following the credit facilities renewal ahg impact of the reduced level of debt.

Earnings before income taxes

Due to the changes in revenue and expenses dekdrdrein, the earnings before income taxes
totalled $5.7 million for the six-month period edd&une 30, 2012 compared with $6.0 million for the
same period in 2011, a decrease of $0.3 milliof. @%6.

Provision for income taxes

During the six-month period ended June 30, 2012, Gompany recorded a provision for income
taxes of $1.6 million compared with $1.7 millionr fhe six-month period ended June 30, 2011, a
decrease of $0.1 million or 9.0% due to the lovanmgs.

Net earnings

As a result of the changes described above, neingagramounted to $4.1 million for the six-month
period ended June 30, 2012 compared with $4.3amillor the same period in 2011, a decrease of
$0.2 million or 4.8%.

Other comprehensive loss

The decrease of the discount rate for accrued bestgigations of the Company's defined benefit
pension plans combined with the lower than expecetdrn on plan assets have generated net
actuarial losses by $3.9 million. These variationpacted the Company’s other comprehensive loss
and deficit.



Segmented Information

The Company currently operates in one businessemigthe manufacture and sale of envelopes. The
Company’'s non-current assets amounted to $127liébmih Canada and $0.9 million in the United
States as at June 30, 2012 as compared to $130li¢hrand $1.0 million as at December 31, 2011,
respectively.

In Canada, the Company’s revenue amounted to $2ilidn and $61.5 million for the three and six-
month periods ended June 30, 2012 compared with1$8illion and $67.3 million for the same
periods in 2011, representing a decrease of $2l@mbr 6.3% and $5.8 million or 7.8%. In the
United States, the Company’s revenue amounted .0 réilflion and $5.9 million for the three and
six-month periods ended June 30, 2012 compared $@tA million and $5.9 million for the same
periods in 2011, representing a decrease of $0l®@mbr 9.2% for the three-month period ended
June 30, 2011.

Liquidity and Capital Resources
Operating activities

Cash of $3.0 million was generated from operatiotivities during the six-month period ended
June 30, 2012 compared with cash generated ofrillién during the same period of 2011. The
increase in net cash flows from operating actisife primarily due to an increase in net change in
non-cash working capital balances offset by lowanimgs before non-cash items. The higher non-
cash working capital level as at June 30, 201Z;omspared to December 31, 2011, resulted mainly
from the decrease in accounts payable and acciaigitities, following the payment of the annual
incentive programs and other payments, includingprime taxes payable, partially offset by the
decrease of accounts receivable.

Investing activities

Cash used in investing activities of $1.2 milliaridg the six-month period ended June 30, 2012 was
mainly related to the acquisition of property, pland equipment. In the prior-year period, cash of
$3.8 million was generated by the sale of the Mankhfacility partially offset by acquisition of
property, plant and equipment.

Financing activities

In the six-month period ended June 30, 2012, ca$.8 million was used in financing activities for
the repayment of the credit facilities and the pagtrof dividends. Similarly, in prior-year period,
$6.5 million was used in financing activities faepayments on the credit facilities, payment of
dividends and the payment of distributions on Funits.

Liguidity and capital resources summary

Our ability to generate cash flows from operatioambined with our availability under our existing
credit facilities are expected to provide sufficiiquidity to meet anticipated needs for existid
future projects.

Off-Balance Sheet Arrangements

Operating lease commitments have been discloséiteilCompany’s audited consolidated financial
statements as at December 31, 2011 and did néfisignly change since that date.



Financial Position Highlights

(In thousands of dollars except for ratio)
June 30, Decembe 31,

2012 2011
$ $
Working capite 8,977 5,82¢
Total asse 159,920 166,84
Total secured credit facilitie 53,242 54,17
Equity 63,06¢ 64,66"

The Company was in compliance with the covenanits @fredit facilities as at June 30, 2012.

Supremex pays quarterly dividends to shareholdetbeadiscretion of the Board of Directors. A
dividend of $878,933 or $0.03 per share was detlanel paid in the second quarter of 2012.

Capitalization
As at July 31, 2012, the Company had 29,292, 76 fmomshares outstanding.

Pursuant to the normal course issuer bid, whictabesn December 5, 2011, the Company could
purchase for cancellation up to 1,500,000 shar¢is Dacember 4, 2012. During the three and six-
month periods ended June 30, 2012, the Companyased 5,000 shares for cancellation at a price
of $1.61 per common share.

On June 27, 2012, the Company has establishedtamatic securities purchase plan (the “Plan”) for
its common shares. The Plan was established tdderastandard instructions regarding how the
Company’s common shares are to be purchased um@@ampany’s normal course issuer bid for the
common shares announced on December 1, 2011. Awcghrdthe Company may purchase its

common shares in accordance with the Plan on aadyny day during the normal course issuer bid
period, including during self-imposed trading blagkperiods. The Plan is effective July 3, 2012 and
will terminate concurrently with the issuer bid DPecember 4, 2012.

Disclosure Controls and Internal Controls over Financial Reporting

The Company's disclosure controls and procedures dasigned to ensure that all important
information about Supremex, including operating diméncial activities, is communicated fully,
accurately and in a timely manner and that theyigdeoSupremex with assurance that the financial
reporting is accurate.

Internal control over financial reporting meansracess designed by or under the supervision of the
Chief Executive Officer (CEO), acting also as Chi@fancial Officer (CFO), to provide reasonable
assurance regarding the reliability of financigdowing and the preparation of financial statemémts
external purposes in accordance with IFRS.

The internal controls are not expected to prevadtdetect all misstatements due to error or fraud.

As at June 30, 2012, the Company’'s CEO, acting alksdCFO, has certified that the disclosure
controls and procedures are effective and thatinguhe six-month period ended June 30, 2012,
Supremex did not make any material changes inntenal controls over financial reporting that
materially affected or are reasonably likely to enally affect the Company’s internal control over
financial reporting.



New Accounting Policies
Recent Accounting Pronouncements
IFRS9, Financial Instruments

In October 2010, the International Accounting Stadd Board (“IASB”) issued IFRS %inancial
Instruments(“IFRS 9”). IFRS 9, which replaces IAS 3&jnancial Instruments: Recognition and
Measurement establishes principles for the financial repgatiof financial assets and financial
liabilities that will present relevant and usefafdarmation to users of financial statements foiirthe
assessment of the amounts, timing and uncertafratg entity’s future cash flows.

IFRS10, Consolidated Financial Statements

In May 2011, the IASB issued IFRS 10pnsolidated Financial Statement8FRS 107). IFRS 10,
which replaces SIC-1Zonsolidation — Special Purpose Entitiasd part of IAS 27Consolidated
and Separate Financial Statemenpsovides additional guidance regarding the conoégontrol as
the determining factor in whether an entity shobdl included within the consolidated financial
statements of the parent company.

IFRS12, Disclosure of Interests in Other Entities

In May 2011, the IASB issued IFRS 1Bjsclosure of Interests in Other EntitigSIFRS 12").
IFRS 12 is a new and comprehensive standard otoglise requirements for all forms of interests in
other entities, including joint arrangements, agges, special purpose vehicles and other off loalan
sheet vehicles.

IFRS13, Fair Value Measurement

In May 2011, the IASB issued IFRS Eair Value Measuremer{tiIFRS 13"). IFRS 13 will improve
consistency and reduce complexity by providingecize definition of fair value and a single source
of fair value measurement and disclosure requirésrfen use across IFRS.

IAS 1, Financial Statement Presentation

In June 2011, the IASB issued amendments to IAErancial Statement PresentatigtiAS 1”).
This amendment to IAS 1 will improve the preseptatof the components of other comprehensive
income.

IAS 19, Employee Benefits

In June 2011, the IASB issued amendments to IASH@ployee Benefit{"IAS 19”). This
amendment to IAS 19 will improve the recognitiordatisclosure requirements for defined benefits
plans.

These new standards are effective for the Compaimggsim and annual consolidated financial

statements commencing January 1, 2013. Howeveédeaember 2011, the IASB has postponed the
mandatory application of IFRS Financial Instrumentsto January 1, 2015. The Company is

assessing the impact of these new standards oorisolidated financial statements.
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Recent Events

On July 1, 2012, the Company converted, for fusgevice, its defined benefit pension plans into
defined contributions plans, for substantiallyaillts employees.

On July 31, 2012, the Board of Directors has deda quarterly dividend of $0.03 per common
share, payable on September 17, 2012 to sharekoloferecord at the close of business on
August 31, 2012.

Risk Factors

As a result of operations, business prospects sraghdial condition, the Company is subject to a
number of risks and uncertainties, and is affetigé number of factors outside the control of the
management. Details are provided in the “Risk Fattsection of the Company's 2011 Annual
Information Form, dated March 22, 2012 (which carfdund atvww.sedar.com

Forward-Looking Statements

This MD&A contains “forward-looking statements” Wwih the meaning of applicable Canadian
securities laws, including (but not limited to) tetaents about the EBITDA projection, future
performance of Supremex and similar statementseraimg anticipated future results, circumstances,
performance or expectations. A statement is forM@oling when it uses what Supremex knows and
expects today to make a statement about the fufimmsvard-looking statements may include words
such as anticipate, assumption, believe, coulde@xgoal, guidance, intend, may, objective, oltloo
plan, seek, should, strive, target and will. Thesatements relate to future events or future
performance and reflect current assumptions, eatiens and estimates of management regarding
growth, results of operations, performance, busimpesspects and opportunities, Canadian economic
environment and liability to attract and retain tonsers. Such forward-looking statements reflect
current assumptions, expectations and estimatemasfagement and are based on information
currently available to Supremex as at the dathisfMID&A.

Forward-looking statements are subject to certisksrand uncertainties, and should not be read as
guarantees of future performance or results andahaesults may differ materially from the
conclusion, forecast or projection stated in suctvérd-looking statements. These risks, unceresnti
and other factors include but are not limited t® thilowing: economic cycles, availability of cagdit
decline in envelope consumption, increase of coitipt exchange rate fluctuation, raw material
increases, credits risks with respect to tradeivabkes, increase in funding of pension plans, gdost
services deficiencies, interest rates fluctuatiod @otential risk of litigation. Such assumptions,
expectations, estimates, risks and uncertaintiediscussed throughout our MD&A for fiscal 2011
and, in particular, in “Risk Factors”. Consequenthe cannot guarantee that any forward-looking
statements will materialize. Readers should noteplany undue reliance on such forward-looking
statements.

Definition of EBITDA and Non-IFRS Measures

References to “EBITDA” are to earnings before ficiag charges, income tax expense, amortization
of property, plant and equipment and of intang#ddsets and loss on disposal of property, plant and
equipment. Supremex believes that EBITDA is a megmsant commonly used by readers of financial
statements to evaluate a company’'s operationalgasérating capacity and ability to discharge its
financial expenses.
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EBITDA is not an earnings measure recognized unBB®S and does not have a standardized
meaning prescribed by IFRS. Therefore, EBITDA mayt be comparable to similar measures
presented by other entities. Investors are caulidhat EBITDA should not be construed as an
alternative to net earnings determined in accorelamith IFRS as an indicator of the Company’'s

performance.

Additional Information

Additional information relating to the Company is#able on SEDAR atvww.sedar.com.
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Interim Condensed Consolidated Financial Statements
Supremex Inc.

Unaudited
For the three and six-month periods ended 32012 and 2011

All amounts expressed in Canadian dollars

NOTICE

The Company’'s independent auditors have not revdethese Interim Condensed
Consolidated Financial Statements in accordanch stiéndard established by the
Canadian Institute of Chartered Accountants foresiew of interim financial
statements by an entity’s auditor.
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Supremex Inc.

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

As at June 30, Decembe 31,
2012 2011
[Unaudited] Notes $ $
ASSETS
Current assets
Cash 1,575,738 2,606,33:
Accounts receivab 15,642,28 18,740,49
Inventorie! 13,504,107 13,103,19
Prepaid expens 920,347 512,58«
Total current assets 31,642,477 34,962,60
Property, plant and equipm: 29,008,901 29,528,67
Intangible asse 23,517,07 26,599,02
Goodwill 75,751,12 75,751,12
Total assets 159,919,582 166,841,43
LIABILITIES AND EQUITY
Current liabilities
Accounts payable and accrued liabilit 16,966,72 19,990,28
Provision: 442,550 656,56’
Income tax payab 256,186 3,490,991
Current portion of secured credit facilit 5,000,000 5,000,001
Total current liabilities 22,665,465 29,137,84
Secured credit facilitie 48,241,881 49,176,93
Deferred income tax liabilitie 524,15! 2,182,39:
Accrued pension benefit liabili 23,266,000 19,251,10
Other pos-retirement benefit obligatio 635,700 649,60(
Derivative financial liabilit 1,518,492 1,776,29:
Equity
Share capiti 9,998,29: 10,000,00
Contributed surplt 280,417,403 280,423,74
Deficit (227,273,097) (225,680,31¢
Accumulated other comprehensive (74,710) (76,161
Total equity 63,067,889 64,667,27
Total liabilities and equity 159,919,582 166,841,43

Subsequent events (note 11)
See accompanying notes
On behalf of the Directors:

By: (Signe( Michael Rapg
Directol

By: (Signe() Gilles Cyi

Directol
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Supremex Inc.

CONSOLIDATED STATEMENTS OF EARNINGS

Three-month periods
ended June 30,

Six-month periods
ended June 30,

2012 2011 2012 2011

[Unaudited] Notes $ $ $ $
Revenue 31,831,31 34,068,21 67,435,05 73,168,80
Operating expenses 3 22,312,140 23,013,129 46,918,003 48,852,813
Selling, general and administratiexpense 4,272,63. 4,074,93: 8,857,77! 9,224,42.
Operating earnings before amortization, loss

on disposal of property, plant and

equipment and restructuring expenses 5,246,540 6,980,151 11,659,280 15,091,566
Amortization of property, plant and equipment 847,401 1,188,812 1,692,727 2,350,998
Amortization of intangible asst 1,540,97! 1,540,97! 3,081,95! 3,081,95!
Loss on disposal of property, plant and

equipment 4 11,329 227,005 20,798 253,186
Restructuring expens — 342,55! — 560,98
Operating earnings 2,846,83! 3,680,80: 6,863,80! 8,844,44.
Financing charges 6 931,379 1,643,641 1,192,995 2,812,679
Earnings before income taxes 1,915,456 2,037,163 5,670,810 6,031,769
Income tax expen: 513,59: 584,69 1,553,32. 1,707,00!
Net earnings 1,401,86! 1,452,46' 4,117,48! 4,324,76.
Basic and diluted net earnings per shai 0.047¢ 0.049¢ 0.140¢ 0.147¢
Weighted average number of shares
outstanding 29,29710€ 29,297,76  29,297437 29,297,76

See accompanying notes
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Supremex Inc.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE (LOSS) INC OME

Three-month periods
ended June 30,

Six-month periods
ended June 30,

2012 2011 2012 2011
[Unaudited] $ $ $ $
Net earnings 1,401,865 1,452,469 4,117,486 4,324,764

Other comprehensive loss
Recognized actuarial (loss) gain on defined benefit
pension plans, net of income tax recovery of
$1,332,313 and of $1,402,758 [2011 — expense of
$621,052 and $4,923] (3,741,587) 1,801,148
Recognized actuarial loss on other post-retirement
benefit, net of income tax recovery of $93 and

(3,945,142) 14,277

$2,638 [2011 — recovery of $2,385] 93 (6,915) (7,262) —
Foreign currency translation adjustments 9,235 (1,719) 1,451 (7,236)
Other comprehensive (loss) income (3,732,259) 1,792,514 (3,950,953) 7,041

Total comprehensive (loss) income (2,330,394)3,244,983

166,533 4,331,805

See accompanying notes
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Supremex Inc.

[Unaudited]

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
For the six-month periods ended June 30

Share capital

Fund units Contributed surplus

Foreign currency

[notes 1 & 9] [notes 1 & 9] [note 1] Deficit translation reserve Total equity
$ $ $ $ $ $

As at December 31, 2011 10,000,00 — 280,423,74  (225,680,31: (76,161  64,667,27
Net earning — — — 4,117,46 — 4,117,46
Other comprehensive Ic — — — (3,952,404 1,451 (3,950,953
Total comprehensivincome — — — 165,08: 1,457 166,53
Dividends declare[note7] — — — (1,757,86)) — (1,757,861
Shares repurchased ¢

cancelled fiote 9 (1,707) — (6,343) — — (8,050)
As at June 30, 2012 9,998,293 — 280,417,403  (223,297) (74,710) 63,067,889
As atDecembe 31, 2010 — 282,798,32 7,625,42.  (219,511,31¢ (83,679  70,828,75
Net earning — — — 4,324,76. — 4,324,76.
Other comprehensive Ic — — — 14,27" (7,23¢6) 7,041
Total comprehensive incot — — — 4,339,04 (7,23¢) 4,331,80!
Conversion into icorporatiol 282,798,32 (282,798,32: — — — —
Reduction of stated capi (272,798,32: — 272,798,32 — — —
Dividends declare — — — (1,757,86)) — (1,757,861
As at June 30, 2011 10,000,00 — 280,423,74  (216,930,13) (90,91  73,402,69

See accompanying notes
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Supremex Inc.

CONSOLIDATED STATEMENTS OF CASH FLOW

Three-month periods
ended June 3(

Six-month periods
ended June 3(

2012 2011 2012 2011
[Unaudited] Notes $ $ $ $
OPERATING ACTIVITIES
Net earnings 1,401,865 1,452,469 4,117,486 4,324,764
Non-cash adjustment to reconcile net earnings to
net cash flows
Amortization of property, plant and equipment 847,401 1,188,812 1,692,727 2,350,998
Amortization of intangible assets 1,540,975 1,540,975 3,081,950 3,081,950
Amortization of deferred financing co 6 59,66¢ 211,50 115,83t 423,00!
Loss on disposal of property, plant and equipmemd 11,329 227,005 20,798 253,186
Loss (gain) on valuation of derivative financial
instrument 6 195,82 606,09 (257,801 665,06:
Deferred income tarecoven (198,716) (427,878 (252,841) (395,059
Working capital adjustments
Variation in accounts receival 1,965,09 46,60¢ 3,098,21. (1,073,69¢
Variation in inventorie (370,599 (482,557 (400,915  (1,747,52€
Variation in prepaid expenses (12,694) (90,285) (407,763) (819,509)
Variation in accounts payable and accrued
liabilities 1,321,93 (498,304 (3,023,551 (3,403,964
Variation in provisions (14,788) (110,928) (214,017) (415,086)
Variation in income tax payable (4,054,468) 690,420 (3,234,810) 935,794
Change in accrued pension benefit liability (752,700) (797,600) (1,333,000) (1,595,700)
Change in other pc-retirement benefit obligatic (12,100) (11,600 (23,800) (23,300
Net cash flows from operating activities 1,928,067 3,544,732 2,978,515 2,560,915
INVESTING ACTIVITIES
Acquisition of property, plant and equipm 4 (838,227 (902,312 (1,212,311 (1,958,74¢€
Proceeds from sale of property, plant and
equipment 4 8,839 114,127 18,839 146,689
Proceeds from sale of assets held for sale — 58,068 — 5,606,068
Net cash flows (used in) from investing activities (829,388) (730,117) (1,193,472) 3,794,011
FINANCING ACTIVITIES
Proceedfrom revolving credit facilit 1,000,00 6,868,89 1,500,001 5,327,62
Repayment of term credit facility (1,250,000) (8,790,489) (2,500,000) (10,665,489)
Dividends paid 7 (878,933) (878,933) (1,757,866) (878,933)
Financing cost incurred (26,940) — (50,891) —
Purchase of share capital for cancelle 9 (8,050 — (8,050 —
Distributions paid on Fund units — — — (292,978)
Net cash flows used in financing activitie (1,163,923 (2,800,525 (2,816,807 (6,509,773
Net change in cas (65,244 14,09( 1,031,76. (154,847
Net foreign exchange difference (11,346) 4,396 1,170 24,459
Cash, beginning of period 1,652,328 — 2,606,332 148,874
Cash, ending of perio 1,575,73 18,48¢ 1,575,73 18,48¢
Supplemental information @
Interest paid 680,069 805,861 1,316,052 1,826,892
Interest received 983 894 2,675 4,377
Income taxes paid 4,636,451 240,424 4,910,715 1,084,654
Income taxes receiv 96 — 96 —

@ Amounts paid and received for interest and fooine taxes were reflected as cash flows from opeyattivities in the

consolidated statements of cash flows.

See accompanying notes



Supremex Inc
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCI AL STATEMENTS
June 30, 2012 and 2011 [Unaudited]

1. CORPORATE INFORMATION AND BASIS OF PREPARATION

Supremex Inc. (the “Company” or “Supremex”) wasoiporated on March 31, 2006 under the
Canadian Business Corporation Ad¢thhe common shares (“common share”) of the Compaay
listed on the Toronto Stock Exchange (“TSX") untlee symbol SXP. The registered office is
located at 7213 Cordner Street in LaSalle, Quebbe. Company is the successor to Supremex
Income Fund (the “Fund”) following the completiori e conversion of the Fund from an
income trust to a corporation, on January 1, 2@4 ‘[Effective Date”).

On May 7, 2010, the unitholders of the Fund appdowhe plan of arrangement (the

“Arrangement”) pursuant to which the Fund convefftedn an income trust structure to a public
corporation hamed Supremex Inc. The final ordehefSuperior Court of Québec with respect to
the Arrangement was obtained on May 10, 2010.

Under the Arrangement, unitholders of the Fundiveck for each unit of the Fund held, one
common share of Supremex.

The Arrangement has been accounted for as a camgtofunterests of the Fund since Supremex
continues to operate the business of the Fund @ tare no ownership changes. Under the
continuity of interests method of accounting, ttamsfer of the assets, liabilities and equity &f th
Fund to Supremex is recorded at the net book \aduat the Effective Date of transaction. As a
result, for accounting purposes, the transactioredglired to be accounted for as though the
Company was a continuation of the Fund but withcagpital reflecting the exchange of Fund
units for Supremex common shares. Therefore, ceterims such as shareholder/unitholder,
dividend/distribution and share/unit may be usddrohangeably throughout these consolidated
financial statements. For the periods reported awphé Effective Date of the conversion, all
payments to unitholders were in the form of fundt ufistributions, and after that date all
payments to shareholders were in the form of divilde

Any references to the Fund for periods after JantiaR011, shall mean Supremex Inc. as a
successor of the Fund. References to “Companyar&sh“dividends” and “shareholders” means

“fund”, “unit”, “distributions” and “unitholders” ér transactions that occurred before the
conversion of the Fund into a corporation.

Pursuant to the Arrangement, the stated capitahiBscommon shares was reduced to an amount
of $10 million as of the Effective Date.

The business of Supremex follows seasonal patisithsthe highest revenue occurring from

August to February due to seasonal advertisingraailing patters of its customers since the
highest number of mailings related to events indgdhe return to school, fund-raising and the
holiday and tax seasons take place during thatogers a result, revenue and financial

performance for the three and six-month periodsedndune 30, 2012 are not necessarily
indicative of the revenue and performance that beagxpected for a full year.

19



Supremex Inc
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCI AL STATEMENTS
June 30, 2012 and 2011 [Unaudited]

1. CORPORATE INFORMATION AND BASIS OF PREPARATION [Con t'd]

These unaudited interim condensed consolidatechdinh statements were approved by the
Company’s Board of Directors on July 31, 2012 aadehnot been audited or reviewed by the
Company’s auditors. The unaudited interim condemrsetsolidated financial statements include
the accounts of the Company and its subsidiaribey have been prepared by management in
accordance with IAS 34|nterim Financial Reporting Therefore, certain information and
disclosures have been omitted or condensed. Tlwuatieg principles are consistent with those
set out in the Company’'s audited consolidated firdnstatements for the year ended
December 31, 2011, prepared in accordance withrniational Financial Reporting Standards
(“IFRS"), as issued by the International AccountiStandards Board (“IASB”). Accordingly,
these unaudited interim condensed consolidateddiahstatements and the notes thereto should
be read in conjunction with the audited consoliddteancial statements of the Company for the
year ended December 31, 2011.

2. RECENT ACCOUNTING PRONOUNCEMENTS

Certain new standards, interpretations, amendnagtsmprovements to existing standards were
issued by the International Accounting Standardsr8q“IASB”) or International Financial
Reporting Interpretations Committee (“IFRIC”) thate mandatory for accounting periods
beginning after January 1, 2013 or later periodie Jtandards impacted that are applicable to the
Company are as follows:

* |FRS 9,Financial Instruments
In October 2010, the IASB issued IFRSFInhancial Instrumentg“IFRS 97). IFRS 9,
which replaces IAS 39,Financial Instruments: Recognition and Measurement
establishes principles for the financial reportiof financial assets and financial
liabilities that will present relevant and usefuifarmation to users of financial
statements for their assessment of the amount@diand uncertainty of an entity’s
future cash flows.

* |IFRS 1Q Consolidated Financial Statements
In May 2011, the IASB issued IFRS X0onsolidated Financial Statemer{t#~RS 10").
IFRS 10, which replaces SIC-12pnsolidation — Special Purpose Entitiasd part of
IAS 27, Consolidated and Separate Financial Statemeptsvides additional guidance
regarding the concept of control as the determifactpr in whether an entity should be
included within the consolidated financial statetsenf the parent company.

* |FRS 12 Disclosure of Interests in Other Entities
In May 2011, the IASB issued IFRS 1BDjsclosure of Interests in Other Entities
(“IFRS 12"). IFRS 12 is a new and comprehensivaddad on disclosure requirements
for all forms of interests in other entities, indlng joint arrangements, associates,
special purpose vehicles and other off balancet sieddcles.

* |FRS 13 Fair Value Measurement
In May 2011, the IASB issued IFRS IRBair Value MeasuremerftIFRS 13"). IFRS 13
will improve consistency and reduce complexity bgviding a precise definition of fair
value and a single source of fair value measurerhtdisclosure requirements for use
across IFRS.
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Supremex Inc

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCI AL STATEMENTS
June 30, 2012 and 2011 [Unaudited]
2. RECENT ACCOUNTING PRONOUNCEMENTS [Cont'd]

* ]AS 1, Financial Statement Presentation
In June 2011, the IASB issued amendments to IAErigncial Statement Presentation
(“IAS 1"). This amendment to IAS 1 will improve theresentation of the components of
other comprehensive income.

* IAS 19,Employee Benefits
In June 2011, the IASB issued amendments to IAEDployee BenefitE'|AS 19”).
This amendment to IAS 19 will improve the recogmitiand disclosure requirements for
defined benefits plans.

These new standards are effective for the Compantésim and annual consolidated financial
statements commencing January 1, 2013. Howev@eaember 2011, the IASB has postponed
the mandatory application of IFRS Binancial Instrumentso January 1, 2015. The Company is
assessing the impact of these new standards corigolidated financial statements.

3. INVENTORIES

June 30, December 31,

2012 2011

$ $

Raw material 3,367,50: 3,060,48!
Work in progres 257,687 227,18
Finished gooc 9,878,919 9,815,51!

13,504,107 13,103,19

The cost of inventories recognized as an expendenafuded in operating expenses, including
the related amortization of property, plant andigaent allocated to inventories, during the
three and six-month periods ended June 30,2012 $#8110,151 and $48,510,372
[2011 - $24,152,980 and $51,102,440].

4. PROPERTY, PLANT AND EQUIPMENT

During the three and six-month periods ended JOn2@®Ll2, the Company acquired property,
plant and equipment with a cost of $838,227 and$®nf212,311 [2011 — $902,312 and
$1,958,746, respectively].

Assets (other than those classified as assetddretdle) with a net book value of $20,168 and of
$39,637 were disposed of by the Company during ttiiee and six-month periods ended
June 30, 2012 [2011 - $294,000 and $332,743, raeplt, resulting in a net loss on disposal of
$11,329 and $20,798 [2011 — $179,873 and $186r@5@ectively].

Assets held for sale with a net book value of $208,and $5,673,200 were disposed by the
Company during the three and six-month periods @éddee 30, 2011, resulting in a net loss on
disposal of $47,132 and of $67,132.

Assets held for sale with a net book value of $32,8/ere reclassed as property, plant and
equipment during the three and six-month periodeddune 30, 2011.
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Supremex Inc
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCI AL STATEMENTS
June 30, 2012 and 2011 [Unaudited]

5. PROVISIONS

In connection with the acquisitions of NPG Envel@f¢PG”) in 2007, Montreal Envelope Inc.
(“Montreal”) in 2008 and Pioneer Envelopes Ltd.i@feer”) in 2010, the Company adopted a
plan for the integration and restructuring of tlgared businesses. As a result, the Company
recognized a provision for severance, relocatiah exit costs relating to certain employees and
facilities of the acquired businesses. As at JUh&312 and December 31, 2011 the amount of
the remaining accrued restructuring provision w&s4 $nillion. This amount is related to
deferred severance for employees on long-term ilityadnd is payable on demand.

The Company incurred additional expenses durind 20the form of severances and other costs
as a result of the restructuring to the Toronto liothtreal operations. The remaining balance, as
at December 31, 2011, of $0.2 million of these esps was paid during the first quarter of

2012.

The following is a summary of amounts accrued aaid pelating to restructuring expenses.

June 30, December 31,

2012 2011

$ $
Balance, beginning of peri 656,56 931,29
Restructuring expenses charged against eal — 1,089,40.
Cash paymen (214,017) (1,364,131
Balance, end of period 442 550 656,56°

6. SECURED CREDIT FACILITIES
Amounts owed under revolving and term credit ftiesi are as follows:

June 30, December 31

201z 2011

$ $

Revolving credit facility 6,500,000 5,000,000
Term credit facilit' 47,500,000 50,000,00

Less: deferred financing costs, (758,119) (823,066
53,241,88 54,176,93

Current portiol (5,000,00C (5,000,00C
Long-term portion of secured credit facilit 48,241,881 49,176,93
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Supremex Inc
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCI AL STATEMENTS
June 30, 2012 and 2011 [Unaudited]
6. SECURED CREDIT FACILITIES [Cont'd]
Under the terms of the secured credit facilitibe, Company is required, among other conditions,
to meet certain covenants. The Company was in dangd with these covenants as at
June 30, 2012. The secured credit facilities atlatepalized by hypothec and security interests

covering all present and future assets of the Compad its subsidiaries.

Minimum required payments on secured credit faediare as follows:

$
2017 2,500,001
201: 5,000,00t
201¢ 5,000,00t
201¢ 41,500,00

As at June 30, 2012, the interest rate on the vangland term credit facilities was 3.56%

(3.53% as at December 31, 2011). On January 14,, 268 Company entered into an interest
rate swap agreement for an amount of $30 millica fated rate of 2.84% until January 14, 2016,
excluding the applicable margin.

Financing charges are as follows:

Three-month Six-month
periods ended periods ended
June 30, June 30,
2012 2011 2012 2011
$ $ $ $
Interest on secured credit facilities 670,311 822,777 1,325,294 1,720,352
Other interes 5,576 3,270 9,664 4,261
Amortization of deferred financing co 59,66 211,50 115,83t 423,00!
Loss(gain) onvaluation of derivative financial instrum:
(interest rate swa 195,827 606,091 (257,801) 665,061

931,37¢ 1,643,64 1,19299 2,812,67
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Supremex Inc

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCI AL STATEMENTS
June 30, 2012 and 2011 [Unaudited]
7. DIVIDENDS

Dividends declared from January 1, 2012 to Jun@0D2 were as follows:

Per share Dividend
Declaration date Record date Payment date $ $
February 15, 20! February 29, 201  March 15, 201 0.0z 878,93:
May 7, 201. May 31, 201 June 15, 201 0.0z 878,93:
Total 1,757,866

8. EMPLOYEE DEFINED BENEFIT PLANS

The Company’s total benefit cost for the pensicanglwas $646,800 and $1,561,900 for the
three and six-month periods ended June 30, 201121[28488,100 and $1,095,000].

9. SHARE CAPITAL

The change in share capital and fund units waelks\s:

Supremex Income Funt Supremex Inc
Number of
Number Fund common Share
of units units shares capital
$ $
Balance, as of December 31, 2 29,297,76 282,798,32 — —
Conversion into a corporatic
[note 1] (29,297,767) (282,798,322) 29,297,767 10,000,000
Balance, as of Decemb31, 201: — —  29,297,76 10,000,00
Purchase of share capital-
cancellation — — (5,000) (1,707)
Balance, as of June 30, 20 — — 29,292,76 9,998,29:

On January 1, 2011, all the outstanding units efRbind were exchanged for common shares of
Supremex on a one-for-one basis [see note 1].

Pursuant to the normal course issuer bid, whiclkabem December 5, 2011, the Company could
purchase for cancellation up to 1,500,000 commamreshuntil December 4, 2012. During the
three and six-month periods ended June 30, 20&Z;tmpany purchased for cancellation 5,000
common shares at a price of $1.61 per common shaee.excess of the cost of the common
shares over their average book value was accofmted a reduction of contributed surplus.

On June 27, 2012, the Company has established tmmaitic securities purchase plan (the
“Plan”) for its common shares. The Plan was esthbll to provide standard instructions
regarding how the Company’s common shares are fuutiEhased under the Company’s normal
course issuer bid for the common shares announoeDezember 1, 2011. Accordingly, the
Company may purchase its common shares in accardaith the Plan on any trading day
during the normal course issuer bid, including mlgiself-imposed trading blackout periods. The
Plan is effective July 3, 2012 and will terminatacurrently with the issuer bid on December 4,
2012.
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Supremex Inc

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCI AL STATEMENTS

June 30, 2012 and 2011 [Unaudited]

10.

11.

SEGMENTED INFORMATION

The Company currently operates in one reportingnesd. the manufacturing and sale of
envelopes. The Company’s non-current assets anwutate$127,351,584 in Canada and
$925,521 in the United States as at June 30, 2RlI30[876,557 and $1,002,270, respectively, as
at December 31, 2011]. The Company’s revenue araduiat $29,111,313 and $61,544,931 in
Canada and $2,719,999 and $5,890,122 in the USiizts for the three and six-month periods
ended June 30, 2012 based on customer locatiod [2$31,072,515 and $67,260,771 in Canada
and $2,995,699 and $5,908,030 in the United Stegepgectively].

SUBSEQUENT EVENTS

On July 1, 2012, the Company converted, for fuseice, its defined benefit pension plans into
defined contributions plans, for substantiallyaillits employees.

On July 31, 2012, the Board of Directors has dedar quarterly dividend of $0.03 per common

share, payable on September 17, 2012 to sharebotderecord at the close of business on
August 31, 2012.
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