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® A PACIFIC INSIGHT

BALANCE SHEET

Assets

Current assets

Cash $ 1,750,630 $ 3,267,723

Accounts receivable 4,735,631 2,303,457

Inventories [note 2] 5,324,566 3,527,954

Prepaid expenses and deposits 116,099 36,561

Forward currency contracts [note 6] = 113,190

Income tax receivable 39,615 656,000
11,966,541 9,904,885

Property, plant, and equipment [note 3] 6,981,314 6,776,081

Product development costgnote 4] 1,374,437 1,210,163

$ 20,322,292 $ 17,891,129

Liabilities and Shareholders’ equity

Current liabilities

Accounts payable and accrued liabilities $ 3,345,465 $ 1,579,777
3,345,465 1,579,777

Future income taxes 865,537 827,000

Long term debt [note 8] 293,177 -
4,504,179 2,406,777

Shareholders’ equity

Share capital [note 7] 6,154,536 6,154,536
Contributed surplus [note 7] 419,199 299,821
Retained earnings 9,244,378 9,029,995

15,818,113 15,484,352

$ 20,322,292 $ 17,891,129

The accompanying notes are an integral part oetheaudited interim financial statements.

Approved on behalf of the Board of Directors:

“J. Cowan McKinney” “Stuart D. Ross”
J. Cowan McKinney Stuart D. Ross
Chairman of the Board Director

Pacific Insight Electronics Corp. | 3



PACIFIC INSIGHT

STATEMENT OF OPERATIONS AND RETAINED EARNINGS

Three months ended

Nine months ended

March 31 March 31
2010 2009 2010 2009

Sales $ 8,018794 $ 4567642$% 21,075,274% 19,316,889
Cost of sales 5,975,525 3,830,597 16,317,793 14,715,645
Gross profit 2,043,269 737,045 4,757,481 4,601,244
Expenses
Selling, general, and administrative 1,037,378 1,256,607 3,232,701 3,898,101
Amortization of plant and equipment 317,832 311,492 911,673 890,756
Amortization of product development costs 73,726 145,331 191,388 501,405

1,428,936 1,713,430 4,335,762 5,290,262
Operating earnings (loss) 614,333 (976,385) 421,719 (689,018)
Other income/(expense) (43,015) (1,353) (38,105) 14,513
Earnings (loss) before income taxes 571,318 (977,738) 383,614 (674,505)
Income tax expense (recovery) 247,231 (310,000) 169,231 (208,000)
Net earnings (loss) 324,087 (667,738) 214,383 (466,505)
Retained earnings, beginning of period 8,920,291 9,791,538 9,029,995 9,590,305
Retained earnings, end of period $ 9244378 $ 9123800 $ 9244378 $ 9,123,800
Net earnings (loss) per common share
Basic $ 0.05 $ (011) $ 0.03 $ (0.08)
Diluted $ 0.05 $ (011) $ 0.03 $ (0.08)
Weighted average number of common shares
Basic 5,937,417 5,937,417 5,937,417 5917,325
Diluted 5,944,141 5,937,417 5,937,417 5,917,325

The accompanying notes are an integral part okbtheaudited interim financial statements.
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® A PACIFIC INSIGHT

STATEMENTS OF CASH FLOWS

OPERATING ACTIVITIES

Three months ended

March 31

2010

2009

Nine months ended
March 31

2010

2009

Net earnings (loss) 324,087% (667,738) $ 214383 % (466,505)
Items not involving cash:
Amortization of plant and equipment 317,832 311,492 911,673 890,756
Amortization of product development costs 73,726 145,331 191,388 501,405
Stock-based compensation expense 119,378 - 119,378 39,333
Future income taxes 2,537 35,000 38,537 41,000
837,560 (175,915) 1,475,359 1,005,989
Net changes in non-cash working capital balancdeset
to operations [note 10] (218,308) 214,838 (1,813,061) 266,104
Cash flows provided (used in) by operating activies 619,252 38,923 (337,702) 1,272,093
FINANCING ACTIVITIES
Issuance of share capital - - - 58,000
Repurchase of share capital = - = (25,305)
Long-term debt [note 8] 293,177 - 293,177 -
Cash provided by financing activities 293,177 - 293,177 32,695
INVESTING ACTIVITIES
Property, plant, and equipment additions (279,884) (374877) (1,160,157) (1,132,978)
Reduction in assets from long-term debt [note 8] 43,251 - 43,251 -
Deferred product development cost additions (131,231) (255,823) (470,179) (680,125)
Reduction in assets from investment tax credit 199 114,517 - 114,517 -
Cash flows used in investing activities (253,347) (630,700) (1,472,568) (1,813,103)
Change in cash 659,082 (591,777) (1,517,093) (508,315)
Cash, beginning of period 1,091,548 2,134,493 3,267,723 2,051,031
Cash, end of period 1,750,630 % 1,542,716$ 1,750,630% 1,542,716

The accompanying notes are an integral part oetheaudited interim financial statements.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS
March 31, 2010

SIGNIFICANT ACCOUNTING POLICIES

a.

Description of business- Pacific Insight Electronics Corp. (the “Compahig’ an electronic solutions provider for the
transportation industries. The Company sells itsdpcts and services to original equipment manufactuand
distributors in the United States and Canada. Téragany has manufacturing operations in Canada amddel.

Accounting policies — Management prepared these interim consolidatehdial statements in accordance with
Canadian Generally Accepted Accounting Principl&sAAP”) using the same accounting policies and rodth of
their application as the most recent annual codatgd financial statements, except as noted beltwse interim
consolidated financial statements do not include tila¢ information and footnotes as required in #renual
consolidated financial statements and as such ghmeilread in conjunction with the company's mosemée audited
annual consolidated financial statements. Thesriintconsolidated financial statements and thestiereto have
not been reviewed by the company’s external ausliporrsuant to a review engagement applying revtandsirds set
out in the Canadian Institute of Chartered Accont#td'CICA”) Handbook.

Going concern— The management of Pacific Insight ElectronicspChas assessed and is confident in the ability of
the Company to continue as a going concern.

Reclassifications— Certain amounts have been re-classified to eonfo the current period’s presentation.
New accounting pronouncements
International Financial Reporting Standgt&RkS)

In 2006, the Canadian Accounting Standards Boafd$B") published a new strategic plan that will réfgcantly
affect financial reporting requirements for Canadi@mpanies. The AcSB strategic plan outlinesctivevergence of
Canadian GAAP with IFRS over an expected five yemrsitional period. In February 2008, the AcSB@mced that
2011 is the changeover date for publicly-listed pamies to use IFRS, replacing Canada’s own GAARe date is for
interim and annual financial statements relatinfistcal years beginning on or after January 1, 2011

The transition date of the Company will be Juh2@11 and will require the restatement for compeaeagiurposes of
amounts reported for the year ended June 30, 2Th&. Company is completing an analysis to iderdifferences in
reporting standards and assess the impacts ofiadop&n implementation strategy is under developtrte ensure
compliance with these reporting requirements.

Business Combinations

In January 2009, the CICA issued Handbook Secti®®&2, Business Combinations, 1601, Consolidatedri€ial
Statements and 1602, Non-Controlling Interests Whéplace CICA Handbook Sections 1581, Businesshitations
and 1600, Consolidated Financial Statements. @edb82 establishes standards for the accountindgdsiness
combinations that is equivalent to the businesshioation accounting standard under IFRS. Sect@®lltogether
with Section 1602 establishes standards for thpgpegion of consolidated financial statements. s€hgections are
applicable for the Company’s interim and annualsotidated financial statements for fiscal yearsit@igg on or after
January 1, 2011. Early adoption of these Seci®psrmitted and all three Sections must be adoptedurrently.

INVENTORIES

March 31, 2010 June 30, 2009

Raw materials and work in process $ 4570,356 $ 3,058,650
Finished products 754,210 469,304
$ 5,324,566 $ 3,527,954
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PROPERTY, PLANT, AND EQUIPMENT

Accumulated

Cost R Net Book Value
Amortization
March 31, 2010
Property $ 440,83 $ — $ 440,831
Plant 3,765,879 864,870 2,901,009
Equipment 11,063,187 7,423,713 3,639,474
$ 15,269,89° $ 8,288,58. $ 6,981,314
June 30, 2009
Property $ 40,831 $ — % 440,831
Plant 3,765,879 801,378 2,964,501
Equipment 9,986,279 6,615,530 3,370,749
$ 14,192,989 $ 7,418,90% 6,776,081
PRODUCT DEVELOPMENT COSTS
Balance, beginning of period $ 1,210,163 $ 1,007,765
Additions 470,179 974,533
Investment tax credit (114,517) (84,876)
Amortization (191,388) (687,259)
Balance, end of period $ 1,374,437 $ 1,210,163

CREDIT FACILITIES

The Company has two main credit facilities in place
a) an operating line of credit facility for up to $85@000
b) a property, plant, and equipment acquisition facftor up to $1,000,000

The facilities are secured by a General SecurityeAment on certain assets of the Company, andrestiig Company to
adhere to several covenants. As at March 31, 204 @ompany was in compliance with these covenants.

Il ~ORWARD CURRENCY CONTRACTS

The Company uses forward contracts as needed tagadaoreign exchange risk on US dollar fluctuatioAs March 31, 2010
the Company had no forward contracts. At June2809 the Company had $900,000USD in forward cotgraican average
exchange rate of 1.289, resulting in an unrealgagd of $113,190.
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SHARE CAPITAL

a) The authorized share capital of the Company isAEX)P00 common shares without par value.

Details of issued and outstanding wom shares are as follows:

March 31, 2010 June 30, 2009

Of Shares Amount Of Shares Amount

Balance, beginning of period 5,937,417 $ 6,154,536 6,043,517 $ 6,247,980
Exercise of options — — 40,000 , @@
Cancellation — — (146,100) (151434
Balance before treasury shares 5,937,417 6,154,536 5,937,417 6,154,536
Treasury shares, beginning of period — — (135,000) (18313
Repurchased — — (11,100) (285)
Cancelled — — 146,100 21185
Treasury shares end of period — — — —
Net balance, end of period 5,937,417 $ 6,154,536 5,937,417 $ 6,154,536

Weighted average number of common shares

Three months ended
March 31

2010

2009

Nine months ended
March 31

2010

2009

Basic 5,937,417 5,937,417 5,937,417 5,917,325
Effect of dilutive stock options 6,724 — — —
Diluted 5,944,141 5,937,417 5,937,417 5,917,325

For the nine months ending March 31, 2010 the ¢aticun of diluted earnings per share was not aéfédty options as the

average share price of $1.64 did not exceed theisreprice.

b) Stock options— The Company has a stock option plan (the Pl@ptions to purchase common shares of the Company
under the Plan may be granted by the Board of Rirecto certain executive officers, directors, emgpkes, and
consultants of the Company. Under the Plan, thecesee price of each option shall not be less thanweighted
average closing price of the Company’s sharesieffive trading days preceding the date of thetgrEme options can
be granted for a maximum term of ten years. Vggperiods are determined by the Board of Directors.

A summary of stock option activity is presentedobel

Nine months ended Year ended
March 31, 2010 June 30, 2009
Number of BUEE e Number of Weighted
Options Average Options Average
P Exercise Price P Exercise Price

Outstanding, beginning of period 211,550 $3.35 480,100 $2.60
Granted 315,000 $2.07 — —
Exercised — — (40,000) $1.45
Cancelled / Expired (2,000) $3.06 (228,550) $2.11
Outstanding, end of period 524,550 $2.58 211,550 $3.35
Currently exercisable 314,550 $2.92 211,550 $3.35
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The following table summarizes stock options outdtag as at March 31, 2010:

Options Outstanding
Expiry Date Exercise Price March 31, 2010

Sept. 24, 2011 2.32 89,550
Aug. 22, 2016 4.12 120,000
Feb. 23, 2020 2.07 315,000

524,550

The Black-Scholes option pricing model calculationthe options vested during the 9 months endettiMal, 2010

was based on the following underlying assumptions:
Nine Months Ended
March 31, 2010

Risk free interest rate 2.23%
Expected life of the options granted 5 years
Expected volatility 53.70%

Expected dividends —

During the year ended June 30, 2009, 20,000 stptikres vested, with a weighted average fair valiu#1097 per
option. Stock-based compensation of $39,333 wasgeld to administrative expenses with the offsetnded as
contributed surplus. During the 3 months endeddk&1, 2010 the Company granted 315,000 stock ptialued at
$652,050 with an issue price of $2.07 per optidi§,000 of these stock options vested during thetguaStock-
based compensation of $119,378 was charged to &lirative expenses with the offset recorded asritnried
surplus.

c) The contributed surplus schedule is as followsgatitributed surplus was generated from stock-basegpensation:

Balance, June 30, 2008 $260,488
Stock options exercised —

Stock-based compensation 39,333
Balance, June 30, 2009 $299,821
Stock options exercised —

Stock-based compensation 119,378
Balance, March 31, 2010 $419,199

Il LONG-TERM DEBT

Pacific Insight has been awarded funding undeCQtmunity Adjustment Fund (CAF) through Western faroic
Diversification. Pl has been approved for a tptaject cost of $2.8 million of which $1.6 milliasill be funded by Pacific
Insight and $1.2 million through the CAF (interésie loan, repayable beginning September 1, 2013,480 per month).
The funding will be used for our Focused ManufacmiProject, a company-wide initiative to improvamufacturing
efficiency using a combination of Lean principleslaapital investment.

During the nine months ended March 31, 2009, RakiBight received $353,114 in funding under theeament. The

Company recognized at fair value a long-term ligbof $293,177 (discounted at 7.34%), a reductibproperty, plant and
equipment of $43,251 and a reduction of expenditinghe amount of $16,686.
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IEll \NVESTMENT TAX CREDITS

During the quarter ended March 31, 2010 and yede@&dune 30, 2009 the Company received governmssistance in the
form of input tax credits. The tax credits were@mmted for as follows:

1. A portion of the tax credits were reflected asdution to product development costs net of accatedl
amortization of the cost of those assets. In fi2€dl0 that amount was $114,517 (June 30, 2009 ,838

2. The amortization in future periods is to be caltedaon the net amount.

3. A portion of the tax credits were reflected asduaion to property, plant and equipment. In fi@10 that
amount was $25,348 (June 30, 2009 - $0).

4. A portion of the tax credits were related to opiegexpenditures and were recorded as a reducfitreelling,
general and administrative expenses net of incamentfiscal 2010 of $221,803 (June 30, 2009 - $269).

5. The tax credits also included interest expenseiraedest income, for a net impact on income indis2010 of
($4,914), June 30, 2009 - $33,707.

SUPPLEMENTAL DISCLOSURE WITH RESPECT TO CASH FLOWS

Net changes in non-cash working capital Three months ended Nine months ended
balances related to operations March 31 March 31

2010 2009 2010 2009
Accounts receivable $ (120,789) $ 1,070,310 $ (2,432,174) $ 1,227,513
Inventories (507,349) 34,290 (1,796,612) (188,944)
Prepaid expenses and deposits 71,553 57,185 (79,538) (2,376)
Income taxes 624,385 (345,000) 616,385 (355,000)
Forward currency contracts (2,100) — 113,190 —
Accounts payable and accrued liabilities (284,008) (601,947) 1,765,688 (415,089)

$ (218,308) $ 214,838 $ (1,813,061) $ 266,104

During the nine months ended March 31, 2010 the fi2omwy paid no income tax or interest.
SIGNIFICANT CUSTOMERS

During the nine months ended March 31, 2010 sal¢ke four largest customers amounted to 15%, 14%%, and 8% of
total revenue. During the nine months ended Marth2®09 sales to the four largest customers amdunt®6%, 12%,
8%, and 7% of total revenue.

As at March 31, 2010 customers with the four largesounts receivable balances amounted to 14%, 12%, and 9% of
total accounts receivable; at June 30, 2009 thedigywere 23%, 10%, 8%, and 8%.

COMMITMENTS

The Company leases premises in Mexico for $16,78D lger month and in Novi, Michigan for $1,330 US&r pnonth.
At the March 31, 2010 exchange rate, the futurdmmim lease payments are as follows:

Location Lease Term March 31, 2010

Mexico June 30, 2014 $ 856,233
Michigan March 31, 2011 16,212
$ 872,445
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FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

Fair value estimates of financial instruments asglenat a specific point in time, based on releird@ntmation about
financial markets and specific financial instrungerms these estimates are subjective in naturejimg uncertainties and
matters of significant judgment, they cannot beedained with precision. Changes in assumptionssaamificantly affect
estimated fair values.

The carrying value of cash, accounts receivablé,atounts payable and accrued liabilities appratértheir fair value
because of the short-term nature of these instrtsnen

Financial risk factors
The Company’s risk exposures and the impact orfCtirapany’s financial instruments are summarizedvelo

Credit risk

Credit risk is the risk of loss associated with m@uparty’s inability to fulfill its payment oblig®mns. The Company’s
credit risk is primarily attributable to cash amtteivables. Management manages cash default ridkedding with only
large financial institutions with good credit rag;iand manages receivable credit risk through atanctedit and
reference checks.

Liquidity risk

The Company’s approach to managing liquidity riska ensure that it will have sufficient liquidity meet liabilities
when due. As at March 31, 2010 the Company hadla lcalance of $1,750,630 to settle current liabgdibf
$3,345,465. At June 30, 2009 balances were $3/287and $1,579,777 respectively. All of the Conyswpurrent
financial liabilities have contractual maturitieless than 120 days and are subject to normaé trexans.

Market risk
Market risk is the risk of loss that may arise frohanges in market factors such as interest rime=gn exchange
rates, and commodity and equity prices.

(@) Interest rate risk
The Company has cash balances and negtteearing debt. The Company’s current practite isvest excess
cash in investment-grade securities and deposis\appropriate.

(b)  Foreign currency risk
The Company is exposed to foreign curraisiyon fluctuations related to cash, receivabiled accounts
payable and accrued liabilities that are denomihatéJS Dollars (USD). The Company’s current picis to
purchase forward contracts as needed to hedgeépatéd cash conversion needs. The effect on pedate pre-
tax earnings of a 1% change in the USD foreign argk rate, based on current operations and prouxgct
would be approximately $59,000.

(c) Price risk
The Company is exposed to price risk wétbpect to commodity and equity prices. Equitgerisk is defined
as the potential adverse impact on the Companyisregs due to movements in individual equity prioes
general movements in the level of the stock ma&emmaodity price risk is defined as the potentthlexrse
impact on earnings and economic value due to contynpdce movements and volatilities. The Company
closely monitors certain commodity prices, indivédlequity movements, and the stock market to déterthe
appropriate course of action to be taken.

CAPITAL DISCLOSURES

Management’s objective when it comes to managipigaas to safeguard the Company’s ability to ¢one as a going
concern so that it can provide adequate returnstHareholders and benefits for other stakeholders.

Management considers capital to be assets lesktigshb As at March 31, 2010 the Company had @dmif $15.82 million.
As at June 30, 2009 the Company had capital of4BL&illion.

The Company has no regulatory capital requiremérwever the bank has imposed certain covenamsrinection with
the loan facilities. As at March 31, 2010 the Compwas in compliance with these covenants.
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SEGMENTED INFORMATION

The Company operates in one business segment akenonic solutions provider to the commercialtoawtive, and
specialty vehicle markets in Canada and the UrStades. Geographic information related to sales illows:

Nine months ended March 31

2010 2009
Sales
Canada $ 3,837,00¢ 18% $ 4,050,922 21%
United States 17,238,268 82% 15,265,967 79%
Total sales $ 21,075,27¢ 100% $ 19,316,889 100%

Geographic information related to property, plamtg equipment is as follows:

March 31 June 30
2010 2009
Asset location
Canada $ 6,380,471 91% $ 6,213,281 92%
Mexico 600,837 9% 562,800 8%
Total Property, plant, and equipment $ 6,981,31¢ 100% $ 6,776,081 100%
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