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Broadview Press Inc. (TSX-V: BDP)–Q1 benefits from a stronger US$; FINAL REPORT

Sector/Industry: Publishing www.broadviewpress.com

Market Data (as of June 9, 2009)
Current Price C$0.035
Fair Value C$0.17
Rating* BUY
Risk* 3 (Average)
52 Week Range C$0.02 -C$0.09
Shares O/S 12,118,607
Market Cap C$0.42 million
Current Yield N/A
P/E N/A
P/B 0.27
YoY Return -61.1%
YoY TSX-V -57.8%

*see back of report for rating and risk definitions
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Q1-2009 Highlights
In their most recent Management Discussion and Analysis

(MD&A), the company stated that their “prospects seem 
brighter than was the case a year ago”. We concur with that
statement, and were pleased to see strong performance in
Q1-2009.

Q1-2009 was the best quarter since the saleof BDP’ssocial
science lists to the University of Toronto Press (UTP) in
May 2008, as revenues dropped only 6% YOY, versus a
29% YOY drop in the last nine months of FY2008.

The stronger US$ (with respect to the C$) was the primary
revenue driver in the quarter.

All margins improved YOY in Q1 as the company reported
significant improvements in gross margins (up from 47% to
53%), and reduced selling and administrative costs by
24%YOY.

Working capital and the current ratio at the end of Q1 were
$1.52 million and 2.04x, respectively. BDP’s market 
capitalization of $0.42 million suggests that the shares
continue to trade well below the company’s working
capital.

Key Financial Data (Fiscal Year-End December 31)
(C$) 2006 2007 2008 2009E 2010E
Total Revenue 4,088,845 4,339,134 3,203,104 3,151,947 3,419,862
EBITDA Margin 1.62% 4.7% -8.7% -4.4% 1.1%
EBIT to Interest 0.06 1.35 (5.49) (7.03) 0.47
Net Margin -1.1% -1.3% 0.0% -3.9% -0.2%
Net Income (46,555) (56,890) 257 (124,396) (5,995)
EPS (0.00) (0.00) 0.00 (0.01) (0.00)
Current Ratio 1.65 1.69 2.08 2.22 2.20
Debt to Capital 44.5% 40.4% 17.1% 14.0% 13.2%
ROE -3.0% -3.2% 0.0% -7.5% -0.4%
ROIC 0.2% 5.2% -14.8% -8.7% 0.4%

Broadview Press Inc. is an independent publisher focusing mainly on the academic textbook market. The company
publishes textbooks primarily on humanities (English and Philosophy).  The company’s revenues are derived almost 
equally from domestic (Canadian) sales and export sales (mainly to the United States).
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Positive
correlation
between
unemployment
and student
enrolments

Stronger US$
and lower
returns
positively
benefit
revenues

We had mentioned in our previous reports that we expect student enrolments to increase
with unemployment as students tend to stay longer, or return to educational institutions to
upgrade their skills. The economic downturn, and the significant increase in
unemployment in North America (as of April 2009, the unemployment rate in the US was
8.9%, and Canada was 8%) prompted us to take a deeper look into the relationship
between unemployment rates and student enrolments. We used data from 1992 to 2005 in
Canada to verify whether there was a significant correlation between the two. A correlation
study between the two indicated that there was actually a positive correlation of 0.4
between the percentage annual changes in unemployment and college + university
humanities enrolments (which is BDP’s primary focus area at this time). The chart below,
which shows the relationship between the two, suggests that enrolments have had a lagged
response to changing unemployment rates in some periods.

Percentage Annual Changes in Unemployment
Vs

Humanities Enrolments in Canada
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The above study reinforces our opinion that there could be a positive correlation between
unemployment and enrolment rates. Therefore, we expect the current environment to
positively benefit humanities publishers like BDP.

We now take a look at the company’s Q1 results. 

BDP reported net sales of $0.50 million in Q1-2009. The following table shows Q1
revenues in the comparable periods in previous years. Note that Q1-2009 revenues are not
comparable to revenues in the previous years as BDP sold their social science lists to the
UTP in May 2008.
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Net Sales Q1 - 2006 % of Total Q1 - 2007 % of Total Q1 - 2008 % of Total Q1 - 2009 % of Total

Canada $40,189 10.7% $15,016 2.6% ($54,889) -10.2% $23,287 4.6%
US $280,388 74.8% $503,768 87.5% $512,736 95.3% $424,902 84.2%
Other $54,418 14.5% $56,837 9.9% $80,151 14.9% $56,366 11.2%
Total 374,995 100.0% 575,621 100.0% 537,998 100.0% 504,555 100.0%

We believe Q1-2009 was the best quarter since the transaction with the UTP, as revenues
dropped only 6%YOY, while revenues in the last nine months of FY2008 had dropped by
29%YOY. Also, actual net sales in Q1-2009 (shown in the table below) dropped only
2.5%YOY. This is encouraging considering that the company had sold 34% of its total
sales to the UTP.

YOY Growth
Sales Growth Q1 -06 Q1-07 Q1-08 Q1-2009 Q1-2009
Gross Sales $674,095 $862,169 $867,742 732,424 -15.6%
Actual Returns $341,991 $344,191 $414,358 290,545 -29.9%
Net Sales $332,104 $517,978 $453,384 441,879 -2.5%

% Returns 50.7% 39.9% 47.8% 39.7%

Another positive for the company in the quarter was the significant drop in returns from
48% to 40% of sales.

The stronger US$ (with respect to the C$) was the primary revenue driver in the quarter, as
it strengthened 25% YOY (from 1.01 to 1.26). Although the US$ has weakened
significantly since the end of Q1, to its current rate of 1.10, we expect it to stay above the
low levels seen in the first nine months of 2008 (the average rate in the first nine months of
2008 was 1.03) and positively benefit BDP in 2009. The following chart shows the
C$/US$ forecasts.
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We had mentioned in our previous reports that we expect a stronger US$, and lower
returns as a percentage of gross sales, to positively benefit the company in 2009.
Therefore, it was pleasing to see both factors come into play in Q1. Although Q1
revenues were inline with expectations, the significant weakening of the US$ since the
end of Q1 led us to revise downward our revenue forecasts for FY2009, and FY2010,
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All margins
improved

EPS Estimates

Maintains a
sound balance
sheet

Valuation

end of Q1 led us to revise downward our revenue forecasts for FY2009, and FY2010,
from $3.27 million, and $3.51 million, to $3.15 million and $3.42 million, respectively.

All margins improved YOY as the company reported significant improvements in gross
margins (up from 47% to 53%), and reduced selling and administrative costs by 24%YOY.
The following table shows margin comparisons.

Margins Q1 Q1 Q1 Q1
2006 2007 2008 2009

Gross 54.3% 49.4% 47.0% 53.2%
EBITDA -97.2% -55.0% -84.2% -55.2%
Operating (EBIT) -100.2% -57.2% -86.0% -56.3%
Pre-tax -104.4% -63.3% -84.9% -54.9%
Net -62.7% -40.5% -56.4% -37.3%

Selling & Admin to Sales 165% 111% 139% 113%
Interest coverage ratio -31.24 -14.11 -22.74 -29.7

Although we were expecting these improvements, selling and administrative expenses
turned out to be higher than our forecasts, and as a result, we have slightly raised our
forecasts for FY2009, and FY2010.

The company reported EBITDA of ($0.28 million) in Q1-2009, versus ($0.45 million) in
Q1-2008. BDP reported a net loss of $0.19 million (EPS: -$0.02) in the quarter, versus
$0.30 million (EPS: $0.03) in Q1-2008.

Increased cost and lower revenue forecasts resulted in lower EPS forecasts for FY2009 and
FY2010. Our revised forecasts are a net loss of $0.12 million (EPS: -$0.01) in FY2009,
and $0.01 million (EPS: -$0.00) in FY2010. Our previous forecasts were net profits of
$0.03 million and $0.11 million, respectively.

The company generated $0.17 million from operations (net of capital expenditures) in Q1-
2009. At the end of Q1-2009, the company had $0.20 million in cash, up from $0.06
million at the end of FY2008. Working capital and the current ratio were $1.52 million and
2.04x, respectively.

2005 2006 2007 2008 Q1-2009 (3 mo)
Cash $24,281 $2,174 $105,742 $57,319 $201,554
Current Ratio 1.96 1.65 1.69 2.08 2.04
Working Capital $1,586,747 $1,473,985 $1,636,358 $1,707,830 $1,515,132
Debt to Capital 31.1% 44.5% 40.4% 17.1% 17.8%
Interest Coverage 3.6 0.1 1.4 (5.5) (29.7)

The company continues to be in a good cash position and we believe that they will not
need to pursue any additional debt or equity financings for at least 18 months.

Our revised DCF valuation dropped slightly from $0.23 to $0.22 per share as we lowered
our short-term EPS forecasts.
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Ratings

Risks

DCF Analysis
2009E 2010E 2011E 2012E 2013E 2014E Terminal

Funds From Operations 95,784 27,785 67,278 73,877 233,559 424,416 466,887
Investment in Working Capital (141,002) (29,063) (28,760) (28,398) (27,973) (27,481) (26,917)
Cash From Operations (45,218) (1,278) 38,518 45,479 205,585 396,934 439,970
Capital Expenditures (29,448) (30,000) (30,000) (30,000) (30,000) (30,000) (30,000)
Free Cash Flow to Equity (74,666) (31,278) 8,518 15,479 175,585 366,934 409,970
Present Value (68,812) (25,853) 6,314 10,291 104,697 196,227 2,579,305

Total PV $2,802,169
Cash - Debt (138,769)
Shares O/S 12,118,607

12%
DCF Value Per Share $0.22 3%

Discount Rate
Terminal Growth Rate

BDP continues to trade well below industry (Publishing) average valuation multiples as
shown in the table below.

Industry Avg BDP Fair Value
P/S 0.7 0.1 $0.14
P/E 13.6 -3.4
P/B 1.6 0.3 $0.16
Average $0.15
Source: Capital IQ, Yahoo Finance & FRC

Therefore, based on the Q1 results, and our revised valuation models, we reiterate
our BUY rating, and maintain our fair value estimate at $0.17 per share.

The following risks may cause our estimates to differ from actual results (not exhaustive):

Copyright Violation and Technological Changes — High growth in the secondary
trading of (used) textbooks and photocopying of textbooks may have an adverse effect on
future textbook sales growth. This is mitigated by changing textbook editions every few
years. Any growth in electronic books and “on-demand” publishing could also result in
adverse effects. BDP notes that it is monitoring new developments and feels confident in
its ability to compete electronically should the market move in that direction.

Exchange Rates - About 50% of the company’s sales are outside Canada. Therefore, the
company is exposed to a rising C$.

Seasonality and Debt Financing — The company’s sales are seasonal and it relies on 
bank financing to fund working capital at times. In addition, the company will invest a
large amount upfront in new titles without knowing what the market demand will be.

Thin Trading — BDP is thinly traded and investors may face liquidity issues when trying
to enter and exit positions.

We continue to rate the shares a Risk of 3 (Average).
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Appendix

Statement of Operations

2006 2007 2008 2009E 2010E
Revenues (Publications) 4,088,845 4,339,134 3,203,104 3,151,947 3,419,862
COGS 1,917,676 2,192,373 1,392,902 1,497,175 1,538,938
Gross Margin 2,171,169 2,146,761 1,810,202 1,654,772 1,880,924
Other 200,279 256,934 148,979 128,936 139,896
Gov't Grant 248,605 313,024 332,174 220,951 239,732

Selling Expenses & Admin 2,553,749 2,511,786 2,569,475 2,143,324 2,222,910
EBITDA 66,304 204,933 (278,120) (138,664) 37,641
Amortization 61,519 51,903 37,125 28,889 29,334
EBIT 4,785 153,030 (315,245) (167,554) 8,308
Interest 85,442 113,139 57,374 23,825 17,531
FX Loss & Other Losses (10,265) 98,940 (305,731) - -
EBT (70,392) (59,050) (66,888) (191,379) (9,223)
Current (18,805) (19,050) (69,145) (66,982) (3,228)
Deferred (5,032) 16,890 2,000 - -
Total Income Tax (23,837) (2,160) (67,145) (66,982) (3,228)
Net Income (46,555) (56,890) 257 (124,396) (5,995)
EPS (0.004) (0.005) 0.000 (0.010) (0.000)

(All figures in C$)
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Balance Sheets
(All figures in C$)

2006 2007 2008 2009E 2010E
Assets
Current
Cash 2,174 105,742 57,319 54,065 5,287
Accounts Receivable 1,327,736 1,682,857 1,311,828 1,290,877 1,323,148
Inventory 2,345,763 2,156,207 1,725,671 1,360,932 1,394,955
Prepaid Expenses & Tax Recoverable 68,341 74,428 201,247 157,597 161,537
Total Current Assets 3,744,014 4,019,234 3,296,065 2,863,471 2,884,928

Capital Assets 88,202 78,707 72,223 73,334 74,000
Tax Recovery 81,050 64,160 - - -
Intangibles 55,068 39,520 - - -
Total Assets 3,968,334 4,201,621 3,368,288 2,936,805 2,958,928

Liabilities
Current
Bank Debt + Current LT Debt 1,111,683 1,134,885 346,042 267,500 250,000
Accounts Payable 1,000,408 1,145,024 1,044,136 823,446 864,618
Income Taxes Payable - - - - -
Non-Refundable Deposit 157,938 102,967 198,057 198,057 198,057
Deferred Government Grant - - - - -
Total Current Liabilities 2,270,029 2,382,876 1,588,235 1,289,003 1,312,675

Long-Term Debt 138,651 59,500 17,500 - -
Deferred Tax
Total Liabilities 2,408,680 2,442,376 1,605,735 1,289,003 1,312,675

Equity
Share Capital 797,315 1,045,640 1,045,640 1,045,640 1,045,640
Surplus 18,973 27,129 30,180 39,825 44,271
Retained Earnings 743,366 686,476 686,733 562,337 556,342
Total Equity 1,559,654 1,759,245 1,762,553 1,647,802 1,646,253
Total Liabilities and Equity 3,968,334 4,201,621 3,368,288 2,936,805 2,958,928
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Statement of Cash Flows
(All figures in C$)

2006 2007 2008 2009E 2010E
Operating
Net Income (46,555) (56,890) 257 (124,396) (5,995)
Depreciation 61,519 51,903 37,125 28,889 29,334
Stock Compensation 4,704 8,156 3,051 9,645 4,446
Future Tax (5,032) 16,890 2,000 - -
Loss From Asset Sale & Other - (236,967) - -
Non-Cash Expenses 5,867 6,000
Inventoy Valuation Allowance 217,328 296,277 145,334
Funds From Operations 231,964 322,203 (43,200) (85,862) 27,785

Working Capital Investment
Accounts Receivable (101,630) (355,121) 521,029 20,951 (32,272)
Inventory (478,719) (106,723) (413,402) 364,739 (34,023)
Prepaid Expenses (9,141) (5,842) 4,394 43,650 (3,940)
Accounts Payable (54,097) 144,617 (163,888) (220,690) 41,172
Deferred Government Grant - - -
Non-refundable deposits (54,971) 95,090
Tax Payable/Recoverable & Other (92,553) (245) (83,335) - -
Cash From Operations (504,176) (56,082) (83,312) 122,788 (1,278)

Investing
Fixed Assets (incl acquisitions) (41,268) (26,859) (37,317) (30,000) (30,000)
Proceeds From Disposals - - -
Cash Used in Investment (41,268) (26,859) (37,317) (30,000) (30,000)

Financing
Bank Debt 519,987 (61,816) (830,843) (96,042) (17,500)
Equity 3,350 248,325 - - -
Sales of Assets 903,049
Cash From Financing 523,337 186,509 72,206 (96,042) (17,500)

Change in Cash (22,107) 103,568 (48,423) (3,254) (48,778)
Cash BOP 24,281 2,174 105,742 57,319 54,065
Cash EOP 2,174 105,742 57,319 54,065 5,287
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Fundamental Research Corp. Equity Rating Scale:
Buy–Annual expected rate of return exceeds 12% or the expected return is commensurate with risk
Hold–Annual expected rate of return is between 5% and 12%
Sell–Annual expected rate of return is below 5% or the expected return is not commensurate with risk
Suspended or Rating N/A— Coverage and ratings suspended until more information can be obtained from the company regarding recent events.

Fundamental Research Corp. Risk Rating Scale:
1 (Low Risk) - The company operates in an industry where it has a strong position (for example a monopoly, high market share etc.) or operates in
a regulated industry. The future outlook is stable or positive for the industry. The company generates positive free cash flow and has a history of
profitability. The capital structure is conservative with little or no debt.

2 (Below Average Risk) - The company operates in an industry where the fundamentals and outlook are positive. The industry and company are
relatively less sensitive to systematic risk than companies with a Risk Rating of 3. The company has a history of profitability and has demonstrated
its ability to generate positive free cash flows (though current free cash flow may benegative due to capital investment).  The company’s capital 
structure is conservative with little to modest use of debt.

3 (Average Risk) - The company operates in an industry that has average sensitivity to systematic risk. The industry may be cyclical. Profits and
cash flow are sensitive to economic factors although the company has demonstrated its ability to generate positive earnings and cash flow. Debt use
is in line with industry averages, and coverage ratios are sufficient.

4 (Speculative) - The company has little or no history of generating earnings or cash flow. Debt use is higher. These companies may be in start-up
mode or in a turnaround situation. These companies should be considered speculative.

5 (Highly Speculative) - The company has no history of generating earnings or cash flow. They may operate in a new industry with new, and
unproven products. Products may be at the development stage, testing, or seeking regulatory approval. These companies may run into liquidity
issues, and may rely on external funding. These stocks are considered highly speculative.

Disclaimers and Disclosure
The opinions expressed in this report are the true opinions of the analyst about this company and industry.   Any “forward looking statements” are our best estimates
and opinions based upon information that is publicly available and that we believe to be correct, but we have not independently verified with respect to truth or
correctness. There is no guarantee that our forecasts will materialize. Actual results will likely vary.   The analyst and Fundamental Research Corp.  “FRC” does not 
own any shares of the subject company, does not make a market or offer shares for sale of the subject company, and does not have any investment banking business
with the subject company. Fees of less than $30,000 have been paid by BDP to FRC. The purpose of the fee is to subsidize the high costs of research and
monitoring. FRC takes steps to ensure independence including setting fees in advance and utilizing analysts who must abide by CFA Institute Code of Ethics and
Standards of Professional Conduct. Additionally, analysts may not trade in any security under coverage. Our full editorial control of all research, timing of release
of the reports, and release of liability for negative reports are protected contractually. To further ensure independence, BDP has agreed to a minimum coverage term
including four updates. Coverage cannot be unilaterally terminated. Distribution procedure: our reports are distributed first to our web-based subscribers on the
date shown on this report then made available to delayed access users through various other channels for a limited time.  The performance of FRC’s research is ranked 
by Investars. Full rankings and are available at www.investars.com.

The distribution of FRC’sratings are as follows: BUY (69%), HOLD (11%), SELL (3%), SUSPEND (17%).
To subscribe for real-time access to research, visit http://www.researchfrc.com/subscription.htm for subscription options.

This report contains "forward looking" statements. Forward-looking statements regarding the Company and/or stock’s performance inherently involve risks and 
uncertainties that could cause actual results to differ from such forward-looking statements. Factors that would cause or contribute to such differences include, but are
not limited to, continued acceptance of the Company's products/services in the marketplace; acceptance in the marketplace of the Company's new product
lines/services; competitive factors; new product/service introductions by others; technological changes; dependence on suppliers; systematic market risks and other
risks discussed in the Company's periodic report filings, including interim reports, annual reports, and annual information forms filed with the various securities
regulators. By making these forward looking statements, Fundamental Research Corp. and the analyst/author of this report undertakes no obligation to update these
statements for revisions or changes after the date of this report. A report initiating coverage will most often be updated quarterly while a report issuing a rating may
have no further or less frequent updates because the subject company is likely to be in earlier stages where nothing material may occur quarter to quarter.
Fundamental Research Corp DOES NOT MAKE ANY WARRANTIES, EXPRESSED OR IMPLIED, AS TO RESULTS TO BE OBTAINED FROM USING THIS
INFORMATION AND MAKES NO EXPRESS OR IMPLIED WARRANTIES OR FITNESS FOR A PARTICULAR USE. ANYONE USING THIS REPORT
ASSUMES FULL RESPONSIBILITY FOR WHATEVER RESULTS THEY OBTAIN FROM WHATEVER USE THE INFORMATION WAS PUT TO.
ALWAYS TALK TO YOUR FINANCIAL ADVISOR BEFORE YOU INVEST. WHETHER A STOCK SHOULD BE INCLUDED IN A PORTFOLIO
DEPENDS ON ONE’S RISK TOLERANCE, OBJECTIVES, SITUATION, RETURN ON OTHER ASSETS, ETC.   ONLY YOUR INVESTMENT ADVISOR 
WHO KNOWS YOUR UNIQUE CIRCUMSTANCES CAN MAKE A PROPER RECOMMENDATION AS TO THE MERIT OF ANY PARTICULAR SECURITY
FOR INCLUSION IN YOUR PORTFOLIO. This REPORT is solely for informative purposes and is not a solicitation or an offer to buy or sell any security. It is
not intended as being a complete description of the company, industry, securities or developments referred to in the material. Any forecasts contained in this report
were independently prepared unless otherwise stated, and HAVE NOT BEEN endorsed by the Management of the company which is the subject of this report.
Additional information is available upon request. THIS REPORT IS COPYRIGHT. YOU MAY NOT REDISTRIBUTE THIS REPORT WITHOUT OUR
PERMISSION. Please give proper credit, including citing Fundamental Research Corp and/or the analyst, when quoting information from this report.

Fundamental Research Corp is registered with the British Columbia Securities Commission as a Securities Adviser which is not in any way an endorsement from the
BCSC. The information contained in this report is intended to be viewed only in jurisdictions where it may be legally viewed and is not intended for use by any
person or entity in any jurisdiction where such use would be contrary to local regulations or which would require any registration requirement within such jurisdiction.


