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United Slales Securities and Exchange Commission
450 Fifth Street, N.W.
Washington, D.C.
20549

Aumtioll: Tia Jenkins,

Re: Leading Brands-Inc. Form 20-11 for the Fi.cal Vear ended February 28., 2009

P1c~ find below the response to your letter daled October 20, 2009.

Csmsolidaled Fjnancial Statements
Note 19. Difference Between Canadian and UniTed States Generally Accepted Accounting
Principals

1) • In preparing our annual tcst for impairment, we estimaTed that our reporting unit fair value
exceeded our mmet capitalization (as determined using our share price 011 the impairment date)
by approximately $13 - S20 million at February ZS, 2009. Due to the recent global economic
crisis we were orthe view that fair value was 001 accurately represented by our share price as at
February 28, 2009. We instead determined market capitalization using the 180 day weighTed
average 10 August 31, 2008, r~ulling in a weighted average share price ofS1.I245 !lJ1d a market
capitalization of$22,400,000. In our response ofSeplember 24, 2009 we noted that fair value
was between 522.101 million and $29.468 million, however these values were before deducting
interest bearing debt of56.62 milliofL After deducting this amount, the fair value of the reporting
unit was estimated al $15.48 million to 522.85 million and the carrying value at February 28,
2009 was $13,681,040. In addition, we are of the view that the market had not properly assessed
the changcs we implemented in the latCfpart of the year ended February 28, 2009. The company
adjusted its business model to attain profitability by selecting to continue with products proven to
be profitable to the company and by reducing overhead COSlll to the level re<juired to maintain
that revenue base. Altl:lougb revenue decreased, the remaining products are more profitable,
resulting in significant reduction in losses in the later pan of the fiscal year ended February 28,
2009 and projected profitability and cash flow for the future. These changes, being properly
assessed in the marketplace, should have resulted in a higher rnarlet capitalization than previous
years if the marketplace had not been suffering a severe downturn.
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• The company used the discounted cash flow method and maintainable EBO'DA hased on
normali7.ed historical data. The nOlrnalizcd maintainable EBlTDA range was from $780,000 to
$1,140.000 and the multiple was 20. based on the previo"", five years.

• In the fall of2008, the company adjmted its business model, to accommodate the new
erollOmiC conditiol1ll, which adjustments included the discontinuation of low margin products,
the reduction of sales expilllSCS by changing the nature of the expense from a fixed III a variable
expense 10 accommodate the lower expected revenues, and a reduction in overhead costs. When
comparing the estimated cash flows to historical results, we also removed one time items.

• Projected gross revenue decreased. but Our new business model with reduced gross revenue
produces profit rather than a loss. The previous model was focused on the very expellSive
process ofbrand building resulting in operating losses. The new model focuses on selling a
smaller line of products at a profit. The Company's actual results for the year ending February
28,2010 are exceeding the cash flow forecasts used for the goodwill impairment testing at
February 28, 2009.

2) The disclosure we intend to use in future filings as p3l1 ofour discussion ofcritical accounting
estimates is as follows: The C"mpany has dere,minl!d Ihll1 the,e is one TefH',ting unit. The
C"mfH'ny estim"tes the f"i, ~·,,'ueoftherepo,ting unit using a multiple ofestimated EDITDA,
the multiple df!lomined blUed on an average ofpasI market capita/hlllilm plus Interest
bearing debt as a ,...lio to aVl'rage past earningl<. It is possible tlral mllllagl!ment's estimllles of
futu,.., eB/TDA could be impacted by errors in estimates, changes tl1 ml1rket I1r economic
conditions, changes in Ihe taste". o!ccln,umers, inability to ml1nage the bUJiness lU efficiently
lIS planned 11' othe, unexpected evenn.. ljmonogl!ment's filimates offutu,.., EBfTDA used in
est/m,,'ing fair ''lJlue do Il"t materialize due to errors ill estimatn or unf0f't:$een changes to the
ccollomlc c"ndlll"nJ affecting the ComfHUlJ' II could ,..,sult in an impairment adjust",ent in
fUll''''' peTim/s up to Ihe Cllt7}'inK ,'alue afthe goodwill ba/once of$3,353,j43. A 10% change
in onnual revenue eslimoteJ withou'" correspOllding IIla-ease;n gross margins, IJ, ,eductlan
in operalillg costs"r overheads, could materially chunge the va/ua/it", ofthe gOl1dwiU
balance.

Form 6-K Filed September 24, 2009

3) In the case of gross profit margin (before discounts and slotting fees), we feel that it is an
important measure because discollnts and slotting fees are discretionary spending that we can
vary based On our marketing strategy. We wanted to highlight lhat our margins had improved
considerably for reasons other than discretionary changes to discounts and slotting fees, We
present EBITDA before non-cash stock based compensatioo to highlight the cash generated from
EBITDA. Stock based compensalion expense has no cash impact and therefore we feel it is
important to show what our EBITDA would be: without it. In our analysis of Section (c) of
Regulation G we have determined that the provisions of Regulation G apply to our disclosures.
We will provide the required TeC<lnciliation of all non·GAAP measures to the most directly
comparable GAAP number g<;>ing forward.
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Thank you fOT your comments. If you would like 10 discuss this leuer, please contact me at 604·
6&5·5200 (x238).

Sincerely,
Leading Brands, Inc.

p"
Ralph D. McRIIC
Chief Executive Officer
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