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R awker Siddeley Canada Inc. is a diversified Canadian
industrial company with six subsidiaries and three divisions in
Canada, the United States and the United Kingdom.

The Company'’s preferred and common shares are listed on the
Toronto, Montreal and Vancouver stock exchanges.

Hawker Siddeley Canada, through its subsidiaries and divisions,
« repairs and overhauls jet engines and manufactures components
for jet engines and industrial gas turbines = leases and repairs
railcars « produces high-integrity, heat-resisting steel castings for
energy and other high-technology industries © manufactures
sawmill and softwood lumber processing equipment
manufactures mining and tunnelling equipment for the coal
and other soft-rock mining industries and for civil engineering
tunnelling and = supplies other products and services for mining,
civil engineering and bulk materials handling.
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Operating highlights
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= Orenda and Middleton Aerospace are prioritizing
cost reduction and looking for new opportunities in
the currently reduced market for aerospace products.

= CGTX continues to grow profitably and add railcars
to its leasing fleet.

= Canadian Steel Foundries is restructuring and
investing in technology to concentrate on high-
integrity castings for energy and other markets.

m CSMI is concentrating on restoring profitability after
the disruption caused by the relocation of its Canadian
manufacturing operations to the United States.

m Dosco Overseas and Hollybank are looking to
increase sales to the civil tunnelling market as the
coal industry in the United Kingdom declines.

= The operations of Canadian Steel Wheel and Windsor
Aerospace are being discontinued as they no longer have
the potential to contribute to profitability.
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Financial results
of the years ended December 31, 1993 and 1992

Hawker Siddeley Canada Inc.
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O TS PO B tmmuermmsm oy e e R ee 40.4 43.7 - 7.6%
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Earnings from continuing operations................................. 2.3 15.6 -21.2%
Loss from discontinued operations ................cccccoooovioiiiiinn (15.5) 0.2)
Net earnings/(10SS)........oooiiiii (3.2) 15.4
Financial position
Common shareholders’ equity...............ooo 229.6 240.0 - 4.3%
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Report to the shareholders
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1993 results

In 1993 your Company took action to position the
business for the future. The year’s activities included the
assimilation of a 1992 acquisition, resizing of several
business units in response to changing markets, closure
of an under-performing division, and the decision to
dispose of a non-core operation. Specifically, results in
1993 reflected provision for the costs of restructuring
Canadian Steel Foundries Division ($4.4 million) and of
disposing of low-level radioactive machining waste
which had been held at Orenda Division for many years
($1.1 million), and the operating losses and provision
for the discontinuance costs of Canadian Steel

Wheel Division and Windsor Aerospace Division

($15.5 million, net of tax relief).

After the special CSF and Orenda costs totalling

$5.5 million, operating profit was $40.4 million on sales of
$351.7 million compared with $43.7 million on sales

of $338.9 million in 1992, and earnings from continuing
operations were $12.3 million ($1.40 per share) compared
with $15.6 million ($1.81 per share) in 1992,

After the provision of the $15.5 million ($1.89 per share)
for discontinued operations, the result for the year was a
net loss of $3.2 million ($0.49 per share) compared with
net earnings of $15.4 million ($1.78 per share) in 1992,

Markets and operations

The Company's operations performed broadly as
anticipated in 1993, except for CSW and Windsor
Aerospace, which both failed to achieve the progress
expected of them. In November it was decided to
discontinue or dispose of both of these divisions,
neither of which appeared any longer to have the
potential to contribute to future profitability.

The future of CSF was also closely evaluated. Although
its results in 1993 were disappointing, it was decided
that by narrowing its focus so as to concentrate on
energy-related and other high-technology large steel
castings, and by downsizing its operations and investing
in equipment to improve the quality of the steel being
produced, CSF should become more competitive and
re-establish profitability.

Orenda and Middleton Aerospace Corporation, as
expected, had a difficult year, with the declining trend
in demand from both military and commercial
customers and a particularly low demand for industrial
turbine repair and overhaul. Both operations suffered
some erosion in profits.

CGTX Inc. continued to perform strongly with increased
sales and profits, this operation by its nature being less
affected than the Company’s other operations by short-
term fluctuations in demand.

Consolidated Sawmill Machinery International Inc.,
which encompasses the businesses of the Company’s
former Kockums CanCar sawmill equipment
manufacturing operations and of the Harvey operations
acquired in December 1992, made an improved
contribution to operating profit, before amortization of
goodwill and intangible assets, compared with the
previous year. CSMI's program of consolidating and
relocating its operations was continued in 1993,
including the relocation of its Canadian manufacturing
operations from Surrey, British Columbia to Portland,
Oregon and to Hot Springs, Arkansas. Recovery from the
disruption of a major factory relocation and the new
plant start-up in Portland has been much more difficult
than anticipated. CSMI has sustained a loss in the first
quarter of 1994 and significant work remains to be done
in the current year to re-establish profitability.
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Management changes have been made at CSMI and
priority is being given to satisfying customer
expectations as needed to secure future orders while
improving operations to eliminate inefficiencies and
delivery delays.

The mining operations had improved results in 1993
notwithstanding the downsizing of British Coal
operations. A major portion of the improvement was
attributable to the contribution to Dosco Overseas
Engineering Limited’s profits from one-time sales and
lease transactions with British Coal, and improved results
from The Dosco Corporation as a result of lower product
development costs in 1993 compared with 1992.

Capital expenditure

Capital expenditure on property, plant and equipment
was $40.2 million in 1993 compared with $25.7 million
in 1992, CGTX accounted for the major portion of the
capital spending in both years, with $28.3 million
invested in new rolling stock in 1993 compared with
$19.3 million in 1992. During the year the Company
sold the land and buildings comprising the
manufacturing site of its former Kockums CanCar
operations in Surrey, B.C. for $7.5 million.

Acquisitions and disposals

There were no acquisitions in 1993. As mentioned above,
a decision to discontinue the operations of CSW and
Windsor Aerospace was taken in November 1993. The
CSW business was wound down during the first quarter
of the current year and disposal of the assets remains to
be completed. The sale of the business of Windsor
Aerospace is currently the subject of negotiations with a
potential purchaser.

Financial position

The Company’s financial position is strong, with
substantial shareholders’ equity and no indebtedness for
borrowed money other than that of CGTX, the
Company’s railcar leasing subsidiary. After paying
unchanged dividends of $0.8 million and $8.8 million
($1.08 per share) on the Company’s preferred and
common shares respectively, shareholders’ equity at
December 31, 1993 was $243.6 million, cash and short-
term investments amounted to $19.4 million and the
long-term debt and bank advances of CGTX amounted
to $122.5 million.

Keith F. Moore, President and Chief Executive Officer

Sale by BTR plc of its common share interest
in the Company

On February 7, 1994 BTR plc announced that it had
agreed with a syndicate of underwriters to sell its
58.7% indirect interest in the Company’s common
shares for $121.6 million ($25.25 per share). The sale
would be by way of a private placement of special
warrants exchangeable into the common shares of

HSC Hawker Canada Ltd., the company through which
BTR held its common share interest in the Company,
and of which the only asset was the shareholding itself.
Following the special warrant offering, and the
qualification of HSC Hawker Canada’s shares for sale to
the public, HSC Hawker Canada Ltd. and the Company
would amalgamate and the amalgamated company
would continue as Hawker Siddeley Canada Inc.

These transactions were completed in February and
March and the amalgamated company came into
existence on April 1, 1994. Details of the transaction are
set out in note 15 to the consolidated financial
statements, on page 39 of the Annual Report.

Since acquiring its controlling interest in the Company
in November 1991 through the acquisition of Hawker
Siddeley Group PLC in the United Kingdom, BTR had
from time to time considered the sale of its common
share interest, since the businesses of the Company were
not mainstream to its own operations.
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As a result of these transactions, BTR's former common
share interest is now held by a number of mainly
Canadian institutional investors, and Hawker Siddeley
Canada Inc. is now a widely-held, non-controlled
Canadian public company.

I'he Board of Directors

Mr. Keith F. Moore was appointed President and Chief
Executive Officer and a Director of the Company on
August 5, 1993. Mrs. Beth M. Bandler, the Company's
Secretary and General Counsel, who was elected a
Director at the Company’s annual meeting on May 7,
1993, served as a Director until Mr. Moore’s
appointment, and was reappointed a Director as of
March 31, 1994 following the resignations as of that date
of Mr. Robert F, Faircloth, Ms. Kathleen A. O’'Donovan
and Mr. John S. Thompson Jr., BTR plc’s representatives
on the Board. Mr. John F. Howard was appointed
Chairman of the Company on April 20, 1994 in
succession to Mr. Faircloth.

Outlook

With the sale by BTR of its common share interest and
the emergence of Hawker Siddeley Canada Inc. as a
widely-held public company, 1994 marks a point of
transition in the development of the Company. With a
strong financial position, but at the same time with
operations in industry sectors undergoing major change,
the Company is presented with opportunities and faces
challenges in all of its businesses.

By discontinuing the operations of CSW in 1993 the
Company has narrowed its focus to five business areas.
CGTX is expected to continue to be the principal
contributor to earnings in the period ahead. As the
shape of the North American economy changes, CGTX
will have to adapt as required. The restructuring of CSF,
now in progress, points the Company’s foundry business
in a direction of potential growth. Orenda and
Middleton Aerospace have to become more cost
effective, but also have to seck out new opportunities,
since they will continue to face considerable pricing
pressures and reduced demand in their traditional
businesses until such time as the market for aerospace
products recovers. Dosco Overseas and Hollybank
Engineering Company Limited, likewise, have to develop
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their involvement in new products and new markets, as
the size and ownership of British Coal’s operations, their
mainstay to date, changes. CSMI, with considerable
potential to become the leading North American
manufacturer of sawmill equipment, has the task of
restoring profitability to its operations.

With these immediate priorities, your Company’s overall
objectives remain the same: to improve the profitability
of existing operations through cost reduction and
productivity improvements; to take advantage of
opportunities for profitable growth at these operations
and, by acquisition, in related or niche markets; to
maintain a strong financial position; and to achieve for
shareholders an acceptable rate of growth in earnings
and dividends per share.

While 1994 will be a difficult year, your Board looks
forward to the challenge of significantly improving vour
Company’s performance over time,

On your behalf, we wish to acknowledge the dedication
and contribution of employees throughout the
Company in 1993,

On behalf of the Board:

John F. Howard
Chairtnan

o7 Fome—

Keith F. Moore
President and Chief Executive Officer

April 20, 1994
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Transportation and industrial products segment

= Jet engine and industrial gas turbine components
and repair and overhaul
The operating profits of
Orenda and Middleton
Aerospace totalled
$5.1 million in 1993 on
sales of $75.3 million
compared with
$11.3 million in 1992 on
sales of $89.5 million. The
1993 profits are after
providing $1.1 million for
the cost of disposing of a
quantity of radioactive
(low-level) magnesium
thorium machining swarf.
This material, stored on
the Orenda site,
containerized and monitored in accordance with
regulatory requirements, did not pose a hazard, but it
was decided that the cost of disposal was more likely to
increase than decrease in the foreseeable future.

Orenda Division

The largest factor in the 1993 reduction in sales was a
major contraction in the volume of industrial turbine
repair and overhaul business at Orenda. With the lower
level of activity in the oil industry and the lower world
price of oil, the requirement and cash resources available
for repair and overhaul of these turbines, which are
primarily used in North America and Venezuela in
pumping and in pipeline applications, also declined.
This repair and overhaul business has historically been a
very profitable element of Orenda'’s business. The
industrial repair and overhaul business is not expected
to recover in 1994,

Orenda has signed an exclusive agreement with
Mashproekt in Ukraine to sell and service its world class
industrial gas turbines in North and Central America and
Venezuela. Orenda plans to integrate the technology of
the Mashproekt turbine with North American
peripherals, so as to meet customer needs in Orenda'’s

established markets. The alliance with Mashproekt
alleviates the need for extensive and costly product
development and should allow Orenda to expand its
base of industrial turbines for repair and overhaul. The
potential benefits of the Mashproekt contract will
materialize beyond the current year.

Component manufacturing and jet engine repair and
overhaul sales in 1993 were close to previous year levels.
The market for jet engine components and repair and
overhaul continues to tighten, however, as a result of
major cuts in military spending and continuing
under-utilization of existing commercial aircraft fleets.
The sales and profits of Orenda and Middleton
Aerospace will remain under pressure until market
conditions improve.

As a result of the current
reductions in military
spending and the current
downturn in commercial
markets, engine
manufacturers are
requiring suppliers to
reduce prices. Suppliers
who are unable to lower
prices, while at the same
time improving
component quality and
delivery time, are being
replaced. There is a trend
towards long-term
agreements with engine
manufacturers, and both
Orenda and Middleton Aerospace have entered into a
number of such long-term agreements. Investments are
being made to reduce product costs. Orenda has
developed the capability to repair military jet engine
components as an alternative to part replacement, and is
also attempting to penetrate commercial component
repair markets. With continuing technological
development, and as a result of industry cost pressures,
component repair represents a potential area for business
expansion.

~



CGTX's contribution to
sales and operating profit
continued to grow in
1993. The contribution to
operating profit in 1993
was $33.8 million on sales
revenues of $71.6 million
compared with

$32.6 million on sales
revenues of $66.6 million
in 1992, CGTX is not
significantly affected by
short-term changes in
economic conditions, as
railcar leases tend to be
for multi-year periods.
Capital additions to
CGTX's fleet were $28.3 million in 1993 compared with
$19.3 million in 1992. Over the past six years, CGTX has
invested 5220 million in railcar fleet additions.

Comprehensive customer support, including
administrative services and repair and maintenance
services, and expertise specific to the railway industry, are
major factors in CGTX's strong operating performance.
Results in the current year are again expected to be
strong. Pricing of new leases and renewal-lease pricing are
governed primarily by the price of new railcars. Demand
for new railcars in the last few years has been weak and
pricing has been very competitive. Prices for new railcars
are currently trending up, with railcar manufacturers
quoting longer lead times for delivery.

With the maturing of the Free Trade Agreement between
Canada and the United States there is a trend towards
greater North/South traffic. This change, and the
prospect of further rationalization by the Canadian
railways, will require careful monitoring and adaptation
by CGTX.
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= Foundry operations

In 1993 the division made an operating loss of

$1.6 million, before restructuring costs of $4.4 million,
on sales of $19.3 million, compared with a profit of
$2.3 million on sales of $26.5 million in 1992. In the
previous year, CSF benefited from an order book of
profitable work for the Canadian hydro electric power
generation equipment industry. Orders from this source
did not materialize as they had in the previous two
vears. To use available capacity in 1993 CSF accepted
orders for production of low-value commodity castings,
which adversely affected profitability.

In the fourth quarter of the vear, it was decided that CSF
would restructure and narrow its product focus, by
concentrating on high-integrity, carbon, stainless and
heat-resisting castings for the worldwide energy and
other high-technology markets. CSF plans to secure a
competitive advantage in the industry by limiting its

@ product range in this way,
by developing focused
customer relationships
and by reducing
production cycle times.
CSF’s advantages include
its large melting capacity
and significant flexibility
with respect to heat sizes,
grades of material and
production scheduling.

The restructuring of CSF
entails a downsizing of
foundry operations. A
more focused marketing
and production plan
should result in
substantially improved productivity. In 1994 the
operation anticipates achieving approximately 80% of
the 1993 sales volume with between 50% and 60%




fewer people. About 130,000 square feet of unused
manufacturing space will be demolished in order to
reduce tax and maintenance costs.

As a result of the recent successful introduction of the
new automated sand and binder system and other
improvements, and the installation of argon oxygen
decarburization (AOD) refining equipment, currently in
progress, CSF is expected to be among the best-equipped
foundry facilities in the world for large high-integrity
and specialized steel castings. 1994 will be a transition
year, in which improved results are expected. It is
anticipated that the full benefits of the strategic
reorientation of the foundry will only be realized over a
longer time frame.

Resource industry equipment segment
= Sawmill equipment

The results from the Company’s sawmill equipment
operations improved in 1993. Sales increased from

$31.0 million in 1992 to $77.4 million in 1993, largely
reflecting the Harvey acquisition in the United States in
December 1992. There was an operating profit of

$5.7 million in 1993 before Harvey goodwill and
intangible asset amortization costs of $6.0 million,
compared with an operating loss of $0.9 million in 1992.

A major preoccupation of the Company’s sawmill
equipment operations in 1993 was the relocation of
manufacturing operations. Following the relocation of
the Harvey operations in California and Washington to
a new location in Portland, Oregon in December 1992,
several further relocation and consolidation steps were
taken in 1993: the former Kockums CanCar distribution
activities in Atlanta, Georgia were transferred to the
Harvey manufacturing location in Hot Springs, Arkansas;
new service parts distribution facilities were opened in
Langley, British Columbia and Savannah, Georgia; the
activities of the small Kockums CanCar distribution
company in Australia were discontinued and replaced by
a distribution arrangement with a distributor operating
in Australia and New Zealand; and the former Kockums
CanCar manufacturing operations in Surrey, British

Columbia were transferred in part to the new location in
Portland, and in part to the Hot Springs facility.

This relocation of the Surrey operations, completed in
mid-1993, was a major undertaking and has proved to be
a prime cause of the significant operating inefficiencies
and missed customer
delivery dates which have
plagued performance and
caused operating losses in
1994 to date. The task

of recruiting and training
new employees in the
new plant in Portland is
taking much longer than
anticipated. The processes
of negotiating favourable
supply arrangements

with new vendors,
generating acceptable
levels of plant efficiency
and eliminating expensive
rework attributable to a
range of relocation
problems are all proving more difficult and protracted
than expected. In Hot Springs, the increase in the
volume of production and the changes in plant layout
and operation necessitated by the transfer of business
from Canada has also adversely affected levels of plant
efficiency.

lated Sawmill

| PPV Sty I S
rv International Inc

A new president for CSMI was recruited and appointed
in March 1994 and the immediate task he and his
management team have, in close association with the
Company'’s corporate management, is to bring customer
delivery commitments, product quality and operating
efficiencies in the Portland and Hot Springs plants to
acceptable standards of performance as quickly as
possible. CSMI's results will be adversely impacted
during the period required to achieve these
improvements. It is not yet possible to predict how
long such improvements will take to achieve.
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Notwithstanding the integration problems currently
being experienced, the fundamentals for the sawmill
equipment business remain sound due to continuing
favourable market conditions and the product line
breadth and technology provided through the Harvey
acquisition, The Company’s sawmill equipment
manufacturing business has the potential to become the
leading manufacturer of sawmill equipment in North
America and a major contributor to the Company’s
sales and profits.

Demand for softwood lumber in North America is
projected to exceed available supply in the foreseeable
future and markets are expected to be strong in
consequence. Lower costs and improved log yields
achievable by sawmill operators through investing in
state-of-the-art equipment and optimization technology
are likely to cause the demand for CSMI's products to
remain strong.

= Mining and tunnelling equipment and services

The Dosco and Hollybank companies contributed

$8.0 million to operating profit in 1993 compared with
S0.6 million in 1992; sales were lower in 1993, at
$108.1 million, compared with §125.3 million in 1992,
with $9.8 million of the decline reflecting the effect of
the lower value of sterling in 1993 in terms of the
Canadian dollar. The 1993 profit of $8.0 million
included a one-time contribution of $4.5 million in
respect of equipment lease income and machine

spare part sales to British Coal relating to British Coal’s
downsizing and restructuring program ahead

of privatization.

British Coal accounts for approximately 75% of Dosco
Overseas’ sales and almost all of Hollybank's sales and
accordingly the status of the coal industry in the United
Kingdom has a particularly significant bearing on the
results of both companies. At the end of 1993, there
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were only 22 British Coal collieries still in production
and during 1994 the number is expected to decline
further. The reduction in the number of operating mines
is in anticipation of privatization of British Coal’s

operations, currently expected to take place in the early
part of 1995. As part of its
preparation for
privatization, British Coal
has recently closed its
own repair and overhaul
facilities for equipment
manufactured by Dosco
Overseas, and such
services are now
contracted out to Dosco
Overseas.

Increased export sales to
offset the decline in sales
to British Coal have not
materialized to the levels
anticipated due to the lack

of hard currencies in
Eastern Europe, difficulties in penetrating Korean and
Chinese markets, and reduced demand for roadheader
mining equipment in traditional export markets.
Progress in increasing export sales remains unpredictable
for the coming year.

Dosco Overseas is increasingly looking to equipment for
civil tunnelling to part-replace the reduction in its
general level of sales to British Coal. Equipment
manufactured by Dosco Overseas is suitable for use in a
range of tunnelling projects including projects for
subway systems, road and rail tunnels, utility
distribution and sewage collection. In 1993 the company
manufactured and sold its first full-face tunnel boring
machine, for use by a major civil engineering firm in
driving a sewage tunnel out lo sca off the east coast of
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England. Dosco Overseas believes that its delivery of this
machine ahead of schedule, and the machine’s
successful performance, will lead to opportunities to sell
further such machines. Dosco Overseas has recently
received orders for four of its boom-in-shield machines,
to be delivered in 1994, for use in the construction of
the Heathrow light rail link with Central London and for
other projects.

Hollybank’s contribution to operating profit was also
stronger in 1993. The company is one of two suppliers of
roof support arches to British Coal and one of five major
firms approved to supply contract mining services to
British Coal. Due to the decline in the level of mining in
the United Kingdom, sales of roof support arches have
decreased in recent years and continued to decline in
1993. Contract sales, on
the other hand, increased
in 1993 and Hollybank
expects that the closure of
many of British Coal’s
collieries will present it
with new contract mining
service opportunities in
the period ahead.

Hollybank has recently
been awarded three such
contracts, to maintain
mines during interim
periods while their closure
or sale to private parties is
under consideration. Once
the decision to close a

colliery is taken, considerable work is required to
dismantle equipment, demolish buildings and fill in
mine shafts. Hollybank has been approved as a qualified
contractor to carry out such work, expected to arise over
the next few years. In addition, Hollybank is also

increasingly targeting civil
markets and is actively
promoting in the United
Kingdom a system of
lattice-work for
reinforcing the lining of
civil tunnels for road, rail
and other purposes.

Dosco Corporation, in the
United States, sells and
services Dosco machines
in North America and,
until 1993, manufactured
roof supports for coal and
other mine and civil
tunnelling applications in
its market area. The roof support arch manufacturing
activity was discontinued in the first half of 1993, and
the assets sold to a purchaser on a going-concern basis.
Dosco Corporation is currently developing a patented
underground haulage machine (Bendicar ™) which, if
successful, could improve mine productivity by greatly
increasing the rate at which material can be transported
away from the mine face. Underground tests of the
prototype are scheduled to take place during 1994. If the
machine achieves anticipated levels of productivity and
reliability, it could represent a major opportunity for the
Company's mining-related businesses.

The mining companies all face major challenges and
their future will depend on the success with which they
pursue markets which will utilize current capacity and
capabilities. If these strategies are not successful, it may
become necessary to further downsize and restructure
their operations.
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Overview

Over the past two vears the Company has taken the
following important steps:

= In December 1992 the Company acquired the
sawmill equipment manufacturing assets of Harvey,
Inc. and Harvey Industries, Inc., which it has
combined with its Kockums CanCar sawmill
equipment manufacturing operations under the name
Consolidated Sawmill Machinery International Inc.
The infusion of state-of-the-art process-optimization
technology from the Harvey acquisition has created
an opportunity for growth for the Company's
previously unprofitable sawmill equipment
manufacturing operations.

= In November 1993 the Company resolved to spend
$4.4 million in restructuring costs and $2.8 million in
capital equipment for Canadian Steel Foundries
Division, which plans to concentrate in the future on
the production of castings for the hydro and other
high-technology markets.

= In November 1993 the Company resolved to close
Canadian Steel Wheel Division and dispose of or close
Windsor Acrospace Division, its small gear
manufacturing operation, and thereby to eliminate
two loss-making operations which did not appear to
have the potential to contribute to future profitability.

The Company’s continuing operations are classified
within two industry segments: “Transportation and
industrial products segment” and “Resource industry
equipment segment.” The business components of
each segment are highlighted below.

Transportation and industrial products segment
Orenda Division and Middleton Aerospace Corporation

Orenda is engaged in the repair and overhaul of jet
engines and industrial gas turbines and in the
manufacture of jet engine and industrial gas turbine
components, Middleton Aerospace is engaged in the
manufacture of engine components.

The market for jet engine components and the repair
and overhaul of jet engines is intensely competitive,
with lower military expenditures and cutbacks in
demand from commercial carriers. Reduced demand
is expected to lead industry participants to further
rationalize their operations. In the medium term,
demand levels are expected to improve as a function
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of recovery and renewed growth in the commercial
airline sector. The Company is extending Orenda'’s
interests to include the marketing of an industrial gas
turbine in North America, Central America and
Venezuela.

CGTX Inc.

The Company’s 55%-owned railcar leasing subsidiary,
CGTX Inc., is and has consistently been a significant
contributor to the Company’s total sales and
operating profits. CGTX has invested $220 million in
additions to its leasing tleet over the past six years
and this has contributed substantially to growth in its
revenues and earnings over that period.

Canadian Steel Foundries Division

CSF manufactures high-integrity, carbon, stainless
and heat-resisting steel castings. Following the closure
of a number of competitors in North America and
elsewhere in recent years, this small division is
restructuring and investing so as to concentrate on
manufacturing castings for the energy and other
high-technology markets.

Resource industry equipment segment
Consolidated Sawmill Machinery International Inc.

The demand for sawmill equipment that is designed
to maximize the yield of sawn lumber from logs is
increasing as a result of decreased availability of logs
in North America due to conservation initiatives,
governmental intervention and the consequences of
large-scale logging in recent years. The optimization
technology acquired as a result of the Harvey asset
acquisition is helping the Company to meet this
demand. CSMI is continuing to rationalize and
consolidate its operations with the objective of
becoming an important contributor to the Company’s
sales and earnings.

Dosco Overseas Engineering Limited, Hollybank
Engineering Company Limited and The Dosco Corporation

Dosco Overseas manufactures mining and tunnelling
machines for coal and soft-rock mining and civil
engineering tunnelling, and equipment for materials
handling. Hollybank is engaged in the production of
roof support systems for underground roadways and
in the provision of contract tunnelling and mine
services. Dosco Corporation sells and services Dosco
machines in North America.



ged in the repair and overhaul of jet
engines and industrial gas turbines and in the manufacture of

jet engine and industrial gas turbine components. Recernt
introduction of cell-manufacturing is contributing tc

reduction of manufactured components. Above: a ]85 first stage
turbine wheel being machined on a Studer Grinder, part of the
rotating parts manufacturing cell at the Orenda plant.

maintains a small Advanced Materials and Energy
Systems department in Ottawa. Opposite: a research engineer
working for Orenda at the National Research Council of Canada
in Ottawa calibrates a thin thermocouple sensor being tested
under simulated high-temperature engine operating conditions.
The system being tested is mare accurate than conventional
measurement systems and has potential use in the design and
operation of gas turbines for aero, marine and industrial
applications.
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These operations are facing a number of major
challenges. Dosco Overseas is in the process of making
the transition from being dependent on British Coal by
expanding in export markets for coal and other soft-
rock mining equipment and in the civil engineering
market in the United Kingdom; Hollybank is adapting
to the market environment arising from the
downsizing of British Coal, offering services including
corntract mine care and maintenance and mine closure;
Dosco Corporation is concentrating on developing the
Bendicar™ underground haulage vehicle, which is
currently in the prototype stage.

Year ended December 31, 1993 compared with year
ended December 31, 1992

After segregating and stating separately the 1993
operating losses and discontinuance provisions relating
to CSW and Windsor Acrospace, the operating results
of 1993 compared with 1992 as follows:

$ millions 1993 1992
Sales
Transportation and industrial
products segment............... $166.2  S5182.6
Resource industry equipment
T 1)L 0] AR —— 185.5 156.3
351.7 338.9
Segment operating profit/(loss)
Transportation and industrial
products segment............... 328 46.1
Resource industry equipment
segment. ... 7.7 (0.3)
40.5 45.8
Other net income ....................... 32 3.8
Corporate BXpenses . s semannn (3.3) (5.9)
Operating profit.......................... 40.4 43.7
ITEErest 8XPONSe i s s aiinii . 9.8 8.0
Earnings before income taxes......... 30.6 35.7
Income taxes ... 12.5 14.5
Larnings before minority R o
shareholder's interest............... 18.1 21.2
Minority shareholder's interest....... 5.8 3.6
Earnings from continuing
OPETAtIONS o vovnm mrammmmsoaimmams 12.3 15.6
Discontinued operations............... (15.5) (0.2)
Net earnings/(108s) - cocvopivsriniming § (3.2) § 154

Provision for the CSF restructuring cost (84.4 million)
is reflected in the 1993 costs of the transportation and
industrial products segment.

['ransportation and industrial products segment

Sales from the Orenda and Middleton Aerospace
operations, at $75.3 million in 1993, were 16% lower
than the sales of $89.5 million in 1992 and operating
profits were $5.1 million, compared with §11.3 million.
The 1993 profit is after providing $1.1 million for
disposal of a quantity of radioactive machining swarf
which has been stored at Orenda since 1979. Although
the reduction in sales and profits reflected some
tightening of the markets for jet engine components
and for repair and overhaul, the major cause of the
reduction in sales and profits was a significant decline
in industrial gas turbine repair and overhaul. The gas
turbines overhauled are principally used in oil
extraction and transmission, and the activity of engine
users in that sector was adversely affected in 1993

by low oil prices in world markets.

Revenues of CGTX from its railcar leasing and repair
and maintenance operations grew by 8% from

$66.6 million to $71.6 million and operating profits
before interest increased from $32.6 million to

$33.8 million. CGTX is not significantly affected by
short-term changes in economic conditions, as railcar
leases tend to be for multi-year periods. CGTX's
contribution to the Company’s profitability is very
significant, being the largest element in the
Company’s operating profit.

After two years of profitability in 1991 and 1992, CSF
made a trading loss of $1.6 million in 1993 on sales of
$19.3 million, compared with a profit of $2.3 million
in 1992 on sales of $26.5 million. After providing for
the $4.4 million cost of restructuring mentioned
previously, and which will be carried out in 1994, the
1993 operating loss was $6.0 million. The reduction
in sales from $26.5 million in 1992 to $19.3 million
in 1993 was not anticipated, and the division had
expected to make a profit. Orders for hydro castings
for delivery in 1993 fell well short of expectations,
and the margins at which it was possible to book
alternative business were not attractive.



in Middleton, Massachuselts manufactures
and sells components for aero and industrial gas turbine engines
and other products. Components manufactured by Middleton
Aerospace must be machined to very close tolerances on equipment
capable of maintaining the highest operating standards.
Above: Joe Micozzi is using a CNC Mori-Seike turning and
mill/drill machine to perform the turning and drilling of a CF34
turbofan drive shaft.
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Resource industry equipment segment

The increase in sales of the resource industry
equipment segment was attributable to the
Company’s sawmill equipment manufacturing
operations, of which sales increased from
$31.0 million in 1992 to $77.4 million in 1993.
Sales of the mining operations decreased from
$125.3 million to $§108.1 million.

The increase in sawmill equipment sales in 1993
principally reflected the incremental contribution to
sales resulting from the Harvey, Inc. and Harvey
Industries, Inc. asset acquisition in December 1992.
The decline in mining sales principally reflected lower
demand by British Coal in 1993 for roof support
systems and contract work from Hollybank, as British
Coal closed its less efficient operations in anticipation
of privatization.

The sawmill equipment manufacturing operations
made a loss of $0.3 million in 1993, after amortizing
$6.0 million of the goodwill and intangible asset
values attributable to the Harvey acquisition,
compared with a loss of $0.9 million in 1992, in
which year there were no goodwill and intangible
asset amortization costs. $2.6 million of the 1993
amortization charge reflects full amortization of the
fair value attributed to sales contracts, acquired with
the Harvey assets, for the supply of sawmill
equipment to be produced and shipped after the date
of acquisition. Such equipment was sold in 1993 and
there will be a corresponding reduction in Harvey
intangible asset amortization in 1994. While the
Company has benefited from its acquisition in the
sawmill equipment business, start-up of the new
facility in Portland, Oregon and assimilation of new
products into the Hot Springs, Arkansas operations
represent a continuing challenge. Near-term
performance is being affected and longer-term
customer commitment could be affected by delays
currently being experienced in reducing
manufacturing cycle times and in meeting customer
delivery requirements. Management of the Company
is taking steps to address these problems, and a new
president has been appointed at CSMI, effective
March 21, 1994,
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Since the date of acquisition in 1992, the actual
amounts of the purchase price installments due in
1993 have been determined, through arbitration and
by agreement with Harvey, as a result of which the
total purchase price, including related costs, has
increased by $2.1 million, bringing the total
consideration, including provision for acquisition and
integration costs, to $38.2 million. The $2.1 million
increase in 1993 in the cost of acquisition has been
allocated to goodwill.

Notwithstanding the lower Hollybank sales, the
contribution to segment operating profit from the
mining operations was $8.0 million compared with
$0.6 million in 1992. Dosco Overseas’ operating profit
in 1993 included $4.5 million from equipment lease
income and machine spare part sales to British Coal
relating to British Coal’s downsizing and restructuring
programs. It is not anticipated that there will be an
equivalent element of profit in 1994. Dosco
Corporation'’s results in 1993 benefited from lower
product development costs relating to its prototype
Bendicar™ underground haulage machine. These
costs were mostly expensed in 1992.

Consolidated operating profits

After other net income and corporate expenses,
consolidated operating profits in 1993 were
$40.4 million (11.5% of sales) compared with
$43.7 million (12.9% of sales) in 1992.

Interest, income taxes and earnings from
continuing operations

Interest expenses increased from $8.0 million to

$9.8 million. CGTX's borrowing costs increased in
July 1993 as a result of its placing $60 million of its
borrowing requirement in the long-term debt market
for five and ten year periods (830 million for five years
at 7.60% and $30 million for ten years at 8.35%), in
anticipation of higher interest rates over these time
frames. Additionally, the Company’s interest income
was lower than in 1992, as a result of the financing of
the Harvey acquisition in December 1992 from cash
resources, and also as a result of the effect of lower
interest rates on remaining cash balances.

The effective rate of income taxes was 40.8% in 1993
and 40.6% in 1992,



railcar repair and maintenance facilities are
located in Montreal, Quebec; Moose Jaw,
Saskatchewan; and Red Deer, Alberta. These
facilities, at which CGTX repairs and maintains
its own railcars and those owned by its customers
play an important part in the company’s service

to customers. Above: a tank car undergoes repairs
at CGTX's Red Deer facility.
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After minority interest, earnings from continuing
operations were $12.3 million ($1.40 per share) in
1993 compared with $15.6 million ($1.81 per share)
in 1992.

Discontinued operations

In November 1993 the Company resolved to close
CSW and to close or dispose of Windsor Aerospace.

CSW manufactured wrought steel wheels, principally
for passenger and freight railcars and locomotives. Its
sales were primarily to domestic customers in Canada
since there are significant non-tariff barriers affecting
the export of railway wheels from Canada to the
United States. Due to reduced demand for railway
wheels from the Canadian railroads and to
competition from railway wheels manufactured by
the cast process, the market for wrought railway
wheels in Canada has been shrinking. The volume of
available business and the profit margins obtainable
on that business had become too low to sustain the
CSW operation or to justify the investment of further
capital in the business. CSW has been unprofitable in
each of the last four years and in 1993 made an
operating loss of $3.2 million on sales of

524.1 million. In 1992 the operating loss was

$0.3 million on sales of $26.7 million. Provision for
closure costs of $9.0 million, after tax relief, is included
in the cost of discontinued operations in the 1993
financial statements of the Company. These closure
costs relate principally to employee severance costs,
operating costs in the closure period to March 31,
1994 and the anticipated loss on disposal of assets.

Windsor Aerospace manufactures precision gears for
jet engines and other applications. The business has
been severely atfected by the current reduction in
demand from the aerospace industry. Sales in 1993
reached only $2.7 million and the division made a
small loss. The Company resolved in 1993 to close or
dispose of the business and a provision of $4.2 million,
net of tax relief, for the cost of disposal is included in
the cost of discontinued operations in the 1993
financial statements. It is expected that disposal or
discontinuance of the business will be completed by
the end of the current vear.

Net earnings

After the operating losses and discontinuance costs of
CSW and Windsor Aerospace ($15.5 million, net of tax
relief), there was a net loss for the year of $3.2 million
(30.49 per share) compared with net earnings of

$15.4 million ($1.78 per share) in 1992,

Year ended December 31, 1992 compared with year
ended December 31, 1991

§ millions 1992 1991
Sales
Transportation and industrial
products segment................. $1826 $179.9
Resource industry equipment
SEEMENT . wnssmommommmneemensas 156.3 181.2
3389 3611
Segment operating profit/(loss) A
Transportation and industrial
products segment................. 46.1 42.6
Resource industry equipment
segment...............ooo (0.3) (8.6)
458 340
Other net income .......................... 3.8 38
Corporate expenses. .., o coosmssevmean (5.9) (4.7)
Operating profit............................ 437 331
INTETest EXPETISe s ommamiiiiiie simmmnnes 8.0 5.7
Earnings before income taxes........... 357 27.4
Income taxes ..............ooooooe 14.5 10.6
Larnings before minority S
shareholder's interest ................. 2122 16.8
Minority sharcholder's interest......... 5.6 5:1
Larnings from continuing - o
OPETATIONS Jiviiiiisiiesmnmnn meemsmmmmnens 15.6 11.7
Discontinued operations................. - (0.2) 0.4)
Net earnings..............ccooooeiiieeii $ 154 5 113

The principal step taken in 1992 to enhance earnings
was the acquisition in December 1992 of the sawmill
equipment manufacturing assets of Harvey, Inc. and

Harvey Industries, Inc.
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is restructuring to concentrate on
grity, carbon, stainless and hea

_ » and other high-technology
markets. Above: the 50 ton furnace at CSF’s foundry
in Montreal.
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Transportation and industrial products segment

Sales from the Orenda and Middleton Aerospace
operations in 1992, at $89.5 million, were 4% lower
than the $93.5 million in 1991 and operating profits
were $11.3 million in 1992 compared with

511.8 million in 1991. Military jet engine repair and
overhaul revenues declined as a result of smaller
defence budgets and cutbacks in military spending.
The demand for engine components for commercial
usage was also affected by operating cutbacks and new
equipment cancellations and deferrals by commercial
airlines and other carriers. The volume of industrial
business, however, was higher in 1992 than in 1991.

CGTX had another good year, with revenues of
$66.6 million compared with $59.9 million in 1991
and operating profits of $32.5 million compared with
329.3 million in 1991, Fleet utilization remained
high despite the general weakness of the Canadian
economy and CGTX continued to add special-
purpose tank and freight cars to its fleet, for specific
customers. The overall level of fleet additions,
however, was lower than in the previous year.

Sales of CSF, at $26.5 million, were the same as in
1991, but operating profits improved from

$1.5 million to $2.3 million in 1992, reflecting
improved plant efficiencies resulting from better
material utilization and improved labour productivity
from a smaller workforce. During the year the division
pursued its policy of developing international
markets. The technology transfer agreement with the
Georg Fischer foundry in Switzerland, signed in 1991,
resulted in the sale in 1992 of the division's first
Pelton Runner hydro-electric turbine wheel. The

new chemical binder, sand mixing and distribution
system, installed in 1991, contributed to the
improvement in material utilization.

Resource industry equipment segment

The major improvement in the Company’s operating
results in 1992 took place in the resource industry
equipment segment. Sales were lower, at

$156.3 million compared with $181.2 million in
1991, but the 1991 loss of $8.6 million was reduced
to a loss of only $0.3 million in 1992.
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The sawmill equipment manufacturing operations’
sales increased, ahead of the December 1992 Harvey
acquisition, from $27.5 million in 1991 to $31.0
million in 1992. The operating result was still an
operating loss of $0.9 million in 1992 compared with
a loss of $6.7 million in 1991,

The sawmill sector began to recover slowly from
recession in 1992, recouping some of the volume
decline which had occurred in 1991. Lumber prices
started to improve towards the end of the vear and
the number of sawmill closures and partial closures
fell considerably. Spending on new capital
equipment by the forest products industry was,
however, still severely limited.

In December 1992, as already mentioned, the
Company acquired the sawmill manufacturing

assets of the Harvey companies, with manufacturing
operations in Arkansas, California and Washington.
The Harvey acquisition brought the Company
proven, state-of-the-art optimization technology
which addressed the needs of the forest products
industry to maximize lumber output from logs, given
the trend towards lower availability of softwood
lumber in North America.

The Harvey assets were acquired through CSMI, a new
U.S. subsidiary with headquarters in Portland, Oregon.
The assets acquired in California and Washington
were relocated to the Portland site. The Atlanta,
Georgia sales and service operations of the Company’s
Kockums CanCar operations were subsequently
transferred to and integrated with the Harvey
operations in Hot Springs, Arkansas in early 1993 and
the Surrey, British Columbia manufacturing
operations of the Kockums CanCar division were also
subsequently transferred to the Oregon and Arkansas
facilities, leaving a small sales and service facility in
place in Langley, British Columbia. A sales and
distribution office for CSMI has been opened in
Savannah, Georgia.



recogt
that trees seldom grow straight
and at a constant thickness, and
enables sawmill operators to
achieve higher lumber yields and
longer, stronger and straighter
dried lumber. Opposite: the curve
sawing portion of the cutting line
supplied by CSMI for the
Manning Diversified Forest
Products sawmill in Manning,
Alberta in 1993 and (inset) cut
lumber emerging from the curve

ng gang edger on the curve

y line supplied by CSMI for

feverhaeuser sawmill in
Bruce, M [
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Results from the mining operations improved in
1992. Although sales at $125.3 million in 1992 were
lower than the $153.7 million of 1991, there was a
contribution of $0.6 million in 1992 to segment
operating profit compared with a loss of $1.9 million
in 1991. The 1991 result reflected staff reduction costs
of $2.2 million for downsizing Dosco Overseas, and
$3.0 million in respect of contract drivage losses by
Hollybank due mainly to a particular drivage contract
in the United Kingdom.

Events were dominated by British Coal's
announcement in October 1992 that it would close
31 of its remaining 50 collieries. The British
Government commissioned a comprehensive review
of the coal industry and the wider energy industry in
the United Kingdom. Pending the outcome of the
review, all collieries remained open, but subsequent
events have proved that the effect of the review was
merely to slow down somewhat the process of colliery
closures. The U.K. coal industry appears likely to be
reduced to between 10 and 15 working collieries,
excluding any collieries that are owned and operated
privately.

In export markets, progress was made by Dosco
Overseas in enhancing the effectiveness of its sales
force and network of representatives. The first Dosco
roadheader machine manufactured in Poland under a
collaboration agreement was delivered in 1992, and
export sales were made during the year to France,
Spain, Chile, Korea and the United States.

Consolidated operating profits

After other net income and corporate expenses,
consolidated operating profits in 1992 were
$43.7 million (12.9% of sales) compared with
$33.1 million (9.2% of sales) in 1991.

Interest, income taxes and net earnings

Interest expense increased from $5.7 million in 1991
to $8.0 million in 1992, reflecting a full year's impact
of CGTX's June 1991 issue of $50 million of long-term
debt for three and five year periods ($20 million for
three years at 10.3% and $30 million for five years at
10.55%) and the lower income on cash balances
brought about by declining interest rates.

3
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Income taxes as a percentage of pre-tax earnings were
40.6% in 1992 compared with 38.7% in 1991. The
1991 tax computations included a credit of

$0.8 million in respect of tax relief brought forward
from earlier years.

After minority interest, net earnings for 1992
were §15.4 million ($1.78 per share) compared with
$11.3 million ($1.29 per share) in 1991.

Liquidity and capital resources

The Company’s financial position is strong, with
substantial shareholders’ equity, and no indebtedness
for borrowed money, other than that of CGTX Inc,,
the Company’s 55%-owned railcar leasing subsidiary.
At December 31, 1993, sharcholders’ equity amounted
to $243.6 million and the Company had cash
balances and short-term investments amounting to
$19.4 million, of which $1.2 million related to CGTX,
and long-term debt and bank advances amounting to
§122.5 million, all of which related to CGTX.

With the exception of $0.8 million of current
borrowings, all of CGTX's indebtedness of

$122.5 million was long-term debt secured on a
portion of CGTX's rolling stock fleet. CGTX's
indebtedness is without recourse to the Company.
The long-term debt of CGTX is comprised of first
mortgage equipment notes at fixed interest rates of
from 7.6% to 11.125% and maturities from 1994 to
2003, secured on railway rolling stock with a net
book value of $195.4 million at December 31, 1993,

CGTX's most recent issue of first mortgage equipment
notes, comprising $30.0 million five-year notes at
7.6% due in 1998 and $30.0 million of ten-year notes
at 8.35% due in 2003 was issued in July 1993 and was
accorded a debt rating of A(Low) by Canadian Bond
Rating Service.

The Company's debt to equity ratio at December 31,
1993 was 0.50:1.00; its current ratio was 1.49:1.00 and
working capital was $54.6 million.



is increasingly looking to sell equipment
to the civil tunnelling market in the United Kingdom.
Above: Dosco Overseas’ first full-face tunnel boring
machine, manufactured and sold in 1993 for use by
Sir Robert McAlpine Ltd. in a civil tunnelling proj
out to sea off the east coast of England.
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At December 31, 1992 the Company had shareholders’
equity of $254.0 million, cash balances and short-
term investments of $21.8 million, and long-term
debt and bank advances of $101.4 million, of which
$89.9 million related to CGTX. The Company’s debt
to equity ratio at that date was 0.40:1.00; its current
ratio was 1.31:1.00 and working capital was

$37.6 million.

The Company’s cash flow from continuing operating
activities in 1993 was $33.8 million, and its total cash
tflow for the year was $18.7 million. Cash flow

from operating activities has been positive in each of
the five years to December 31, 1993, averaging

$43.1 million per annum. Total cash flow over the
five years to December 31, 1993 was an outflow of
$51.5 million, of which $63.9 million was attributable
to the acquisitions of Middleton Aerospace and
Windsor Aerospace in 1990 and of the Harvey assets
in 1992, both of which acquisitions were financed
entirely out of cash resources.

Capital expenditure in 1993 amounted to

$40.2 million of which $28.7 million related to
CGTX. Over the five years to December 31, 1993,
capital expenditure on property, plant and
equipment, excluding acquisitions, has amounted to
$207 million, of which $168.2 million related to
CGTX. Over the same period, depreciation amounted
to $88.7 million, of which $61.8 million related to
CGTX. The Company’s capital expenditure, other
than CGTX's expenditure on rolling stock, is
generally directed towards compliance with
regulatory requirements, maintenance of existing
manufacturing and other capabilities, and
expenditure on facilities, plant and equipment
designed to enhance product quality and reduce cost.

Capital commitments at December 31, 1993
amounted to $8.8 million, of which $6.9 million
related to CGTX.

The Company has unsecured operating lines of credit
with Canadian chartered banks amounting to

$80 million. None of these facilities were in use at
December 31, 1993. In addition, CGTX has
unsecured operating lines of credit with Canadian
chartered banks amounting to $100 million, of which
$0.8 million was in use at December 31, 1993.

Other than CGTX's expenditures on rolling stock fleet
additions, which have generally been financed by
CGTX's earnings and by related long-term debt, the
Company's working capital and other cash
requirements have historically been met through
internally-generated funds and from cash resources.

Management believes that CGTX's cash requirements
for rolling stock fleet additions will continue to be
generally financed by CGTX's earnings and by related
long-term debt, and that internally-generated funds,
cash resources and existing credit facilities will be
sufficient to support the Company’s other growth and
expansion for the foreseeable future.

The Company’s financial results are reported in
Canadian dollars. 54% of the Company's consolidated
sales in 1993 were generated by its subsidiaries in the
United States and the United Kingdom and 17% of
the sales of its Canadian operations were exported
from Canada. Approximately $142.0 million (26%)
of the Company’s total assets are located outside
Canada, and approximately $31.6 million (10%) of
the Company’s total liabilities are denominated in
U.S. dollars and pounds sterling. In general, a decline
in the value of the Canadian dollar makes the
Company more competitive in export markets, and is
favourable to its financial results and cash flow.
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Hawker Siddeley Carrada Inc
Auditors’ report to the shareholders

mm._

We have audited the consolidated balance sheets of Hawker Siddeley
Canada Inc. as at December 31, 1993 and 1992 and the consolidated
statements of earnings and retained earnings and cash flow for the years
then ended. These financial statements are the responsibility of the
Company’s management. Our responsibility is to express an opinion

on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted
auditing standards. Those standards require that we plan and perform
an audit to obtain reasonable assurance whether the financial
statements are free of material misstatements. An audit includes
examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial
statement presentation.

In our opinion, these consolidated financial statements present fairly,
in all material respects, the financial positions of the Company as at
December 31, 1993 and 1992 and the results of its operations and the
changes in its cash flow for the years then ended in accordance

with generally accepted accounting principles.

B, Hhbdon
Price Waterhouse

Chartered Accountants
Toronto, Ontario

February 7, 1994
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Hawker Siddeley Canada Inc.

Consolidated statements of earnings and retained earnings
for the years ended December 31, 1993 and 1992

[HAWKERRERSIDDELEVAC. e i 2 ey S e S I TS S et e s e SRRt et e R e i)

$ millions except where indicated 1993 % 1992 %
Earnings
T S e e o s R o T us e o ks e RS $ 351.7 100.0 $3389 100.0
Cost of sales, selling and administrative expenses ................. 285.1 81.1 276.2 81.5
Pepreciation andiamortzation:; ... i B e 26.2 7.4 19.0 5.6
3hl:3 88.5 295.2 87.1
Operatingmrofit: = s e e 40.4 11.5 43.7 12.9
I eTes e DO MoE ) i e v e e e s 9.8 2.8 8.0 2.4
EarningsibetoreHehRieitaRest err v rn F e e 30.6 8.7 35.7 10.5
[hcome faxes Gl smaRiE e e o i e e 125 3.6 14.5 4.3
Earnings before minority shareholder’s interest.................... 18.1 S:1 21.2 6.2
Minority shareholder’s interest ................ccccceeerivveeiiiiinnnn. 5.8 1.6 5.6 1.6
Earnings from continuing operations ......................c.......... 12.3 3.5 15.6 4.6
Loss from discontinued operations (note 5)................cc.cooene... (15.5) (4.4) (0.2) (0.1)
Netearnings/{loss)ofthe year............ o it e $-132) (0.9) =154 4.5
Earnings/(loss) per share (8 per share)
COnHMINEODEEANONS T s i B $ 140 $ 181
Discontinued operations: .l st i i (1.89) (0.03)
$ (0.49) $ 178
Retained earnings
Balance beginminoofveare: oo ou Lo $ 186.9 §181.1
Netlearningsflesshofithevear o s o s avi (3.2) 15.4
183.7 - 196:5
Dividends
Preferred S HareS i e ot i e e s A 0.8 0.8
oA SN e e e 8.8 8.8
9.6 9.6
Balance=endObVear e s n s s s $ 174.1 § 186.9
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as at December 31, 1993 and 1992
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$ millions 1993 1992

Assets

Current assets
Cltl i e e i e e $ 124 $ 103
Short-term investmentS Mot B St e o e e 7.0 11.5
Accoumisaecaivables o e e e e o S 72.7 68.5
IncometaXesTecoverable i nn T a n et . A e e 6.5 2.1
INvERtOHes - oo o s R R e T e e e e 65.1 63.0
Prepaid eXpenses . i i s il e e e 2.7 2.9

 166.4 T 1583

O e e T 592.7 569.3
Accuthillated - deprecialion: ..o G e T e (247.1) (236.9)
345.6 332.4
Other assets
GoodWIE (HBIET) v T e e S T i D T 12.1 99
Qi To T o) (SR LT Tl g e e e S e R S s S et 13.4 18.6
Peferred pension asseb note0) i s i G i o sms o shnoh s s S e 15.6 13.5
41.1 42.0
$ 553.1 3-532:7
Approved by the Board:
s JidT Mone
John F. Howard Keith F. Moore
Director Director
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1993 1992
Liabilities
Current liabilities
LT s b e (6 o e e e R o e oy s Y R P gL e $§ 08 $ 219
Accounts payable and accrued liabilities....................ooo 76.9 70.7
Dividends Payable ............cccoioiiiiiiiii e 24 24
Income taxes and other taxes payable............ccoooooiiiiiiii 5.7 S
AdVaNCES ON-SA1CS COTMTACES oo st s s as s Suwthn ve casduetissusssssns iy neas DREA RSB Swan Ao RS 34 2.2
Current portion of long-term debt (note 10)...........oocoiiiiiiiiiin 22.6 17.8
111.8 120.7
Long-term debt less current portion (note 10)...........c.oooeoeiiieiiiiim . 99.1 61.7
Deferred INCODABEARES: (oo oo s oot st amrmn trs e s v esis sona s mrad e oot b e T 50 R a U S A e s 50.9 52.4
Minority shareholder’s interest in subsidiary company................ccconn 47.7 43.9
309.5 278.7
Shareholders’ equity
Capital stock (note 11)
Issued and fully-paid:
T e A r fel o e e e L e SRR L e e eI O NODCE ORI 14.0 14.0
(G0 e 113 B T e o e P T o (e P 0 DT L T v Dy 553
Retained ATIIES .. ...ovvieieiinieiiieerieraessras i fiobbbbtdi st eas s e e s sons b as bbb s aa e s s s ad s 174.1 186.9
Currency translation aCCoUNt (ote 12)..........ooouiiirioiiiiiiir 0.2 (2.2)
243.6 254.0
$553.1 $ 532.7
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Consolidated statements of cash flow
for the years ended December 31, 1993 and 1992
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$ millions 1993 1992
Operating activities
Earningsbefore income taXess = e e s e e $ 30.6 3:35:7
Taxatiompayments: s s m ) = e e e e e (9.0) (6.7)
Proceeds on sale of property, plant and equipment ................................ 9.3 1.3
Depreciation of property, plant and equipment....................ccoceeeeeeinnn. 1 18.5
Amortization of goodwill and other intangible assets ............................. 6.5 0.5
Increase Inideterted penslon st e (2.1) (2.6)
Other i e e 0.1 (0.5)
8581 46.2
Working capital
Accounts receivable and prepaid expenses................c..cccccoeeiieeiinnn, (4.8) a9y
IV el es o s e e e e e e L e (3.8) 10.1
Accounts payable and accrued charges, and other taxes........................o....... (12.7) 0.4
(213 64
Cash flow. from Gperating actvities . L e vt s 33.8 62.6
Financing activities
Common shares issued (note 11) ..............oivviniinnnn R T e - 0.3
Increase/(decrease)in longtermidebt s v e i e 41.8 (7.8)
Dividends to minority shareholder in subsidiary company ...................... (2.1) (2.1)
Cash flow from financmgactivitlessntiimn iy s s 39.7 9.6
Investment activities
AcquisiionofbusinessesimoteMI T i ar nd i e (2.1) (36.1)
Purchase of property, plant and equipment ..........c........ooovvivieriieninnnnn, (40.2) (25.7)
Cash flowifrom investmentacvities: . o e e s (42.3) (61.8)
Unrealized foreign currency translation gain/(loss)
on net current assets of foreign subsidiaries ................................... 0.8 (0.7)
Cash flowbeforedividends - ..o miing . e e 32.0 (9.5}
Dividends paid on preferred and common shares ................................ (9.6) (9.6)
Cash flow attributable to continuing operations.................................. 224 iA9)
Cash flow attributable to discontinued operations.................................. (3.7) =59
Cash flow:of theNearl o v e e 18.7 (21.0)
Funds (cash and short-term investments less bank advances)
BegiNNEOLYear: = i e e e (0.1) 20.9
2Tl ) e PR e o e e R e $ 18.6 $ (0.1)
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The consolidated financial statements are prepared in accordance with accounting principles
generally accepted in Canada and reflect the policies set out below.

Basis of consolidation
The consolidated financial statements of the Company include the financial statements of all
subsidiaries. The operating results of operations disposed of or discontinued and gains and losses
on disposal or discontinuance are segregated and stated separately in the consolidated
statement of earnings.

Foreign currency translation
The financial statements of the Company'’s foreign subsidiaries, all of which are considered
self-sustaining, are translated into Canadian dollars as follows:
» assets and liabilities - at the rates of exchange in effect at the balance sheet date.
= revenue and expense items - at the average rates of exchange for the year.

Unrealized exchange gains and losses arising on the translation of the financial statements of
foreign subsidiaries are deferred and taken to the currency translation account in the shareholders’
equity section of the consolidated balance sheet.

Transactions of the Company and its Canadian subsidiary, denominated in foreign currencies, are
recorded in Canadian dollars at exchange rates in effect at the related transaction dates. Monetary
assets and liabilities denominated in foreign currencies are adjusted to reflect exchange rates at the
balance sheet date. Exchange gains and losses arising on the translation of monetary assets and
liabilities are included in the determination of earnings of the year except for unrealized exchange
gains and losses on long-term debt which are deferred and amortized over the remaining terms of
related obligations. Other exchange gains and losses, including amortization of such amounts
relating to long-term debt, are included in the consolidated statement of earnings of the year.

Short-term investments
Short-term investments are recorded at the lower of cost and market value.

Inventories
Inventories are valued at the lower of cost and net realizable value less progress payments.

Property, plant and equipment
Property, plant and equipment, including expenditures which improve or prolong the useful lives
of such assets, is stated at cost. Property, plant and equipment obtained through acquisitions is
stated at its fair value at the date of acquisition.

Depreciation is computed on a straight-line basis at rates based on the estimated useful lives of
the assets. Estimated useful lives generally are forty years for buildings, twenty to thirty years for
railway rolling stock and thirteen years for machinery and equipment. Leasehold improvements
are amortized over the terms of the leases.

Maintenance and repair costs of a routine nature are expensed as incurred.
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Goodwill
Goodwill is amortized on a straight-line basis over its estimated life or forty years,
whichever is less. Any goodwill remaining at the time of disposal or discontinuance
of the operation to which it relates is written off in the year of disposal
or discontinuance.

Other intangible assets
Other intangible assets are amortized on a straight-line basis over their estimated lives
or twenty years, whichever is less. Intangible assets remaining at the time of disposal
or discontinuance of the operation to which they relate are written off in the year of
disposal or discontinuance.

Revenue recognition
Sales are recorded at the time the product is shipped or the service performed. On
major contracts, sales and earnings are recognized on a percentage of completion basis.
Provision is made for losses in the year in which they are first foreseen.

Pension costs and obligations
Pension costs are calculated, prorated on service, using the accrued benefit method
of actuarial valuation with projected earnings where appropriate.

Pension plans are actuarially valued at least every three years. Adjustments arising on
valuation are taken to earnings over the expected average remaining service life of the
relevant employee group.

Income taxes
The deferral method is used in accounting for income taxes. Timing differences giving
rise to deferred income taxes relate primarily to:
= depreciation and amortization - where the amounts claimed for income tax purposes
differ from the amounts written off for accounting purposes.
= other items — where amounts included in the earnings statement differ from amounts
recognized for income tax purposes.

Earnings per share

Earnings per share are calculated using the weighted average number of shares
outstanding during the year.
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Notes to the consolidated financial statements
for the years ended December 31, 1993 and 1992
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i

Acquisition

On December 1, 1992 the Company, through a new wholly-owned U.S. subsidiary, Consolidated
Sawmill Machinery International Inc. (“CSMI”), acquired certain of the assets and assumed certain
of the liabilities of the sawmill equipment manufacturing businesses of Harvey, Inc. and Harvey
Industries, Inc. with their principal place of business in Hot Springs, Arkansas. The consideration,
payable in cash at various dates in 1992 and 1993, was estimated to be $30.3 million

(U.S. $23.8 million).

The acquisition was accounted for by the purchase method. The estimated total consideration of
$36.1 million, including provision of $5.8 million for acquisition costs and the costs of integrating
CSMI and the Company’s Kockums CanCar sawmill equipment manufacturing businesses in
Canada and the United States, was allocated at December 31, 1992, based on the estimated fair
values of the assets acquired and the liabilities assumed at the date of acquisition, as follows:

§ millions
A CCOUNS TOCRIVADIE e e o e e e S A e e PP S Y VLA N NS S oS Un P PR O e a e $ 48
VeI OTIES S . o vsia s vieeit rsi thasbamonis sase s s e S e e e 7 oA SRR A KR AR n e AN sk 3.2
Land and BUIGIAES. ... .iocioie il ovinioneenainncvnisbesatosuasn i nssssbmaasasne ke sarin b s b Ak ek nen s s s s ans dnsantes 2.2
Plant and eqUIBIIBNT .~ o o oot ianiiis o v sns s e namas st st b4 an R sk R 3.6
Intellectual property and other intangible assets..............oooiir i =1L
31.7
et e e e e e e e T e e S PRy o e P i 9.3
Accounts payable and accrued liabilities, and advances on sales CONtTACES ..........ooooovricnncnvnceeens (4.9
$ 36.1
SRS

Since December 31, 1992 the actual amounts of the purchase price installments due in 1993 have been
determined, through arbitration and by agreement with Harvey, Inc. and Harvey Industries, Inc., and
the total purchase price has been increased by an amount of $2.1 million, including related costs. This
amount has been reflected in 1993 as an additional element in the cost of the acquisition, and allocated
to goodwill.

Research and development costs

Research and development costs incurred and expensed in 1993 amounted to $3.8 million
(1992 — $4.4 million).
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Interest expense

$ millions 1993 7 1992

Interestonlong-termdebts i o e o i e e e s e $10.2 $:29:1

Other Het TS I DI e e e o s TR A A T e St s e s (0.4) (1;3)
$ 98 $ 8.0

Other net interest income in 1992 included interest on advances to an affiliated company, at

commercial rates of interest, of $0.4 million. These advances were repayable on demand.

Income taxes

$ millions 1993 = 1992

GOt O IR e R i i T e e e $ 6.6 S o5}

Peferred INCOMEIEXES-Tars e s e e e e e EEEE e T 5.4
$125 $ 14.5

The provision for income taxes was made up as follows:

$ millions 1993 1993

Provision:at stattitoryratesofAncomelaXs e v i e $ 13.0 $-154

Effect of manufacturing and processing tax credits....................covoovevviiviiiiieiinnin, (0.3) (0.6)

Other ddfnstmentS s S e e, e e e e e (0.2) -
3:12:5 $14.5

Accumulated income tax losses of U.S. subsidiary companies as at December 31, 1993 amounted to U.S.
$24.9 million (December 31, 1992 - U.S. $26.6 million). These income tax losses are available to reduce
future taxable income of U.S. subsidiary companies. The income tax losses expire at various dates during
the period from 1997 to 2008. The amount of loss relief which may be applied against taxable income in
any one year, for losses incurred prior to 1992, is subject to restriction as a result of the change in the
ultimate control of the Company which took place during 1991.

Accumulated expenses of U.S. subsidiary companies charged against income but which had not yet
become deductible for income tax purposes at December 31, 1993 amounted to approximately U.S.
$4.6 million (December 31, 1992 - U.S. $2.8 million).

The potential tax benefits of approximately U.S. $10.0 million, at 1993 income tax rates, relating to the
above income tax losses and expenses have not been recognized in the consolidated financial statements.



Hawker Siddeley Canada Inc.

[HAWKER] |
5. Discontinued operations
During 1993 the Company decided to discontinue the operations of two business segments, as follows:

= On November 19, 1993 it was decided to discontinue the operations of Canadian Steel Wheel Division,
which manufactured wrought steel wheels for railway passenger and freight cars and locomotives, and
industrial wheels, by winding down operations during the first quarter of 1994 and by liquidating the net
assets of the division.

= On November 19, 1993 it was also decided to discontinue the operations of Windsor Aerospace
Division, which manufactured precision gears and other components for the aerospace and other
industries, by selling the business and assets of the division, or by winding down operations during
the first half of 1994 and by liquidating the net assets of the division.

The operating results and discontinuance costs of these business segments were as follows:

$ millions 1993 1992
Sl e e T e e ke G T $ 268 $ 311
OPEIAtING I0SS ......ovviritianieninssenti et sttt (3.7) (0.3)
ESEOT AR COSES s e i L e e s  s (20.9) -
(24.6) (0.3)
e A E ol o b e e T e L O e P L T e P e e et 9.1 0.1
$ (15.5) $ (0.2

The remaining net assets of these discontinued operations at December 31, 1993 amounted to
$3.8 million (December 31, 1992 — $24.9 million), and were as follows:

$ millions 1993 1992
CUITeIt ASSPtS e e T e o e T s o e e T e e s Vo o | $=177
Property, plant and eqUIPmMent .............ccooovriiiiiniiii s s 10.7 11.1
CHITenE D e T e R T R e e D (22.0) (3.9
3 - 38 $§ 249

The current liabilities of $22.0 million at December 31, 1993 include $20.1 million in respect of the
remaining balance of the provision for discontinuance costs.
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6. Property, plant and equipment

1993 1992
Accumulated Accumulated
§ millions Cost depreciation Cost depreciation
Land and land improvements...............ccc.oooiiainns 367 35155 $=—74 $:—16
Buildiigs i i e e 39.9 27.9 49.1 30.8
Railway rolling stock leasing fleet......................... 419.2 140.8 393.8 128.8
Other plantand equipment ... s 126.9 76.9 119.0 57
$ 592.7 $ 247.1 $ 5693 $ 2369
T
7. Goodwill
§ millions F09:% 1992
Bdlange=heninninmof yeaiess—n e e e e e 3 99 $ 06
AdditionsidutinEyeatadedl o nnis e e 21 9.3
Writezoff onidi SO e e i e (0.2) -
Amortization ... o e e e e e (0.7) 0.1)
Exchangeand'otheradjustments. & iia i s hanr e o 1.0 0.1
Balante=endiatyear s e e s e e e e e =121 352009

The estimated useful life over which goodwill is being amortized is generally twenty years.

8. Other intangible assets

Other intangible assets principally comprise the values of intellectual property and covenants not to
compete arising from acquisitions.

§ millions 1993 1992
Balance=heginhinrot Vel = 0 = e 1 $ 186 ya=—=ul0)
Addiicnsdnrigfvermomll- s oo e e e - 17.9
AT Z AN s e s e e e e e e e g (5.8) (0.4)
Exchapgeadiustiient ————— — === = e 0.6 0.1
Balance—end-ofyedt=. . S s e e $ 134 § 186

The estimated useful lives over which other intangible assets are being amortized range from one
to ten years. The total cost and accumulated amortization to date of other intangible assets are
$20.6 million and $7.2 million (1992 - $19.8 million and $1.2 million) respectively.
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9.

10.

Deferred pension asset

The Company maintains defined benefit plans which provide retirement benefits for essentially all
employees, based upon the length of service and, in certain cases, the final average earnings of the
employee.

The estimated actuarial present value of accrued pension benefits at December 31, 1993 was $106 million
(December 31, 1992 - $96 million) and the average market value of pension fund assets was $178 million
(December 31, 1992 - $159 million).

The deferred pension asset of $15.6 million at December 31, 1993 (December 31, 1992 - $13.5 million)
represents the amount by which the actuarial value of pension plan surpluses recognized by the Company
in income and payments by the Company to pension funds exceed cumulative pension costs.

Long-term debt
$ millions 1993 1992

First mortgage sinking fund equipment notes
Notes due from 1994 to 2000 at 10.25%

(U.S. $1.75 million; 1992 - U.S. $2.0 million)........oooooiiininnnnnnes 3 2 $23
Notes due from 1994 to 1999 at from 9.125% t0 11.125% ..........ooevviiiiinennns 9.6 12.2
First mortgage equipment notes
Notes due in 1993 at 111090, . cccooiieuiemiiiinniiinmnnrmesisesiatnesasicssasamnnmnnsiesrunssnes - 15.0
Notes due in 1994 at 10.3%0. .......oovvrueiiimsiiemmiesiuiiiasiiistnasissenrssrncean 20.0 20.0
Notes due in 1996 at 10.55% ......coovvmeeeiaaamiirnnrsaaeeeeesirasiernrrrrnsiassannasiaees 30.0 30.0
Notes due in 1998 @t 7.6%0.....covrneerrirerrmneeemuunie et sarsettsssas 30.0 -
Notes due in 2003 2t 8.35%0....uvureeerrnnnrirrniiermuirerri sttt 30.0 -
Total 1ong-term debt.........oiveomisieistoiminirrisnsstes s 121.7 79.5
less:
Portion due WIthilnl OTI8 FBAL .........uuuvimrrreeetiiiiasiiiiniiiees it aaiiiniaasiiitiaie s 22.6 17.8
$99.1 $ 61.7

Repayment of long-term debt over the next five years is as follows: 1994 — $22.6 million; 1995- $2.3 million;
1996- $31.8 million; 1997 - $1.8 million and 1998~ $31.8 million.

All the long-term debt relates to CGTX Inc., the Company’s 55%-owned railway rolling stock leasing
subsidiary, and is secured on railway rolling stock of CGTX Inc. with a net book value at December 31, 1993
of $195.4 million (December 31, 1992 - $128.7 million).
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11.

12.

153

14.

38

Capital stock
The authorized share capital of the Company is as follows:

140,000 5%% cumulative redeemable preferred shares of $100 each.
An unlimited number of preferred shares junior to the 5%% cumulative redeemable preferred shares.

An unlimited number of common shares.

The issued and fully-paid share capital of the Company as at December 31, 1993 and 1992 was as follows:

§ millions 1993 7 1992
140,000 5%% cumulative redeemable preferred shares of $100 each .................... $ 14.0 § 140
8,199,601 common:ahatesss = S = s e e e s 55.3 833

$ 69.3 $ 69.3

58,500 5%% cumulative redeemable preferred shares (41.8% of the Company's outstanding 5%%
cumulative redeemable preferred shares) and 4,816,646 common shares (58.7% of the Company's
outstanding common shares - note 15) are beneficially owned by BTR plc, London, England.

The 5%% cumulative preferred shares are redeemable at the option of the Company at $105 per share.

At December 31, 1993, stock options to senior executives and a former senior executive of the
Company were outstanding in respect of 69,050 common shares (1992 - 67,050 common shares). These
options are exercisable by the holders at from $22.00 to $24.00 per share and expire at various dates
during the next five years. During the year, no options were exercised (1992 — 15,300 common shares
were exercised for a total consideration of $300,000).

The weighted average number of common shares outstanding during the year was 8,199, 601
(1992-8,197,608).

Currency translation account

$ millions 1993 1992
Balance=bepinningofyear.. s e R oS e $ (2.2 $ (1.5
Adjustiens of thewear =0 B i0 e ot iy ol s 2.4 (0.7)
Balance-endiofyear. o0 e $ 02 1. (22)
Related party transactions

There have been no material transactions between the Company and related parties, other than the
advances to an affiliated company referred to in note 3.

Reclassification of figures

Comparative figures have been reclassified where appropriate to reflect figures relating to discontinued
operations in conformity with the presentation of the year ended December S L893;
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15. Subsequent event

On February 7, 1994 it was announced that BTR plc had agreed with a syndicate of underwriters to sell
for $121.6 million ($25.25 per share) the 4,816,646 common shares of the Company (note 11), which
are held by HSC Hawker Canada Ltd., a wholly-owned indirect subsidiary of BTR plc. The sale would be
by way of a private placement of special warrants exchangeable into the common shares of HSC Hawker
Canada Ltd. on a one-for-one basis following receipts being obtained from provincial securities
commissions in Canada for a prospectus qualifying the common shares of HSC Hawker Canada Ltd. for
sale to the public and following satisfaction of certain other conditions.

Subject to the prior approval of the Company's shareholders and the satisfaction of other conditions, it
is anticipated that the Company and HSC Hawker Canada Ltd. would amalgamate and continue as one
company under the name “Hawker Siddeley Canada Inc.” At the time of the amalgamation, HSC
Hawker Canada Ltd. would have no assets other than the 4,816,646 common shares of the Company
and, if the amalgamation were to occur before April 15, 1994, a quarterly dividend on these shares,
declared on February 7, 1994, and receivable on April 15, 1994. At the time of the amalgamation, HSC
Hawker Canada Ltd. would have no liabilities other than, if the amalgamation were to occur before
April 15, 1994, a dividend payable in an amount equal to the amount of the dividend to be received on
April 15, 1994, which would be paid by HSC Hawker Canada Ltd. on April 15, 1994 to the persons who
would become its shareholders immediately following the exercise of the special warrants and prior to
the amalgamation. Accordingly the amalgamation would not affect the financial position of the
Company.

The amalgamation would require approval by two-thirds of the votes cast by holders of the common
shares and of the 5%% cumulative redeemable preferred shares of the Company, present in person or
represented by proxy, voting together, at a special meeting of shareholders to be held on March 28,
1994.

On the amalgamation, holders of common shares of Hawker Siddeley Canada Inc. (other than HSC
Hawker Canada Ltd.) would receive common shares of the amalgamated company on a share-for-share
basis. Holders of the 4,816,646 common shares of HSC Hawker Canada Ltd. would receive common
shares of the amalgamated company on a share-for-share basis and the 4,816,646 common shares of
Hawker Siddeley Canada Inc. held by HSC Hawker Canada Ltd. would be cancelled. Holders of 5%%
cumulative redeemable preferred shares of Hawker Siddeley Canada Inc. would receive 5%% cumulative
redeemable preferred shares of the amalgamated company, with the same terms and conditions.
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By industry segment

$ millions

Total sales
1993 1992

External sales
1993 1992

Operating
profit/(loss)
1993 1992

Transportation and

industrial products
Resource industry equipment

$166.2 §182.6
185.5 156.3

$166.2 §182.6
185.5 156.3

$ 328 § 461
77 (0.3)

$351.7 §338.9

$351.7 §338.9

$ 405 § 458

Depreciation Capital
and amortization expenditure Identifiable assets
§ millions 1993 1992 1993 1992 1993 1992
Transportation and
industrdaliproducts.i=os S =miias s $17.9-:-5-169 $ 343 § 228 $3583 §$344.6
Resource industry equipment 8.2 159 6.0 2.7 136.6 129.5
$ 261 §$ 188 $ 403 § 255 $4949 §474.1

= The segmented information reflects the following components:

Transportation and

industrial products

Resource industry equipment

Components and repair and overhaul of jet engines and
industrial gas turbines; steel castings for hydro and industrial
markets; and leasing and repair of railcars.

Sawmill equipment for the forest products industry; mining
equipment for the coal and soft-rock mining industries;
contract mining services; and other products and services
for mining and civil engineering.

= There are no inter-industry segment sales. Inter-geographic segment sales, reflected in total geographic

sales, are as follows:

$ millions 1993 1992
Y B R e e o R e e o TR A T $ 5.6 $ 94
VIt St es s R R e e e P e s e e 7.0 0.5
United KIngdom: i s i e s e e e 1.6 1.9

$14.2 $11.8

Inter-segment sales are accounted for at prices comparable to open market prices.

= Canadian export sales, primarily to customers in the United States, were $28.4 million (1992 - $§41.4 million).
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By geographic segment
Operating
Total sales External sales profit/(loss)

$ millions 1993 1992 1993 1992 1993 1992
o e e e $166.8 §188.5 $161.2 $179.1 $ 338 § 429
hlted Statesa et o 97.1 44.4 90.1 43.9 (0.5) (1.2)
Iniiedainodomseseiie Trmiis e 2 102.0 117.8 100.4 14859 7.2 4.1

$365.9 §350.7 $351.7 33389 $ 405 § 458

Depreciation Capital
and amortization expenditure Identifiable assets

§ millions 1993 1992 1993 1992 1993 1992
GANAUH R vt O em R ] S $ 171 § 163 $ 335 § 230 $352.9 §345.0
Enited States - 7.9 1.5 6.0 0.4 82.1 67.2
United Kingdom =5 ivel i in ., 1 1.0 0.8 Al 59.9 61.9

$ 261 % 188 $ 4033255 $494.9  §$474.1
= Transportation and industrial product external sales relating to leasing operations were $71.6 million

(1992 - $66.6 million).

= Segmented operating profit reconciles with net earnings/(loss) as follows:
§ millions = =i £ 1993 1992
Se A O A P O R e e e i el Do $ 405 § 458
B i T P T T e e e e T B T T e D D T e e e T el e T 3.2 3.8
B OTROrate RLDeISes s M et e A e o o e e 3.3) (5.2)
BpeR R PO e e e T T e 40.4 43.7
InterestieRpensei et ilmte s o o e e S e e L 9.8 8.0
BArain g e ot AN COm e A RS s e e e L e 30.6 35.7
e eT 1o 0 (ot e e s e S S s s S sl A e et S e B e S 125 14.5
Farningsibefore minotity:shareholders mtereston o il 18.1 21.2
MintotiEsl AT Rold e AT eToOR e el e o e S T s AT e 5.8 5.6
AN gsiTom coNtIUINE OPEEaBOIIST ol oo oo iveoioos dnssmgoierhnassmsihs i see sis ToaaRs Py st 12.3 15.6
DR e i s b s Al e e re e e e T T (15.5) (0.2)
SR R e e e e e e $ 5325154
= [dentifiable assets reconcile with total assets as follows:
$ millions 2 1993 1992
Jdent i ab e as el s i e s e L e e e e e S R $4949 $474.1
Assets oF discontintied operatlons. oo e i e e e 25.8 30.1
Y L e N e e e e e el e oo oL g S s bt S T Ty 324 28.5
Totaliassels. o e e e e B T T T AT T T Bi5531 35327
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Hawker Siddeley Canada Inc.

Quarterly financial information (unaudited)

for the years ended December 31, 1993 and 1992

(HAWKERQ JSIDDELEY

First Second Third Fourth
$ millions except where indicated - quarter quarter quarter : qparter Year
1993
Sales .ot e e T e e e $ 849 $ 884 $ 86.1 $ 923 $351.7
Operatingprofit.....c.s e aiie v 10.3 13.9 11.4 48 40.4
Operating profit percentage..................eeoeeen. 12.1% 15.7% 13.2% 5.2% 11.5%
Earnings/(loss) from continuing operations........ 3.2 5.8 3.7 (0.4) 12.3
Lass from discontinued operations.................. (0.1) (0.3) (1.3) (13.8) (15.5)
Net earnings/(loss) of the year ........................ 3.1 5.5 24 (142) @2
Earnings/(loss) per share (dollars)
Continuing operations...............u.veserssnsas $ 037 $ 0.68 $ 043 $(0.08 § 140
Discontinued operations .......................... (0.02) (0.03) (0.16) (1.68)  (1.89)
- 035 0.65 e 176) (0.49)
Dividends per share (dollars)...............cceeeeiunnaeee. $-027 $ 0.27 $ 027 $ 0.27 $ 1.08
1992
Sales o $ 817 $ 852 § 833 $ 88.7 $ 338.9
Operating:profit.- o sa i S o 7.6 10.9 12.9 12.3 43.7
Operating profit percentage............cccccoceeeennn, 9.3% 12.8% 15.5% 13.9% 12.9%
Earnings from continuing operations................ 1.8 4.0 Sl 4.6 15.6
Earnings/(loss) from discontinued operations...... (0.1) (0.1) 0.1 (0.1) (0.2)
Net earningsoftheivear . s 157 3.9 5.3 4.5 15.4
Earnings/(loss) per share (dollars)
Continuing operations...............ccceceeeeeeens $ 019 $ 047 $ 0.61 $ 0.54 $ 1.81
Discontinued operations .......................... (0.01) (0.02) 0.01 (0.01) (0.03)
0.18 0.45 0.62 0.53 1.78
Dividends per share (@dollars).............cooeveveeeeennen. $ 0.27 $ 0.27 $:50:27 $ 0.27 $ 1.08

Notes

= 1993 fourth quarter operating profit of $4.8 million is after providing $4.4 million for the restructuring of Canadian Steel Foundries Division

and $1.1 million for disposal of hazardous waste material at Orenda Division.

= The operating results and discontinuance costs of businesses discontinued in 1993 were as follows:

First Second Third Fourth
§ millions quarter quarter quarter quarter Year
1993
Sdles: s e e e R e M e e s 7.2 $° 76 $ 5.2 $ 68 $ 268
OPETAtMGI08S .. 5. o osn s e By e i s 0.2) (0.4) (2.1) (1.0) (3.7
Discontinuance 0oSts: . v it e e Mg et e e e = - = (20.9) (20.9)
0.2) (0.4) (2.1) (21.9) (24.6)
Licometax relief o T o intmtitaa s o et e 0.1 0.1 0.8 8.1 9.1
5 (01 $ (0.3) $:-(13) $ (13.8) $ (155
1992
Sales e T A e e et b 8.5 $ 86 $ 6.2 5. =78 $ 311
Operatingearnings/(10s8) & o L i amheseas (0.2) (0.2) 0.2 (0.1) (0.3)
IEcomie A R P R e Tvs oy e S v e 0.1 0.1 (0.1) =2 0.1
§ (01 § (0.1) $ 0.1 5 (0.1) § (0.2)
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Hawker Siddelev Canada Inc,

Segmented information

[HAWKER] JSIDDELEY

By industry segment By geographic segment

B Transportation and industrial ®m Canada

m Resource industry equipment ® United States

m Total ®m United Kingdom

u Total
Sales Sales
$ millions 3 millions
| 93 :

s —seauEEE

|
\
‘ 92 e, : : |
|

, L | | L I
0 50 100 150 200 250 300 350 400 450 SO0 0 50 100 150 200 250 300 330 400 450 500

Segment operating profit/(loss) Segment operating profit/(loss)

§ millions $ millions

50 60 70 80 90 100 0 10 20 30 40 50 60 70 80 90 100

0 100 20 30 40
Identifiable assets Identifiable assets
§ millions § millions

0 50 100 150 200 250 300 350 400 450 500 0 50 100 150 200 250 300 330 400 450 500
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Ten-year financial information

[HAWKEAN =R S IDDELE VU THa I8 e ooty SO T RE: SR TS Ao | == SN 3] s St R T = e V2 P L | RGN v 3% e e P ARA DA | i = 3t e 2

§ millions except where indicated 1993 1992

Operating results

BB $ 351.7 $338.9
Operaling Profit. o 40.4 43.7
Percentage operating profit ... 11.5% 12.9%
Earnings from continuing operations......................... SeEa TS A 12.3 15.6
Eamings/(loss) from discontiniued operations oo sy s sy s (15.5) (0.2)
Wt armrgsf (ROBEY oo omemsms i s A e 55 R T 5 O P S SRS B2 154
Dividends on preferred shares.. .. smsmeasavmssmis AR o PR S R $ 08 $ 08
IBIooTs oy La ko e) o Walsdn phaalol gt s 1 £ TR RPN S eSS —— 8.8 8.8
Financial position
Net assets
Working capital ..................oo TP P PR PP TR PP PP e $ 58.6 $ 55.5
Property, plant and eqUIPMENt. ... 345.6 332.4
O @S5S, ...t 41.1 42.0
Total net assets.................. P PP 445.3 429.9
Funds employed
Commion sharehalders"8quityme st $ 229.6 $240.0
Preferred SHates v v cmmmurrasarammmg TR R R 14.0 14.0
INEE (Cash)  DOTTOWITTES v sosmmmmi s s s s s s s e i 5 S v S 103.1 79.6
Deferred income taxes:and minority INterests v . o s s s s 98.6 96.3
Total Fna S ETPIOTEEL cmmmsmmsi st oamsm e i e o AR - 4453 429.9
LURTERETAB0 s smsmmmsspamsosns A S O A . A SN 0 AR 1:5:1 1.3:1
Net borrowings as a percentage of total funds employed....................................... 23.2% 18.5%
Average working capital as a percentage of total sales............................... 15.4% 17.9%
Percentage return of total operating profit on average total funds employed............... 8.4% 10.4%
Percentage return of net earnings on average common shareholders’ equity .............. (L.7)% 6.2%
Results and financial position per common share (dollars)
Earnings/(loss) per share
C O ID G O P TAtIONIS s e S S R B T $ 1.40 $ 1.81
DiSCONNUET OO OIS waumusss v soay p s o s v R e S S v A PR A 0 (1.89) (0.03)
(0.49) 1.78
DIVIACTIAS PSS AT s oo ot st 555 84S A G 1.08 1.08
Book Valte et AT . o amw s smmemmomys s osssmnsmi s a  ses 28.00 29.27
Cash flow
Purchase of property, plant and equipment ... $ 402 § 257
Depreciation of property, plant and equipment...................................... 19.7 18.5
Cash flow before dividends on common shares ..................ooooooiiiiii i 275 (12.2)
Note: Discontinued operations
T2 § 268 $ 311
Operating Prafiti(o%8) e sy casmmmms oo avmmssss o T A R T S SRR 3.7) (0.3)
Discontinuance costs..................... e T T TR (20.9) -
(24.6) (0.3)
InCome tax T e vr e ra i o S T e B s S e M S T 9.1 0.1

$ (15.5) 5  (02)
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Hawker Siddeley Canada Inc.

[HAWKERJ:JGIDDELEY: = = o toc e b il SeaP sl et oy bR T o e st 2 e bl i Bl e =l ]

1991 1990 1989 1988 1987 1986 1985 1984
$361.1 $378.1 $3329 $3224 $3290 $3368 §$270.8 §222.6
33.1 44.4 40.2 35.0 473 47.5 31.9 28.5
920  11.7%  12.1%  10.9%  14.4%  14.1%  11.8%  12.8%
11.7 23.7 212 22.0 28.4 26.1 14.5 14.1
(0.4) - (7.5) (8.5) (0.8) (16.6) (1.1 5.4
113 23.7 13.7 13.5 27.6 9.5 13.4 19.5

$ 08 § DB % OB § OB § 08 § 08 § 08 § 0B
88 8.8 8.8 8.8 7.8 7.8 7.8 7.8

$ 689 §$ 862 § 537 $ 584 §$ 878 $ 818 $ 855 § 789
3209 2726 2418 2245 1787 1847 1863  190.7
126 116 5.8 3.9 - - 4.2 5.7
4024 3704 3013 2868 2665 2665 2760 2753
$234.6 $2349 $212.4 $2156 $2207 $1925 $191.5 $175.2
14.0 14.0 14.0 14.0 14.0 14.0 14.0 14.0
66.4 40.6 2.5 (11.7)  (41.2) (6.6) 0.1 164
87.4 80.9 72.4 68.9 73.0 66.6 70.6 69.7
4024 3704 3013 2868 2665 2665 2760 2753
1.7:1 1.8:1 1.9:1 2.1:1 261 2.2:1 2.3:1 2.5:1
16.5%  11.0%  0.8% = - - - 6.0%
21.1%  18.7%  17.0%  22.5%  257%  23.3%  223%  21.8%
8.4%  13.2%  13.8%  124%  16.1%  12.6%  112%  14.1%
45%  10.2% 6.0%  5.8%  13.0%  4.5%  69%  10.9%

$ 134 $ 280 $ 249 $ 260 $ 339 $ 310 § 168 $ 1.63
(0.05) = 0.91)  (1.04)  (0.10)  (2.04)  (0.14)  0.66
1.29 2.80 1.58 1.56 3.29 1.06 1.54 2.29
1.08 1.08 1.08 1.08 0.96 0.96 0.96 0.96
28.67 2880 2604 2646 2708 2362 2349  21.50
$ 686 $ 376 $ 349 §$ 714 $ 90 § 159 § 101 § 214
18.2 127 14.6 14.1 13.0 14.0 13.2 13.1
25.0 (37.6)  (10.2) 35 36.2 7.8 ieie S 6

$ 30.2 S 35.2 § 56.1 §  66.1 $ 668 $ 819 $ 151.2 $ 188.9
0.7) - 0.3 (0.8) (4.5) (13.2) (1.0) 92

= = (9.8) 6.7) 3.9 (13.8) = N -
(0.7) - 9.5) (7.5) (0.6) (27.0) (1.0) 9.2
0.3 - 2.0 (1.0) 0.2) 10.4 (0.1) (3.8)

5 (0.4) 3 - ) (7.5) $ (85 § (0.8 $ (16.6) § (1.1) § 5.4

Notes:

* Working capital as stated
in the table comprises
all current assets other
than cash and short-term
investments, less all
current liabilities other
than bank advances and
the current portion of
long-term debt.

Average working capital
as a percentage of total
sales is calculated using
the average of opening
and closing working
capital, and total sales

for the year,which include
sales from discontinued
aperations, For the
purpose of this calculation,
income and other

taxes recaverable and
payable have been
excluded from working
capital as stated

in the table.

Percentage return of

total operating profit on
average total funds
employed is calculated
using total operating
profit, which includes

the operating profit/(loss)
of discontinued operations,
and the average of opening
and closing total funds
employed.

Percentage return of net
earnings on average
common shareholders’
equity is calculated using
net earnings after preferred
dividends and the average
of opening and closing
common shareholders’
equity.
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Principal operating subsidiaries and divisions

[HAYKER T ER SIDD B RVl o i el AU AT ST L5 o= L WL R TiRe ST 5 S T S ST G S a3 e et O B e [ Y5 7 2 ! )

I'ransportation and industrial products

(]|

Canadian Steel Foundries Division
Montreal, Quebec

Robert Bergeron

Vice-President and General Manager

High-integrity, heat-resisting steel castings
for the energy and other high-technology
industries

Orenda Division

Mississauga, Ontario

Richard A. Neill

Vice-President

Components and repair and overhaul of jet
engines and industrial gas turbines

CGTX Inc. (55% - owned)

Montreal, Quebec; Mississauga, Ontario;
Moose Jaw, Saskatchewan; and Calgary
and Red Deer, Alberta

Jacques C. Léger

President and Chief Executive Officer
Fuil-service leasing and repair and
maintenance of railcars

I

Middleton Aerospace Corporation
Middleton, Massachusetts
J.Stephen Tosi

General Manager

Components for aero and industrial gas
turbine engines

46

Resource industry equipment

(]

CSMI Division

Langley, British Columbia
Thomas J. Riordan
General Manager

Sales and service of sawmill and softwood
[umber processing equipment

Dosco Overseas Engineering Limited
Tuxford, Nottinghamshire

Michael C. Burt

Managing Director

Mining and tunnelling machines for coal and
soft-rock mining; and machinery for civil
engineering tunnelling and bulk materials
handling

Hollybank Engineering Company Limited
Tuxford, Nottinghamshire

Ralph H. Knight

Managing Director

Roof support systems for mine roadways and
civil engineering tunnels; contract drivage of
mine roadways; and other mining and civil
engineering tunnelling contract services

I

Consolidated Sawmill Machinery
International Inc.

Portland, Oregon; Hot Springs, Arkansas;
and Savannah, Georgia

Thomas J. Riordan

President

Sawmill and softwood lumber processing
equipment

The Dosco Corporation
Abingdon, Virginia
James E. Marianski
President

Sales and service of mining and tunnelling
machines for coal and soft-rock mining and
for civil engineering tunnelling



E t Mississauga, Ontario

Mississauga, Ontario

Mississauga, Ontario

|
B Ottawa, Ontario

. Middleton,
. Massachusetts

Montreal,
Quebec
Langley,
British Montreal,
Columbia Quebec
‘ & Tuxford,
Red Deer, : m
Hot Springs,
Alberta
Arkansas
Moose Jaw,
Portland Savanrnah,
: Saskatchewan s
Oregon i Georgia
8 T Abingdon,
Calgary, T
Alberta Virginia
@ Head Office Steel castings
@ Sawmill and ® Components and repair

softwood lumber processing and overhaul of jet engines and

equipment industrial gas turbines

Railcar leasing and repair Mining and lunnelling equipment Tuxford,

Nottinghamshire

and maintenance and services Nofttinghamshire
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Corporate directory
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Directors

Beth M. Bandler

Vice-President, Secretary and General Counsel,

Hawker Siddeley Canada Inc.

Arthur H. Crockett
Corporate Director

Robert A. Ferchat m
Chainman,
TMI Conmmunications Inc.

Louis Hollander ®
Corporate Director

John F. Howard, Q.C. em
Partner,

Blake, Cassels & Graydon,
Barristers & Solicitors

Keith F. Moore @
President and Chief Executive Officer,
Hawker Siddeley Canada Inc.

Louis Rochette m
President,
Gresconav Inc.

Guvlaine Saucier »
Corporate Director

Thomas K. Shoyama =
Visiting Professor,
University of Victoria

AM. Gordon Turnbull ®
Sewmior Vice-President, Finance
and Chief Financial Officer,
Hawker Siddeley Canada Inc.

® Member of the Executive Committee

= Member of the Audit Committee
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Officers and senior corporate management

John F. Howard, Q.C.
Chairman

Keith F. Moore
President and Chief Executive Officer

A.M. Gordon Turnbull
Senior Vice-President, Finance
and Chief Financial Officer

Beth M. Bandler
Vice-President, Secretary and
General Counsel

Robert Bergeron
Vice-President,
Canadian Steel Foundries Division

William G. Broley
Comptroller

Richard A. Neill
Vice-President,
Orenda Division

Arnold R. Norris
Vice-President, Human Resources
and Administration

Frederick J. Sandford
Treasurer

Auditors

Price Waterhouse
Chartered Accountants,
Toronto

Corporate office

Suite 700

3 Robert Speck Parkway
Mississauga, Ontario L4Z 2G5
Telephone 905-897-7161
Facsimile  905-897-1466



Shareholder information

Hawker Siddeley Canada Inc.

[HAWKER] |SIDDELEY

The Company

The Company was incorporated under the laws of
Canada on September 1, 1945 as A.V. Roe Canada
Limited. The name of the Company was subsequently
changed to Hawker Siddeley Canada Inc. The Company
was continued under the Canada Business Corporations
Act on July 1, 1980 and, most recently, amalgamated
with its immediate parent company, HSC Hawker
Canada Ltd. on April 1, 1994 under the name Hawker
Siddeley Canada Inc.

Capital stock

At December 31, 1993 the issued capital stock of

the Company comprised 140,000 fully-paid 5%%
cumulative redeemable preferred shares and 8,199,601
fully-paid common shares.

Listing of stock

The preferred and common shares of the Company are
listed on the Toronto, Montreal and Vancouver stock
exchanges. The shares are listed under the stock symbol
“HSC.PR.C" and “HSC" respectively.

Transfer agent and registrar

The transfer agent and registrar for the preferred

and common shares of the Company is The R-M Trust
Company at its offices in Toronto, Montreal, Winnipeg
and Vancouver.

Annual meeting

The 1994 annual meeting of the shareholders of the
Company will be held on June 17, 1994, at 11 a.m. in
the Windsor Room of the King Edward Hotel, 37 King
Street East, Toronto, Ontario.

Annual and quarterly reports

Additional copies of the 1993 Annual Report and copies
of quarterly reports may be obtained from the Secretary,
Hawker Siddeley Canada Inc., Suite 700, 3 Robert Speck
Parkway, Mississauga, Ontario L4Z 2G5

Financial calendar

Financial year-end December 31

Quarterly results April, July, November
Quarterly reports May, August, November
Annual results February

Annual report May

Annual meeting June

Dividend payments

Preferred shares January 2, April 2, July 2
and October 2
January 15, April 15, July 15

and October 15

Common shares

Market price of common shares

3 High Low
1993

First quarter....................ooooen, 21% 18%
SecorKl-QUArter:: v s 24% 20%
Third quarter..................cooo, 27 21%
Fourth:quanter. s nmiis 28 23%
1992

First quarter...................... 26 22Y%
Second QUATter: v e swvvsvessmsammvs s 25% 23
Third quarter..................coo 24% 20
Fourthiquarter ..o 22% 204

Number of shares traded

Thousands 1993 1992
First quarter.................cooooii, 158 102
Second qUAarter;...vsrms s 230 36
Third quarter................................ 131 22
Fourth QUATter s s annnigs 96 345

615 505

=2 = ]
Notes:

= High and low market prices reflect prices quoted on The Toronto
Stock Exchange

« The number of shares traded reflects the combined volume of shares
traded on the Toronto, Montreal and Vancouver stock exchanges.

1993 common share closing price

25 M%

20 L A
A

5 717 | ‘{ ‘{

First quarter ~ Second quarter  Third quarter ~ Fourth quarter

= The graph reflects the daily closing price of the common shares of the

Company on The Toronto Stock Exchange.
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