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Hawker Siddeley Canada Ltd. and Subsidiary Companies
Financial Data

1978 1977 1976 1975 1974
Summary of operations (thousands of dollars)
Revenue:
SAlEIS. & o5 s o sriemmsnam % a5 o TR o S o4 B T $398,321 362,689 335,081 365234 325,015
Income from investments .......... ... ., 1,131 1,285 695 31 682
399 452 363,924 335,776 365,565 325,697
Costs and expenses;
Cost of sales, selling, general and administrative
expenses exclusive of the following ................ 356,496 320,678 301,896 324,140 290,023
INETBSt & <o s s s s v ven smmmmae A am i aos 5% s o 4,502 4139 6,529 7,713 6,626
Depreciation and amortization ....................... 10,667 10,959 10,477 9915 8,933
371,665 335,776 318,902 341,768 305,582
Income fram operations before taxes ................... 27,787 28,148 16,874 23,797 20,115
INCOME 1aXES ... ittt 12,242 13,200 8,070 11,311 9,889
Interest of minority shareholders ....................... 1,148 1,246 1,266 1,014 963
14,397 13,702 7.538 11,472 9,263
Exchange gain (I0Ss) ... 2721 2,624 (1,187) (1,125) (2)
Income before extraordinary items ..................... 17,118 16,326 6,351 10,347 9,261
Extraordinary: H8mMS cuws i o w0 semmemesense o e o6 w0 wnss 3,300 (2,586) 653 1,516 545
Net:incomiesfer INEVEAT .u . . e v e i $ 20,418 13,740 7,004 11,863 9.806
Per common share
Income before extraordinary items ............ ... ..... $ 201 1.91 68 117 1.04
NEt INCOME L e e e e 2.41 1.69 76 1.36 1.11
Dividends GeClaret w: s o s 2 wemarvaiing 4 v ss 85 55 S 42 37 .36 36 32
EQUItY 14.70 12.74 11.62 N 1012
Other statistics (thousands of dollars)
Dividends
— preferred shares ... ... .. .. $ 805 805 805 805 805
= EORAON SHAMBS v o wn s owmmeses we ee s 2 s 3,420 3,008 2,927 2927 2,601
Working capital ... 74,951 55,836 48,607 45,353 37,916
Capital expenditures
— Railway rolling stock leasing fleet .............. ... 13,568 3,401 791 14,898 11,582
— O her e 9,395 9,289 8132 11,259 12,276
Shareholders’ equity
— preferredishiares . o o s evwamen o o i o wevsnm 14,000 14,000 14,000 14,000 14,000
— common shares — share capital .................. 54,383 54,320 54,320 54,320 54,320
— retained earnings .............. 65,455 49,262 39,335 36,063 27,932
Other share data
Shares issued and outstanding
—preferred ... 140,000 140,000 140,000 140.000 140,000
— COMIION 5050808 i fe £s 15 seimmsms i v ove sin mis e sitisusimse — — — 8,129 341 8,129,341
— gommon: class "AY convertible ..o o oo sl v 7,728,405 7,755,555 7885812 — -
— common class “B" convertible ..., ... ... 421,896 373,786 243,529 — —
Number of shareholders
—preferred ... 1,314 1,408 1,465 1,540 1,583
o SOMIITONT 555 55 15 G0 Bk remmonncinse wmp nsones 551 Surtinseanss — — — 8,692 8,683
—gamrmoen: class YA convertiBle cuaw is s o is veceorus 7,184 7816 8,141 = —
— common class "B" convertible .................... 125 141 128 — —
Principal Shareholder —
Hawker Siddeley Group Limited
percentage holdings
— BEETRIFEE. crurccsminn x5 s avo smmmsommennase v s o 68 Servias 41.79% 41.79% 41.79% 41.79% 41.79%
—GOMIMON, 558505 55 xe e 1 sommomasn e s sgm g5 43 samsepmsadesass 59.10% 59.25% 59.25% 59.25% 59.25%

Note: The years 1974 and 1975 have been restated to conform with the exchange presentation adopted in 1976.
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To the Shareholders

Your Directors submit herewith the audited accounts
of Hawker Siddeley Canada Ltd. and its subsidiary
companies for the year ended December 31, 1978.

1. Financial

1.1 Sales

Consolidated sales were $398 million ($363 million in
1977) including direct exports from Canada of $81
million ($86 million in 1977). Information concerning
export sales and the sales volume of foreign
subsidiaries is given on page 21 of this report. The
distribution of consolidated sales by broad classes of
business is shown in Note 2 to the financial
statements.

1.2 Income

Income from operations before extraordinary items in
1978 was $17.118 million ($16.326 million in 1977)
equivalent to $2.01 for each of the outstanding Class
A and Class B common shares ($1.91 per share in
1977). Net income was $20.418 million ($13.740 mil-
lion in 1977) equal to $2.41 per common share of
each class ($1.59 per share in 1977).

Net income in 1978 includes extraordinary credits of
$3.300 million and in 1977 there was an extraordinary
charge of $2.586 million.

1.3 Amalgamation of Hawker Siddeley Canada
Ltd. and Hawker Industries Limited

At special general meetings of all shareholders of
Hawker Siddeley Canada Ltd. and Hawker Industries
Limited held on September 22, 1978, approval was
given tothe amalgamation of the companies. Accord-
ingly, on October 2, 1978, letters patent were obtained
amalgamating and continuing the two companies as
Hawker Siddeley Canada Ltd. On amalgamation the
minority shareholders of Hawker Industries Limited,
for each share held by them, received two Class A
convertible common shares of the amalgamated
company and the issued shares in Hawker Siddeley
Canada Ltd. were converted on a one-for-one basis
into corresponding Class A, Class B or Preferred
shares of the amalgamated company. Shares of
Hawker Industries Limited held by Hawker Siddeley
Canada Ltd. before amalgamation were cancelled
under the terms of the amalgamation agreement ap-
proved by the shareholders of the respective com-
panies. Following the amalgamation, th& Company
recovered $.960 million of tax benefits relating to
losses incurred by Hawker Industries Limited in 1977
and the amount has been included in extraordinary
items for the year.

1.4 Dividends

In 1978, the Company declared and paid the four
quarterly preferred share dividends as they became
due.

For the Class A and Class B convertible common
shares a dividend of 12 cents per share was declared
payable January 19, 1979 to shareholders of record
December 29, 1978, following declaration and pay-
ment of three quarterly dividends of 10 cents per
share.

Holders of Class B convertible common shares
should take note that the dividend on the Class B
shares payable on January 19, 1979, was not, as in
the past, declared out of “1971 Capital Surplus on
Hand” and, accordingly, will be treated as a taxable
dividend in 1979. This change follows amendments to
the Income Tax Act, Canada enacted in December
1977, which terminated the rights of holders of Class
B shares to defer taxation on dividends paid on these
shares after 1978. Accordingly, after 1978, dividends
on Class B shares will be treated for Canadian taxa-
tion purposes in the same manner as dividends paid
on the Class A shares. Holders of Class B shares,
under the terms and conditions of those shares, may,
if they wish to do so, convertthese shares ona share-
for-share basis to Class A shares.

2. Directors

On May 1, 1978, Mr. E.J. White was appointed Presi-
dent and Chief Executive Officer, succeeding Mr. R.S.
Faulkner. Mr. White was previously Vice-President
responsible for the Company’s Canadian Steel Wheel
and Canadian Steel Foundries Divisions in Montreal.

During 1978, Mr. A A. Bailie retired from the Board and
the office of Vice-President, Finance, and was suc-
ceeded in that office by Mr. |.E. Bull. Mr. Bull and Mr.
C.A. Haines, the Secretary, were elected tothe Board
at the Annual Meeting of Shareholders held on May
26, 1978.

3. Comments

There were sixteen separate negotiations for new
labour agreements during 1978. Settlement was
reached quickly in the majority but there were strikes
at three units, Canadian Bridge, Trenton Works and
Canadian Steel Wheel.

The year saw progress in the expansion of our busi-
ness interests to broaden the product base and to
increase market penetration in existing lines. The
business and assets of a small, circular saw manu-
facturer in Burlington, Ontario, were acquired to sup-
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plement the existing interest in products supplied to
the sawmill industry. On January 2, 1979, the busi-
ness and assets of a sawmill equipment manufac-
turer in Corinth, Mississippi, were acquired to improve
our participation in the United States forest products
market. A licence was obtained to manufacture and
sell, on a world-wide basis, a patented device for
pulling cable in underground ducts.

Manufacture of highway trailers at Mississauga,
Ontario, was phased out and the Province of Nova
Scotia acquired the company's interest in the Halifax
Shipyards operation on August 30, 1978.

The Company has entered 1979 with a substantial

order book which should sustain a good level of pro-
duction throughout the major part of the year.

Your Directors acknowledge the abilities, skills and
dedication of the empioyees and thank the Com-
pany’s many customers, suppliers and shareholders
for their support.

Submitted on behalf of the Board

AA. Hall
E.J. White

Toronto, Ontario, March 16, 1979.



Comments on Operations

HAWKER SIDDELEY CANADA LTD.

Canadian Bridge Division

Sales volume was considerably higher than in the
previous year due largely to greater activity in log
skidder chassis fabrication for the Forestry Equip-
ment Division. The manufacture of power distribution
towers also strengthened under improved demand,
with export business showing a sharp gain over the
levelachievedin 1977. Onthe other hand, the domes-
tic market for light structural products remained
highly competitive and, as a result, prices were
constrained.

While considerable improvement was achieved by
the Division, production problems carried over from
the previous year, together with a work stoppage last-
ing two weeks during negotiations for a new labour
contract, resulted in reduced earnings and a dis-
appointing year.

Canadian Car Division

At the Division’s plant in Thunder Bay, Ontario, two
major railway contracts were completed during the
year and work began on two others.

A transmission tower, fabricated by Canadian Bridge Division,
under test in the plant’s structure testing facility.

The last of 200 passenger coaches for Ferrocarriles
Nacionales de Mexico were completed in April and
production of 80 double-deck commuter cars for GO
Transit services, operated by the Toronto Area
Transit Operating Authority, continued through most
of the year with delivery of the final unit at year end.
These 162-seat, double-deck coaches have largely
replaced the single-level coaches previously sup-
plied by the Division for GO Transit's Lakeshore route
through Toronto. The coaches are operating well and
have received an enthusiastic response from com-
muters.

During the year, work started on the production of 190
mass transit cars for export to the Massachusetts Bay
Transportation Authority, Boston, and on 190 light rail
vehicles (CLRVs) for operation by the Taoronto Transit
Commision. The latter vehicles are being constructed
to the design of the Urban Transportation De-
velopment Corporation, an Ontario Crown corpora-
tion. Progress on both these contracts was slower
than had been hoped for, due mainly to delays in
establishing final car designs. However, the first cars
for the Boston contract were delivered in December
and production on both contracts is expected to pick
up early in 1979.

Employment at the plant fell during the year reflecting
a fall-off from the exceptionally high workload experi-
enced in 1977. Competition in world markets for the
limited demand for transit and railway passenger cars

Double deck commuter cars, designed and builf by Canadian
Car Division, in service with GO Transit near Toronto.



has intensified. Although current contracts will sus-
tain a good level of activity in 1979, new orders are
required to secure a satisfactory level of plantloading
in 1980.

Canadian Car (Pacific) Division

The order level for sawmill machinery manufactured
by the Division remained low in the early part of the
year but improved significantly as the year pro-
gressed. The result achieved, however, was poor.
Recruiting and training skilled operators to meet the
surge in manufacturing requirements gave rise to
some production problems which were further ag-
gravated by negotiations for a new labour contract. A
comprehensive apprenticeship program, initiated in
1977, is now beginning to produce results which
should help to alleviate the acute skilled labour short-
age.

Work on the $20-million contract to supply 124 edge-
banding and finishing machines to the U.S.S.R. is
proceeding well, with 46 of the units being completed
by year end. These machines operate in pairs and
apply plastic or veneer finishes to the edges of ply-
wood panels,

Research and development continues to be a strong
element in this Divison's averall activities and, in
1978, included work on the development of equip-
ment to make use of formerly unusable rice husks to
produce board panels for construction and other pur-
poses. The first complete installation, capable of pro-
ducing 500 panels a day, is nearing completion and
will be exported to the Philippines early in 1979. Good
progress was also made in developing similar pro-

An edge banding machine built for the U.S.S.R. on the shop
floor at the Canadian Car (Pacific) Division plant.

duction lines for the manufacture of waferboard from
waste or surplus wood.

The first sugar cane separator being developed under
a licence agreement with Canadian Patents and De-
velopment Limited was completed and ran pre-
liminary tests. Full testing proceeded during the har-
vest early in 1979. The unit is designed to separate
the various constituents of the cane for the production
of a range of end products including animal feed,
alcohol, high quality waxes, and board panels, as well
as sugar.

Further progress continues to be made in the deve-
lopment of drilling equipment based on the sound
dynamics principle and six drill heads are now in
service, mostly in mineral survey wark. Production of
complete drilling units will commence in 1979.

To broaden the Division's operating base, a small,
circular saw manufacturing business in Burlington,
Ontario was purchased during the year. Negotiations
were also completed for the acquisition, effective
January 2, 1979, of the assets and business of the
Corinth Machinery Company, Corinth, Mississippi, a
manufacturer of sawmill equipment. Licence rights
were acquired for the manufacture and sale of a
patented device with the trade name Tel-Eye, de-
signed to pull telephone and power cables through
underground ducts. In addition, five new sales outlets
for sawmill equipment and supplies were established
in the United States and Canada.

Can-Car Trailer Division

Production of highway trailers at the Mississauga,
Ontario, plant was phased-out at mid-yearin favour of
concentrating on the spare parts and service aspects
of the business. The manufacture of flat-bed trailers,
however, continues at branches operated by the Div-
ision in Montreal and Quebec City, Quebec, while the
branch in Rexdale, Ontario. continues to build van
bodies to customer requirements. Service and repair
work is carried out on all types of highway trailers and
considerable business is done in the sale of trailer
and automotive spare parts.

Following the phase-out of the Mississauga manufac-
turing plant the business was restructured and sub-
sequent operations have shown encouraging results.
Although the highway trailer sector as a whole is
extremely competitive, the Division is looking forward
to steady improvement in 1979.

Canadian Steel Foundries Division
The year started with depressed markets for both



railway and industrial castings but by mid-year an
upsurge in freight car building programs put a severe
strain on railway casting capacity. The railway seg-
ment continues exceptionally strong and for the first
time in many years the Division has been able to
participate in the United States market. The industrial
castings sector, however, remained sluggish and
plant utilization was uneven throughout the year.

The Division continues to be a major supplier of large
industrial castings and among those produced during
the year were hydraulic turbine runners for the
Quebec Hydro James Bay Power Project and low-
pressure steam turbine casings for the Bruce gen-
erating station in Ontario.

In order to take advantage of the peak demand for
railway casting business, additional capacity was
made available by utilizing part of the lightly loaded
industrial casting section of the foundry. The rapid
expansion of the workforce needed to meet the in-
crease in plant loading caused productivity to fall
below normal levels during an intensive training
period but by year end plant efficiency had returned to
normal.

As part of the continuing program to upgrade plant

A turbine runner, rough-machined weight about 220,000
pounds, poured by Canadian Steel Foundries Division for a
hydro-electric power project.

o

facilities, further mechanization of railway casting
production lines was completed. The long-term pro-
gram to improve plant environment and working con-
ditions is proceeding on schedule.

Negotiations for a new labour agreement were
concluded during the year with only minimal disrup-
tion of production.

The market for railway castings is expected to remain
buoyant throughout 1979 but, on the other hand, the
industrial castings market remains clouded. Overall,
the outlook is for a reasonably good year.

Canadian Steel Wheel Division

Demand for railway wheels produced by the Division
was seriously reduced in the first half of 1978 by low
activity at freight car building plants and by a low level
of replacement wheel purchases by the railways.
However, a sharp upsurge started at mid-year follow-
ing increased demands for new freight car construc-
tion, both in Canada and the United States.

The high level of plant activity in the last half of the
year was disrupted in November by a strike, following
a breakdown in negotiations for renewal of the
collective labour agreement. Production was lost dur-
ing the last six weeks of 1978 and the strike was not
resolved until January 23, 1979. A new 30-month
agreement was concluded retroactive to October
1978.

Automatic machining equipment finishing the front face and
hub of a railway wheel at Canadian Steel Wheel Division.




Upgrading of plant facilities continued during the year
with the commissioning of an automated wheel
machining transfer line and wheel identification
press.

There are indications that freight car construction will
remain at a high level, both in Canada and in export
markets, throughout 1979. In addition, requirements
for replacement wheels for locomotive, passenger
and freight rolling stock are expected to continue ata
good rate and the outlook is for a high level of plant
utilization throughout the year.

Forestry Equipment Division

The Division's new facility for manufacturing the Tree
Farmer line of forestry equipment vehicles, which is
in its second year of production at Mississauga,
Ontario, operated at capacity throughout most of the
year. Considerable growth was experienced in the
Canadian and United States markets and improved
results were attained in overseas markets. New
dealership arrangements produced particularly good
penetration into Western European countries.

Development of forwarder and log skidder vehicles
progressed and a new model was marketed during
the year. Continuation of these programs in 1979 will
be followed by production of further new models.

The basic chassis for the Division's line of vehicles

Off-highway vehicle for overhead power line maintenance
produced by the Forestry Equipment Division,

has considerable potential where a rugged vehicle is
required for off-highway use in rough terrain. Vehicles
in this category completed during the year were spe-
cially equipped for inspection and maintenance of
overhead power lines.

The Division entered 1979 with a good backlog of
orders and demand for its products by the forest
industries is expected to continue throughout the
year. To meet demand, additional production facilities
are being provided and are scheduled to come on
stream early in the year.

Orenda Division

A substantial increase in repair and overhaul work on
J79 and J85 aircraft jet engines for the Canadian
Armed Forces assisted the Division in achieving a
good volume of work and satisfactory results for the
year.

Industrial gas turbine parts and service work con-
tinued at a satisfactory pace and a contract for the
manufacture of six OT390 units for use at Ontario
Hydro’'s nuclear powered generating station at
Pickering, Ontario, was nearing completion by year
end. It is of interest to note that the first production
OT2 industrial gas turbine unit delivered by Orenda in
1963 reached 100,000 hours of operation in Septem-
ber 1978. The unit is installed in Ontario at Trans-
Canada Pipelines Limited's gas pumping station at
Orient Bay on Lake Nipigon.

During the year, new work to manufacture com-

An aircraft jet engine at Orenda Division being prepared for a
test cell run after repair and overhaul.
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ponents for major aircraft engine companies was
undertaken on a sub-contract basis as well as other
high technology business for Atomic Energy of
Canada Limited invalving the manufacture of com-
ponents for nuclear power applications.

New labour agreements for two-year terms were
concluded during the year with both plant and office
workers, with only minor impact on operations.

The year ahead will see the beginning of a decline in
repair and overhaul work and more reliance on com-
ponent manufacture. Nevertheless, the Division com-
menced 1979 with a good order book position and
should enjoy a satisfactory year of operations.

Trenton Works Division

After a difficult first half of the year during which the
Division suffered a continuing shortage of orders from
domestic railways, the market for new railway freight
cars improved rapidly. Most of the improvement
stemmed from a strong demand for freight and tank
cars by domestic rail car leasing companies and the
successful conclusion of prolonged contract negotia-
tions for export orders.

During the year, a total of 1,386 railway freight and
tank cars was produced compared with 727 in 1977.
These included 100 air dump cars for domestic rail-
ways and 640 covered hopper cars for leasing com-
panies, of which 240 were for Canadian General
Transit Company, Limited, a partly-owned subsidiary
of the Company. In the export field, 85 freight cars
were built for Tanzania and 439 for Zambia. Tank car
production also increased with 65 for export to
Tanzania and 57 for domestic customers.

The railway axle manufacturing business experi-

Freight cars built by Trenton Works Division for export to
Zambia are loaded aboard ship at the Port of Halifax, N.S.

enced severe competition from off-shore suppliers in
the early part of the year. However, as the year went
on, the continuing fall in the value of the dollar
substantially improved the Division's competitive
position, enabling it to increase its share of the market
and bring the volume of axles produced to well in
excess of the 1977 output. With a good order backlog
the Division's axle production facilities are expected
to be operating at or near full capacity in 1979.

Whilst the volume of heavy forgings improved only
modestly during the year there was a significant
change in the markets served with a swing to exports
to the United States. The Division was also successful
in making a breakthrough by obtaining its first con-
tract for forgings under the Canada-United States
Defence Sharing Agreement.

Modernization programs continued in all sectors of
the plantthroughout the yearand included installation
of new equipment for the production of tank car
jackets and for lining tank cars.

Following a six-week strike, a new three-year labour
agreement was concluded in May with the Division's
hourly-paid employees.

The Division entered 1979 with a heavy backlog of
orders for new railway freight and tank cars for both
the domestic and export markets.

Trenton Works Division's open-die, hydraulic forging press, the
largest in Canada, can exerl a 7,000-lon pressure.




Dosco Overseas Engineering Limited (100% owned)
This U.K.-based subsidiary again produced satisfac-
tory results with the total number of mining and tun-
nelling machines sold being higher than in the pre-
vious year. The National Coal Board, the company's
main customer in the U.K. domestic market, took the
bulk of production for its mining operations. In addi-
tion, three tunnelling machines were delivered for civil
engineering applications.

There was an increased demand for spare parts and
service for Dosco machines which raised the volume
of service and parts business well above that of the
preceding year.

A prototype Roadheader MklIl, a much larger ma-
chine than the well-proven MKIIA, together with an
MH 105 machine, a roadheader designed for work in
very low heights, were delivered to the National Coal
Board for operational trials.

The year proved to be difficultin international markets
and fewer export machines were sold than in the
previous year. However, repeat business was ob-
tained in the United States, Spain, Australia, Mexico,
West Germany and Canada and, for the first time,
sales were made to Poland, India and Czechoslo-
vakia. In the latter part of the year, an order from the
People's Republic of China for 24 Roadheader MkIIA
machines for delivery early in 1979, marked a break-
through into this important market.

Hollybank Engineering Company Limited, a wholly-
owned subsidiary of Dosco Overseas Engineering

A Roadheader Mark 2A, built by Dosco in the United
Kingdom, enlarging a mine roadway through sandstone
in Kentucky, U.S.A.

Limited, realized a marked increase in sales of roof
support systems for mine roadways and tunnels.
Much of the improved volume was due to an in-
creased rate of coal mine development by the
National Coal Board.

While export market prospects continue to be ad-
versely affected by prevailing economic conditions,
both companies should experience an active year
ahead.

Canadian General Transit Company, Limited
(55% owned)

Utilization of this company’s railway tank car and
hopper car fleet was again close to full capacity
throughout the year. The demand by leasing custo-
mers for new rolling stock, particularly covered hop-
per cars, was high and substantial numbers of new
units were added to the fleet during the year with
others due for delivery in 1979.

The railway car fleet operated by the company is
leased mainly to customers in the petroleum,
chemical, food and potash industries. It is serviced at
company-owned maintenance depots in Montreal,
Quebec, Moose Jaw, Saskatchewan, and Red Deer,
Alberta. Two bulk liquid storage terminals are oper-
ated in Montreal and Toronto, and heated and non-
heated tanks are available at both locations on short
or long-term leases. The Montreal terminal is acces-
sible by road, rail and water and that in Toronto by
road and rail.

The company ended the year with substantial lease
orders for new railway cars and expects leasing
demand to remain buoyant during 1979. Fleet
utilization is expected to continue at a high level
throughout the year.



Hawker Siddeley Canada Ltd. and Subsidiary Companies

Consolidated Statement of Income and Retained Earnings
for the year ended December 31, 1978

1978

1977

(in thousands)

Revenue:
e e S e I s e $398,321  $362,689
INCOME. [FOMY INVESTTIEILS = et et o s st etnirun Sinimninin cioe slassisio oin sib o 5 48 SEava syuretotelm el diotasass SNTLd: 1,131 1,235
399,452 363,924
Costs and expenses:
Cost of sales, selling, general and administrative expenses exclusive of the following ..... 356,496 320,678
Inieresken sholteholOWIRESE = = & e Tt o e E ke 849 361
Interest on and amortization of costs of longtermdebt .........cccviiiiiiiiiiiaaaannns 3,653 3,778
Provis|omifoedepicGlationE e e e e, LS S s S, SRS e (e el 10,667 10,659
AmoHizeliontofpatefiSt s il om0 th o b S P B . D T Feses et e - e — 300
371,665 335,776
Incomie from operations.belereliNCOMEIAXES . ..« i iliivs 3 iE sr s thim ool ool s ol 27,787 28,148
Provsioni o Income A e G U e . e v T v e S e et o e 7,322 9,440
S i ity e W R N e 4,920 3,760
12,242 13,200
15,545 14,948
Interest of minority shareholders in income of subsidiaries ................cooiiiiiiiiiii 1,148 1,246
14,397 13,702
Exchange gain on the translation of the accounts of foreign subsidiaries .................. 2,121 2,624
Incomebheiote e a0t INatyEleMISH T -3 DL th 5 i 5 Sl cvreras Beorvaie S etvainge Mot VI 17,118 16,326
Special provision not required (charged) (Note 3} .........cooviiiiiiiiiiiiiiiiniiinenes 2,340 (2,586)
Income tax provision not required (Note.4) .......c..viiiiviiniiirnrrmnennieeaaananas 960 —
Netifcomeifon the voara s ==oie e T o 1L el oo U e e TR o s ol 2t 20,418 13,740
Retajtiediearninas, beginmng Biyear ar s e B L e D i L e e s e 49,262 39,335
69,680 53,075
Dividendsi— preferredishares) e 5 m fve i s s il e Bam i E Ul s es i nae sl ioate oliteinin 805 805
— COMON:ShALES Eete o s IR T S 0l SR e it simini oo onegmin e A 0 3,420 3,008
4,225 3,813
Retamnedlearniins, o of VEAIE AR o in o o . 5 i e su f s e, S oot s s sl o N $ 65,455 $ 49262
Income per common share after preferred dividends:
Belnrespxiranrdinaly s ems B e B oo o Sam e e e Do i e e $2.01 $1.91
AHCH A OENNALY OIS 5 e s o s e B g 08 Tl oo S $2.41 $1.59

11



Hawker Siddeley Canada Ltd. and Subsidiary Companies

Consolidated Balance Sheet
December 31, 1978

ASSETS

1978

1877

Current Assets:
Cash and short term deposits
ACCAUNSTECEIVADIE « smivens®ey cun s Soare Hi s 5@ sobin stoss Farmranseass smas. vdsi Hare wrots wesers. vl B
Inventories, less progress payments
Prepaid expenses

Investments, at cost (Note 6)

Fixad Assets, at Cost(Nota B)s 1. om. Siatam Ml o DL ol DD e W 5 ariis s ey
Less: Accumulated depreciation

Issue Costs of Long Term Debt, at cost less amortization

Approved by the Board:
A.A. Hall, Director
E.J. White, Director
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(in thousands)

$ 12,541 $ 20,487
67,671 60,659
96,772 69,284

2,559 1,086
179,543 152,416
3,180 3,223
271,122 267,063
129,708 134,010
141,414 133,053
417 312
$324,554  $289,004




LIABILITIES AND SHAREHOLDERS' EQUITY

1978

1977

Current Liabilities:
Bamlc AdVaNCEEE am sl L o8 o e bse e e T 6 S W R e e
Accounts:payable andiacetlediliablillios: . . .. ..o a vt mee b e i e st ste e e g
O D TR AR T s dan st e A RGO BRI R S s e T
IREomE e nE O e P B M AR B e ts. v i o ives ot anaustiions, =it e Sl ngebaln g 1 dbes ehen e apigel (o
A aNE S S OSSR R TS s o T in W pae v BT b SRR, et RS e o
Owingito affiialed:compamess(NatE B)5 o = o v v v in i e sl s et e e s e s
llongeterm:debt die withirone year (INOWEsS) e sus vum i i it s isisiaiviolo mis Lomin siate s loia

CongTenm Debt/NGIe™0) ® X 0@ o 8 A o e o s oy ooz et obos ayar lafe s 5k leseb b

Provisian for Linfunded Pensions:(hoteldD). .0 2in ol Sy L sl fee Ll ol e o

Pelerrad INCOME Takes) 1o riler e Sillea=lal S s e s e s B itale iies oo

MiFeHBEIRerest i rmt e o e e e M I G i v diesnalle e e S

Shareholders’ Equity:
Picferred and: commoR Shatasiilate T2 e i 5] s i e Com b siia o ot rn e e
Helamedieatningss —eovie 8 i s e e s e T R LR R A o

(in thousands)

$- 808 - %2385
71,506 56,245
1,179 1,014
9,218 15,171
15,709 13,005
2,599 3,970
3,878 4,810
104,592 96,580
41,479 35,357
3,606 4,010
28,076 22,698
12,963 12,777
68,383 68,320
65,455 49,262
133,838 117,582
$324,554  $289,004
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Hawker Siddeley Canada Ltd. and Subsidiary Companies
Consolidated Statement of Changes in Financial Position

for the year ended December 31, 1978

1978 1977

(in thousands)

Source of working capital:
Income before exUaordinant REMS 4 umn bomass e smss el 5o 1575 S SEs was Doy 350 55w $17,118 $16,326
Charges to income not affecting working capital — (mainly depreciation, amortization of
patents, deferred income taxes and interest of minority shareholders in income

Of SUDSIIANES) v ottt e ettt e e e e e e 16,242 14,629
Waorking, capital provided rom:Oparations. . s dum s wiv v s s svs slavs s asess v s i 33,360 30,955
lssue of longisrmidebl =) ses ramr o v sy Sy v v GE PO RN SR TR TS T R 9,868 —
Praceesds on disposal of fixed o8BS waq sincun s i vy wam D00 8 408 0 VAR 507 ¥ S5 65 Bak ¥ 43 5,892 1,262
Special provision not required (charged) (NOte 3) ..., 1,262 (2,370)
Income taxes recovered in extraordinary fem .. ... ... e 960 —
Common shares issued (NOTE 12) ...ttt e it et e ee e 44 —
MiISCENERNBELBT cuivswrn sindismara sinevese nbiasms S s, o] o e e s s s Tt s 45 35

51,531 29,882
Application of working capital:
Additions to fixed assets —

Railway rolling stocileasing:flest: - dermrte as von oy sum v nmpams cem nem Som oS 13,568 3,401

OINET v s s i o T ST s D A Tk S SR AT SRR eI R S D 9,395 9,289
Reduction of —

LOROAEEIEAEBE .. oo ol bGesorn e o mbedhas” st s - syopisne s yussne- stk snmguss Mo sadore-sisoesyerenangimnns ol 3,878 4810

Provision for unfunded pensions (Note 10) ...t et 404 455

Dividends declared payable to —
Shareholders of Hawker Siddeley Canada Ltd. ........ccciiiiniiniiiiiiiiiiiiiinnn, 4,225 3,813

Minerity:sharehelders of SUBSITIANES s wws wed s s et cns som walss s sars s o s 50 58 & 4 946 885
32,416 22,653
Working capital:
InCrease for INSVEar omiisums ues vafis st vis Salhais s -vam van s D60 welsav s G S 19,115 7,229
Al'beginning Of YEAr v b raneany s T mee: 2k ton SAaRdi e P aeR e AR e e 55,836 48,607
Y (o 0T St o . R SO s 1 30 s /S NS N L, S R 0 0 e $74,951 $55,836
Changes in Elements of Working Capital
Current assets — Increase (decrease):
Cash and short 1erm HePOSIES. <. vt viimasis smsaisis sis siuis o o siem siae s s sae s as sine s sse s $(7,946) $ 2194
BCCOUNMS TECRBIVADIE .. ..ol srr sinisin vonke: sehe aeas snsBis connde oiads albin menen s miminrsiologs viare eapne omhnia o 7,012 9,054
INEOMETAXES TECOVERADIE & Suvx + omuis vt s Tl wraimiranis soate siatess fiin siaiorsnsstiy st sisre wies wyaiin sbammzs — (2,043)
(%= 17] ol A= OO < NI SO |t L et O Co ORI Wi NS T o . 27,488 9,443
PrepaitieXPefiSEs: cimt wrohSuit wxmon Suys spersriibeld o soveSedts srsseoorid o sy emee st sbars vl daws 573 466
27127 19,114
Current liabilities — Increase (decrease):
Bank agVaNBES: ol i i, oo i e o I b0 oo i od v s i sl Sastag (1,862) (12,097)
Accouns:payablexand.agerlied liabilities dedi v cis wivatin aws v savm cans dav sems ok, s 5 15,261 9,842
Dividends payable . c.xlimmives v ses edrimmn Som s sssatiars s Save save S e v SR TEh 8 165 81
Incemerandiothisr taxeSiPayalile .4 i sk Bud v wa iy s oo v iwees e B Ve S s (5,953) 6.407
AdUances On SaleSICONIIARIS «u wns ssmwssis s wsm s wam e fad s e sks 05 5 09h oo e 2,704 6,047
Owing: toraffilizted COMPAMNIBS - « wru v waih fi Ta s s SF Gem Sl v SUk Fo8 St s Bk S 10 3 {1;371) 240
Longrterm debtdiue WItNINYONE YEAT :ui « vobvie s sam s s 5o ik S eh & a8 Dok 5804653 360 5% (932) 1,365
8,012 11,885
Increase in working capital fortheyear ................. el G aEs Seed Brege sl e O st $19,115 $ 7,229
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Hawker Siddeley Canada Ltd. and Subsidiary Companies

Notes to Consolidated Financial Statements
for the year ended December 31, 1978

1. Summary of principal accounting policies:

Principles of consolidation —
The consolidated financial statements include the accounts of Hawker Siddeley Canada Ltd. and all subsidiary
companies.

Foreign currency translation —

Assets and liabilties of foreign subsidiaries are translated at year-end rates of exchange. Other assets and liabilities
in foreign currencies are also translated at year-end rates of exchange except for investments and long term debt.
Investments are translated at rates of exchange in effect when they are acquired. Long term debt is translated at
rates of exchange in effect when the obligations are incurred or when determined by forward foreign exchange
contracts.

Translation adjustments are charged or credited to current income.

Revenue recognition —
Revenue and profits are recorded at the time the product is shipped or the services performed. Onall contracts full
provision is made for any losses in the year in which they are first foreseen.

Research and development costs —
These costs are expensed as incurred.

Product warranty costs —
Anticipated costs related to product warranty are provided at the time of the sale of the products.

Costs of long term debt —
Commission costs incurred on issue of long term debt are amortized over the term of the debt issue to which they
relate.

Cost of patents and rights for new products —

Significant costs incurred in purchasing patents and rights for products are amortized on the straight-line method
over the lesser of the period of anticipated or legal advantage. Other costs relating to patents and rights are
expensed as incurred.

Inventories —
Inventories are carried at the lower of cost and net realizable value, less progress payments.

Fixed assets —
Fixed assets are carried at cost. Depreciation on these assets is provided over their estimated useful lives on the
straight-line basis at rates, generally, of 2/2% on buildings, 10% on equipment and 4% on railway rolling stock.

Pensions —
The Company and its subsidiaries have pension obligations to unfunded and funded pension plans.

Obligations to unfunded plans relate to retired employees and certain current employees for benefits which, for the
most part, arose before the establishment of funded pension plans. The principal obligation for unfunded pension
plans originated in 1923. Under these pension plans monthly payments are made to pensioners which are charged,
after appropriate income taxes, to the provision established for that purpose.

Obligations to funded pension plans relate to present, retired and former employees. For present employees, the
obligations are for both current and past service; for former employees and pensioners, the obligations are for
service during their period of employment. These current and past service obligations are actuarially determined
and are settled by annual payments to trustees which are charged to operations.
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Income taxes —

Some items of revenue, costs and expenses are recognized for income tax purposes in different years than these
items are recorded in the annual accounts. When the cumulative net effect of these timing differences has reduced
income taxes otherwise currently payable, the resultant reduction is stated as deferred income taxes on the
balance sheet and the tax on the change in timing differences in the year is reflected in the statement ofincome as
deferred income taxes. When net timing differences can only be applied in reduction of income for tax purposes in
future years, the tax benefit is recorded in the statement of income as an extraordinary item when realized.
Investment tax credits are applied in reduction of the annual provision for income taxes when realized.

2. Net sales:
1978 1977
(in thousands)
Equipment for the transportation industry ..., 8 g $190,458 $196,090
Equipment for the forestry and forest products industries ...................... 61,965 39,708
Equipment for the mining iNdustry ...... ..ot 84,921 54,608
PDtherigeneral engineering &nd SeIVICES iy s iees s svis s 65im o5t s omoninssns 60,977 72,283

$398,321 $362,689

3. Special provision not required (charged):

During 1978 factory highway trailer manufacturing was phased out and certain fixed assets and inventories of the
Halifax Shipyards Division were sold to the Province of Nova Scotia. As a result of these actions $2,340,000, after
income taxes and minority interests, of the special provision charged in 1977 as an extraordinary item for the
reorganization of these divisions was not required and has been credited as an extraordinary item in 1978.

4. Income tax provision not required:
In 1977 the former Hawker Industries Limited had costs and expenses which were charged in the accounts but
could not be applied in reduction of income for tax purposes. Following amalgamation the Company applied these

costs and expenses in reduction of income for tax purposes and the related tax benefit of $960,000 has been
recorded as an extraordinary item of income.

5. Research and development costs:

Research and development costs chargedto incomein 1978, after deduction of government assistance, amounted
to $2,012,000 (1977 — $1,609,000).

6. Investments:

These are sinking fund debentures issued by Sidbec-Dosco Ltd. carried at cost. At December 31, 1978 the market
value of these debentures is estimated to be $2,500,000. The Company is holding these debentures as long term
investments.

7. Fixed assets:

1978 1977
(in thousands) (in thousands)

Accumulated Accumulated

Cost Depreciation Cost Depreciation
Land and land improvements .......... $ 7,425 $ 1,286 $ 8,150 $ 1641
Buildings ..ot 45,771 25,811 52,287 30,214
Equipment ... .. .. 75,622 47,438 77,061 51,425
Railway rolling stock leasing fleet ...... 142,304 55,173 129,565 50,730
$271,122 $129,708 $267,063 $134,010
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8. Owing to affiliated companies:
The liability to affiliated companies at December 31, 1978 includes
$2,468,000 (1977 — $3,887,000).

advances from the parent company of

9. Long term debt:

1978 1977

(in thousands)

Canadian General Transit Company, Limited (55% owned) —
Equipment Trust Certificates

el e T e R e e B N NS WS S e SR e S 12 $ 284
First Mortgage Sinking Fund Equipment Notes
bl — 99 due 979 — 1989 (LS. 89.125000) .....civinivvvseomoninoin e 9,750 10,821
Se g o s L e e e e S e B 34,805 26,607
First Mortgage Serial Equipment Notes
Bl cic TO7O e FABAR 5 i, s [l con b8 Do e B R R s e T R T Ve e 690 805
e ey A1 2n X e B =L E R S F RS0 U =S e R o UL R — 1,650
45,357 40,167
Less — Due within one year included in current liabilities ...................... 3,878 4810
$41,479 $35,357

Principal payments on long term debt will be as follows:

Year ending December 31 Amount

(in thousands)

o e e S SR Rl S TR R IR e e $ 3878
G e g e b S s ALl AP et 3,821
e i e e e e sl =S R e ok St Ak T 3,821
o B e e MR B T S U R 3,821
TR S e o o e i S e e e el 3,821
gron LSl s i SNl el S W SR e 26,195

$45,357

Railway rolling stock with a net book value of $61,006,000 is pledged by Canadian General Transit Company,
Limited as security for its long term debt.

Long term debt payable in foreign currencies translated at historical rates of exchange amounts to $8,677,000 after
deducting the portion covered by forward foreign exchange contracts. At the year-end rate of exchange this debt
would be $9,609,000.

10. Pensions (See Note 1):

The provision for unfunded pensions of $3,606,000 at December 31, 1978 together with future tax allowances is
considered adequate to provide for the cost, based on actuarial computations, of pensions under these unfunded
plans. Pension payments, after income taxes, of $404,000 were charged to the provision for unfunded pensions in
1978.

With respect to funded pension plans, the present value of past service obligations to be met, based on actuarial
computations, is approximately $15,400,000 at December 31, 1978. These obligations are to be settled by annual
payments charged to operations through 1993. During 1978 an amount of $1,713,000 was charged to operations
with respect to these obligations.
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11. Amalgamation:

At Special Meetings of Shareholders of Hawker Siddeley Canada Ltd. and Hawker Industries Limited (a 99.87%
owned subsidiary) held on September 22, 1978, approval was given for the amalgamation of the two companies.
Accordingly on October 2, 1978 Letters Patent were obtained amalgamating and continuing the two companies as
Hawker Siddeley Canada Ltd.

12. Preferred and common shares:
Shares Dollars
(in thousands)

Preferred shares — 5%% cumulative
redeemable of the par value of $100 each

Autinetized, issiied ahd QUISIERNING ) . v vy voems o s pommons s owumen s 5 vamews 140,000 $14,000
Common shares without nominal or par value —
Alihdrized — Class A convertible: . . .. wi o« caws o ¢ ovsrs s s s csms ¥ e s 10,000,000
— ClassBconvertible .....cciiimmiiiiiiiiiie i i 10,000,000
Issued and outstanding —
—IG1ESS A BONNEIIAS & s suwsens 55 venns 5 580000 5 & SueBits § § patnad 7,728,405 51,568
— ClassBconvertible ...t 421,896 2,815
8,150,301 54,383
$68,383

The outstanding preferred shares are redeemable at the option of the Company at $105 per share.

The Class A shares and Class B shares are convertible into one another on a share-for-share basis and rank
equally with respect to dividends and in all other respects. Amendments to the Income Tax Act, Canada in
December 1977 terminated the right of holders of Class B shares to defer taxation on dividends paid on these
shares after 1978.

During the year, options were exercised by a former officer for 13,000 Class A common shares for a consideration of
$43,550. At December 31, 1978 there are no options outstanding.

On amalgamation with Hawker Industries Limited, 7,960 Class A convertible common shares were issued to the
former minority shareholders of that company and the interest of minority shareholders of Hawker Industries Limited
in the $19,900 of share capital of that company has been included in the paid-up value of the common shares.

13. Contingent liabilities:

The Company and subsidiaries are contingently liable (principally for trade notes discounted) in the approximate
amount of $2,600,000 (1977 — $3,000,000). Possible losses on claims and suits related to product sales have been
provided for in an amount considered to be adequate.

14. Commitments:

At December 31, 1978, expenditures of approximately $27,100,000 (including $23,500,000 for the railway rolling
stock leasing fleet) are required to complete capital programs. Also, an amount of $42 500,000 including
$29,325,000 for the railway rolling stock leasing fleet had been authorized by the Directors but not committed.

15. Government assistance:

During the year the Company received $2,379,000 under various govenment assistance programs. Of this sum,
$1,723,000 was received under the Shipbuilding Temporary Assistance Program for credit to the purchasers of
vessels for the export market, $21,000 was applied in reduction of the cost of fixed assets and the balance of
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$635,000 was applied in reduction of costs, primarily for product development. Government assisted programs are
proceeding in accordance with their respective terms and no liability for repayment of such assistance under
various contingency clauses is foreseen.

16. Remuneration of directors and officers:

For the year 1978 six directors received remuneration of $36,996 (1977 — $33,542) and seven directors and two
past directors received no remuneration as directors. Thirteen officers, of whom six are also directors, and three
past officers received remuneration of $677,528 (1977 — $674,496).

17. Subsequent event:
Subsequent to December 31, 1978, a subsidiary purchased the assets and business of Corinth Machinery
Company, Corinth, Mississippi for a cash consideration of approximately $4,100,000 U.S.
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Auditors’ Report

To the Shareholders of
Hawker Siddeley Canada Ltd.:

We have examined the consolidated balance sheet of Hawker
Siddeley Canada Ltd. as at December 31, 1978 and the
consolidated statements of income and retained earnings and
changes in financial position for the year then ended. Our
examination was made in accordance with generally accepted
auditing standards and accordingly included such tests and other
procedures as we considered necessary in the circumstances.

In our opinion, these consolidated financial statements present
fairly the financial position of the Company as at December 31,
1978 and the results of its operations and the changes in its
financial position for the year then ended in accordance with
generally accepted accounting principles applied on a basis
consistent with that of the preceding year.

Price Waterhouse & Co.
Chartered Accountants

Toronto, Ontario,
March 15, 1979
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Hawker Siddeley Canada Ltd. and Subsidiary Companies
Miscellaneous Data on Sales, Employees and Shares

1978 1977
Sales ($000):
By Canadian factories —
to Canadian MarketS ... ......etro e e e e $222,947  $217,088
o ERpeInt TNBIBIS e r s w 5 & arsn, 5 5 & Beiei 5 5 ¢ Sa0i 5 § ¥ GOBIS B § 7 S0005 % § § RIse 8 81,109 86,497
304,056 303,585
By foreign subsidiaries (excluding sales of products of Canadian factories) .... 94,265 59,104

$398,321 $362,689

The average weekly number of employees was:

= T T 6,107 6,298
e LI A EIRGEBER: o & 5 s « « mesavnms 5 % waswm s & e 5w o8 784 709

in the United States of America and other countries ................coivien.. 108 90
6,999 7,097

Aggregate remuneration of employees was ($000) .............. ... ... $127,282  $121,268

Common share dividends for 1978 have been declared as follows:

Record Date Payable

December 29, 1978 Januany T VOPT . o omensna s sowans o ponses & 5 g $ 12
September 26, 1978 October 16, 1978 ... ... i 10
June 23, 1978 JUVE 14 19FE s 5 0 ¢ wvnnnn & 5 6 g 5« & proigmes « 5 o .10
March 24, 1978 April 14, 1978 .. 10

Preferred share dividends:
Quarterly dividends of $1.4375 were paid on the 2nd day of January, April, July and October, 1978.

The Department of National Revenue has published the following “Valuation Day” share prices (December 22,
1971) for income tax purposes.

Preferred SNareS . ...t e $58.50
COMMON SNAMSS « : « symming o & 5 e £ 5 & Savus 55 SaemE & & ¢ HevEn s & 5 semees @ & Sas $ 2.40
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Divisions and Subsidiaries

Divisions:

Canadian Bridge Division, Windsor, Ont.

Canadian Car Division, Thunder Bay, Ont.

Canadian Car (Pacific) Division, Surrey and
Prince George, B.C., Burlington, Ont.

Can-Car Trailer Division, Rexdale, Ont.,
Quebec and Montreal, Que.

Canadian Steel Foundries Division, Montreal, Que.

Canadian Steel Wheel Division, Montreal, Que.

Forestry Equipment Division, Mississauga, Ont.

Orenda Division, Mississauga, Ont.

Trenton Works Division, Trenton, N.S.

Subsidiaries:
Can-Car, Inc., Atlanta and Waycross, Ga.,
McComb, Miss., U.S.A. (100%)~
Chip-N-Saw, Inc., Memphis, Tenn., Atlanta, Ga.,
Portland, Ore., Fayetteville, N.C.,
Shreveport, La., Meridian, Miss., U.S.A.
Corinth Machinery Company, Corinth and
Tupelo, Miss., Jackson, Tenn., US.A™*
The Dosco Corporation, Pittsburgh, Penn,,
Denver, Col., U.S.A.
Dosco Overseas Engineering Limited,
Tuxford, England (100%)"
Hollybank Engineering Company Limited,
Tuxford, England
Orenda Engines Inc., Buffalo, N.Y., U.S.A. (100%)*
Orenda (International) Limited,
Mississauga, Ont. (100%)*
Canadian General Transit Company, Limited,
Montreal, Que., Toronto, Ont., Moose Jaw, Sask.,
Red Deer, Alta. (55%)"

*percentage control by Hawker Siddefey Canada Ltd.
**aperations commenced in 1979



Products and Services

Equipment for the transportation industry:
Canadian Car Division

Can-Car Trailer Division

Canadian Steel Foundries Division

Canadian Steel Wheel Division

Trenton Works Division

Canadian General Transit Company, Limited
Railway passenger cars (subway, commuter, and
inter-city); light rail vehicles; highway trailers;
railway castings,; trackwork; railway wheels; railway
freight cars and tank cars; railway axles; railway
tank car and special freight car leasing; bulk liquid
storage terminals.

Equipment for the forestry and forest products
industries:

Canadian Car (Pacific) Division

Forestry Equipment Division

Can-Car, Inc.

Chip-N-Saw, Inc.

Corinth Machinery Company

Log skidders and other forest harvesting
equipment; sawmill and lumber processing
equipment; electric-electronic control equipment.

Equipment for the mining industry:

Dosco Overseas Engineering Limited

Hollybank Engineering Company Limited

The Dosco Corporation

Canadian Steel Foundries Division

Mining and tunnelling machines; support systems
for mining roadways and civil engineering tunnels;
castings for the mining industry.

Other general engineering and services:
Canadian Bridge Division

Canadian Steel Foundries Division

Canadian Steel Wheel Division

QOrenda Division

Orenda Engines Inc.

Orenda (International) Limited

Trenton Works Division

Electric power transmission towers, poles, and
structure testing, communications structures; sub-
station structures; industrial castings; industrial
wheels; graphics services; industrial gas turbines;
gas turbine components; aircraft gas turbine repair
and overhaul, components for nuclear power
applications; engineering, design and laboratory
testing services; forgings; storage and pressure
tanks; steel fabrications.
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Hawker Siddeley Canada Ltd.
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