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THE COMPANY

Harding Carpets Limited is the
largest manuiacturer of carpet in
Canada, supplying retailers and
the contract market from its own
distribution centres. Products are
marketed under three brand
names - Harding Carpets, Seneca
Carpets and Venture Carpets. Fully
integrated, the Company spins,
heat-sets and processes a complete
range of carpet yarns. Tufting,
dyeing and finishing carpetis -
performed at three manufacturing
plants. Harding's capability places
it among the largest carpet produ-
cers in North America, and its
designers and engineers utilize the
latest in spinning and colour tech-
nology. Their results are seen in
domestic and commercial use
across Canada and as well in
countries to which Harding
exports.

COVER:

The colours are so carefully
blended in Glowing Shadows.that
they appear to ebb and flow -
ever-changing. This fashionabie
Saxony has the superb pencil-point
tuft definition of Harding's unique
DYNA-SET process.

The Annual Meeting of
shareholders will be held on
January 28, 1980, at the Executive
Offices of the Corporation, located
at 35 Worcester Road, Rexdale,
Ontario at 10:30 a.m.

On peut obtenir un exemplaire en
frangais de la lettre que le Président
du Conseil et le Président ont
addressée aux actionnaires en
écrivant au Secrétaire de la
Compagnie.



FINANCIAL HIGHLIGHTS

Year Ended Year Ended
Oct. 31, 1979 Oct. 31,1978
SALES $76,456,438 $73,709914
LOSS BEFORE PREFERENCE DIVIDENDS
AND EXTRACRDINARY ITEMS (52,368) (1,420,550)
PREFERENCE DIVIDENDS AND EXTRAORDINARY ITEMS:
Preference Dividends 713.313 _—
Gain (Loss) on sale of properties, less related taxes  (58,226) 505,152
LOSS FOR THE YEAR (823,907) (915,398)
Per Share $(.16) $(.18)
As a percentage of sales (1.1)% (1.2)%
As a percentage of capital employed! (1.7)% (.4)%
As a percentage of shareholders’ equity? (4.1)% (4.3)%
DIVIDENDS PAID ON CLASS A, B, C
ANDDSHARES 5 — $.04
CAPITAL EXPENDITURES 1,584,975 1,693,670
WORKING CAPITAL 23,347,453 12,634,063
Ratio of current assets to current liabilities 25t01 15to01
SHARES QUTSTANDING
Class A and Class B 3,542,720 3,508,550
Class Cand Class D 1612472 1:612:472
Number of shareholders, 98% Canadian
(197898%) 2,905 3,127
Salaries, wages and employee benetits $20,780,250 $19,220,444
Number of employees (average) 1.4 2] 1,457

| Net income as related to capital employed represents earnings adjusted for the net cost of interest on
long-term debt and is calculated on total assets less current liabilities at beginning of year.

2 Shareholders’ equity at beginning of year.
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REPORT TO SHAREHOLDERS

The year 1979 was one of major progress in our plan to restore
the Company to a profitable position. While operations for the
year resulted in a loss, the operating improvement over 1978
was significant. With the exception of this year's second quarter
when results were adversely affected by both a five-week strike
at the Drummondville, Quebec plant and some fall-off in
consumer demand, each quarter showed improvement over the
preceding one.

In previous reports, we stressed the emphasis being placed on
strengthening our product line and improving our distribution
and marketing organizations. Many of these changes have now
been implemented, and dealer reaction to our new carpet styles
is most enthusiastic. The impact of these changes takes time.
Substantial evidence of progress, however, can be seen in the
results for the fourth quarter, when sales were higher than in any
quarter in the Company's history and operations were profitable.

The past year saw continuation of many of Canada's economic
problems with high interest rates, persistent inflation, high
unemployment and some easing of consumer demand. These
factors, together with rapidly rising prices for raw materials,
many of which are petro-chemical based, presented challenges
to the carpet industry. Costs were increased a number of times
throughout the year and most were passed on by raising selling
prices. Despite these adverse factors the Canadian carpet market
exhibited growth in square yardage of about 5% over the
previous year, with imports declining slightly. In 1980 we expect
the industry to show modest growth in domestic shipments while
export sales should continue to improve, given reasonable
stability in international markets. These trends should contribute
to a better operating level for the industry’'s manufacturing
capacity in general.

Positive results are now being felt from the many changes made
to rebuild the product line, reduce expenses, and improve
liquidity through better control of inventory, receivables and



capital expenditures. The reorganization of a company inevitably
creates difficulties and challenges. The success achieved this
year would not have been possible without the positive attitude of
our employees, for which we are indeed gratetul.

While much more remains to be done, real progress was made in
1979. Performance has improved and we expect this trend to
continue. Qur Company is now in a much stronger position to
meet the economic uncertainties that lie ahead. The first quarter
of 1980 will be relatively weak, as is the usual pattern in the
industry, although results should be better than last year. For the
balance of 1980 we expect the Company will increase its market
share and improve its earnings.

The Annual Meeting of Shareholders will be held on Monday,
January 28, 1980, at 10:30 a.m. at the Corporation’s Executive
Offices, 35 Worcester Road, Rexdale, Ontario. We welcome this
opportunity to meet with shareholders and review the affairs of
the Corporation.

On behalf of the Board.

Chairman
December 14, 1979

President and
Chief Executive Officer
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THE YEAR IN REVIEW

EARNINGS

For 1979 the loss from operations, after preference dividends of $713,313,
was $765,681, compared with a loss in 1978 of $1,420,550. The Company
incurred an extraordinary loss in 1979 of $58,226 from the sale of its Guelph
property and this brought the final loss to $823,907. In 1978 an
extraordinary gain of $505,152, arising from the sale of the Vancouver
warehouse, reduced the loss for the year to $915,398. The 1979 loss per
share after preference dividends but before extraordinary items was 15¢, a
noticeable improvement over the 28¢ loss in 1978. After extraordinary items
the 1979 loss was 16¢ per share compared with 18¢ last year.

Gross profit margins, while still not satisfactory, showed some
improvement over 1978. The Company was able to pass on the majority of
the many raw material cost increases but there is little doubt that escalating
costs depressed margins somewhat.

With stringent controls, selling, administrative and distribution expenses
were below that of the previous year. Part of the improvement was due to a
significant reduction in bad debts and administration has improved substan-
tially in this area, a problem during 1978. The condition ofaccounts receivable
in terms of days salesoutstanding and liquidity showed amarkedimprovement
over the previous year.

Interest on long term debt decreased at a rate greater than usual as the
proceeds from the sale of our Guelph property were used to reduce long
term debt. The reduction in other interest costs is mainly due to the issue in
December 1978 of $1 2,000,000 of Floating Rate Term Pretference Shares,
which reduced current bank advances. This issue improved working capital
and generated cash savings.

FINANCIAL RESOURCES

Inventories rose to $18,595,413 compared with $15,237,163 in 1978 and,
while there was some increase in physical inventory, a large portion of the
increase was due to rapidly rising raw material prices. Improved product
management together with more effective inventory control and production
planning resulted in improvement in inventory turns and a reduction in
product obsolescence.

Working capital increased by $10,713,390 primarily due to issue of the
Term Preference Shares. Long term debt was reduced by $1,810,000.

Fixed asset additions were held to an absolute minimum with the
exception of equipment needed for new product styling and manufacturing
efficiency. These amounted to $1,584,975 for the year, the lowest level since
1970.

In addition to improving both our product line and marketing and
distribution organizations, a major goal for 1979 was to improve working
capital and strengthen the liquidity of our receivables.and inventory.
Improved inventory control and distribution management resulted in the
identification of warehouse facilities surplus to our needs and our warehouse
in the Braneida Industrial Park, Brantford, Ontario, has been offered for sale,
as advised in the third quarter report. Subsequent to October 31, 1979 the
Company entered into an agreement to sell its warehouse in Montreal which
was larger than required for the foreseeable future, and has leased a new
warehouse more suited to its needs. Proceeds as realized from the sale of
these two properties will improve working capital and reduce overhead
costs.

Sample print of a new design is produced by
laboratory technican Michele Guz, watched by
William D.L. Sherren, Vice-President, Styling and
Product Development (above top).

Sun Isle (above centre) is available in eight
contemporary colours. The 100% Nylon pile is
continuous heat set to ensure excellent appear-
ance retention - today's styling at a popular price
point.

With background of product for Atlantic Provin-
ces dealers, Norman J. Bell, Vice-President,
Finance and Administration (above), examines
order printout with Bill Yeomans, District Sales
Manager - Atlantic Region.
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THE YEARIN REVIEW

SALES AND MARKETING

Consolidated sales for the year were $76,456,438, up 3.7% over the
previous year. Yardage sold declined slightly from 1978. Some loss in
volume was due to major changes to the product line and a change in
emphasis away from select low margin carpet styles. These adjustments
have now been made and were a major factor in the strong sales
performance in the fourth quarter.

Our maijor selling organization, the Harding Division, was recrganized
during 1979 into two separate groups, Harding Distribution and Harding
National Accounts. Harding Distribution markets carpet to dealers across
Canada through six Company distribution centres. During the year Mr. Paul
D. Brown was appointed Vice-President, Marketing with primary responsi-
bility for the Harding Distribution organization. The distribution function was
further strengthened by the addition of new sales personnel, reorganization
of customer service and merchandising departments, and a concentrated
program to strengthen our dealer base. Major national retail accounts are
now serviced by the Harding National Accounts group.

The Seneca Division, which sells to independent distributors, enjoyed a
year of excellent growth. New distributors were appointed for the provinces
of Ontario and Quebec and these made major contributions to this division’s
gain. With distribution channels now well established, and a new expanded
product line, continued growth is expected.

Export sales continued to grow but this division has yet to reach its full
potential. Australia continues to be our largest market but other areas such
as the Middle East, Far East, United Kingdom and the Caribbean exhibited
improvement in 1979. The sales organization has been expanded to develop
| new market areas.
| We previously mentioned that, due to changes to strengthen both
| manufacturing and marketing at Venture Carpets, improved performance

was anticipated. This recovery was impeded somewhat by a strike during
March and April which resulted in substantial loss of business. Despite this,
Venture's performance in the fourth quarter of 1979 improved significantly.
Emphasis continues on product and marketing development and should
enable Venture to continue the improved trend evident in the fourth quarter.

VENIUE

PRODUCT

Major emphasis was directed at rebuilding the product line and significant
progress was made and confirmed by enthusiastic market acceptance of
many new products. The product development group was strengthened and
is now more aware of marketplace needs. New technology was intrcduced,
particularly in the colour application area and this, together with the addition
of new continuous heat setting equipment, has enabled us once again to
establish industry leadership.

y The Company has a wide variety of modern manutfacturing equipment
which permits considerable flexibility in developing new products for both René L. Germain, Executive Vice-President and
the residential and commercial markets. General Manager, Venture Carpets of Canada

Lid. (above top), comments on dealer display
materials at Venture showroom in Montreal.

MANUFACTURING

Caribe (above) with its multi-coloured subtle

C.‘aplﬁal expenditures during 1979 were mainly for equipment needed to pattern effect is produced with Venture's Space
maintain manufacturing efficiency and to allow the introduction of many Colour process in nine dilferent colourations. It is
new styling techniques. New continuous heat setting capacity was installed suitable for any room in the house.

ind additional units are on order for delivery early in the new year. Our
inning plant is now operating close to capacity and this is expected to
bntinue into 1980.



Vice-President, Information Systems, Zafar Khan
(above top) gives some pointers to Ditty DeBruyn,
customer service clerk at the Rexdale Distribu-
tion Centre.

Paul D. Brown, Vice-President, Marketing,
(above) checks progress of a major office
building contract with Mike Plaiz, Contract Sales
Manager. Custem quality product is styled to
enhance open office design.

THE YEAR IN REVIEW

Throughout the year, emphasis was directed at improving quality control,
increasing efficiency, and reducing costs. As a result of the many new
processing techniques and carpet styles introduced, start up costs were
higher than usual but are now returning to normal. Our manufacturing
plants are among the most up to date in North America and have the
capability of producing higher volumes without major equipment additions.

ADMINISTRATION

In September 1979, the Company's executive offices located in downtown
Toronto were moved to our main distribution centre in Rexdale, Ontario. A
number of functions now consolidated at this location have resulted in
improved administrative efficiency and expense reduction. A new computer,
scheduled for delivery early in 1980, will be located here. This computer will
be linked directly to all distribution centres and manufacturing plants and a
number of new systems are being developed with emphasis on customer
service and inventory control.

PERSONNEL

The average number of employees for 1979 was 1,421 compared to 1,457
the previous year. Two union contracts were negotiated during the year, both
for two-year periods covering employees at Collingwood, Ontario and
Drummondville, Quebec. The contract covering our manufacturing
employees in Brantford, Ontario expires in August of 1980.

CANADIAN MARKET Estimated

Total Percentage

Square of Total Consumption in Square Yards
Canzgiradrf Supphﬁ? Canada USA
Market Canadian Per Per Per Per
(000's) Mills Household Capita Household Capita
1969 38,369 88.2 6.96 1.83 9.68 295
1970 38,766 90.0 6.87 1.82 10.21 3.13
1971 47,720 90.1 8.26 2.21 10.89 341
1972 65,358 89.2 10.70 3.00 13.31 4.25
1973 79,467 879 12.68 3.60 13.98 4.54
1974 87,995 86.6 13.55 3.92 12:51 4.13
1975 88,479 86.1 13.20 3.88 10.53 3.61
1976 92,223 86.3 13:33 4.01 11.89 4.03
1977 94,437 90.4 13.27 4.06 12.80 4.38
1978 92,792 83.4 12.68 3.95 13.30 4.58
% Increase
1969-1978 141.8 59 82.2 1158 374 35:3

Exports & Automotive Carpet have been excluded. Adjustments from previous reports have
been made in accordance with latest available information.
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CONSOLIDATED STATEMENT OF INCOME AND RETAINED EARNINGS

For the Year For the Year
Ended Ended
Oct. 31, 1979 Oct. 31,1978
SALES $76,456,438 $73,709,914
COST OF SALES 62,204,959 60,780,342
GROSS PROFIT FROM OPERATIONS 14,251,479 12,929,572
DEDUCT the following items:
Selling, administrative and distribution expense 12,663,547 13,040,854
Interest on long-term debt 1,453,498 1,586,894
Other interest 634,802 1,380,974
14,751,847 16,008,722
LOSS BEFORE TAXES AND OTHER ITEMS (500,368) (3,079,150)
INCOME TAXES (Note 9):
Current 162,720 125,987
Deterred (610,720) (1,784,587)
(448,000) (1,658,600)
LOSS BEFORE PREFERENCE DIVIDENDS AND EXTRAORDINARY ITEMS (52,368) (1,420,550)
Preference Dividends o3 203 =
(765,681) (1,420,550)
EXTRAORDINARY ITEMS:
Gain (loss) on sale of properties less related
taxes of $(167,000), 1978 - $99,000 (58,226) 505152
NET LOSS FOR THE YEAR APPLICABLE TO CLASS A, B, C AND D SHARES (823,907) (915,398)
RETAINED EARNINGS AT BEGINNING OF YEAR 16,972,382 18,092,202
16,148,475 17,176,804
LESS:
Capitalization of retained earnings (Note 6) 5,992,005 —
Dividends paid and related taxes thereon
applicable to Class A, B, C and D shares = 204,422
RETAINED EARNINGS AT END OF YEAR $10,156,470 $16,972,382
LOSS PER SHARE:
Before extraordinary items $(.15) $(.28)
After extraordinary items $(.16) $(.18)



CONSOLIDATED BALANCE SHEET

ASSETS Oct. 31,1979 QOct. 31,1978
CURRENT:
Accounts receivable, less allowance for doubtful accounts $19,166,200 $19,698,573
Inventories (Notes 1(b) and 2) 18,595,413 15237163
Prepaid expenses 738557 809,139
TOTAL CURRENT ASSETS 38,500,170 35,744,875
FIXED (Notes 1(c) and 3):
Land, buildings and equipment 42 482,442 43,335,529
Less: Accumulated depreciation 18,093,996 16,906,476
24,388,446 26,429,053
$62,888,616 $62,173,928
LIABILITIES AND SHAREHOLDERS' EQUITY
CURRENT:
Bank advances $ 4,872,887 $14,656,591
Accounts payable and accrued liabilities 9,308,655 7,539,202
Income taxes payable 81,175 —_
Instalments on long-term debt due within one year 890,000 915,019
TOTAL CURRENT LIABILITIES 15, 152717 23,110,812
LONG-TERM DEBT (Note 4) 13,715,000 15,525,000
DEFERRED INCOME TAXES (Note 1(d) 2:581. 77T 3,359,497
TERM PREFERENCE SHARES (Note 5) 12,000,000 -
SHAREHOLDERS' EQUITY:
Capital stock (Notes 6 and 7) 9,282,652 3,206,237
Retained earnings 10,156,470 16,972,382
19,439,122 20,178,619
$62,888,616 $62,173,928
Approved by the Board

O = e
Director Director

1L
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CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION

Forthe Year Forthe Year
Ended Ended
Oct. 31, 1979 Oct. 31, 1978
FINANCIAL RESOURCES WERE PROVIDED BY:
Operations —
Loss for the year before preterence
dividends and extraordinary items $ (52,368) $ (1,420,550)
Charges (credits) not involving current funds —
Depreciation 2,560,080 2,480,297
Deferred income taxes (610,720) (1,784,587)
1,896,992 (724,840)
Issue of preference shares (Note 5) 12,000,000 —
Issue of Class A shares (Note 7) 84,410 26,320
Fixed asset disposals 1,065,502 608,041
Gain (loss) on sale of properties (225,226) 604,152
14,821,678 813673
FINANCIAL RESOURCES WERE USED FOR:
Expenditures on fixed assets 1,584,975 1,693,670
Preference dividends 213313 —
Dividends paid, less related taxes applicable,
on Class A, B, C and D shares = 204,422
Reduction in long-term debt 1,810,000 915,015
4,108,288 2,813,107
Increase (decrease) in working capital 10,713,390 (2,299,434)
Working capital at beginning of year 12,634,063 14,933,497
Working capital at end of year $23,347,453 $12,634,063




NOTES TO FINANCIAL STATEMENTS
Year Ended Oct. 31,1979

NOTE 1 - ACCOUNTING POLICIES:

(a) Principles of consolidation - The consolidated
financial statements include the accounts of
Harding Carpets Limited and its subsidiaries, all
of which are wholly-owned.

(b) Inventories - Inventories of raw materials and
goods in process are valued at the lower of cost
and replacement cost and inventories of finished
goods at the lower of cost and net realizable value.

(c) Fixed assets and depreciation - Fixed assets
are stated at cost. Depreciation is computed by the
straight-line method based on the estimated
useful lives of the depreciable assets at rates of
214% for buildings and 9% for machinery and
equipment. Gains and losses on disposal of fixed
assets are included in earnings and the costs and
accumulated depreciation related to these assets
are removed from the accounts.

(d) Income taxes - Deferred taxes arise as a result
of claiming capital cost allowances for tax
purposes in excess of depreciation recorded in
the accounts. Federal tax credits are recognized
as a reduction of income taxes when earned.

(e) Earnings per share - Earnings per Class A, B,
C and D shares are calculated by dividing net loss
less preference dividends by the weighted
monthly average of the number of shares
outstanding during the year.

NOTE 2 - CONSOLIDATED INVENTORIES:
1979 1978
$ 3,147,406 $2:317,196

Raw materials

Goods in process 4,560,689 4,772,702
Finished goods 10,887,318 8,147,265
$18,595,413 $15,237,163
NOTE 3 - CONSOLIDATED FIXED ASSETS:
1979 1978
Accumulated Accumulated
Cost Depreciation Cost Depreciation
Land $ 856,129 % 3 862384 .5
Buildings 15,096,368 3,491,206 16,048,953 3,673,589
Machinery
and

equipment 26,529,945 14,602,790 26424192 13,332,887
$42,482,442 $18093996 $43,335529 $16,906,476

NOTE 4 - LONG-TERM DEBT:

(a) Secured by a floating charge
in favour of the debenture
holders.

Series A, 6% 1984

The sinking fund requirements
call for payments of $200,000
per year, leaving a balance of
$800,000 due in 1984.

Series B, 6-7/8% 1987

The sinking fund requirements
call for payments of $1035,000
per year, leaving a balance of
$531,000 due in 1987.

Series C, 8-5/8% 1992

The sinking fund requirements
call for payments of $125,000
per year through 1986 and
$155,000 per year from 1987
through 1991, leaving a balance
of $656,000 due in 1992.

Series D, 10-1/4% 1994

The sinking fund requirements
call for payments of $230,000
per year through 1988 and
$290,000 per year from 1989
through 1993, leaving a balance
of $1,261,000 due in 1994.

SeriesE, 11-3/8% 1994

The sinking fund requirements
call for payments of $210,000
per year through 1988 and
$265,000 per year from 1989
through 1993, leaving a balance
of $1,357,000 due in 1994.

The Trust Indentures underlying
the outstanding debentures con-
tain covenants which place lim-
itations on the payment of
dividendson Class A, B, Cand D
shares. There were no consoli-
dated retained earings

from restriction as of October 31,
1979. Elimination of this restric-
tion will be dependent upon
future earnings.

(b) Long-term debt of subsidiary,
Venture Carpets of Canada Lid.,
secured by a first mortgage
incurred prior to acquisition
September 1, 1975, at an inter-
est rate of 8% requires principal
payments of $20,000 in each of
the years 1980 to 1983

Less: Instalments due
within one year

(c) Long-term debt instalments
in the aggregate of $890,000 are
payable in each of the years
1980 through 1983 and

— $1,470,000in 1984.

1979 1978

$ 1,600,000 $ 1,900,000
1,266,000 1,450,000
2,306,000 2,575,000
4,781,000 5,310,000
4,572,000 5,080,000
14,525,000 16,315,000
80,000 125,019
14,605,000 16,440,019
890,000 915,019
$13,715,000 $15,525,000

13
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NOTE 5 - TERM PREFERENCE SHARES:
Authorized — Shares Value

Preference shares
with a par value

of $25.00 each,

issuable in series 1,000,000

Issued and

outstanding —

Series A preference

shares 480,000 $12,000,000

The Articles of Incorporation were restated
and/or amended following shareholder approval
on November 6, 1978 to provide for an increase
in the authorized capital of the Corporation by
creation of 1,000,000 preference shares with a
par value of $25.00 each, issuable in series.

During the year, the Corporation sold 480,000
Series A preference shares, with a par value of
$25.00 each, for $12,000,000 to two Canadian
banks. The Series A shares have a cumulative
floating rate dividend equal to one-half of the
bank's prime rate plus 1-3/8 percent. The shares
must be redeemed by the Corporation at their par
value plus all accrued and unpaid dividends by
September 30, 1984 and may be redeemed by
the Corporation on or after September 30, 1980 if
certain conditions relating to source of funds are
met.

The preference shares are non-voting except at
meetings relating to the liquidation, winding
up, or other distribution of the assets of the
Corporation.

The preference share subscription agreement
contains a number of restrictive covenants
relating to the payment of dividends, share-
holders’ equity and working capital levels,
working capital ratios and the general financial
condition of the Corporation. In the event of
default, the Corporation is required to provide
security to the banks under Section 88 and an
assignment of book debits.

NOTE 6 - CAPITAL STOCK:

Authorized — Shares

Class A and Class B non-voting intercon-

vertible shares without par value 6,000,000

Class C and Class D voting interconvertible

shares without par value 2,999,000

Common shares without par value 1,000
9,000,000

Issued and outstanding —

1979 1978
Shares Value Shares Value

Class A and

Class B

non-voling

interconvert -

ible shares

without par

value 3,542,720 $6,285,343 3,508,550 $2,095,520

Class C and

Class D voting
interconvert -

ible shares

without par

value 1,612,472 97,309 1612472 1,110,717
282,652 5,121,022 $3,206,237

The Articles of Incorporation were restated
and/or amended following shareholder approval
on November 6, 1978 to provide for:

(i) Reclassification of the Class A and Class B
shares with a par value of 16-2/3¢ each to shares
without par value.

(ii) The capitalization of 1971 capital surplus on
hand by a transfer of $5,992,005 from retained
earnings to paid-up capital relating to the issued
and outstanding Class A, B, C and D shares. The
provision relative to payment of dividends out of
tax-paid undistributed surplus on hand and 1971
capital surplus on hand was deleted from the
Articles of the Corporation and replaced by a

provision to permit payment of stock dividends on
Class B and Class D shares.

For income tax purposes the transfer of
$5,992,0065 from retained earnings to paid-up
capital was regarded as a deemed dividend of
$1.17 per share out of the 1971 capital surplus
account.

The Valuation Day price for the Class A and Class
B shares is $4.83 and for Class C and Class D
shares is $4.96.

NOTE 7 - EMPLOYEES' STOCK OPTIONS:

Options for 34,170 Class A shares were exercised
during the year ended October 31, 1979 fora
cash consideration of $84,410.

Options for 86,300 Class A shares and 12,000
Class C shares were granted to staff members
during the year. Options outstanding as at
October 31, 1979 were as follows:

Class A Class C
Expiration Number Option Number  Option
date of Price of Price
of options Shares Per Share Shares Per Share
November 3, 1980 67,230 $2.35 2,600 $2.50
June 2, 1981 17,000 SIS —
June 2, 1982 17,000 318 -
June 2, 1983 16,000 315 —
November 3,1981 71,350 2.745 12,000 2.385
188,580 14,600

Options outstanding as at October 31, 1979 do
not vary significantly the diluted share earnings
from reported share earnings.



NOTE 8 - PENSIONS:

In 1948, the Corporation introduced its
Employees’' Pension Plan. This Plan was inte-
grated with the Canada Pension Plan and the
Quebec Pension Plan in 1966. The Plan is
contributory and the liability for past service is
fully funded.

The Deferred Profit Sharing Plan was introduced
in 1960. It is a trusteed plan which is paid for
completely by the Corporation and has to date
been invested mainly in the shares of Harding
Carpets Limited.

Since 1948, net pension and profit sharing
contributions have been as follows:

Company net Employee net
contributions  contributions

Employees’ Pension Plans $3,850,411 $3,378,444
Canada Pension and

Quebec Pension Plan 1,919,148 1,919,148
Deferred Profit Sharing Plan 527,402 =

$6,296,961 $5,29%,592

The cost to the Corporation of the Pension Plans in
1979 was $636,974 (1978 - $574,672 restated
for comparative purposes). No contributions were
made to the Deferred Profit Sharing Plan in either
year.

NOTE 9 - INCOME TAXES:
Taxes for the year include a credit for the 3%

Federal inventory allowance amounting to
approximately $205,000.

NOTE 10 - EVENTS SUBSEQUENT TO BALANCE

SHEET DATE:

The Corporation has entered into an agreement to
sell its warehouse facilities in Montreal for
approximately $650,000. The sale is to be
executed on/or before March 31, 1980. The
Corporation intends to lease more appropriate
space elsewhere in Montreal.

AUDITORS' REPORT

TO THE SHAREHOLDERS OF HARDING CARPETS LIMITED:
We have examined the consolidated balance
sheet of Harding Carpets Limited as at October
31, 1979 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 Corporation as at October 31, 1979 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.

)ﬁgu}w MM Torento,

Chartered Accountants November 30, 1979
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TEN YEAR FINANCIAL SUMMARY

(000's omitted) Year Ended Oct. 31
1979 1978 1977 1976 1975 1974 1973 1972 1971 1970

OPERATING RESULTS

SALES $76,456 $73,710 $73,034 $74,573 $58,748 $57,339 $47,683 $40,076 $32,967 $30,035
Depreciation E566 4805 SeoiB RIS 0 08 ESTESEE 5661 1] 31 1,253 1,053 957
Interest 2,088 296852968 - 2 674 il Grelep e ik 876 761 836 888
Income before
taxes (501) (3,079) 48 - 4810 - 3681 B E80NSSA 38 AN BERE B30 503013
Income taxes (448) (1,659) @10=s].846 stal st prelaliessnls iy iny BREE s e Tt 1,240 960
Preference
Dividends (713) — — = = - — = i =
Extraordinary
Income (58) 505 = = o Iz i foud =t i

NET INCOME! $ (824)% (915) $§ 260 $ 2964 $ 2129 $ 3925 $ 3539 $ 2511 $ 1,299 $ 1,053

Per share? PEECIOR S s BT S ES s D SO R e e 70 % 850 % 27°% .22
As a percentage

of sales (1.1)% (1.2)% 4% 4.0% 3.6% 6.8% 7.4% 6.3% 3.9% 3.5%
As a percentage

of capital

employed (1.7)% (.4)% 2.7% 9.9% Bt 79SS 15 9% < 13.4% 7.4% 6.3%

Asa percentage
of shareholders

equity (4.1)% (4.3)% 12% 144% 108% 229% 245% 207% 11.4% 9.6%
DIVIDENDS PAID ON CLASS
A, B,CANDDSHARES % — $ 204 $ 1,109 $ 1446 $ 1420 $ 1329 % 960 % 796 % 776 $ 770

Per share? $ G DA RS SR e De % 19 .16°% 16 % 16
OTHER FINANCIAL DATA

Capital

expenditures  $ 1585 $ 1694 $ 3092 $ 6616 $ 2822 $ 3447 $ 4534 $ 1,923 $ 1,624 $ 2,025
Working capital 23,347 12634 14933 18165 15525 19,227 11875 12086 8311 8240

Ratio of current

assets

to current

liabilities 2i5o L SHo =Sl oil S8 forl Sl et 2 ol 1:900d . 2 541 - 1.7 o] 7o 1

Inventories $18595 $15,237 $18,251 $22,126 $16,433 $16,617 $13,175 $10,606 $11,396 $11,274
Fixed assets

(net) 24,388 26429 27824 27504 23452 17933 16223 13227 12626 12,209
Long-termdebt 13,715 15525 16440 17430 13,134 1Egienls] 7,645 8,075 5,791 6312
SHAREHOLDERS'
EQUITY $19,439 $20,179 $21,272 $22,106 $20,538 $19,766 $17,113 $14,427 $12,116 %$11,407
Shareholders’
equity per
share 3.78 3.94 4.16 4,33 4,03 3.89 3.38 2.86 2.48 .37

! The net income for the years 1965 to 1973 has benefited under designated area legislation. For the years 1965 to 1967 taxation was reduced and
from 1967 to 1973 income included grants for the Collingwood plant.

2 Adjusted to reflect subdivision of each Class A and Class C share on February 13, 1973.
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