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Indal Limited is a diversified industrial company
with 22 operating subsidiaries and divisions in
Canada and 15 in the United States. Founded in
1964 as a small extruder of aluminum and producer
of cold rollformed metal products, it currently
employs more than 7,000 people at 64 locations
in North America.

Indal subsidiaries and divisions recycle, cast and
extrude aluminum; cold rollform and stamp
aluminum and steel: diecast aluminum and zinc;
temper and laminate glass; and fabricate a broad
range of metal, wood and glass products. The
output of Indal’s plants is sold principally to the
following markets: residential construction, which
includes new housing and home improvement;
non-residential construction: and industrial, which
includes automotive and design engineering.

Sixty-one percent of the common shares of
Indal Limited are beneficially owned by R.T. Z.
Pillar Limited, London, England, a wholly-owned
subsidiary of The Rio Tinto-Zinc Corporation PLC,
a world-wide mining and industrial company:.
The balance is held by institutional and individual

investors, principally in Canada.




Highlights of the year

ended December 31, 1985

Financial

Sales and net earnings established
new records, reaching $931 million
and $41 million ($1.68 per share)
respectively.

The percentage of pretax earnings
to sales (8.2 %) and the percentage
return of net earnings on average
common shareholders” equity
(17.1%) reflected further progress
towards the Company’s goals of
10% and 20 % respectively:.

The Company’s strong financial
position was maintained, with
shareholders” equity increasing to
$258 million and net borrowings of
$84 million falling to only 22.8 % of
funds employed.

Since the end of the year, the
quarterly dividend on the common
shares has been increased from 15¢
to 20¢ and the Board of Directors
has recommended to the
shareholders that the common
shares be split on May 30, 1986 on
a 2 for 1 basis.

Operating

Considerable progress was made
with the divestment and
rationalization of operations not
achieving an adequate return
on investment.

The Company made its first
acquisitions since 1981, with the
purchase of majority interests in
Lamilite Limited and Brampton
Foundries Limited.

Fabricated Steel Products Division
added General Motors’ Spear 1
top-quality supplier rating to the Q 1
rating it had already obtained from
Ford Motor Company:.

Peachtree Doors, Inc. completed a
major expansion of its window plant
in Gainesville, Georgia and is now in
a position to supply a full range of
high quality windows and doors to
the housing industry in the United
States.




Results of the year

ended December 31, 1985

$ thousands except common share data 1985 1984 % increase
Operations
Sales . ... $930,737 $834,782 + 11.5%
Gross profit . ... 239,316 211,746 + 13.0%
Percentage gross profit ............ .. ... ... ... 25.7% 25.3%
Earnings before incometaxes ........................... 76,387 59,700 +28.0%
Percentage earnings before income taxes . ................. 8.2% 7.1%
Net earnings. . . . ..o oottt 40,981 33,470 +22.4%
Percentage return on average common
shareholders equity. ............ ... ... ... ... .. .... 17.1% 16.4 %
Common share data
Earningspershare .............. .. ... .. .. ... ..., $1.68 $1.41 +19.1%
Dividendspershare.............. ... .. ... ... ...... $0.60 $0.55 + 9.1%
Book valiie per SRAFE o » » « s cous s somns a6 simas s samus samnss $10.55 $9.12 +15.7%
Average number of shares outstanding (Hiousands) . . . ... ... ... 24,401 22,524 + 8.3%
Financial position
Common shareholders equity .......................... $257,763 $221,981 +16.1%
Netborrowings . . ............ i 84,429 82,645 + 2.2%
Fundsemployed ........ ... . ... ... ... ... ........ 371,018 327,353 +13.3%
Debt: equityratio .......... ... ... ... 0.33:1 0.37:1
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Report to the shareholders

Review of 1985

Your Company achieved another record year, with sales of
$930.7 million and earnings of $41.0 million ($1.68 per
share) compared with $834.8 million and $33.5 million
($1.41 per share) respectively in 1984.

As anticipated, United States economic growth
slowed significantly in 1985 to 2.2 % compared with the
previous year’s figure of 6.5% . However, interest rates
declined, enabling the residential construction and automo-
tive industries to maintain similar strength to that experi-
enced in 1984. In Canada the economy performed consid-
erably better than had been expected, although as in the
previous year, it varied significantly in different parts of the
country. Western economies, particularly that of Alberta,
were generally sluggish, with Ontario and some areas of
Eastern Canada experiencing the most activity.

In both Canada and the United States, strong perfor-
mances were recorded by the majority of subsidiaries and
divisions within the residential and industrial segments of
your Company. In the non-residential segment, although
high-rise commercial construction was generally very slow,
low-rise commercial building was most active which had a
beneficial effect on those subsidiaries and divisions oper-
ating in this part of the construction industry. Segmented
performances are described in more detail in later sections
of this Report.

Absorbed in the year’s results was the additional cost
of approximately $9.0 million after tax ($0.37 per share)
attributable to the fixed price nature of your Company’s
United States aluminum supply contract. The underlying
strength of your Company is demonstrated by its ability to
achieve record results in spite of this contract, which
terminates in January 1988.

Increased earnings and improved asset management
combined to further strengthen your Company’s financial
position during the year. Operating managers’ growing
awareness regarding the necessity to maximize return on
investment is reflected in the improved percentage of
pre-tax earnings to sales. The percentage of average work-
ing capital to sales of 18.8 % was the best ever achieved by
your Company.

In line with your Company’s policy of seeking to
improve the quality of earnings over the long term, certain
divestments and rationalization of operations which had
failed to achieve an adequate return on investment were
carried out. The operations of the Indal Products Division

in Toronto were discontinued after several years of losses.
Also, in Alberta, the minority interest in Lock-West
Windows Ltd. was purchased and subsequently that com-
pany was merged with Western Aluminum Products Divi-
sion in Calgary and the name changed to Indal Building
Products Division. In January 1986, the business of
Kabinart Corporation in Tennessee was sold. A manufac-
turer of kitchen and bathroom cabinets, Kabinart was not
in the mainstream of your Company’s business and had
repeatedly failed to generate an acceptable return on
investment.

It was indicated in last year’s Annual Report that the
acquisition of new businesses complementary to existing
activities would be pursued and completed provided they
met your Company’s key acquisition criteria. In line with
this strategy, majority interests were acquired in Lamilite
Limited, Orangeville, Ontario, a producer of laminated
glass products, and Brampton Foundries Limited, Bramp-
ton, Ontario, a producer of aluminum castings for general
industrial applications. While neither investment was large,
both companies complement existing operations and man-
agement believes they have substantial growth potential.

Outlook for 1986

No major changes in North American economic conditions
are anticipated. Inflation rates are forecast to remain fairly
stable at current levels and GNP growth is predicted to
show some improvement in both Canada and the United
States. Interest rates are not expected to fluctuate signifi-
cantly in the United States, but recently in Canada they
have shown some volatility in the face of pressure

on the Canadian dollar. However, we believe that currently
higher Canadian interest rates will not have too detrimental
an effect on those markets served by your Company’s
operations. Residential construction markets should retain
similar strength to that exhibited in 1985. Low-rise com-
mercial construction activity is expected to show continu-
ing improvement, as this historically follows buoyant
housing markets. Automotive production may decline in
1986, but based upon business already booked, earnings
from your Company’s automotive operations should show
a further increase during the year. The soft areas of business
will continue to be industrial markets for aluminum extru-
sions in the United States and high-rise non-residential




construction, although some improvements in perfor-
mances from operations serving both segments are
expected.

Free market primary aluminum prices have strength-
ened considerably in recent weeks. Such increases are
welcome, as they narrow the gap between published list
prices and market prices, and help to reduce the burden of
the United States fixed price aluminum supply contract. If
primary aluminum prices rise too quickly, selling price
increases may lag, but on balance, higher aluminum prices
have a beneficial impact upon your Company’s results.

Two major capital projects in the aluminum extrusion
sector are planned to commence in 1986. In Canada,
Indalex Division’s Toronto operation will commence a
program to upgrade and expand its operating facilities.

In the United States, a new aluminum extrusion plant and
paint line will be established in Georgia, initially to service
the growing requirements of Peachtree Doors, Inc. and
eventually to obtain a share of the market in the 28 States
which can be supplied economically from the proposed
location. The combined investment in these projects in
1986 will be $25 million. Total capital expenditures for the
year, including these projects, will be approximately

$60 million.

Long-term strategy

No major change in your Company’s long-term strategy is
planned from that stated in last year’s Annual Report and
emphasis will continue to be placed on the quality of
earnings and not the quantity of sales. Capital expenditures
will stress investment in new plant and equipment for
existing operations which will enable them to reduce costs,
improve productivity and increase their return on invest-
ment while at the same time continuing to supply high
quality products at competitive prices.

The acquisition of new businesses complementary to
present activities will be aggressively pursued but it will be
essential that candidates meet your Company’s basic acqui-
sition criteria of a good track record, good continuing
management and good potential for future growth.

Where necessary, further reorganization and divest-
ment will take place if your Board believes such steps are in
the long-term interest of your Company and will assist in
attaining the corporate goals of an average 20 % return on
common shareholders” equity and a 10 % pre-tax return on
sales.

Conclusion

During 1985 your Company made further progress
towards both its short-term and long-term objectives.
Earnings were at record levels, progress was made with
divestment and reorganization of unsatisfactory operations
and investments were made in existing and new operations
with good growth potential. These trends are expected to
continue in the current year and a further improvement in
earnings is anticipated.

Whatever your Company’s accomplishments, past or
future, they would not have been and they cannot be
achieved without the loyalty and dedication of its many
employees. On behalf of the shareholders we thank them
sincerely for their efforts.

On behalf of the Board

Walter E. Stracey
Chairman of the Board and
Chief Executive Officer

J. Norman McKnight
President and Chief
Operating Officer

March 7, 1986




Residential construction

Segmented financial data

$ millions 1985 1984 9% increase
Externalsales............. 402.5 368.9 + 9.1%
Operating profit . ......... 39.9 329 +21.1%
Operating profit percentage

of external sales......... 9.9% 89%

Canadian market

The Canadian residential construction market is regional
and fragmented in nature. The Company’s objective is to
maintain small, flexible, regional operations, within market
niches, and with strong entrepreneurial management and
low break-even levels. In this way, problems associated
with fluctuating demand, high distribution costs and
service can be minimized.

Review of 1985

As forecast in 1984’s Annual Report, residential construc-
tion activity in 1985 generally followed the same regional
pattern as in recent years. Total housing starts were 165,500
units, a 23 % increase over the 134,900 units recorded in
1984, and the highest since 1981. The greater part of the
increase was recorded in Eastern Canada, particularly
Ontario where starts increased by 33 % . Western Canadian
markets remained soft. Alberta recorded more starts than
in 1984 but activity was still well below historical levels.
Canadian housing starts over the past five years have been
as follows:

thousands 1981 1982 1983 1984 1985
Atlantic provinces 9.3 84 144 108 14.8
Quebec......... 29.6 235 403 419 477
Ontario . ........ 50.2 38,5 549 482 64.3
Prairie provinces . . 8.8 8.9 133 105 124
Alberta ......... 38.5 26.8 17.1 7.3 8.6
British Columbia.. 41.6 198 22.6 162 17.7

178.0 1259 162.6 1349 165.5

(Source: Canada Mortgage and Housing Corporation)

Much of the strength of the Ontario market was due to the
resurgence in construction of single, detached family
dwellings, which are the main source of demand for the
Company’s products. Toronto based operations serving this

Canadian housing starts Canadian prime interest rate s
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market produced excellent results. The construction of
high-rise apartments declined, as continuing rent controls
and the elimination of tax shelters curtailed investment,
and had a negative effect upon operations serving this
market segment. Despite continued poor market condi-
tions, losses at Western based operations were reduced in
1985 as a result of action taken to down-scale operations
and reduce overheads. The merger of Western Aluminum
Products Division and Lock-West Windows Ltd. should
result in a more efficient manufacturing facility and pave
the way for a return to profitability. The new downsized
division, named Indal Building Products Division, will be
better able to take advantage of future recovery in the
Alberta market. The Indal Products Division in Toronto,
engaged in the manufacture of aluminum storm doors and
windows, was closed due to continuing losses.

Outlook for 1986

The housing market is expected to improve further in 1986
with increased activity again centred in Eastern Canada and
with Ontario again showing solid growth. Forecasts project
housing starts of 170,000, a 3 % increase over 1985. Some
overall improvement in Western Canada is likely, with
British Columbia showing modest growth, but with
Alberta remaining very depressed. Plant expansions, sched-
uled for completion in early 1986 at McKnight Window
Industries Division and Peachtree Doors Canada Division
in Toronto, should enable these operations to take further
advantage of the strong Ontario market.

cKnight Window Industries Division produces wood
M windows for the residential construction market in the

Toronto area. Bill Butt is inspecting wood profiles being
processed through a double end tenoner at McKnight's manufacturing
plant. The plant is being expanded in 1986 to meet increased product

demand.










United States market

In contrast to Canada, the United States residential con-
struction market for windows and doors can be served on a
national basis. While gross margins are generally higher at
United States operations, so also are distribution and selling
costs. The result is lower returns on sales than at Canadian
operations.

Review of 1985

United States housing starts held above the 1.7 million level
for the third successive year. In addition, consumer spend-
ing on renovation and property maintenance continued at
a high rate. The Company’s United States operations,
which serve both markets, took full advantage of excellent
conditions to increase sales and improve capacity utiliza-
tion. As a result, earnings from this segment were at a
record level for the second consecutive year. Although
delayed slightly, the expansion of Peachtree Doors, Inc’s
Gainesville, Georgia facility was successfully completed
and customer response to the new double-hung window
manufactured there matched expectations. Increased sales
of Peachtree’s window lines and other new products were a
significant factor in the continued growth of this segment.
Better-Bilt Aluminum Products Co., a supplier of aluminum
windows and doors to the mass merchandiser market, also
enjoyed a successful year despite strong competition.

On aregional basis, construction activity in the
Northeast experienced a significant increase, but there was
a marked decline in home building in the South, where
both Peachtree and Better-Bilt are based. However, as these
operations have national coverage through a network of
distributors and dealers, the adverse impact of regional
declines in activity is considerably reduced. United States
housing starts over the past five years have been as follows:

thousands 1981 1982 1983 1984 1985
Northeast ... 117.3 116.7 167.6 202.7 250.6
Midwest . . .. 165.2 149.1 2179 2429 238.0
South....... 561.6 591.0 9352 864.6 7779
West ....... 240.0 205.4 382.3 4346 466.4
Other. ... ... 16.2 9.9 9.6 6.3 5.0

1,100.3 1,072.1 1,712.6 1,751.1 1,737.9

(Source: U.S. Department of Commerce —Bureau of the Census)

doors for the Ulnited States residential construction market at its

plants in Gainesville and Norcross, Georgia and St. Joseph,
Miissouri. Cathy Green works on Peachtree’s Chadeau® patio door
assembly line at the company's Norcross plant.

! )eachtree Doors, Inc. manufactures high quality windows and
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The business of Kabinart Corporation was sold in January
1986 as part of the planned rationalization of the United
States residential construction segment.

Outlook for 1986

Further rationalization will take place at regional operations
where exposure to market downturn is greatest. In addi-
tion, there will be greater investment in marketing pro-
grams to create consumer awareness of both existing and
new products. With present and planned facilities, the
Company is well placed to increase market penetration and
become one of the largest suppliers of aluminum and wood
window and door products in the United States. With
Peachtree and Better-Bilt supplying both the primary and
replacement markets, the impact of any downturn in either
of these residential construction sectors is lessened.

Interest rates are forecast to remain stable in 1986 and
United States residential construction should sustain its
momentum of recent years. A fourth consecutive year
with housing starts in the 1.7 million range is anticipated,
and operations within this business segment should have
another good year.




Non-residential construction

Segmented financial data

$ millions 1985 1984 % increase
Externalsales. ............ 192.6 148.0 +30.1%
Operating profit . ......... 12.3 122 + 0.8%
Operating profit percentage

of external sales. ... ... .. 6.4% 82%

The Company’s operations serving non-residential con-
struction markets supply two main segments of the North
American market —commercial high-rise construction and
low-rise commercial building. The latter category includes
shopping plazas, indoor malls and low-rise office buildings.
To some extent these two segments tend to be counter-
cyclical to residential construction. Low-rise commercial
construction activity in particular tends to lag residential
construction by up to two years. The Company also
participates to a lesser extent in the agricultural and
industrial construction markets, rollforming aluminum
and steel primarily for use in roofing and siding.

Review of 1985

Activity in the two market segments was markedly differ-
ent in 1985. The growing number of housing starts in
North America in recent years, especially in Ontario and
the Eastern United States, created a strong demand for
additional low-rise commercial structures. As a result,
operations serving this segment of the market — Commer-
cial Aluminum Division in Canada, Tubelite Division in the
United States and the glass tempering companies — gener-
ally enjoyed a successful year. The glass tempering industry
has become increasingly competitive, but the Company’s
emphasis upon service and quality has enabled its opera-
tions to maintain pre-eminent positions in most of their
markets. Conditions in the California market were difficult
and Tempglass Western, Inc. incurred a loss. This situation
should improve in 1986. Lamilite Limited, in which a
majority shareholding was purchased early in 1985, per-
formed even better than expected as demand for its
specialty laminated glass products exceeded projections.
By contrast, demand in North American high-rise
construction markets was slow due principally to the
overbuilding of recent years in many commercial centres.
As aresult, bidding for available contracts was extremely

competitive. Indal Wall Systems Ltd., the Winnipeg based
operation serving this market, had a difficult year, complet-
ing projects bid at relatively unattractive margins in 1983
and 1984 which were severely depressed years for the
industry.

Some improvement in demand for rollformed prod-
ucts was evident as the year progressed, especially in
Ontario. Rationalization of Westland Metals Division’s
operations, including the sale of its Richmond, B.C. facility,
resulted in its return to profitability.

Outlook for 1986

The demand for low-rise commercial construction products
is expected to be sustained, resulting in another good year
for operations serving that market. Ontario and the North-
eastern United States are forecast to be especially active
following significant residential construction in those
regions in the past two years.

High-rise commercial construction is not expected to
show much improvement over 1985. In a large number of
North American cities the industry is going through a
cyclical period of overbuilding, resulting in high vacancy
rates. Bidding on projects which become available will
therefore be very competitive and margins on business
obtained will continue to be lower than historically
expected. Earnings from Indal Wall Systems Ltd. are
expected to improve somewhat in 1986, due to a backlog
scheduled for completion during the year, but returns will
again be below normal levels.

amilite Limited produces laminated glass for automotive, archi-
tectural and security applications. Ken West inspects sheets of

L glass processed in an autoclave at the company’s Orangeville,
Ontario plant.
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Industrial
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Segmented financial data

$ millions 1985 1984 % increase
Externalsales............. 335.6 3179 + 5.6%
Operating profit . ......... 432 366 +18.1%
Operating profit percentage

of external sales. . ....... 12.9% 11.5%
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Review of 1985

Industrial operations achieved several record performances
as North American automotive and Canadian extrusion
markets maintained the momentum of 1984.

The North American automotive industry had one of
its best years, producing 13.6 million vehicles. Fabricated
Steel Products Division capped an excellent year’s perfor-
mance by securing General Motors’ coveted Spear I quality
rating. During the year the Company purchased a majority
interest in Brampton Foundries Limited, a manufacturer of
aluminum castings for general industrial applications,
including automotive.

North American car U.S. prime interest rate s
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Indal Technologies Inc. (formerly DAF Indal Ltd.) also
achieved another successful year with sales of helicopter
hauldown systems to the U.S. Navy making the major
contribution to earnings.

A substantial increase in demand, coupled with rela-
tively low primary aluminum costs, enabled both the
Indalex and the Indalloy Divisions to make further signifi-
cant contributions to earnings. Eastern Canadian markets
for aluminum extrusions were especially active, with
Indalex’s Toronto plant and its recently relocated and
expanded facility in Montreal operating at close to capacity.

o)
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Free market aluminum prices remained low in 1985.
In the United States, this factor, along with a very competi-
tive market and high costs associated with primary
aluminum purchased under the fixed price metal contract,
exerted downward pressure on margins. Mideast
Aluminum Industries Division, a producer of specialty
extrusions, and Indal Aluminum Gulfport Division,
engaged in the production of specialty alloys, both weath-
ered uncertain market conditions well and recorded satis-
factory earnings. Indal Aluminum Division in Los Angeles
encountered difficult local market conditions and sharply
falling selling prices.

Outlook for 1986

North American car and truck production in 1986 is
expected to reach 13.0 million units. Fabricated Steel
Products Division’s current backlog of orders should ensure
another successful year for this operation, and production
capacity will be increased further in 1986.

Indal Technologies Inc.s mainstream business will be
generated from the shipment of 24 helicopter hauldown
systems under contracts with the U.S. and other navies, and
this subsidiary should have another successful year. Negoti-
ations are under way with the U.S. Navy for contracts
involving the manufacture of additional systems with
options for further systems for delivery up to 1990.

Demand for extruded aluminum products in Canada
should remain strong in 1986 as construction and trans-
portation markets maintain the momentum of the previous
year. During 1986, Indalex Division, the leading indepen-
dent producer of aluminum extrusions in Canada, will
begin a major upgrade of its facilities in Toronto. In the
United States, an aluminum extrusion plant and paint line
will be established in Georgia—initially to supply the
growing requirements of Peachtree Doors, Inc. and eventu-
ally to serve other customers in Georgia and surrounding
States. Market conditions for other United States alu-
minum extruding operations are expected to be similar to
those of 1985.

for industrial applications. Bruce Campbell is preparing a sand
mould at the company’s Brampton, Ontario plant,

B rampton Foundries Limited manufactures aluminum castings
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Financial review

Changes in accounting policies and presentation

The Canadian Institute of Chartered Accountants issued
two recommendations for implementation in 1985, one
relating to the method of accounting for investment tax
credits and the other relating to the format of the consoli-
dated statement of cash flow. The Company has adopted
both recommendations. The effect of the change in the
method of accounting for investment tax credits is
described in note 5 to the consolidated financial statements.
In 1985 the Company changed the format of the
consolidated statement of earnings to record “Losses from
discontinued operations” separately. An analysis of these
losses appears in note 6 to the consolidated financial
statements. The change was made to enable earnings from
continuing operations to be separately identified.

1985 earnings

As 1985 progressed, earnings demonstrated accelerating
improvement compared to the previous year. The follow-
ing table illustrates this trend:

Net earnings:

$ millions 1985 1984 % increase
First quarter.......... $ 31 %31 —
Second quarter .. ... .. 10.5 9.0 + 17 %
Third quarter. .. ...... 14.7 119 +23%
Fourth quarter. ... .. .. 12.7 9.5 + 34%
$41.0 9335 +22%

e i e e e e ]
Earnings per share:

$ 1985 1984 % increase
First quarter. ......... $0.13 $0.13 -
Second quarter . ...... 043 0.40 + 7%
Third quarter. .. ... ... 0.60 0.50 + 20%
Fourth quarter........ 0.52 0.38 +37%
$1.68 $1.41 + 19%

Gross profit improved marginally as a percentage of
sales, compared with 1984. As in 1984, the favourable
impact of higher volumes and the declining costs of most
raw materials was offset by the high cost of the Company’s
primary aluminum in the United States and by resistance to
selling price increases in many markets.

Expenses as a percentage of sales were slightly lower
than in 1984 due principally to lower interest rates and the
favourable impact of increased volume on administration
costs. Selling and distribution expenses as a percentage of
sales increased compared with 1984. This was mainly due
to expenses relating to new marketing programs in United
States operations, which generally cover larger geographic
market areas and have correspondingly higher selling and
distribution expenses than Canadian operations. These new
programs are expected to generate additional sales in
future years.

The effective tax rate for 1985 was 40.5 % compared
with 36.3 % in 1984. This increase was due largely to the
new method of accounting for investment tax credits
which deferred $1.6 million ($0.07 per share) for recogni-
tion in future years.

The lower percentage increase in earnings per share in
1985 was primarily due to the full year’s impact of the
three million common shares issued in August 1984.

Segmented information

Segmented information appears on pages 28 and 29 of
the Report.

Sales and operating profit (i.e. earnings before income
taxes, interest and corporate costs) by industry segment
were as follows:

Sales:
S millions 1985 % 1984 %
Residential
construction . ...... $402.5 43.2 $368.9 44 .2
Non-residential
construction ....... 192.6 20.7 148.0 17.7
Industrial .. .......... 335.6 36.1 317.9 38.1
$930.7 100.0 $834.8 100.0
R Iy | R T R TR ey ey e R
Operating profit:

% of % of
$ millions 1985 sales 1984  sales
Residential

construction . ...... $ 39.9 9.9 % 329 8.9

Non-residential
construction . ...... 12.3 6.4 12.2 8.2
Industrial . . .......... 43.2 129 366 11.5
$ 954 102 % 81.7 9.8

The results of each industry segment have been
discussed earlier in the Report.

Sales and operating profit by geographic segment
were as follows:

Sales:
$ millions 1985 % 1984 %
Canada ............. $376.9 40.5 $321.3 38.5
United States. ... ... .. 553.8 59.5 5135 61.5
$930.7 100.0 $834.8 100.0
SN PR S NS D we oy By e S v
Operating profit:

% Of % Of
$ millions 1985 sales 1984 sales
Canada ............. $ 533 141 % 379 118
United States. ... ..... 42.1 7.6 4338 8.5

$ 954 102 9% 81.7 9.8




During 1985 Canadian sales increased by 17.3 % and
operating profit by 40.3 % . These increases reflected the
strength of most of the Company’s Canadian markets.
Export sales to the United States accounted for $140.0
million (37.1 %) of total Canadian sales, and together with
the sales of United States operations, accounted for 75 % of
total external Company sales.

Sales in the United States grew at a slower rate (7.9 %)
due principally to sluggish demand for aluminum extru-
sions. Operating profit declined by 3.7 % due to the high

Source of sales United States E
Canada: export  #
$ millions : domesti
159 | 212 | 363 | 450 | 443 | 584 | 565 | 695| 835| 931

76 77 78 79 80 81 82 83 84 85

Percentage return on average common shareholders’ equity
%

205 | 17.1 | 14.8| 18.1| 10.6| 7.6 | 0.4 | 14.7| 16.4| 17.1

76 77 78 79 80 81 82 83 84 85

Percentage earnings before income taxes
%o

9:9 7.8 7.7 1 87| 6.1 4.8 1.3 ] 5.5 71| 8.2

cost of the Company’s primary aluminum. If it had not
been for this factor, United States operating profit would
have increased by 15 % in 1985 to reach 10.6 % of sales
compared with an adjusted percentage in 1984 of 10.0 % .

The operating profit percentage was 14.1% in Canada
and 7.6 % in the United States (10.6 % after adjustment, as
above). Many of the businesses in the United States have
been in a rapid growth phase and higher overhead levels
reflect this. An example is depreciation, which is apprecia-
bly higher in the United States because of the levels of
capital expenditures that have taken place over the last few
years. The return on sales should improve as capacity
utilization increases.

Financial position

The Company’s financial position continued to improve
in 1985 as the following balance sheet comparison
demonstrates:

$ millions 1985 1984 % increase
Current assets (note) . . . . . . $271.9 $246.7 +10.2%
Current liabilities (note) . . . 102.8 94.4 + 8.8%
Working capital. .. ...... 169.1 152.3 +11.0%
Fixedassets ............ 159.9 138.3 +15.6%
Intangible assets. . ... .. .. 42.0 36.8 +14.2%
Net assets. . ............ $371.0 $327.4 +13.3%
(TR eI . | 3, e AT |
Financed by:
Shareholders’ equity . . . . . $257.8 $222.0 +16.1%
Debt(note) . .. .......... 84.4 82.7 + 2.2%
Other long-term
credits . ............. 28.8 227 +26.8%
Funds employed . . ... ... $371.0 $327.4  +13.3%

Note: For the purpose of this presentation, cash and long-term liabilities
have been classified as “Debt”.

The Company’s key financial ratios and percentages were
as follows:

1985 1984
Currentratio. ..................... 2.8:1 2.7:1
Percentage of average working
capital tosales . .................. 18.8%  20.8%
Debt: equityratio . ................. 0.33:1  0.37:1
Percentage return on average
common shareholders’ equity. . . . . .. 17.1%  16.4%
Percentage earnings before income taxes ~ 8.2% 7.1%

The Company has set itself two important financial goals;
an average 20 % return on shareholders” equity and a 10 %
pre-tax return on sales. While these goals are ambitious it is
felt that they are achievable. As the charts opposite
indicate, steady progress has been made towards these
goals over the last three years.

The percentage of average working capital to sales is
used principally in measuring net current asset management.
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Percentage of average working capital to sales
%

26.6 | 28.3 | 22.4| 23.3| 25.6| 22.2| 269 23.4] 20.8| 18.8

84

76 77 78 79 80 81 82 83 85

The goal has been to maximize the utilization of working
capital, and this percentage has improved from 26.9 % in
1982 to 18.8 % in 1985. In terms of interest cost savings,
this improvement represents a pre-tax earnings gain of
approximately $7.5 million in 1985.

The debt: equity ratio is also closely monitored. This
relationship measures the Company’s use of debt capacity.
At the end of 1985, this ratio stood at 0.33:1 leaving
substantial debt capacity to finance the expansion of
existing operations and new acquisitions.

The cash flow for the year was as follows:

$ millions 1985 1984
Internally generated funds before
taxation payments and changes in
working capital .. ............. $103.5 $83.4
Taxation payments . ............. (31.0 (8.2)
Changes in working capital. . ... ... (12.3) 6.0
Cash flow internally generated. . . . . 60.2 81.2
Cash flow from financing
ACTIVIHAE 5was s samans s samans s s 1.9 (15.5)
Purchase of fixed assets. . ......... (35.4) (30.5)
Acquisitions of businesses and of
shares in subsidiaries . .. ........ (8.2) (3.8)
18.5 31.4
Common dividends paid ......... (14.6) (12.7)
Cash flow from continuing
operations . .................. 3.9 18.7
[N [ o |

Key factors reflected in the 1985 cash flow were
higher earnings and improved working capital manage-
ment despite a significant increase in sales in the latter half
of the year.

The major increase in taxation payments was caused by

the payment of amounts in respect of both 1984 and 1985.
In 1985 the major capital expenditures were an expan-

sion of Peachtree Doors, Inc's window capacity and
additional equipment for the Company’s Fabricated Steel
Products Division.

During the year dividends paid to common share-
holders increased to $0.60 per share from $0.55 in 1984.

Reporting the effects of changing prices

As mentioned in previous Annual Reports, management
remains firmly of the opinion that there is little value in
disclosure of financial data adjusted to reflect changing
prices.
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Management's report to the shareholders

The accompanying financial statements and all information
in the Annual Report have been prepared by management
and approved by the Board of Directors of the Company.
The financial statements were prepared in accordance with
accounting principles generally accepted in Canada. The
significant accounting policies followed by the Company
are set out on page 18. Management is responsible for the
accuracy, integrity and objectivity of the consolidated
financial statements within reasonable limits of materiality
and for the consistency of financial data included in the text
of the Report.

To assist management in the discharge of these respon-
sibilities, the Company maintains a system of internal
control designed to provide reasonable assurance that its
assets are safeguarded; that only valid and authorized
transactions are executed; and that accurate, timely and
comprehensive financial information is prepared. Manage-
ment believes that the system is appropriate in terms of
cost and risk to meet the objectives outlined. The Com-
pany’s internal audit department, working under the
direction of management, monitors the system of internal
control to ensure that adequate standards are maintained.

Indal Limited

The consolidated financial statements have been
examined independently by Coopers & Lybrand on behalf
of the shareholders, in accordance with generally accepted
auditing standards. Their report below outlines the nature
of their examination and expresses their opinion on the
consolidated financial statements of the Company.

The Company’s Audit Committee is appointed by the
Board of Directors annually and is comprised of non-
management Directors. The Committee meets with
management as well as with the internal and external
auditors to satisfy itself that each group is properly
discharging its responsibilities and to review the financial
statements and the independent auditors’ report. The Audit
Committee reports its findings to the Board of Directors
for consideration in approving the financial statements
for presentation to the shareholders.

P. G. Selley
Senior Vice-President, Finance
February 20, 1986

Auditors’ report to the shareholders

We have examined the consolidated balance sheet of Indal
Limited as at December 31, 1985 and the consolidated
statements of earnings and retained earnings and cash flow
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, 1985 and the results of its operations and
cash flow for the year then ended in accordance with

generally accepted accounting principles applied, except
for the change in the method of accounting for investment
tax credits as explained in note 5 to the financial statements,
on a basis consistent with that of the preceding year.

Coopers & Lybrand
Toronto, Ontario
February 10, 1986
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Significant accounting policies

Accounting standards

The consolidated financial statements are prepared in
accordance with accounting principles generally accepted
in Canada.

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and all subsidiaries. The
operating results of the year of disposal or discontinuance
and gains and losses on the disposal or discontinuance of
operations are segregated in the consolidated statement of
earnings and identified in a note to the consolidated
financial statements. All material inter-company items and
transactions are eliminated on consolidation. Acquisitions
are consolidated from the date of acquisition.

Foreign currency translation
The financial statements of the Company’s foreign
operations 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 rates of exchange
approximating the average rates of exchange for

the year.

Exchange gains and losses arising on the translation of the
balance sheets of foreign operations are deferred and taken
to the currency translation account in the shareholders’
equity section of the consolidated balance sheet.

Assets, liabilities, revenues and expenses of the
Company and its Canadian subsidiaries denominated in
foreign currencies are translated into 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 these items are included in the determination
of income of the year except where they arise upon the
translation of monetary items which hedge net investment
in foreign operations. Such exchange gains or losses are
deferred and taken to the currency translation account in
the consolidated balance sheet.

Inventories

Inventories are valued at the lower of cost and net
realizable value. Cost is determined on a first-in, first-out
basis.

Fixed assets
Fixed assets, including expenditures which improve or
prolong the useful lives of such assets, are stated at cost.
Fixed assets obtained through acquisitions are stated at the
values assigned, based on appraisals, at 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 range from twenty to forty years for
buildings, eight to ten years for machinery and equipment,
seven to ten years for office furniture and equipment, and
three to four years for motor vehicles. Leasehold improve-

Indal Limited

ments are amortized over the terms of the leases, and tools
and dies are generally amortized over periods of up to
three years.

Maintenance and repair costs of a routine nature are
expensed as incurred.

Capital leases

Leases that transfer substantially all the benefits and risks of
ownership are capitalized. Other leases are accounted for as
operating leases.

Goodwill

Goodwill resulting from acquisitions or agreements entered
into before January 1, 1974 is not amortized. Goodwill
resulting from acquisitions after January 1, 1974 is amor-
tized on a straight-line basis over its estimated life or forty
years, whichever is less. Any goodwill remaining on the
disposal or discontinuance of an operation is written off in
the year of disposal or discontinuance.

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

Long-term contracts

Sales and earnings relating to long-term construction and
design engineering contracts are recognized on a
percentage of completion basis. Full provision is made
for estimated losses as soon as these are identified.

Deferred charges
Deferred charges are written off over periods not exceed-
ing five years.

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 cumulative
amounts claimed for income tax purposes differ from
the amounts written off for accounting purposes.

—accounts receivable holdbacks —where amounts are
not taxed until released.

~inventories — where values determined on the last-in,
first-out method have been restated on consolidation
on the first-in, first-out method.

-recognition of income under long-term contracts —
where income is recognized for income tax purposes
only when the contract is completed.

Investment tax credits are accounted for using the cost
reduction approach.

Earnings per common share

Earnings per common share are calculated after deducting

dividends on preferred shares, if any, and using the weighted

average number of shares outstanding during the year.
Fully diluted earnings pet common share are com-

puted as though outstanding stock options had been

exercised at the beginning of the year.
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Consolidated statements of earnings and retained earnings Indal Limited
for the year ended December 31, 1985

$ thousands 1985 % 1984 %
Earnings
Sales. . . ... $930,737 100.0 $834,782 100.0
Qostofcales. ... .. ... . ... . ... .. 691,421 74.3 623,036 747
Crec el 0 239,316 25.7 211,746 25.3
Expenses
Sellmicanddistiibution .. .0 . L0 92,837 10.0 81,023 9.7
Administration. ., . ... . 62,281 6.7 57570 6.9
Bpaneial o2 0~ ... | . 9,065 0.9 10,969 1.3
164,183 17.6 149,564 17.9
; 75,133 8.1 62,182 7.4
Ohther incomellexpenses)mote 3) ... .. ... Lo L, 1,254 0.1 (2,482) (0.3)
Eamings betore incometaxes(note 4), . ... ... . oot 76,387 8.2 59,700 7.1
Incometaxes(notes). ... . | . . . . ... ... .. ... . 30,970 3.3 21,650 206
Earnings before minority shareholders’ interests. . . ......... 45,417 4.9 38,050 4.5
Minonity shareholders’interests .. .. ... .. .. .. ... 1,154 0.1 1,080 0.1
Earnings from continuing eperabions ... ... .............. 44,263 4.8 30,970 4.4
Losses from discontinued operations (note 6) . . ............ 3,282 0.4 3,500 0.4
Neteamnings. .. ..... . ... ... . . . ... . . $ 40,981 4.4 % 33 470 4.0

Earnings per common share

Basic
Continuingoperations.. .. . ... .. . . $1.81 $1.56
Discontinaedoperations, , ... .. ... . . ... (0.13) (0.15)
$1.68 $1.41
Bullvydilubed. .. -0 - $1.67 $1.39

Retained earnings

Balande bepinninsofvear. . . .. 00 .- 1. $ 93,484 $ 74,480
Neteamnings. . . ......... ... ... ........... . . .. . | 40,981 33,470
134,465 107,950

Dividends paid
Preferredshares. . .. .. ... ... . . . ... . .. - 1,822
@ommonshates. . . ... .. .. .. .. | 14,645 12,644
14,645 14,466
Halmee—endefvear. . . . .. 00 L $119,820 $ 93,484
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Consolidated balance sheet

as at December 31, 1985

$ thousands 1985 1984
Assets
Current assets
@ash .~ 0L e E $ 17,726 $ 17.872
Accountsreceivable . . = 0 0L L0 L L 137,670 117,800
Inventoriesinote 8y »* ... . . . . . . 117,046 117,821
Other accounts receivable and prepaid expenses . ........................ 17,181 11,118
289,623 264611
Fixed assets (note 9)
land. . ... . ' i . 11,433 10,648
Polldee - ... 0 0 75,207 64,314
Maehinervandeqiipment ., . | . ... ... 135,771 114,279
Leaseboldimprovements. . . .. 0. 1L ... o0 e 7,392 6,779
Offeelmtmreandequiipment . ... ., . oo id 11,837 9,216
Motorvehieles.. .~ ...~ ... . . . . . = 9,945 8,402
251,585 213,638
Accumulateddepreciation. ... .. . ... ... .0 (99,346) (81,136)
152,239 132 502
Tools and dies—at eost. lessamortization * . -~ ¢ 7,673 5,785
159,912 138287
Intangible assets
Goodwilllnote10).... ... .. . .. = . . 41,996 36,779
$491,531

Signed on behalf of the Board:

WL.E. Stracey, Director
P.G. Selley, Director

$439,677
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Indal Limited

1985 1984
Liabilities
Current liabilities
Aceimisiaiable i T L e $ 48,682 $ 40,854
Otheraccounts poable and accruedcharges . 0 .0 000000 L 38,308 34,055
Incomelaspanalle . 00 ... 0 00 T 8,162 13,670
Othertamespanable = 0 e 4,164 3,478
Deferred income taxes relating tocurrentitems. . .. . ... ... iien, 3,471 2,395
Currentportion of long term liabilitiestnote 12), . ... ... .. . ... ... ., .. 2,460 2,434
105,247 96,886
Long-term liabilities less current portion (note 12) . ............................. 99,695 98,083
Deferred investmenttaxcredits . . .. .. ... ... ... .. ... ... ... ... ... 1,669 —
Deferred incometaxes .. ... .. . ... .. ... . . . . ... . .. .. 20,816 18,312
Minority shareholders’ interests in subsidiary companies. ....................... 6,341 4,415
233,768 217,696
, .
Shareholders’ equity
Capital stock (note 13)
Issued and fully paid
24,442 520 (1984-24 334 12)) commonshares ... .. . .. . = 115,229 114,553
Currency translation accountnote 14y, ... .. ... . ... . 22,714 13,944
Retainedearnings .. ............. ... .. ... . . | . 119,820 93,484
257,763 221,981
$439,677

$491,531
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Consolidated statement of cash flow Indal Limited
for the year ended December 31, 1985
$ thousands 1985 1984
Internally generated
Famingsheloreineome fades .. .. o0 e L 0 $ 76,387 $ 59,700
Pepreciation and amortization offixed assels. . - ..o s 21,989 18,048
Amoriationalgoadwll ... .0 00 oL 0 o s 973 1,966
Jaabtionpapmentes. - . .. .. o000 0 gL L (30,953) (8,202)
Other, . . ... = o 4,083 30672
72,479 75,184
Working capital
Accounts receivable and prepardexpenses . . .. ... ... . . el (21,531) (12,514)
Inventories: ...« . . (2,156) 16,304
Accounts payable, acaued charges andothertaxes. . ................. 11,395 2,180
(12,292) 5,970
Cashilowimbemalloe aegaled .. . L0 . 0 o0 60,187 81,154
Financing activities
Iweofcomui e+ . - 0 . 0 L 676 32,167
Redemptionoboretorecdshres . . o o 00 - (25,000)
New leneermilnbililes . 0 4,424 16,493
Repavmentof lemctepmliabilibies . ... L 0. W (7,864) (43,541)
Exchange rate adjustments—longterm liabilities . .. ..0. ..o oo oo 5,078 6,630
Breferred dividends . 0. o0 00 B - (1,822)
Dividends to shareholders in subsidiary companies ... ........c.coiioins.. (363) (384)
Cash tlow from Hinancingactivitles. . 0. 20 o0 o 1,951 (15,457)
Investment activities
Acquisitionof businesses. ., .. ..., .. o0, L. 0 (7,182) -
Acquisitionof sharesinsubsidiaries . .. .. o000 is el (1,019) (3,777)
Parchiseotbimedassets. .. .o ... (35,385) (30,548)
Cashtlow frominveshmientachivities . ... .0 . o .0 (43,586) (34, 325)
Cashflow before commondividends ... ... .. .. .. .. . .. . . . . c...oieeuii, 18,552 31,372
Commohdividendopaid, . s 0 L 0 i (14,645) (12,644)
Cash flow attributable to continuing operations . .. ............................ 3,907 18,728
Bank advancesof bisipessecaegquited . . . 0 oo L Lo (3,220) -
Cash movementof discontinusdopiralions, .. ... .. i (833) 272
Netcashinflow/outflow). .. ... .. .. ./ . . . ... ... .. (146) 19,000
Opening cashilbankadvances)y. ... | ... .. .. .o 000G an 17,872 (1,128)
Clasingcash. . . 0l

$17,726

$ 17,872
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Notes to consolidated financial statements Il Linited
for the year ended December 31, 1985

1. Acquisition of businesses

During the first quarter of the year, the Company acquired a 70 % interest in Lamilite Limited, an Orangeville, Ontario
based manufacturer of laminated glass and related products. During the fourth quarter, the Company acquired a 75 %
interest in Brampton Foundries Limited, a Brampton, Ontario based manufacturer of aluminum castings for general
industrial applications. These investments have been accounted for by the purchase method. In addition, in the second
quarter, the Company acquired certain assets of a Canadian aluminum extrusion business.

The aggregate consideration for these acquisitions was $7,182,000 in cash, allocated as follows:

$ thousands

Current assetsilliabilities). . . ... .. .. ... . . ... .. .0 $ (153
Fixedassets, atassisned costs o ... ... .. .. .00 o e 6,409
Goodwill. . ... . .. . 2,575
Eometermiiabiliies .. ... ..o Ll Bl (42)
Other assets/liabilities) . .. ... ... ... . . . . | (430)
Minority shareholders’ interests . ... . 00 i o (1,177)

$ 7182

2. Investment in subsidiaries
During the year, the Company acquired the minority interests in Kabinart Corporation (5 %) and in Lock-West Windows
Ltd. (46 %) for a total cash consideration of $1,019,000.

3. Other income/(expenses)

$ thousands v 1985 1984
Profitonsaleoffixedassets . .. ... . ... .. ... . .. . $ 1,294 ) —
Amortizationofgoodwill ., - 0. L 00 S L (973) (1,966)
Reorganization costs . . ... .., .oan . .0 s 0L el D L (1,195) -
Business interruption insurancereeovery. . L. ... ... 0o 1,370 -
Other: .0 oo o o e 758 (516)
$ 1254  $ (248D)

4. Earnings before income taxes
Earnings before income taxes are stated after charging:

$ thousands 1985 1984
Depretiation and amortization of fixed assels .. .0« e iy aaiin s i b $ 21,989 $ 18,048
Amorhizdlionofgoadvll . o o0 0 L 973 1,966
INet intereston(cashitbankadvances . ... ... .o . . ... . . . & = (596) 1,210
Intereston longtermiliabibities, ... ... .00 .00 0 00 s 10,598 11,848
5. Income taxes
$ thousands 1985 1984
Canadian
Currentincometaxes . ... .. .. .. .. ... 0 L L $ 14,930 $ 15,877
Peferredincomettaxes . .. . 0 0 0 L 1,128 (3,827)
16,058 12,050
Foreign
Currentincomietaxes, ... .. .. o0 13,197 12,859
Deferred incémeitaes . ... ... ... . . . . 1,715 - (3,259)
14,912 9,600
Total
Currentincometaxes . . . . L 0 L 0 LB 28,127 28 730
Peferred incometaxes - .. . .. L 2,843 (7,086)
$ 30,970 $ 21,650

Of the total amount of deferred income taxes, $2,225,000 (1984 —$580,000) relates to non-current items.
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The Company’s effective income tax rate varied from the basic Canadian corporate tax rate as follows:

percentages 1985 1984
Canadianegipordfefaxiate . .« 0 0 0L 0 45.6 45.1
Etfect ot higher foremntaceates, . . = 0 1.6 1.6
Effect of financing and inventoruallowaness. ... . 0. .. L (6.0) (6.6)
Effect of non-deductible goodwill amortization and appraisal-surplus depreciation . . . . . . 0.7 1.7
Investmenttaxeredits. - . .0 . el e 8 - (3.6)
Effect of recognition for tax purposes of foreign losses and investment tax credits

fromprioryears ... 0 0 (0.2) (2.5)
Adjustment of amonntsprevioislyprovided .. ... . ... DL (0.7) 0.3
Othee,. .. .. . ol - e, e (0.5) 0.3

405 36.3

In compliance with the approach recommended by the Canadian Institute of Chartered Accountants, the Company has
changed its accounting policy for investment tax credits from the flow-through to the cost reduction approach. As a result
of the change, the effective income tax rate increased by 2.1% and the income tax charged against earnings increased by
$1,642,000.

Deferred income taxes arise from timing differences. The sources and tax effects of these timing differences and other
movements through the deferred income taxes account are as follows:

$ thousands 1985 1984
Tax depreciation and amortization in excess of accounting depreciation

andamorkization. .. . .. 2 L $ 2147 5 504
Accountsreceivableholdbacks . - . 0. e L0 0 993 (1,779)
Provisions for doubtful debts and pension contributions not currently deductible

forincometaxpurpeses .. ... L2 0 0 Ll L 132 (901)
Deferred recognition for income tax purposes of profit on long-term contracts. . .. ... .. 342 (3,142)
Inventories restated on the first-in, firstoutmiethod .. ... - ... ... ... . .. (156) (232)
Adjustment of amounts previously provided and otheritems ...................... (615) (1,636)
Deferred mcome taxésoftheyear- . <. .00 o0 o 0 L0 2,843 (7,086)
Transfer to income taxes payable in respect of income tax losses and investment tax

credits of prior years, and otheradjustments . ... ... ... . . .. . - 737 7,490

' $ 3,580 $ 404

6. Losses from discontinued operations

The door and window operation of Indal Products Division was discontinued during the year and the business of
Kabinart Corporation was disposed of effective January 1, 1986. The operating losses, the loss on discontinuance and
provision for the loss on disposal of these operations have been segregated and stated separately in the consolidated
statement of earnings. Comparative figures reflect operating losses and losses relating to the disposal or discontinuance of
Deltaglass S.A., Commercial Aluminum (Western) Division and the Company’s metal trading operation.

$ thousands 1985 1984
Sales.... - .. i 1 G L $ 15,860 $ 2,240
Operabingdses 1 0 6 L L0 D e 2,622 4,752
Losses.aivdisposal ordiscontimiaree: © .. 00 0l 0 e 3,340 1,566
5,962 6,318

Incometaxrecovery. . .. . . L 0L L w 2,680 2,818
$ 3,282 $ 3,500

7. Segmented information
Segmented information is set out on pages 28 and 29
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8. Inventories

$ thousands 1985 1984

Rawmaterials . ..., 0. L0 L $ 55730 $ 67,041

Workinprocess' .. ... ... O 0 o0 o 39,108 29,248

Finishedgoods. . ... .. . 2 0 L0 22,208 21,53
$117,046 $117,821

9. Fixed assets

Assets financed by capital leases, accounted for and depreciated as company-owned facilities

and included in fixed assets, are as follows:

$ thousands 1985 1984

landandbuildipes . .~ ~ [ . . . . . . . - $ 8,536 $ 8,052

Machinervandequipnent. . .. .~ 1 . . . 0 6,353 6,007

14,889 14,059
Accumulated deprecigtion . ... . . .. ... . . - . . (6,050) (4,932)

$ 8839 $ 9127
Aggregate future minimum lease payments at December 31, 1985 are as follows: /

Capital Operating
$ thousands leases leases
19860, ... .. ... ... | ... ... . ... .. $ 1,338 $ 9916
1987 - ..o L 1315 8,192
1988. .. .. il o e e e s e 1,278 6,670
1989, . ... .. oo Ll e e e 1,067 4,513
1990. . ....... .. . ... ... ... .. .. . . 1,835 2756
Thereatter .. ... . ... . . & 0 11,263 11,186
Total minimum leasepayments . ... ..., ... .. ... | | . 18,096 43,233
Less: amount representinginterest . ... ...... . .. .. ... .. ... . . . .. . ., 6,830 -

$ 11,266 $ 43,233
10. Goodwill
$ thousands

Before After

Resulting from acquisitions or agreements entered into Jan. 1, 1974 Jan. 1, 1974 1985 1984
Balanice—beginningofyear .. .. . ..., . L. 0L $ 12,379 $ 24,400 $ 36,779 $ 35111
Additions | 0 = .. | . . — 4,790 4,790 2355
Amartizabion. |, ... ... 10, L LD - (973) (973) (1,966)
Exchangerateadjustiments .. .. ... ... .. .. . - 1,400 1,400 1,299
Bolance endofyexr .. .. . .. .. | i $ 12379 $ 29,617 $ 41,996 $ 36,779
11. Bank facilities

Operating and revolving credit facilities with the Compa<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>