MERLAKE, INC. ANNUAL REPORT 1984




Annual Meeting
Shareholders are invited to attend the Corporation’s 1985 Annual Meeting at 10:00 A .M. (Pacific

Standard Time) on Thursday, April 25, 1985, at the Westgate Hotel, 1055 Second Avenue,
San Diego, California. Proxy statements will be mailed in the latter part of March.

Dividend Reinvestment Plan

Interlake, Inc. offers its shareholders a dividend reinvestment plan. Participants may reinvest all
or part of their cash dividends in Interlake stock at a 5% discount from market price and without
payment of brokerage commissions. Optional cash purchases also may be made commission-free.
For information write: Secretary, Interlake, Inc., 2015 Spring Road, Oak Brook, Illinois 60521.

Common Stock Listed and Traded
New York Stock Exchange, Midwest Stock Exchange

Stock Symbol: IK

Transfer Agent and Registrar
The First National Bank of Chicago, Chicago, Illinois

Independent Accountants
Price Waterhouse, Chicago, Illinois

Form 10-K Available

Copies of the Corporation’s 10-K Annual Report to the Securities and Exchange Commission
are available upon request. Shareholders desiring a Form 10-K or additional information
about Interlake should address their inquiries to: Secretary, Interlake, Inc., 2015 Spring Road,
Oak Brook, Illinois 60521.

Cover

Interlake is a world leader in ferrous metal powders by being technology driven. Characteristics
of individual metal powder particles are explored with a Scanning Electron Microscope, one of
our many advanced research laboratory instruments.




FINANCIAL HIGHLIGHTS

Interlake, Inc.

For The Year (in thousands) 1984 1983 1982
Net sales of continuing operations $845,087 763,549 $712,406
Income from continuing operations 36,551 24,390 7,977
Return on shareholders’ equity 11.5% 7.1% 1.6%
At Year-End (in thousands)

Current ratio 2.0to 1 2.2t01 21to1l
Total debt $122,294 $128,513 $138,220
Shareholders’ equity 323,264 327,401 323,251
Shares outstanding 5,467 5,834 5,708
Per Share Statistics

Income from continuing operations $ 6.68 $ 4.22 $ 1.21
Cash dividends declared or paid 2.60 2.60 2.60
Shareholders’ equity at year-end 59.13 56.12 56.63
1984 Highlights 3
Letter to Shareholders 5
Interlake: A Technology Driven Company

Management’s Discussion and Analysis 18
Consolidated Financial Statements 25
Notes to Consolidated Financial Statements 28
Selected Financial Data 38
Data Adjusted for Effects of Changing Prices 39
Market for Interlake Stock 41
Directors 42
Officers and Operating Executives 43







TO OUR SHAREHOLDERS AND EMPLOYEES:

Interlake had a fine year in 1984 with significant and continued improvement in
operating results. Return on investment rose to 10.5%, the highest in the last
five years, and return on shareholders’ equity climbed to 11.5%, the best in
three years.

In addition, both earnings and sales were the highest since 1981. Income
from continuing operations in 1984 was $36.6 million, or $6.68 per share, up 50%
from $24.4 million, or $4.22 per share in 1983. Sales improved 11% to $845.1
million from $763.5 million.

For the fourth quarter of 1984, income from continuing operations was
$9.6 million, or $1.76 per share. This performance was better than the quarterly
average for 1984, but was exceeded by the $11.5 million, or $1.99 per share, for
the fourth quarter of 1983. Sales in the fourth quarter were $200.1 million,
compared to $207.6 million the previous year.

During 1984, cash from continuing operations grew by more than 60%,
achieved through better operating efficiencies, close control of working capital as
activity levels continued to increase, and effective cost controls. Selling and
administrative costs, for example, were kept near 1983 levels, although sales
increased by $81.5 million. Cash and cash equivalents amounted to $47.1 million
at the end of 1984, compared to $52.3 million a year earlier. Interlake maintained
a good cash position even after:

O Acquiring Chem-tronics, a manufacturer of jet engine components, for

$52 million.

O Repurchasing company stock for $21.6 million.

O Repaying debt of $16.3 million.

O Funding $22.8 million of capital spending.

O Paying $11.6 million net in dividends to shareholders.

Quarterly dividend payments of $.65 per share were maintained by
Interlake’s directors during 1984. In addition, the Board of Directors increased
its membership to 12 with the election of Dr. Arthur G. Hansen,Chancellor of the
Texas A&M University System.

Cash flow and maintenance of a strong balance sheet have given Interlake
the financial capability and flexibility needed for future growth. We are continuing
to place considerable emphasis on strategic planning, and as part of this process
in 1984 we took the following actions:

O Enlarged Interlake’s commitment to the production of aerospace com-

ponents with the acquisition of Chem-tronics and its patented chemical
milling technology.

(Left) Frederick C. Langenberg, Chairman
and Chief Executive Officer, Edward

D. Hopkins, President and Chief
Operating Officer



O Announced plans to construct a new investment casting plant in Groton,
Connecticut, to supply large castings for present and future generation
jet engines.

O Sold the Globe Metallurgical Division, a producer of silicon metal and
ferroalloys, for book value.

In order to achieve its plans, Interlake regards certain activities as funda-
mental. New management development and manpower planning programs were
instituted in 1984, aimed at attaining better planning and controls. We continue to
stress improved productivity, quality and service to customers.

Interlake is a company with a materials orientation. We produce special-
ized industrial materials, or utilize materials to produce industrial products. We
will emphasize state-of-the-art methods to create products custom tailored to
market needs. We recognize that we must be competitive in our markets against
all competition, foreign or domestic. The technology embodied in Interlake’s
products and processes is being extended through research, development, new
applications and capital investment. Interlake is technology driven.

Interlake’s strategic emphasis makes it appropriate to redefine our opera-
tions into four new business segments. They are composed of products which
have a similar strategic focus. This report introduces these new segments as
follows: Special Materials, Packaging and Handling, Primary Metals and Supple-
mentary Products.

In 1985 we will continue to evaluate Interlake’s current activities by their
returns on investment, and we will aim for further operating efficiencies. We are
confident that the contributions of Interlake employees to these goals will
strengthen our competitiveness.

Frederick C. Langenberg

Chairman and Chief Executive Officer

Howid Odéé‘_;g )

Edward D. Hopkins
President and Chief Operating Officer

March 1, 1985



INTERLAKE:
A TECHNOLOGY DRIVEN COMPANY

Interlake is a company with a materials orientation. We produce
specialized industrial materials, or utilize materials to produce
industrial products. We will emphasize state-of-the-art methods to
create products custom tailoved to market needs. We recognize that
we must be competitive in our markets against all competition,
foreign or domestic. The technology embodied in Interlake’s
products and processes is being extended through research, devel-
opment, new applications and capital investment. Interlake is
technology driven.






Interlake has gained a stronger competitive position by developing
and using its technologies in unique production methods and advanced
products.

An aerospace technology proprietary to Interlake is
Unistructure®, currently employed in the production of jet engine
ducts, cases and other components for missiles and jet aircraft. It is a
patented, two-step chemical milling process used to etch a pattern of
integral reinforcing ribs into metal plates. The ribs take the shape of
miniature I-beams, a lightweight and strong design which cannot be
produced by conventional methods.

Preparation of parts for chemical milling has been improved by
coupling laser technology with automated computer control. A part to
be chemically milled must be coated with a maskant—a chemically
resistant plastic. Areas of the maskant are then outlined precisely and
removed before processing. When done by hand, cutting the maskant
is a demanding and time-consuming task. The automated method
recently developed uses a low-powered laser, guided precisely by a
computer program. This process shortens production time, improves
precision and enhances quality.

An innovative forming technique led to the business of jet
engine blade repair. The facility uses automatic electron beam welding
and patented “hot creep forming” to restore the titanium blades to
original condition.

Single crystal technology marks a significant improvement for
the aerospace industry. We have a license to use the process to make
state-of-the-art turbine blades, able to withstand extreme tempera-
tures in the “hot section” of a jet engine.

(Far left) The first computer/laser applied to
the chemical milling process. Before an
aerospace component is chemically milled,
a computer-guided laser cuts precise
patterns in plastic maskant material.
(Above) Automatic electron beam welding,
performed within a sealed vacuum chamber,
is used in the repair of titanium alloy jet
engine fan blades. A patented forming
process restores blades to their original
contours. (Below) Single crystal jet turhine
blades withstand heating and cooling cycles
in a fatigue test.



¥oee

p‘lfrn:t,,,"””
$LEEErE

il ///7'/’,’




Interlake technologies often advance when we sense a customer need
... or that of a customer’s customer. Developments in powder forging
and “clean steel” are cases in point.

Interlake is a world leader in ferrous metal powders, which are
sold to powder metal parts producers. When Interlake technology
helps parts producers make powder forging more competitive, our
metal powder sales benefit.

When metal powder is compressed, heated and forged, it can
be turned into a complex, strong, near-net-shape part which requires
little machine finishing. Powder forging is a developing parts-forming
method which can offer lighter parts with better fatigue resistance
than conventional forgings. Interlake’s efforts are aimed at developing
broader applications and a variety of shapes not previously available.

Several industries, including automotive, appliances, farm
equipment and tools, are keeping a close watch on Interlake’s recent
advances in forged powder technology. Powder forged connecting
rods, for example, can weigh 10 to 15% less than cast rods and can be
shaped more accurately. One line of high-performance sports cars
currently features powder forged connecting rods. A domestic auto-
maker plans to introduce them in 1987 in a new four-cylinder engine.
Automatic transmission torque converters will also incorporate
powder forgings.

To encourage new powder forging applications, last year
Interlake created a dedicated development facility near the Riverton,
New Jersey, metal powder research laboratories. Equipped with a
forging press and a protective atmosphere furnace, the facility makes
prototype powder forgings for analysis by parts manufacturers and for
new applications by end users. The powder forging equipment is sup-
ported by the well-equipped research lab.

All of Interlake’s high carbon steel products meet demanding
“clean steel” standards. Market demand for more ductile, weldable
high carbon steel led to Interlake’s recent introduction of a new manu-
facturing practice. The process occurs in the molten state, with chem-
ical additions to remove impurities and minimize microscopic voids.
Some demanding customers for Interlake hot rolled steel routinely
cold roll it to thicknesses of 1/100 inch or less.

(Far left) Interlake is developing prototype
forged powder metal parts for parts manu-
facturers and end users. The unusual geom-
etry of this part would be difficult to
produce by conventional forging and finish
machining methods. (Above) Lighter, more
fatigue resistant powder forged parts meet
high-performance requirements. (Below)
Superior ductility permits this ¥ eo-inch-
thick sheet rolled from Interlake “clean
steel” to spring back to its original

flat shape.
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Wth the push of a few buttons, a supply clerk enters a code into an
electronic keyboard. A remote Interlake Courier” silently moves deep
into a storage aisle, pulls a tray of electronic parts and delivers it to a
work station. The cycle is repeated hundreds of times, rapidly and
efficiently, in an eight-hour shift.

Technically advanced systems like these are not merely step-
savers. They are bringing life to new manufacturing concepts aimed
at improving industrial productivity. “Just in time” and “flexible manu-
facturing” represent growth and change in the material handling busi-
ness, and Interlake is introducing the latest innovative designs. We
market material handling systems in the U.S. and, through Dexion
Comino International, in more than 100 other countries.

High-density storage and retrieval systems provide a compact,
easily accessible way to keep small items organized. Mini-storage
systems installed by Interlake in 1984 are now operating for two major
U.S. electronics manufacturers.

Automated Guided Vehicles (AGVs), also introduced last year,
bring an additional systems capability to the workplace. AGVs can be
signaled electronically to deliver or collect materials from any of
hundreds of locations. AGVs marketed by Interlake transport materi-
als in a variety of shapes, sizes and weights as part of an integrated
manufacturing or storage system.

Many complex, high-volume materials handling systems are
designed around highly adaptable conveyors. Recent Interlake con-
veyor designs can provide high-speed sortation, variable-speed roller
drives around turns and damage-free package accumulation.

These products reinforce Interlake’s already strong competi-
tive position as a material handling supplier. We can provide turnkey
systems design and installation for all kinds of manufacturing, storage
and handling projects. Computer Aided Design helps us improve accu-
racy while minimizing time and cost. We can even simulate the move-
ments of a material handling system on a computer monitor in order to
check physical clearances or refine a sequence of operating steps.

(Far left) High-density storage and retrieval
systems help manufacturers improve the
flow of smaller parts, tools and other criti-
cal items. (Above) Computer Aided Design
shortens systems design and development
time for products such as Automated
Guided Vehicles. Computer software also
allows us to simulate equipment in opera-
tion. (Below) A wide selection of Interlake
conveyors (shown), storage rack and auto-
mated storage and retrieval equipment can
be combined into systems tailored to a
customer’s needs.
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“Evolution” Is as important as “revolution” in becoming more
competitive. Industrial packaging is a field which particularly benefits
from evolving technology.

Interlake virtually invented the steel strapping business, a
market which has grown and matured. We have long since broadened
our packaging product lines into non-metallic strapping and increas-

ingly sophisticated packaging systems in the U.S., Canada and Europe.

Interlake makes polyester and polypropylene strapping on auto-
mated equipment in a facility which recently has been expanded. Poly-
ester and polypropylene are the two leading non-metallic straps on the
market today. Under tension, plastic strapping can “give” somewhat
more than steel and still return to its original length. Polyester is the
strongest plastic strapping. It is the primary strapping material used in
the can and bottle industries.

Steel strapping has been revitalized by new technology.
Interlake’s patented SupraMet™ gives the performance once available
only in high tensile steel strap, at a cost that’s 5 to 8% less. SupraMet
is the outgrowth of advances in Interlake steelmaking quality.

Large automatic strapping machines are continually improving.
For example, the corrugated paper industry relies on high-speed
unitizing machines to strap shipments of flattened corrugated contain-
ers. Interlake has been a long-standing leader in unitizing systems.
Over the years, manual controls have been replaced by relays, which
more recently have been replaced by programmable controllers. It is
now possible for a unitizer operator to select the number and pattern
of straps he wishes to apply by merely pushing buttons. The machine
executes a complex sequence of measuring, binding and sealing steps
quickly, precisely and automatically.

(Far left) Automated production of plastic
strapping takes place in a plant which
Interlake built in 1981. Recent expansion
increased polyester strap production capa-
bility. (Above) Interlake’s wire stitching
technology helps makers of other products
offer improvements, such as this high-speed
collating machine. (Below) Programmable
controls bring strapping automation to our
unitizing systems.
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Technologies are constantly improving. Interlake will use the latest
technologies when their reliability, efficiency and quality improve our
processes or products. The benefits accrue as we move up the learn-
ing curve—reducing production costs, improving quality and becoming
more competitive.

In several locations where Interlake makes castings, robots
have improved parts handling. They have improved the quality of
investment castings, where precision processing and repeatability 1s
required. For example, to make high-quality, consistent shells for
investment castings, robots dip wax patterns alternately into tanks of
liquid coating and dry ceramic material. The robot can evenly coat a
wax form for jet engine thrust reverser cascades. Interlake’s applica-
tion of robotics has improved the technology of applying coatings.

Interlake was the first metallurgical coke producer in the United
States to employ “ceramic welding” in repairing and extending the life
of coke oven brick. The technology was originally developed in the
glass industry to repair glass melting furnaces. A mixture of special
ceramic material is injected by oxygen lance into a damaged area,
where the ceramic fuses with the brick.

Quality depends on support from up-to-date analytical technol-
ogy. At Interlake’s metal powder operations, research and production
activities are supported by a host of scientific equipment, including a
computerized optical image analyzer. The unit automatically performs
sampling procedures and complex statistical analyses. Quicker, more
accurate results can be obtained with less human effort.

(Far left) Robots have significantly improved
process quality in investment casting
production. Here a robot follows a
programmed sequence of steps in building
the ceramic mold for a jet engine cascade.
(Above) Computerized image analysis equip-
ment automatically scans a metal powder
sample and calculates the required data
faster and more accurately than by manual
methods. (Below) Interlake uses “ceramic
welding” technology to extend coke

oven life.
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W. Robert Reum

Vice President—
Finance and

Chief Financial Officer
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF
RESULTS OF OPERATIONS AND FINANCIAL
CONDITION (dollars in millions except per share data)

Interlake has redefined its product groupings for business segment reporting in order to provic{e
a clearer understanding of the Company. Included in the following discussion is an analysis
of Interlake’s performance by segment, with prior years’ information restated to reflect the
new segments.

Consolidated Results

The year's results reflected the continued economic recovery which began in 1983. In addition,
the net income gain outpaced the sales growth. Finally, the Company’s strong financial condition
was maintained.

Net sales of continuing operations rose to $845.1, an improvement of $81.5 or 11%.
Income from continuing operations in 1984 of $36.6 ($6.68 per share) was $12.2 or 50% higher
than in 1983. The year’s better performance can be traced to growth in the economy and
stringent cost controls.

All business segments of the Company recorded higher sales in 1984 than in 1983, and all,
except primary metals, had higher operating profits. Growth in the domestic economy was
particularly strong in the automotive and military aerospace sectors, two of the key industries
served by Interlake. General economic improvements also occurred in Europe, Canada and
Australia. As a result, all of the Company’s major foreign operations had improved results in 1984.

Operating income increased by 56% in 1984 after a significant increase in 1983. Cost of
products sold declined as a percentage of sales to 79% in 1984 from 80% in 1983 and 83% in 1982.
Improved cost absorption at higher operating volumes was augmented by an effective cost
reduction program. Selling and administrative expense also declined as a percentage of sales to
13% in 1984 from 14% in 1983 and 16% in 1982. Continuing close controls of staffing levels and
expenditures enabled this trend to continue.

Non-operating items, consisting of interest expense, interest income and miscellaneous
items, represented $2.3 less expense in 1984. Most of the reduction was the result of increased
interest income because of higher cash balances. In addition, lower debt outstanding reduced
interest expense.

The provision for income taxes was at effective rates of 44.4%, 35.0%, and 18.9% in 1984,
1983 and 1982, respectively. The principal factor affecting the rates was investment tax credits
which were $1.6, $1.6 and $2.9, respectively. Investment tax credits and other tax credits and
deductions represented a much smaller ratio to pre-tax income in 1984 and 1983 than they did
in 1982.

Income per share from continuing operations advanced by 58% in 1984 after a 249%
increase in 1983. Dividends of $2.60 per share per year were maintained throughout the 1982-
1984 period. For the three years, dividends per share were 68% of net income per share with
32% of earnings retained for growth of the business.



Acquisition and Discontinued Operation

In December, 1984, the Company acquired Chem-tronics, Inc. for $52.0. Its business is
principally the manufacture of cases and rings for jet engines for the military and commercial
aircraft markets.

Also in the fourth quarter, the Company sold the business and substantially all assets of its
silicon metal/ferroalloys business for cash, notes, and preferred stock approximately equivalent
to the book value of the net assets sold. The operating results of the silicon metal/ferroalloys
business have been segregated from those of continuing operations in the consolidated
statements of income and changes in financial condition.

Review of Business Segments

The following commentary presents 1984 operating results and selected other financial
information for the four business segments, with 1983 and 1982 amounts restated. A description
of the product groupings included in each segment is shown in Note 13 of Notes to Consolidated
Financial Statements.

Special Materials
Sales grew by 25% in 1984 after a 16% increase in 1983. Strength in the automotive and military
aerospace sectors was the major impetus for the increases. Ferrous metal powder sales for die
forming and forging of automotive components benefited from the U.S. auto industry’s best sales
and production year since 1979. An increase in military procurement led to a higher level of
investment casting sales. Sales to the commercial aircraft industry, while better than 1982’s
depressed level, still lagged the recovery pace of the economy in general. Sales of special
materials in foreign markets were somewhat weaker in 1984, as the strength of the dollar created
a competitive disadvantage.

Operating profits of this business segment benefited from higher operating volume,
stability of material costs, labor efficiencies and an ongoing cost reduction program.

Total assets employed in the business rose to $199.6 in 1984 from $124.0 at the end of
1983, primarily as a result of the Chem-tronics acquisition.
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Packaging and Handling

General increases in manufacturing activity and a resurgence of industrial capital spending in 1984
enabled packaging and handling to realize a 12% sales gain from 1983’s level, after a decline of 5%
from 1982 to 1983. In the U.S., there was a unit volume increase in steel and non-metallic
strapping, and pallet rack. Sales volume of these items in Canada and the U.K., although higher
than 1983’s level, increased at a slower rate than in the U.S. Sales improved at subsidiaries in
Australia and Belgium but were about level with 1983 in Germany. The strength of the U.S. dollar
had an adverse effect in translating sales of foreign operations into U.S. dollars of $19.9 in 1984
and $20.9 in 1983.

Operating profit of this business segment improved substantially in 1984 due to increased
operating volume levels, improved selling prices in Canada and the U.K., and cost reduction
efforts. Also, the divestiture of an unprofitable French subsidiary early in 1984 improved relative
earnings performance. A small operating loss was incurred in 1983, primarily because of a
$10.5 provision for restructuring European operations, which, in part, anticipated the sale of the
French operation.

Total assets employed in this business declined to $169.9 at the end of 1984 from $210.7 in
1982 due primarily to reduced working capital requirements, foreign exchange effects and the
sale of the French subsidiary.
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Primary Metals

Sales of iron and steel products advanced 7% in 1984 after a 23% gain in 1983. Iron sales were
lower by 40% in 1984, caused by a drop in sales of hot metal for the ingot mould and stool market
and the absence of spot sales of hot metal to steel companies. Steel sales advanced by 24% in
1984. Commercial sales were up 16%, while sales to packaging and handling for internal use had a
43% increase. Commercial steel sales were strong during the first half of 1984 but trailed off in
the second half, as the level of imported steel accelerated. Also, U.S. economic growth slowed.



Operating profits of this segment declined from 1983’s level. However, 1983 benefited from
an $8.4 reversal of a portion of a prior year shutdown provision. In addition, the major blast
furnace at the Chicago iron plant was relined and rehabilitated in 1984, which added significantly
to the year’s costs.

Total assets used by this segment declined to $163.8 in 1984 from $185.7 at the end of
1982. Working capital requirements were reduced by $20.1, primarily inventories.
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Supplementary Products

Sales of this business segment, which contains product groupings not included in the three core
business segments above, rose by 9% in 1984 after a 7% increase in 1983. Die castings, the
largest single product group in this category, had an 18% increase in sales in 1984 after a 31%
increase in 1983. Ferrous metal powders for welding, chemical and friction applications had a 14%
increase in sales in 1984. All other products in this segment had combined sales about equal to
1983’s total.

Operating profit of this segment rose to 8.2% of sales in 1984 from 6.9% in 1983. Total
assets employed in this segment remained relatively stable since 1982.
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Liquidity and Capital Resources

Funds provided from operations and working capital reductions totaled $103.9 in 1984. In addition
to the acquisition of Chem-tronics ($52.0) and the stock repurchase in February, 1984 ($21.6),
funds were used for capital expenditures ($22.8) and dividends net of reinvestments ($11.6).
Over the three-year period total debt was reduced by $26.7, while capital expenditures of
$65.1, stock repurchases of $41.6 and net dividends of $34.8 were met out of funds generated
from operations.

Capital expenditures totaled $22.8 in 1984, up from $15.8 in 1983. As in 1983, the principal
focus of capital expenditures was facility sustaining projects.

Dividends of $2.60 per share in 1984 continued the rate paid in 1983 and 1982. Dividends
(before reinvestments) totaled $14.1 compared with $15.1 in 1983. The repurchase of 500,000
shares for the treasury in February, 1984 caused the reduction. Dividends reinvested by
shareholders totaled $2.5 in 1984 and $1.9 in 1983.

Because of the Company’s strong financial condition, resources are adequate to satisfy
projected operating requirements. Cash and cash equivalents at the end of 1984 totaled $47.1,
down $5.2 from the preceding year end. In addition, the Company maintains revolving credit and
short-term bank credit facilities of $121, of which $117 was unused at the end of 1984.
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REPORT OF MANAGEMENT

The financial statements of Interlake, Inc. and consolidated subsidiaries, presented on pages 25
through 37 of this annual report, have been prepared by management, which is responsible for
their accuracy and integrity. They have been prepared in conformity with generally accepted
accounting principles on a basis consistent with that of the prior year, and include informed
judgments and estimates, as required. Other financial information contained in this annual report
is consistent with the financial statements.

Interlake maintains an extensive system of internal accounting controls and procedures
designed to provide reasonable assurance, at a justifiable cost, as to the reliability of financial
records and reporting and the protection of assets. This system consists, in part, of organizational
arrangements with clearly defined lines of responsibility and delegation of authority. Internal
accounting controls are continually modified as warranted by changing business conditions and
are monitored by an internal audit staff through ongoing reviews and comprehensive audit
programs.

Price Waterhouse, independent accountants, is retained to examine Interlake’s financial
statements and to render an opinion as to the fairness of reported operating results and financial
condition. Their accompanying report is based on an examination which included a review of
Interlake’s system of internal accounting controls to the extent they considered necessary to
evaluate the system as required by generally accepted auditing standards.

The Audit Review Committee of the Board of Directors, which is composed solely of
outside directors, evaluates on an ongoing basis the effectiveness of internal and external audits
and reviews the nature and extent of the services provided by the company’s independent public
accountants. The Audit Review Committee also determines that management is fulfilling its
financial responsibilities by meeting periodically with Price Waterhouse, the internal auditors and
management to review accounting, auditing, internal accounting control and financial reporting
matters. The internal auditors and independent accountants have free and complete access to the
Audit Review Committee.

Interlake has adopted formal corporate policies demanding high standards of ethical and
financial integrity and has disseminated these policies to appropriate employees. Specific internal
controls and internal audit procedures have been developed to provide reasonable assurance that
violations of these policies, if any, are detected.

W Ao (e Fridinik €. Lavgordecn

W. Robert Reum Frederick C. Langenberg
Vice President—Finance Chairman and Chief
and Chief Financial Officer Executive Officer
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REPORT OF INDEPENDENT ACCOUNTANTS

Tice
aternhouse

To the Board of Directors and Shareholders of Interlake, Inc.

In our opinion, the accompanying consolidated balance sheet and the related statement of consolidated
income and retained earnings and the consolidated statement of changes in financial position present fairly
the financial position of Interlake, Inc. and its subsidiaries at December 30, 1984 and December 25, 1983,
and the results of their operations and the changes in their financial position for each of the three years in
the period ended December 30, 1984, in conformity with generally accepted accounting principles
consistently applied. Our examinations of these statements were made in accordance with generally
accepted auditing standards and accordingly included such tests of the accounting records and such other
auditing procedures as we considered necessary in the circumstances.

Chicago, Illinois
January 31, 1985
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Interlake, Inc.

STATEMENT OF CONSOLIDATED INCOME AND RETAINED EARNINGS
For the Years Ended December 30, 1984, December 25, 1983 and December 26, 1982

1984 1983 1982
(53 weeks) (52 weeks) (52 weeks)

(in thousands except per share data)

Net Sales of Continuing Operations ................. $845,087 $763,549 $712,406
Costof products:aold. ; ... cans vens o onm vaas v s 665,017 610,407 591,420
Gross Profit. ........ ... .. ... . . i 180,070 153,142 120,986
Selling and administrative expense . ................ 106,699 106,176 110,695
OperatingIncome ......... ... .. ... iiiiiina.n. 73,371 46,966 10,291
Interest eXpense : oc; covs sts sy vik ¢ sed Jwe ddng vas 9,854 11,092 12,004
INtEFeSt INCOMIE . ;v civeis sorers s o s o ssie sieis wais vas (9,241) (5,575) (7,123)
Nonoperating (income) expense. .................... 1,210 (1,391) (4,123)

Income From Continuing Operations Before Unusual
Items, Taxes on Income and Minority Interest .. ... 71,548 42,840 9,533

Unusual [tems .. ...ttt iieenn —_ (2,100) 1,300

Income From Continuing Operations Before

Taxes on Income and Minority Interest............ 71,548 40,740 10,833
Provision for Income Taxes. ............ ..o, 31,793 14,276 2,046
39,755 26,464 8,787
Minority Interest in Net Income of Subsidiary ....... 3,204 2,074 1,210
Income From Continuing Operations................ 36,551 24,390 T.577
Income (Loss) From Discontinued Operations,
Netof IncomeTaxes. .. .........coviiiinninanan. = (1,566) (1,825)
Net Income forthe Year . ........................... $ 36,551 $ 22,824 $ 5,752

Income (Loss) Per Share of Common Stock:

Contnuing Operations  «.: « s 5w s Shis dae s ol ah $ 6.68 $ 4.22 F 1.21
Discontinued Operations ..............couineiniann.. — (.28) (.29)
NetIncome ..........uiriiiiiiiiiiiiie i $ 6.68 $ 3.94 8 .92
Retained Earnings at Beginning of Year............. $268,966 $261,202 $271,448
Net Incomeforthe Year . ............coiuininnon... 36,551 22,824 5,752

305,517 284,026 277,200

Deduct—Cash Dividends Declared or Paid
($2.600DEEEhATE) <.k wiws & e 2. 255 5o fi0eh St & IOV RS0 1 (14,095) (15,060) (15,998)

Retained Earnings at Endof Year................... $291,422 $268,966 $261,202

(See notes to consolidated financial statements)



Interlake, Inc.

CONSOLIDATED BALANCE SHEET

December 30, 1984 and December 25, 1983

Assets 1984 1983
Current Assets: (in thousands)
GASHYE in srursn sranivs wvmimss ssims Srsmies mat 5 sFait Slstis SSusstabmss: soos SEas SxeTan Eaar $ 2,251 $ 1,861
Cashequivalents. . .........urtiiinre ety 44,844 50,469
Receivables, less allowances of $2,873,000 in 1984 and
$3:057,000. 01983, . oo soiis w5 S0 5ok i3 Tsis CaeTs SRIEE SIS i 130,113 162,180
TOVEIEOTIES o var wrais sl Do Meoey e TAVEN A0S Sigs COFY S3 & sum P s 110,863 136,695
Other CUITENt ASSELS . v v\ vttt et et e et e e e ettt e et e e eanens 44,218 26,493
Total CUTTENt ASSELS . o\ttt ettt et et e et a e aaeeeeens 332,289 377,698
Investments and Other Assets:
Investments in and advances to associated companies . ............... 25,911 23,668
Goodwill. 165S aMOFNIZATION < vis s s sremss sraras yeis s Srvse st siamss o 28,071 12,584
OEReT A8 . o v et et ettt e et e e e 55,587 12,956
109,569 49,208
Property, Plant and Equipment, at cost:
Land and coal properties, less depletion. . ..........oviiiiiniiann... 10,883 9,266
BUIINES . i sovs wamea svamsmvnn s o ¢ s s @i Wi Sk 5 5 oot 3 101,050 103,836
Equipment ... ... .. e 447,067 470,186
Construction IN PrOZIESS . . o vt v ettt et e ee et aae e, 5,667 6,267
564,667 589,555
Less—Depreciation and amortization . ..............ciiviiiaenn... (323,951) (342,531)
240,716 247,024
Total ASSOtS .. ottt et $682,574 $673,930
Liabilities and Shareholders’ Equity
Current Liabilities:
ACEOUNES PAVADIE: 5 5 i0h 555 w.5m s 565 508 B aests 5, 008 melbd $5508 moeied Bl o $ 67,415 $ 63,994
Accrued HabiitiesS we: s sonr o mpmms sl wevs S o Sk e i 49,926 58,993
Accrued salariesiand WAGES .« ou v s tnmes S s s ¢ wur L S0 3 21,135 19,510
Income taxes payable . . ............ .. 20,081 19,822
Debt due withinone year. ... ... .. ..., 9,396 12,519
Total current Habilities . ... .vv e e e 167,953 174,838
Eong=Term DIeD. . oo s o = o s s v s & S0 ST waem Sas 55 112,898 115,994
Other Long-Term Liabilities:
Post-retirement benefits ........ ..ot e 25,231 22,235
O Rer. .« 28,921 18,521
54,152 40,756
Futit'e INCOME - TAXES wois s i vevas sem Same Sebais vl S seims a0 0 24,307 14,941
Commitments and Contingencies............................... — --
Shareholders’ Equity:
Common stock, par value $1 per share, authorized 20,000,000 shares,
issued—7,158,551 shares 1984 and 1983 .. .......... ... iiiinnn. 124,265 122,331
Cost of common stock held in treasury (1,691,392 shares 1984 and
1. 324 570ishares 1IBBIEL fee s e, sramvsmsis sraens oS00 SR iy (49,795) (31,414)
Retained earnings. . .. ... oottt e 291,422 268,966
Accumulated foreign currency translation adjustments ................ (42,628) (32,482)
323,264 327,401
Total Liabilities and Shareholders’ Equity................ $682,574 $673,930

(See notes to consolidated financial statements)



Interlake, Inc.

CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION
For the Years Ended December 30, 1984, December 25, 1983 and December 26, 1982

1984 1983 1982
(in thousands)

Cash From (For) Continuing Operations:

Income from continuing operations. . .................. $ 36,551 $ 24,390 $ 7,577
Add (deduct) noncash items:
Depreciation and amortization ...................... 22,325 21,780 20,727
Future income taxes............ccoiviiinneinnnnn.. 9,366 (6,259) 462
Other noncashitems . ......ovuiit i 5,796 5171 2,580
74,038 45,082 31,346
Cash From Working Capital (exclusive of acquisitions,
divestitures, discontinued operations and debt) .......... 29,858 13,707 11,608
Cash From Continuing Operations
and From Working Capital................... 103,896 58,789 42,954
Capital Expenditures of Continuing Operations. ..... (22,843) (15,829) (26,449)
Disposals of Property, Plant and Equipment of
Continuing Operations....................0connu. 957 1,941 714
Other Sources (Uses) of Continuing Operations:
Changes in exchange rates. . .......covvrneennnnnannns (8,261) (3,758) (7,185)
Al OhEE 5 & care ors sroims v & s & 6 wEG elers 4 viaisn €9 11,539 8,792 5,667
Cash From Continuing Operations
Before Dividends .............. ..., 85,288 49,935 15,701
INVIBENNAS . ¢ von s svmsias simies i svaiisis $latens Spmvie. Syals wisias 3 (14,095) (15,060) (15,998)
Proceeds From Dividend Reinvestment Program. . ... 2,520 1,944 5,869
Cash From Continuing Operations
Before Investments ..................cc0vuun. 73,713 36,819 5:572
Acquisition ....... ... .. .. i (52,000) — —
Divestitures .............c..iiiiiiieiiiniiannn (711) — 8,285
Discontinued Operations. . ... .. S SRS TR 5N T 11,694 (7,011) 4,005
Cash Before Financing........................ 32,696 29,808 17,862
Financing Increase (Decrease):
Debt:due withInione Fear. .. e s e e v oo (8,672) (3,363) 4,593
Long-termdebt ..... ... ... .. ... (7,634) (6,344) (5,243)
Purchase of treasury stock .......... ... .. ... (21,625) — (19,949)

Cash Increase (Decrease)
(including cash equivalents) ..................... $ (5,235) $ 20,101 $ (2,737

(See notes to consolidated financial statements)
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Interlake, Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For the Years Ended December 30, 1984, December 25, 1983 and December 26, 1982

NOTE 1—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation—The consolidated financial statements include the accounts of all
majority-owned domestic and foreign subsidiaries. Investments in corporate joint ventures and companies
owned 20% to 50% are accounted for by the equity method. Such investments are carried at cost plus
equity in undistributed earnings.

Inventories—Inventories are stated at the lower of cost or market value. Cost is determined principally
by the last-in, first-out (LIFO) method, which is less than current costs by $102,678,000 and
$113,260,000, at December 30, 1984 and December 25, 1983, respectively.

During 1982, inventory quantities were reduced, resulting in a liquidation of LIFO inventory quantities
carried at the lower costs which prevailed in prior years as compared with the cost of 1982 production. As a
result, income from continuing operations before taxes was increased by $13,433,000, equivalent to $1.16
per share after applicable income taxes.

December 30, 1984 and December 25, 1983 inventory amounts by category were:

1984 1983
RAW MABTIAIS o0 oot Baih i i S0 S5 D58 5,053 500 L0088 SAVSTR o6 $28,091,000 $48,154,000
Semi-finished and finished products.................coovn... 66,154,000 68,943,000
SUPDHES 5 prp:s st vasans, cvaysis scavs wisans sy, SV%s 40Asiits s ) siate wpiing 474 16,618,000 19,598,000

$110,863,000 $136,695,000

In 1984, 1983 and 1982 the Company made raw material purchases of $57,491,000, $41,983,000, and
$41,976,000, respectively, from affiliated iron ore and coal mining interests. Amounts due to affiliated
companies for such raw material purchases were $12,211,000, $17,693,000, and $15,430,000 at December
30, 1984, December 25, 1983 and December 26, 1982, respectively.

Property, Plant and Equipment and Depreciation—For financial reporting purposes, plant and
equipment are depreciated principally on a straight-line method over the estimated useful lives of the
assets. Depreciation claimed for income tax purposes is computed by use of accelerated methods. In 1982,
the Company extended the use of the straight-line lapsing method of calculating depreciation expense to
certain fixed assets formerly depreciated under the straight-line composite method. Management believes
that the straight-line lapsing method more accurately charges depreciation over the remaining useful lives of
these assets and is consistent with the method used principally for the Company’s other fixed assets. This
action increased 1982 net income by $1.5 million, or $.24 per share.

Upon sale or disposal of property, plant and equipment, the asset cost and related accumulated depreciation
are removed from the accounts, and any gain or loss on the disposal is credited or charged to income.

Expenditures for maintenance and repairs and minor renewals and betterments are charged to expense as
incurred. Furnace relines and expenditures for renewals and betterments of a character calculated to
extend the originally estimated useful life of any asset or materially increase its productivity are capitalized.

Goodwill—Goodwill represents the excess of the purchase price over the fair value of the net assets
of acquired companies and is being amortized on a straight-line method over periods not exceeding
thirty years.

Foreign Currency Translation—Translation adjustments which do not affect cash flows are deferred in
a separate component of shareholders’ equity entitled “accumulated foreign currency translation
adjustments” until sale or liquidation of the investment in the associated foreign entity.

An analysis of the changes to this account during 1984 and 1983 is as follows:

1984 1983
(in thousands)
Beginning balance . . ... ...o.uutiitt s $(32,482) $(24,961)
Adjustments from translating foreign currency financial statements at
CUBTETETALES . i it o eeds S0a, 50000 s = 553 DORE PR S T8 VRN wREE a (12,483) (7,521)
DIVESHITUTE : wiom S s smis S s S0es S0 /siis. cales vios SHams Soasrs S 2,337 =
Balance:at HScal ¥ear=end . « s waras wvis s wwn swenise vavs wossaie siaces s $(42,628) $(32,482)




Investment Tax Credits—The full amount of investment tax credits claimed for tax purposes is reflected
in income in the year in which the credits first become available.

Retirement Benefits—The Company has various pension plans which cover substantially all employees.
The provision for pension costs includes current costs, amortization of unfunded prior service costs over
periods not exceeding twenty-five years, and interest on unfunded prior service costs. Actuarial
assumptions used in the calculation of pension costs include increases in employee compensation and
earnings on pension fund assets generally consistent with Company experience. The Company’s policy is
to fund not less than the minimum funding required under ERISA.

The Company also has post-retirement health care and death benefit plans covering certain domestic
retired employees. The provision for post-retirement costs includes current costs, amortization of prior
service costs over periods not exceeding twenty-five years, and interest on the accrued liability. The post-
retirement benefits are not funded.

NOTE 2—ANALYSIS OF CHANGES IN WORKING CAPITAL

Within the Consolidated Statement of Changes in Financial Position, the cash from (for) working capital
(exclusive of acquisitions, divestitures, discontinued operations and debt) was comprised of:

1984 1983 1982

(in thousands)r

Cash From (For)

Receivables. .. ... e $34,529 $(35,856) $20,395
INVentories .« .ottt e e 17,148 23,162 12,893
Other current @sSSetsS ... vviiiveie it ie i einaanns (17,788) (2,495) (4,448)
Accounts payable and other accrued liabilities ........... (2,284) 12,739 (16,864)
INGOIME taXes PAVADIE . v wwan v caes o o i vuiis s (1,747) 5,891 (368)
Reclassification of accounts payable to affiliate .. ......... — 10,266 —-

$29,858  $13,707  $11,608

In 1983, the Company reclassified a portion of accounts payable to Wabush Iron Company Limited from
current to noncurrent (as a reduction of investment in associated companies) based on the determination by
Wabush Iron’s management that such amounts would not be collected from venture participants for an
indefinite period of time. This reclassification had no effect on cash.

NOTE 3—LONG-TERM DEBT AND CREDIT ARRANGEMENTS

Long-term debt of the Company consists of the following:

December 30, December 25,
1984 1983

(in thousands)

8.8% Debentures, due annually $2,500,000 in 1985 to 1995,

and $5,000,000in 1996 .. .. ... $28,575 $30,759
8%% Senior Notes, due annually $3,000,000 1985
through 998 ... s v mm s e wows s 5 ves SEis S 42,000 45,000
Obligations under long-term lease agreements ............. 14,500 15,050
13% Notes payable, due annually in varying installments from
1985 t0 1992 . . .ttt 9,055 9,844
Pollution control and industrial development
loAN APTEEMENLS .4 saven & v wuwian wams v 5 sy semss L6aes e 17,350 17,350
(IERET = wiiieng s swavs sosics wismens siorsis Vst s % XTovs SHsTads SIaTVEs VERTe 7,043 2,324
118,523 120,327
Less—current maturitieS. .. .. .o en i ieen e 5,625 4,333
$112,898 $115,994

At December 30, 1984, 8.8% debentures with a face value of $3,925,000 were held in the treasury by the
Company. $2,500,000 of these are expected to be used in meeting the 1985 sinking fund requirement and
have been applied as a reduction of debt due within one year.
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Notes to Consolidated Financial Statements—(Continued)

The long-term lease obligations relate principally to capitalized pollution control facilities. The interest
rates on these obligations vary from 6.00% to 7.88%. Principal payments are due in varying annual
amounts through 2002.

The Company borrowed funds under several loan agreements with state and county pollution control and
industrial development authorities to finance certain environmental control and facility expansion and
improvement projects. Interest rates on these obligations vary from 6% to 7%%. Principal payments of
$1,700,000 and $3,500,000 are to be made in 1988 and 1993, respectively, then continue in varying
amounts from 1998 to 2009.

The combined aggregate maturities and sinking fund requirements for long-term debt for the five years
following 1984, after giving effect to debentures held by the Company and available for sinking fund
requirements, are as follows:

1985 1986 1987 1988 1989
$5,625,000 $7,014,000 $7,342,000 $10,717,000 $6,825,000

The Company maintains formal and informal, domestic and foreign, intermediate and short-term bank
credit facilities of $121,000,000 against which $3,771,000 was borrowed at December 30, 1984. Domestic
borrowings bear interest at the prime rate. Foreign borrowings bear interest at varying rates which are
generally the overseas equivalent of the prime rate. In connection with the domestic credit facilities, the
Company has entered into arrangements to maintain average compensating balances of 5% for the unused
portion of certain informal lines and 5% for any borrowings under the formal lines.

NOTE 4—CAPITAL STOCK

The Company’s authorized capital stock includes 2,000,000 shares of serial preferred stock at $1 par value
per share, none of which has been issued.

The Company’s 1979 Dividend Reinvestment and Voluntary Stock Purchase Plan allows shareholders to
purchase shares of the Company’s common stock at 95% of market for dividend reinvestments and at
market for voluntary cash payments, subject to certain limitations. Shares issued in connection with the
Plan totaled 57,026 shares or $2,520,000 in 1984, 56,063 shares or $1,944,000 in 1983, and 220,596
shares or $5,869,000 in 1982.

On November 24, 1982, the Company and certain designees purchased 1,714,929 shares of Interlake
common stock from the Madison Fund, Inc. for $28.00 per share. The Company acquired 714,929 of these
shares and these were held in the treasury at December 30, 1984, December 25, 1983, and December 26,
1982. On February 7, 1984 the Company repurchased 500,000 shares of Interlake common stock for
$43.25 per share. These shares were held in the treasury at December 30, 1984.

Shares outstanding averaged 5,472,810 in 1984, 5,785,740 in 1983, and 6,263,194 in 1982.

NOTE 5—STOCK INCENTIVE PLANS

On April 26, 1984 the shareholders approved the Interlake, Inc. 1984 Stock Incentive Program which
replaces the 1975 Amended and Restated Stock Option Plan and the 1977 Stock Incentive Program. No
further stock options, stock appreciation rights (S.A.Rs) or stock awards may be granted pursuant to the
1975 Plan or the 1977 Program.

The 1984 Stock Incentive Program provides for the granting of stock options, S.A.R.s and stock awards to
officers and other key emplovees. Additionally, the Board is authorized to adopt a Restricted Stock
Purchase Plan. A maximum of 540,000 shares of common stock may be issued pursuant to the Program.
The number of shares issued as stock awards may not exceed 150,000. No benefits may be granted
pursuant to the Program more than ten years after the date of ratification and approval of the Program by
the shareholders.

Options may be granted for the purchase of common stock at prices not less than market price at date of
grant. Such options may be incentive stock options (which are intended to qualify for favorable federal
income tax treatment to the optionee), non-qualified stock options (which are intended not to so qualify), or
combinations of the foregoing. Options become exercisable at various times and are exercisable
cumulatively in various installments. Incentive stock options may be exercised until five years have elapsed
from the date of grant and non-qualified options may be exercised until ten years have elapsed.



Stock appreciation rights granted pursuant to the 1984 Program permit an optionee, in lieu of exercising all
or any part of his stock option, to surrender the same in exchange for an amount equal to 100%, or such
lesser percentage as the Board may determine, of the excess of the market price of the Interlake common
stock on the date such right is exercised over the option price, multiplied by the number of optioned shares
surrendered. S.A.Rs are exercisable only during the period in which the related option is exercisable or
during such shorter period as the Board may determine. The number of shares purchasable pursuant to an
option is reduced to the extent such shares are used in calculating the amount received pursuant to an
exercise of a related S.A.R.

Stock awards granted pursuant to the 1984 Program consist of shares of common stock transferred to
participants as additional compensation and without additional consideration, either on an unrestricted
basis or subject to such restrictions, terms and conditions as the Board determines appropriate. Shares are
delivered to recipients 20% at the date of the award and 20% on each of the succeeding anniversary dates,
subject to certain restrictions. The Board of Directors has not adopted a Restricted Stock Purchase Plan.

The Company’s 1975 Amended and Restated Stock Option Plan provided for the granting of options for the
purchase of a maximum of 650,000 shares of common stock to officers and other key employees at prices
not less than fair market value at the dates of grant. Options granted under this Plan outstanding at
December 30, 1984 expire at various dates until 1993.

The Company’s 1977 Stock Incentive Program consisted of a Stock Appreciation Rights Plan with a
maximum of 300,000 shares of common stock, and a Stock Awards Plan and a Restricted Stock Purchase
Plan, with a maximum of 100,000 shares for both plans. The Board of Directors did not adopt a Restricted
Stock Purchase Plan.

Changes in common shares under option for the three years are summarized as follows:

1984 1983 1982
Average Average Average
Option  Option  Option Option Option  Option
Shares Price Shares Price Shares Price

Stock Options:
Outstanding—beginning of year .. 348,156 $35.20 364,012 $29.95 283,337 $30.94

51111 T Ty T 64,850 45.19 167,150 39.94 94,450 26.84
Exercised ..o« on cnmis wes s s o0 (66,814) 30.00 (54,941) 26.24 (1,674) 24.76
Surrendered for exercised

SARS. ..o (25,656) 32.16 (69,450) 26.53 (4,899) 27.39
Canceled or expired ........... (8,461) 38.02 (58,615) 34.78 (7,202) 30.81
QOutstanding—end of year . ...... 312,075 38.56 348,156 35.20 364,012 29.95
Exercisable—end of year........ 146,756 34.93 147,965 32.43 217,761 30.22
Available for grant ............. 327,050 117,757 226,292

The number of shares available for grant as stock options at December 30, 1984 under the 1984 Stock
Incentive Program assumes that the number of shares issued as stock awards will be the maximum
permitted by the Program. Should fewer shares be issued as stock awards, additional shares will be
available for grant as stock options, subject to the overall limitations of the Program as described in
this note.

Treasury shares issued for exercised S.A.R's totaled 4,348 in 1984, 9,671 in 1983, and 376 in 1982. The
1984 Stock Incentive Program and its predecessor resulted in the awarding of 23,500 shares in 1984,
19,350 shares in 1983, and 21,750 shares in 1982 with total market value at dates awarded of $1,041,000,
$649,000, and $701,000, respectively. During 1984, 18,510 shares were received from employees in
payment for exercise of stock options.

NOTE 6—RETAINED EARNINGS

As of December 30, 1984, the Company can pay cash dividends and/or repurchase the Company’s capital
stock in amounts up to $94,100,000 under the most restrictive terms of the Company’s various loan
agreements.
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Notes to Consolidated Financial Statements—(Continued)

NOTE 7—UNUSUAL ITEMS

In the fourth quarter of 1983, a pretax provision of $10.5 million was recorded for the estimated costs to
restructure certain materials handling operations in Europe. These costs included losses on disposition of
assets, and personnel and other costs. The provision was equivalent to $.75 per share after applicable
income taxes.

In 1983 and 1982, favorable pretax adjustments of $8,400,000 and $1,300,000, respectively, were made to
the 1980 and 1978 shutdown/disposal provisions. Primarily, these adjustments reflect current
determinations of employee post-retirement costs and realization of proceeds from the sale of facilities.
These adjustments were equivalent to $.94 and $.20 per share in 1983 and 1982, respectively, after
applicable income taxes.

NOTE 8—ACQUISITION

On December 4, 1984 the Company acquired substantially all of the outstanding common stock of
Chem-tronics, Inc., a manufacturer of jet engine cases and rings, for $52,000,000 cash (representing
current and long-term assets of $16,453,000 and $55,638,000, respectively, less liabilities assumed of
$20,091,000). The Company is accounting for this acquisition using the purchase method. The excess of
cost over the fair value of net assets acquired, $16,260,000, is being amortized on a straight-line basis over
a thirty-year period.

Following is a pro forma summary of the consolidated results of operations for 1984 and 1983, assuming the
acquisition had occurred at the beginning of 1983. Pro forma consolidated earnings have been adjusted to
reflect interest on funds expended to acquire Chem-tronics, and depreciation and amortization of the fair
value adjustment of acquired assets and goodwill, net of applicable taxes.

1984 1983

(dollars in thousands
except per share data)

Net sales of continuing operations . .. ......vviveviineeiineennn. $877,733 $797,671
Income from continuing OPerations . ... ......oeeeenneinenrrnnnnn, 34,096 22,864
Net INCOMIE « . oottt et e ettt e ettt e 34,096 21,298
Per share of common stock
Income from continuing operations .............ceeeiiiiirinann $6.23 $3.96
Net INCOME .« o oottt e et e et et et et e et e s 6.23 3.68

NOTE 9—DISCONTINUED OPERATIONS

In November, 1984 the Company sold the manufacturing facilities and related inventories of its silicon metal
and ferroalloy business for amounts approximating book value. The disposal resulted in a pre-tax gain of
$512,000 which, after applicable income taxes of $795,000 (including the recapture of U.S. investment tax
credits), was equivalent to a loss of $.05 per share. Proceeds of $33,578,000 were received in cash, notes
and redeemable preferred stock.

The results of discontinued operations through the date of disposal, including Corporate and interest
expense attributable to discontinued operations, have been segregated from continuing operations in the
accompanying financial statements and are summarized below. Interest expense of $996,000, $1,178,000
and $1,072,000 in 1984, 1983 and 1982, respectively, has been allocated on the basis of assets employed in
operations.

For the vear

1984 1983 1982
(in thousands)

NEUBAIEE: v von wimn oo simisnies Hem B Sa S s & $93,343 $71,883 $55,082
Income (loss) from discontinued operations less related

income tax provision of $275,000 in 1984 and income tax

benefits of $1,238,000 in 1983 and $1,774,000 in 1982. ... $ 283 $(1,566) $(1,825)
(Loss) on disposal of discontinued operations, after

applicable income tax provision of $795,000............. (283) —- —
Total income (loss) from discontinued operations. .......... $ — $(1,566) $(1,825)




NOTE 10—RETIREMENT BENEFITS

Pension expense of continuing operations totaled $5,046,000, $7,484,000, and $15,683,000 in 1984, 1983
and 1982, respectively. The decrease in pension expense in 1984 was largely due to pension expense
adjustments made possible by improved pension fund performance. The 1983 pension expense decrease
was due primarily to significantly improved performance by pension fund assets, an increased rate of return
on investments from 7% to 8%, and the merger of two plans. As in the past, the Company expects to
reduce pension costs through the use of its excess pension plan assets.

A comparison of accumulated plan benefits and plan net assets for the Company’s domestic defined benefit
plans follows:

December 30, December 25,
1984 1983

(in thousands)

Actuarial present value of accumulated plan benefits.........

VESTE . oo e it S S5 S il & AT TEESE YRG0 S5 ) $169,400 $177,400
NOTEVEELEA. « voor sssin s siates i S 5 argi wwiess serem sied o 3,200 2,200
172,600 179,600

Effect of projected pay InCreases. ..........oveevvviinnnns 32,500 28,700
$205,100 $208,300

Net assets available for plan benefits ..................... $288,300 $285,400

The assumed rate of return used in determining the actuarial present value of accumulated plan benefits
was 8% for 1984 and 1983.

As of the most recent actuarial valuations, the pension plan assets for the Company’s foreign pension plans
exceeded the actuarial value of vested benefits.

The Company also provides health care and death benefits for certain retired employees. The provision for
such plans included in operating costs of continuing operations was $3,821,000, $3,393,000, and
$2,922,000 in 1984, 1983 and 1982, respectively.

NOTE 11—INCOME TAXES
The provisions for taxes on income from continuing operations consist of:
1984 1983 1982

(in thousands)

Current:
N SAUBSHBTAL : cransr mmun ciome wiretesswaviousmiass soate. sagsss stucn s $ 6,527 $11,354 $ 831
bALE .+ e e ettt e e e e 2,618 2,342 529
FOTOIZIN. cviin winin eioiune wisioi sinimis sissass susasn simpe winisis Siais Sia s 10,173 5,899 3,932
TOLAL ... +ooce o eos scanens miia GE5E SHGES SER. S5 MO Sl 19,318 19,595 5,292
Deferred:
U.S. Federal. . ...oove ittt e i e eeiaaannan 13,129 (4,325) (2,493)
SEALET 1ovn wie e ssamimecs aieiecn, winte sasbons wiommil fumemne SEd0 SO0 0000 MG —_ — —
FOTEITTN, qsess ommsis stme 5 205 3 40505 4,000 S50 SUSUE0E e 2 00 W (654) (994) (753)
TofALbcs scamais st wer & sh £ SHomits Siesics SASiaEs erss wiisi 12,475 (5,319) (3,246)
Tax PrOVASION - uis s v s 5 v sarss siwssse s sxesm i $31,793 $14,276 $ 2,046

The U. S. Federal income tax provisions on income from continuing operations were reduced by investment
tax credits, net of recapture, of $1,560,000 in 1984, $1,600,000 in 1983, and $2,878,000 in 1982.
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Notes to Consolidated Financial Statements—(Continued)

The deferred tax provisions result from timing differences in the recognition of income and expenses for
tax and financial reporting purposes. Significant items and the tax effects thereof are as follows:

1984 1983 1982
(in thousands)
Excess of tax over book depreciation................... $ 7,496 $(11,960) $21,772
Restructure of European operations. ................... 5,034 (6,176) —
Retirement benefit COStS. .. .o ittt i 619 263 (9,460)
Equity in earnings of affiliated companies ............... 536 3,036 (1,225)
Foreign translation and hedge contracts. ................ (154) 580 1,646
Benefitonplantclosings . ........cooivvrin it (1,079) 5,575 (1,038)
Sale of interest in joint venture . .........cc.ovveveennnnn — 5,173 (13,056)
Allother met. ..ot it i 23 (1,810) (1,885)

$12,475 $ (5,319) § (3,246)

The effective income tax rates for continuing operations for 1984, 1983 and 1982 are reconciled to the

federal statutory tax rate in the following table:
1984 1983 1982

Statutoty federal iNCOMSRARTALE = vome s Sy 25 B i o S 46.0% 46.0% 46.0%
Increase(reduction) in taxes resulting from:
Investment tax Credit . con s suvmm wsinn ses s s svre sevn a saas (2.2) (3.9 (26.6)
Adjustment of available tax reserves . ........ ... i, (1.1) (1.0 (3.7
Capital gains ... ... ..ot (.5) (2.6) —
Excess percentage over cost depletion.............. ... (.5) (2.5) (2.3)
Taxeffectiof U. K. stockerelief o von s o s sam s vam 1 aam s (.3) (2.4) (7.5)
Taxes on foreign income before stock relief ..................... (.1) 3.4 9.8
Purchased tax lease benefits . .. ...ttt (.1) (.5) (1.8)
Earnings attributable to affiliated companies .................... .3 (2.3) 1.5
State IMCOME LAKES . . ottt ettt ittt e e e ettt st ae e ieanas 2.0 3.1 2.6
Restructure of European operations . ................ccoun.... — (3.3 —
AllothEr tet s sovs vam + pam cwem s Ses STe & 556 0T e T T .9 1.0 9
44.4% 5.0% 18.9%

The amounts included in consolidated income from continuing operations before taxes on income which
represent income of foreign operations were $20,841,000, $8,878,000, and $5,723,000 for 1984, 1983 and
1982, respectively.

As of December 30, 1984, U.S. Federal income tax returns for the years 1979 through 1981 were in
process of examination. All prior years have been examined and settled. All assessments have been paid,
including any applicable interest. The Company believes that adequate provision has been made for possible
assessments of additional taxes.

Provision for U.S. taxes has not been made on approximately $93,834,000 of unremitted earnings of
foreign subsidiaries, considered to be indefinitely reinvested at December 30, 1984.

NOTE 12—COMMITMENTS AND CONTINGENCIES

The Company’s interest in two iron ore mining joint ventures requires payment of its proportionate share of
all fixed operating costs, regardless of the quantity of ore received, plus the variable operating costs of
minimum ore production for the Company’s account. Normally, the Company reimburses the joint venture
companies for these costs through its purchases of ore at the higher of cost or market prices.

The Company is involved, on a continuing basis, as a party to enforcement and other proceedings with
governmental agencies relating to the application of environmental laws and regulations to certain of the
Company’s plants. In some of such proceedings, and in other ways pursuant to laws and regulations,
government agencies have threatened or indicated imposition of penalties which, if such agencies prevailed,
could involve sums material to the Company. These matters are routinely negotiated and, in the opinion of
the Company, are not likely to result in the assessment of penalties material in amount.



NOTE 13—BUSINESS SEGMENT INFORMATION

In 1984, the Company restructured its product groupings into four new segments. These segments are
composed of products which have similar strategic emphasis and which reflect the changes within the
Company towards higher technological development. These new segments better describe, and provide a
clearer understanding of, the Company. The four business segments are:

Special Materials—included are powdered metal for forming complex shapes, investment castings,
and jet engine cases and rings.

Packaging and Handling—included are steel and non-metallic strapping and equipment, pallet rack
and storage systems, and metal stitching products.

Primary Metals—included are iron and steel products.

Supplementary Products—included are die castings, coal chemicals, miscellaneous metal powders,
blade repairs, office/interior products and associated products purchased for resale.

The accompanying tables present financial information by business segment for the years 1984, 1983
and 1982,

Sales between business segments are primarily priced at market value for primary metal products and at
distributor prices for packaging and handling products. Operating profit consists of net sales of the segment
less all costs and expenses related to the segment. ‘Corporate items' includes net interest expense and
other items which are not related to business segments.

The operating results of certain segments were increased (decreased) by the following exceptional items:

Packaging
Special and Primary Supplementary
Materials Handling Metals Products
1983 (in millions)
Provision for restructure of European
GPETEHONG « s wv souy W s s B = $(10.5) = $ —
Shutdown/disposal provisions ....... — = 8.4 —
Pension expense adjustment ........ D 1.8 49 1
$ .5 $ 8.7 $13.3 $ .1
1982
Liquidation of LIFO inventory
QUANHLES . . &t 27es 5 55 2500 T 3 - $ 5.3 $ 6.6%* $ —
Shutdown/disposal provisions ....... - = 1.3 —
Plant closings and relocations . ...... (1.5) (1.0) — (2.1)
Depreciation adjustments. .......... —_ 4 24 —
$ (1.5 $ 4.7 $10.3 $ (2.1

|
|

*excludes $.6 million included in the ‘plant closings and relocations’ caption
**excludes $1.0 million included in the ‘shutdown/disposal provisions’ caption

Total assets by business segment consist of those assets used directly in the operations of each segment.
Corporate assets consist principally of cash and cash equivalents, investments in real property and, in
preceding years, the assets of a discontinued operation.

The Company’s interest in iron ore mining joint ventures in Minnesota and Labrador and Quebec, Canada
and a coal mining joint venture in West Virginia are accounted for by the equity method within the primary
metals segment.

Sales to the largest individual customers are not material in relation to consolidated sales, nor are sales to
domestic or foreign government agencies. Transfers between geographic areas, which are virtually all in
the packaging and handling segment, are made at prices which approximate the prices of similar items sold
to distributors. Operating profit by geographic area is the difference between net sales attributable to the
area and all costs and expenses related to the geographic area. ‘Corporate items’ includes net interest
expense and other items which are not related to geographic areas. Export sales to unaffiliated customers
included in the United States’ sales are not material.

All other foreign’ includes operations in Canada and Australia.

Total assets consist of those assets used directly in the operations in the geographic areas shown.
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INFORMATION ABOUT THE COMPANY’S BUSINESS SEGMENTS

Year
Special
Materials . ... 1984
1983
1982
Packaging and
Handling .... 1984
1983
1982
Primary
Metals ...... 1984
1983
1982
Supplementary
Products .... 1984
1983
1982
Corporate
Items/
Eliminations. . 1984
1983
1982
Consolidated. . 1984
1983
1982

Net Sales

Customers Affiliates (Loss) (a)

$186.2
149.5
128.4

406.4
363.2
380.5

178.5
182.7
139.5

845.1
763.5
7124

(67.9)
(47.6)
(47.4)

Operating Assets

Profit at Year-

End (b)

(in millions)

$34.3 $199.6
24.2 124.0
13.2 120.0
24.3 169.9
(1.8) 197.1
11:3 210.7
7.1 163.8
17T 170.5
(12.0) 185.7
6.1 38.3
4.7 39.1
1.0 39.4
(.3) 111.0
4.1 143.2
2.7 100.0
715 682.6
40.7 673.9
10.8 655.8

Depreciation Capital

and Expend-
Amortization itures
$ 5.5 $ 5.1
4.9 5.0
4.4 9.2
6.3 5.9
6.7 7.6
6.6 10.8
8.6 10.3
8.6 1.9
8.1 3.3
1.9 1.4
1.7 1.2
1.7 3.1
- A
(.1 |
(.1) -
22.3 22.8
21.8 15.8
20.7 26.4

1984 1983 1982

(a) includes equity in earnings of unconsolidated affiliates of: Primary Metals .. $ 3.8 $40 $1.7

(b) includes investment in unconsolidated affiliates of:

United SEAtES: cun i oo vans o i

Western Europe. . ..............

All Other Foreign...............

Corporate Items/Eliminations

Consolidated . .................

Year

1984
1983
1982

1984
1983
1982

1984
1983
1982

1984
1983
1982

1984
1983
1982

Primary Metals .. 25.9 23.7 35.5
INFORMATION ABOUT THE COMPANY’S OPERATIONS BY GEOGRAPHIC AREAS

Net Sales Operating
Inter- Profit Assets at
Customers geographic (Loss) Year-End
(in millions)

$628.7 $3.3 $ 54.7 $452.6
553.0 2.8 47.0 385.1
484.3 2.6 8.1 382.9
138.0 5 6.9 66.9
143.1 .2 (10.5) 95.9
159.6 .5 (2.0 115.2
78.4 1.1 10.1 52.1
67.4 2 8.4 49.7
68.5 2 6.8 G
— (4.9) (.2) 111.0
— (3.2) 4.2) 143.2
- (3.3 (2.1) 100.0
845.1 — 71.5 682.6
763.5 — 40.7 673.9
712.4 — 10.8 655.8



NOTE 14—INVESTMENTS IN IRON ORE INTERESTS

The Company holds investments in iron ore mining ventures, the principal investments being a 10% interest
in Erie Mining Company and a 17.6% interest in Wabush Iron Company Lirfiited. Combined financial data of
these companies is summarized below:

1984 1983 1982
(in thousands)

Working capital . .. ... o $ 62,066 $ 45,907 $ 46,336
Property, plant and equipment, net of depreciation

and depletion. sass s swe o s sva seeves sa 150,852 169,588 185,780
Other assetsS. . oottt 13,242 73,047 73,813
Long-term liabilities . . .. ... ..o 64,599 80,580 89,567
Stockholders’ equity ...........coiiiiiriiiiiia... 161,562 207,962 216,362
Revenues .......ooviin e 258,539 269,538 258,092
Netincome......cooiiiriiiiinneenrnrarennaanans 41,053 41,942 17,895
Interlake’s equity in net income, after consolidating

ERMMITALIONS o s v suiem was oo sam el o o 1,683 9,336 2,745

NOTE 15—QUARTERLY RESULTS (UNAUDITED)

Due to the disposal of the silicon metal and ferroalloy business, 1984 and 1983 quarterly financial
statements have been restated to conform to the 1984 year-end presentation.

Quarterly results of operations for 1984 and 1983 were as follows:

1st 2nd 3rd 4th
Quarter Quarter Quarter Quarter

1984 (in millions except per share data)
Net sales of continuing operations .......... $212.5 $220.7 $211.8 $200.1
GrOSSProlit . cone s s anwe e s e 55 42.4 48.8 45.5 43.4
Income from continuing operations ......... 7.2 10.0 9.8 9.6
Income (loss) from discontinued
OPEFATIONS:. « & wsicsrs o o apwmmes: « % wresmee: o & & (.3) 2 .3 (.2)
NetinCome . .« v vttt ittt teneeraenan 6.9 10.2 10.1 9.4
Earnings per share—
continuing operations . . .. ........c... .. 1.28 1.83 1.81 1.76
discontinued operations ................ (.05) .05 .06 (.06)
HELINCOMO. | & yrirvisns, v 5 o wressssns & ¢ 5 & GieoEe s ¥ 1.23 1.88 1.87 1.70
1983
Net sales of continuing operations . ................ $182.7 $188.2 $185.0 $207.6
GrossProfits oo cans svimn ows 5 oasesns sms MEes s 3 32.6 34.2 40.3 46.0
Income from continuing operations ................ 2.0 3.7 7.2 11.5
Income (loss) from discontinued
OPEFations . .....iiiii i (1.1) (.1 (.4) —
NEINCOMIE: 5.5 5is 36 © 506 BeS 5408 5iss o606 5 4a5 5 .9 3. 6.8 11.5
Earnings per share—
continuing Operations .. ......ceeevevrnrennsens i35 .64 1.24 1.99
discontinued operations. .. ..... ..ot (.20) (.02) (.06) =
NELINCOMIE . . ottt e et e ettt eeee e 15 .62 1.18 1.99

Net income in the fourth quarter of 1984 included charges of $.3 million arising from the disposal of the
silicon metal and ferroalloy business (see Note 9).

Pension expense adjustments increased income from continuing operations by $1.5 million in the fourth
quarter of 1984, and by $1.7 million and $2.3 million in the third and fourth quarters of 1983, respectively,
(see Note 10).

Income from continuing operations in the fourth quarter of 1983 was reduced by $4.3 million for the
estimated costs to restructure certain materials handling operations in Europe (see Note 7).

Adjustment of the 1980 and 1978 shutdown/disposal provisions increased fourth quarter 1983 income from
continuing operations by $5.4 million (see Note 7).

37



Interlake, Inc.

SELECTED FINANCIAL DATA

1984 1983 1982 1981

1980

For the Year
Net sales of continuing operations. . . ..

Income from continuing operations
before unusual items and taxes
on income

Unusualitems .. .......coveenvnn.n,

Income from continuing operations
before taxes on income............
Provision for income taxes...........

Minority interest in net income of
subsidiary

Income from continuing operations . . . .
Income(loss) from discontinued
operations

Net income

Earnings per common share
Income from continuing operations . .
Netincome ..........cccoviueen..

Cash dividends per common share . . ..

At Year End
Working capital
—AMOUNE i vaven v v amn samieven i
—CUFTeNE AL s crvrwiss sows st i
Total assets oz son s o oons vand i 84
Long-term debt, less current maturities .
Common shareholders’ equity
—AWOUIL o s s vunn gum a6 86
—per common share..............

(dollars in thousands except per share data)

$845,087 $763,549 $712,406 $921,187 $972,439

$ 71,548 $ 42,840 $ 9,533 $ 70,307 $ 51,590
— (2,100) 1,300 — (37,000)

71,548 40,740 10,833 70,307 14,590
31,793 14,276 2,046 26,899 3,405
39,755 26,464 8,787 43,408 11,185
3,204 2,074 1,210 1,589 737
36,551 24,390 7,577 41,819 10,448
— (1,566) (1,825) 4,758 3,370
$36,551  $22,824 $5,752  $46,577  $13,818
$6.68 $4.22 $1.21 $6.82 $1.73
6.68 3.94 92 7.59 2.29
2.60 2.60 2.60 2.40 2.20
$164,336 $202,860 $175,801 $199,803 $181,145
20tol 2.2t 21tol 2.2t01 20to1l
$682,574 $673,930 $655,792 $710,217 $703,618
112,898 115,994 122,338 126,618 133,020
323,264 327,401 323,251 358,748 336,707
59.13 56.12 56.63 58.06 55.30

1984 was a 53-week year while all other periods were 52-week years.

1983 and prior years have been restated to present as discontinued operations the operating results of the
silicon metal and ferroalloy business, which was sold during 1984.
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SUPPLEMENTARY FINANCIAL DATA ADJUSTED FOR EFFECTS
OF CHANGING PRICES

The Financial Accounting Standards Board (FASB) has adopted supplementary disclosure requirements
based on alternative measurements of traditional financial information. In compliance with these
requirements, the historical cost data has been adjusted to depict the effect of 1) general price level
changes (constant dollar), and 2) price changes of specific assets (current cost).

Constang dollar adjustments bring historical cost data into units having the same general purchasing power
by applying appropriate measures of the changes in the applicable general price level indexes.

Current cost adjustments to plant and equipment were determined by applying external price indexes
closely related to the assets being measured to the historic acquisition costs of the assets; for land, current
cost was determined primarily by reference to appraisals and real estate tax assessments. Current cost of
goods sold was determined by the LIFO (last-in, first-out) inventory method, which is principally the same
method used by the Company in its primary financial statements, adjusted for any effect of prior-year LIFO
layer liquidations.

Statement of Income Adjusted for Changing Prices
For the Year Ended December 30, 1984

(in thousands)

Income from continuing operations as reported. . .......... .. i iii e $ 36,551
Current cost adjustments:

oSt OEFOOAS SOl L.t . s 5o Satili Bons SR LINN A RS SOR S TORE BRES oD (1,368)

—depreciation and amortization EXpense ........c..eviviiiiiiiiiiaiaaaiaas (17,052)
Income from continuing operations at current Cost .. ..........cceovruienrreeerans $ 18,131
Gain from decline in purchasing power on net amounts owed . .................... 3 2,880
Increase in general price level of inventories and property, plant

and equipment held during the year ............. ittt $ 19,779
Effect of increase in current Cost™ .. ... ..ttt ittt it 8,714
Excess of increase in the general price level over the increase in current cost....... $ 11,065
Aggregate foreign currency translation adjustment as reported ................... $(12,483)

—FH-CHETEALCOSE sun wonn wimi s 8 eis S Cals 0% & a8 PereE wetis S v Y e $(16,646)

* At December 30, 1984 current cost of inventory was $213.5 million and current cost of property, plant and
equipment, net of accumulated depreciation was $383.2 million.

The current cost adjustments to reported income reflect the effect of price changes of specific assets,
resulting in:
* higher costs incurred to replace inventories sold during the year—an adjustment which is minimized
because most inventories are valued by the LIFO method.

» higher depreciation expense that would arise if existing plant and equipment were replaced at higher
current costs, reflecting assets with relatively long lives.
No adjustment was made for the tax effects normally associated with incurring higher costs because the
FASB standard does not permit such modifications and theoretical adjustments are not allowed for Federal
tax purposes.
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Comparison of Selected Data Adjusted for Effects of Changing Prices

1984 1983 1982 1981 1980

(dollars in thousands except per share data)

Net sales of continuing operations

—asreported . ... .o $845,087 $763,549 $712,406 $ 921,187 $ 972,439

—in constant dollars .. .............. 845,087 795,534 765,861 1,015,384 1,225,005
Income (loss) from continuing operations

—asreported . ... 36,551 24,390 7,577 41,819 10,448

—incurrent cost. . ..., 18,131 4,845 (27,732) 24,355 (41,842)

Income (loss) per common share from
continuing operations

—asireported « v .as s samiee sei . 6.68 4.22 1.21 6.82 1.73

N CUITENE C0SE e o s v cnaes sevato s 3.31 .83 (4.43) 397 (6.93)
Cash dividends per common share

—asdeclared...................... 2.60 2.60 2.60 2.40 2.20

—in constant dollars . ............... 2.60 2:71 2.80 2.74 2.77
Market price per common share

at year-end

—asreported .............. ... ... 44.50 44.25 31.25 33.88 27.75

—in constant dollars . . .............. 44.10 45.31 33.09 37.42 33.39
Net assets at year-end

—ASTEPOTtEd « s v s sens an A s 323,264 327,401 323,251 358,748 336,707

—iN CUTTENECOSE e wivms wnevin v siass 336 563,917 627,569 660,641 748,409 761,272
Aggregate foreign currency translation

adjustments

—asreported ... ... ... (12,483) (7,521)  (11,969) (15,575) —

—il GAFTERE CO8t a5 1 i smis osis Bt 2 (16,646) (10,788) (16,544)  (23,226) —
Gain from decline in purchasing power

onnet amountsowed ............... 2,880 3,720 5: 527 12,483 23,766
Excess of increase in the general price

level over the increase in current cost. . 11,065 13,334 12,818 12,103 37,489
Average consumer price index

(1967 = 100:0) o ciars soee ¢ o aemsz o 310.9 298.4 289.2 272.4 246.8

In 1982 and 1980, liquidation of LIFO inventory quantities required an adjustment to current cost of goods
sold of $13.4 million and $19.3 million, respectively, in 1984 average dollars.

The shutdown/disposal provision in 1980 included the reduction of historical costs to expected, realizable
values. As such, the adjustments for the effects of changing prices were not necessary for assets related to
this provision.

Adjustments to the current cost information to reflect the effects of general inflation are based on the
U.S. CPI (U).

None of the preceding data includes current cost information on mineral properties held by joint ventures in
which the Company holds investments accounted for by the equity method. The Company’s shares of
estimated mineral reserves of these joint ventures as of December 30, 1984 were approximately 143 million
net tons of iron ore and 15 million net tons of metallurgical coal. In 1984 the price per ton for this iron ore
and coal was $36.93 and $42.52, respectively. This information alone is not meaningful without due
consideration of the significant and ever-increasing costs of extraction, processing, shipping and associated
capital expenditures.



MARKET FOR INTERLAKE’S COMMON STOCK AND
RELATED STOCKHOLDER MATTERS

The principal market for the Company’s common stock is the New York Stock Exchange (ticker symbol
IK). The Company’s common stock is also listed on the Midwest Stock Exchange and is admitted to
unlisted trading on the Pacific Coast Exchange and the Boston Exchange.

On December 30, 1984 the number of record holders of the Company’s common stock was approximately
15,500.

High and low stock prices and dividends for the last two years were:

1984 1983

Per Share Per Share
. Cash ) Cash

Price Dividends __ Price Dividends
High Low Paid High Low  Paid

Calendar Quarter Ended

March3l.........covvvnnnn. $50 $413, $.65 $38 $313 $.65
June 30 ... 51Y 46Y, .65 37% 34 .65
September30................. 475 44 .65 44y, 36% .65
December3l ................. 48 41 .65 443 41 .65

The Company expects to continue its policy of paying regular cash dividends, although there is no
assurance as to future dividends because they are dependent on future earnings, capital requirements, and
financial condition. In addition, the payment of dividends is subject to the restrictions described in Note 6 of
Notes to Consolidated Financial Statements.
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