Bhy

development
corporation

1983 .
annual

report




Table of contents

Business of the
Corporation 2
Report of directors 3
Company reports
Oil and gas 6
Mining 8
Petrochemicals 10
Office information
products 12
Life sciences 15
Industrial
automation 18
Venture capital 19
Glossary 20
Financial review 21
Summary of account-
ing policies 26
Financial
statements 27
Notes to financial
statements 30
Auditors' report 35
Ten-year financial
summary 36
Investor
information 38
Directors and
officers 40

Other Annual reports

Some CDC companies
praduce annual reports
that describe their opera-
tions in greater detail. If
you would like to receive
a free copy of the annual
report produced by Can-
terra Energy, Kidd Creek
Mines, Polysar, Savin or
Connaught Lahoralories,
please write to CDC's
Directar of Public Affairs
and Communications.

Executive Office

Suite 200,

444 Yonge Street
Toronto, Ontario
M5B 2H4

Version francaise

Pour obtenir la version
francaise du présent rap-
port, priére d’écrire au
Secrétaire, Corporation
de développement du
Canada.

HIGHLIGHTS

1983 1982

(millions except share amounts)

REVENUE . oot tee e e §3,834.7 $3,953.3
TIEELOSS s st b oxvse smss s s s wmsgn = e = <t 5 SR 5 68 3 (45.0) (125.8)
Losspercommonshare. ............c....oou. (2.41) (4.52)
Cash flow before financing charges ........... $ 1755.2 $ 642.9
Freecashflow ........ .. i, 161.3 (158.3)
Free cash flow per common share........... 4.52 (4.47)
WorkingGapital s o s v s & v @ s o s s 3 s $ 554.4 § 659.6
TOtal ASSEES © v v v vttt et e 7,558.6 1,525.9
Longterm Aebts s « v wun v ¢ ans w o 0 i e s 4,448.9 45409
Shareholders'equity .......... ... ..o 1,151.7 1,111.9
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anada Development Cor-
‘ poration, with assets of $7.6

billion, is the controlling share-
holder in a number of companies
active in oil and gas, mining, petro-
chemicals, office information products,
life sciences, industrial automation
and venture capital. The Corpor-
ation's four classes of shares are
actively traded on the principal
Canadian stock exchanges. CDC's
initial share subscription came from
the federal government but since
1974 all of its financial requirements
have come from the private sector.

Today, more than 35,000 Canadians

have chosen to invest some of their
savings in CDC to develop vigorous
and profitable enterprises. In keep-
ing with the Corporation's distinct
objectives, ownership of the voting
shares is restricted by law to citizens
or residents of Canada and to
Canadian-owned companies. The
largest single CDC shareholder—the
federal government with 48% of the
voting power—has announced that it
will sell its CDC shares over time as
market conditions permit.

The positioning and relationships shown
in the organization chart for the Allan
Potash mine, Wordplex International Inc.,
Allelix Inc., and Innocan Inc. reflect
management responsibilities for these
investments rather than ownership.




BUSINESS OF THE
CORPORATION
CDC’s mandate, @ todevelop
as outlined in and maintain
the special Act strong Cana-
of Parliament dian con-
which estab- trolled compa-
lished the Cor- nies in the
poration, was: private sector;
® to widen
investment
opportunities
open to Cana-
dians; and
® to operate
profitably and
in the best
interests of all
shareholders
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invested $322.0 million in common shares, and all of that

during the Corporation's early years. Three public share
offerings in 1975, 1980 and 1983 raised another $570.0 million
in equity capital. Today, this unique partnership between the
public and private sectors has grown into one of Canada's
largest companies, holding assets with a book value of $7.6
billion.

CDC is an equity investor and usually takes controlling
positions In its investments. Special emphasis has been placed
on large development projects, particularly those involving
the upgrading of Canadian natural resources or developing
high technology industries. CDC places emphasis on inno-
vation through the development of strong research and devel-
opment programs throughout the group and on building a
presence for Canadian products in the international market-
place. The Corporation has also focused on longer term and
higher risk ventures where the greatest ultimate returns are
possible.

The Corporation employs 18,605 people in its seven largest
companies. CDC itself operates with a relatively small staff,
numbering less than 60 people. The Corporation is generally
in a position to exercise effective control of its investments.
CDC, however, does not normally participate in the day-to-day
management of those companies, believing they should have
their own skilled staffs and specialized operating personnel.
Each CDC company has its own strong board of directors
comprised of a mix of CDC directors and staff, outsiders and
its own management. The Corporation sees its role as par-
ticipating actively in business policy, strategy, development
and long-range planning so that its companies will remain
innovative, growth-oriented and able to increase their profit-
ability. CDC's attention also centres on maintaining appropri-
ate financial controls, good management development policies
and broad research and innovation strategies.

Since CDC's inception in 1971 the federal government has

Looking Ahead

During the past three years, the Corporation invested over
$2.5 billion in its holdings in oil and gas, mining, petrochemi-
cals and office information products. No further large-scale
investments are being planned at this time. Management
emphasis is being placed on obtaining the maximum prod-
uctivity from the present asset base, with particular attention
being placed on obtaining higher capacity utilization rates. A
lower level of capital spending is being focused on making
further productivity improvements and enhancing working
conditions and environmental standards. The Corporation
attaches great importance to research and development pro-
grams in all its subsidiaries and intends to remain one of
Canada's largest investors in developing new products and
processes.

As part of an agreement with the Corporation and approved
by its shareholders, the federal government plans to sell its
CDC shares when it can realize a satisfactory return. To
facilitate this disposition, the government intends to transfer its
CDC shares to the Canada Development Investment Cor-
poration. Once necessary amendments to the CDC Act are
passed by Parliament, CDC will adopt @a new name and be
governed by the general laws applying to any federally
incorporated company.




To our Shareholders:

ur major objective for 1983 was to restore the Corpor-
O ation to profitability. We accomplished this in the fourth

quarter with a profit of $28.9 million but our efforts bore
fruit later than we originally thought they would. As a result,
CDC lost $45.0 million for the year as a whole instead of
making a small profit as we had hoped. The main reason for
this difference between expectations and results was twofold:
the lagging impact of the economic recovery on our resource
companies, particularly petrochemicals, and poor operating
results at AES Data and Savin; the latter's combined losses
more than offset the profits of our other companies.

While the loss in 1983 was reduced by $80.8 million from the
previous year, the gain in free cash flow — cash flow after all
financing charges and capitalized expenses which is available
for capital expenditures and debt repayment — was even
greater, moving to a surplus of $161.3 million from a deficit of
$158.3 million a year ago, a change of $319.6 million. The gain
in the three resource companies — Canterra, Kidd Creek and
Polysar — was even more impressive, amounting to $423.4
million. In line with both improving economic conditions and
the impact of earlier management actions, free cash flow
showed substantial increases during each 1983 quarter.

These better results flowed from our continuing success in
cutting costs, improving productivity and enhancing the effec-
tiveness of marketing and sales activities throughout the
group. We continued our efforts to slim our companies with the
result that further staff reductions of 2,117 took place, in large
measure through special early retirement programs and attri-
tion. We believe that we have reached the end of this process,
and that we can operate without large increases in staff as our
business expands.

Just as important as our focus on cost cutting and productivity
was our emphasis on innovation and creativity. We increased
our efforts to make better use of our skilled people, modern
facilities and underused capacity, and spent $76.2 million for
research and development. R & D spending is tied closely to
market needs to ensure that we create a culture throughout the
group that values new ideas, products and processes, which
are essential in a dynamic and rapidly evolving economy. We
further upgraded personnel development and training, since
skilled and imaginative people are vital in a highly competitive
world. Capital spending was continued — but its level was
reduced $167.8 to $311.5 million — reflecting the earlier
completion of Kidd Creek's copper smelter, the startup in mid
1983 of Petrosar’s vacuum tower and the virtual completion of
a number of projects at Polysar.

Operations

The details of the operations of each CDC company can be
found in later sections of this report. The progress of our
resource companies, despite low commodity prices and the
lagged impact of the recovery, was heartening. Canterra's
operations and exploration performance showed further gains.
Kidd Creek lowered its operating costs further, commissioned
a new zinc pressure leaching plant and enhanced the relia-
bility of its copper smelter. Polysar showed a particularly
significant turnaround with the greatest strength being in latex,
styrenics and in rubber operations in Europe. Petrosar oper-
ated with reduced fuel losses and fixed costs, but margins
deteriorated because of higher feedstock costs at a time of low
market prices.

REPORT OF
DIRECTORS

Polysar completed a $325.0
million addition to its butyl
rubber manufacturing
facilities during 1983.

Revenues
by Business
Total revenues $3.8 billion

Industnal
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AES Data is a leading mar-
keter and manufacturer of
office automation equip-
ment with its head office in
Montreal.

About 91% of Kidd’s 1983
revenue came from the
giant Kidd Creek Mine
located near Timmins,
Ontario.

In the Data Systems group, Wordplex increased its reve-
nues and profits, while Delphax, our high-speed non-impact
printer enterprise, penetrated important new markets. On the
other hand, AES, which made gains in Canada and Europe,
lost momentum in the United States because of a change in
distributor, while Savin suffered from the late arrival of its new
products — now very successfully introduced into the market-
place — and inadequate management and controls. The steps
taken late last year to improve the results at Data Systems are
only now beginning to be felt.

The Life Sciences companies — Connaught, Bio Research
and Nordic — increased their profitability. Sentrol lowered its
operating costs, greatly improved its product performance
and returned to profitable operations at year end. We suc-
ceeded in producing a worthwhile operating profit at Fishery
Products during the first part of 1983 — paying down debt by
$3.0 million — but actions by governments and that company’s
banker made it impossible for us to remain in the business.
Venture capital operations were satisfactory during the year
and a number of dispositions led to a record contribution.

Financing

The Corporation reduced its unsubordinated debt by $193.7
million last year and strengthened its balance sheetin a
number of ways. Focused asset management led to a reduction
in working capital of $105.2 million. Dispositions — including a
$30.0 million (U.S.) debenture in Lanier Business Products Inc.,
the sale of Dumex and venture capital dispositions — realized
$88.4 million. Equity and quasi-equity financing in the form of
$125.0 million of two-pay senior preferred shares and $74.8
million of subordinated debentures linked to silver at a sub-
stantial premium raised almost $200.0 million. Early in 1984,
we received net proceeds of $43.0 million from the sale of
research and development expenditures.

As a consequence of these measures and of subsidiaries
converting certain demand credit facilities into long-term
loans, the Corporation ended the year with cash resources
and unused bank lines of about $500.0 million. Debt maturities
in 1984 amount to $113.0 million (of which $74.7 million was paid
in early 1984) and in 1985 to $259.2 million.

People

Dedicated workers, management and directors are the
livelihood of any enterprise. We are fortunate in those serving
CDC and its companies, and who again demonstrated that
they can rise to the greatest of challenges — whether in doing
things better, developing new products or finding new mar-
kets. We owe them all our special thanks and appreciation.

Our grateful thanks go to two CDC Directors — F.W. Sellers
and D.N.Kendall. Mr. Sellers, a Director since inception and
Chairman in the particularly trying times from early 1981 to
early 1983, retired last year to devote more time to the affairs
of Dome Petroleum. His common sense and unkending
integrity served CDC well. Mr. Kendall will not be standing for
reelection, as he will be 70 this year. Since the inception of the
Corporation he has given us his unswerving dedication and
loyalty, and always provided original ideas and wise advice,
especially in the areas of venture capital and high technology.

We also wish to thank Serge Gouin for his seven years of
loyal and hard working service to the Corporation as an
Executive Vice President. His tough mindedness in adversity,




his imagination and his management skills will continue to
serve CDC's shareholders in his new position as President and
Chief Operating Officer of Savin where he has been joined by
Peter S. CGray, formerly a CDC Vice President and Controller.

The management group at CDC was further strengthened
during the year with the addition of Kenneth Gibson — who has
since become the Chief Executive Officer at AES — Daniel
Owen and Roger Brownell, while the Board welcomed two
new directors — ].I. Bell and L.R. Wilson.

Looking Ahead

The economic recovery in the United States and the rest of
the industrial world is clearly broadening. We look for another
year of moderate growth in Canada, led by strong exports.
Canada, however, still has a long way to go before recapturing
the competitive position that was lost in the late ‘70s and early
‘80s. We should not be satisfied with an inflation rate that is
higher than our main customers and trading partners — the
United States, Japan and West Germany. While inflation rates
could pick up slightly with the business cycle in the next few
months, we may soon be faced with living in a world where
prices are no longer rising; Canadians do not seem ready to
face this reality despite this country’s dependence on foreign
trade.

While we are not counting on the usual cyclical rise in
commodity prices, we do think economic conditions facing
CDC's companies should be relatively favorable. We intend to
ensure that costs remain well under control, that there is no
slackening in our attention to productivity, and that the focus of
all our people remains on new and better ideas for making and
marketing our many products.

Qur financial goals are essentially threefold: first, to continue
and improve upon the earnings momentum already estab-
lished; second, to reduce debt further as part of our goal of
cutting liabilities substantially; and, third, to improve our ratio
of equity to debt — not just by the build up of retained earnings
but by careful asset management, continued disposal of mar-
ginal holdings and additions to our common share base. We
intend to look carefully in 1984 at the possibility of selling
shares in one or more of our companies as a means of raising
additional equity for the Corporation and meeting our over-
riding goal of enhancing the value of our shareholders'
Investment.

Respectfully submitted on behalf of the Board,

Pierre Coté
Chairman of the Board

H. Anthony Hampsoj

President and Chief Executive Officer

March 22, 1984

Connaught, with office
and laboratory facilities

in Toronto, had a very suc-
cessful year with record
revenues.

Canterra continued to be
one of the more significant
explorers in the Canadian
frontier during 1983.




OIL AND GAS

Canterra
Energy Ltd.,
wholly owned
byCDC,isa
significant
force in the
Canadian oil
and gas
industry.

Canterra
Canterra has an important
market position in the sul-
phur industry, having the
largest supply capability
of any Canadian company.
Revenues
by Product®
Total revenues $691.4 million
*Before royalties and
production taxes
Canterra Energy
Average Daily
Productiont 1983 1982 19814
(il and natural gas
liquids (cubic metres) . 3,686 3,660 3,262
Naturalgas......... 3,620 3,458 3,091
(thousands of cubic metres)
Sulphursales ....... 3,080 3,836 2,676

(tonnes)

tafter royalty

tfigures for 1981 are for CDC Ol and Gas for 12 months and
Canterra Energy for six months

Canterra Energy Ltd.

anterra is the fourth largest Canadian-controlled oil and
‘ gas company. It has the largest supply capability for

sulphur in Canada and is a major producer of crude olil,
gas liquids and natural gas. Canterra has large land holdings
in Western Canada, and is involved in exploration plays
covering conventional oil, heavy oil and sweet and sour
natural gas. In the Canadian frontier, the company is present
in all major exploration plays, including the Beaufort, Arctic
Islands and offshore Labrador, Newfoundland and Nova
Scotia. Canterra explores for and produces oil and gas in the
United States, and operates two coal mines in Pennsylvania.

Although revenue declined 6% during 1983, due mostly to

lower sulphur volumes, Canterra's cash flow before interest
was up 4% to $375.7 million. Lower interest rates resulted in
free cash flow of $137.3 million compared with a deficit of $2.7
million during 1982. Canterra contributed $19.7 million to
CDC's results in 1983, compared with a loss of $14.4 million a
year ago. Latest results include a profit of $7.3 million from the
company's reinsurance subsidiary.

Exploration

Canterra continues to be one of Canada's most aggressive
explorers for new hydrocarbon resources. The company
spent $326.3 million on exploration and land acquisition
programs during 1983 which were financed by internal cash
flow and government incentive payments. About 60% of net
expenditures were directed to conventional areas in Western
Canada with the remainder in the Canadian frontier.

Western Canada: Canterra is placing emphasis on
exploring for new oil reserves in Western Canada. During
1983, the company had a 56% success rate with the 108
exploratory wells (51.41 net) that it drilled. Oil exploration
activities were focused in the Skekilie-Zama, Rainbow, Peace
River Arch and Grand Prairie regions of Alberta and at
Coleville in Saskatchewan. Natural gas exploration is being
undertaken to establish new reserves in areas covered by
existing contracts or to maintain expiring leases.

Frontier: About four-fifths of 1983 frontier exploration
spending was directed to the Canadian East Coast where
discoveries made to date may allow for earlier production.
The remainder of spending went to projects in the Beaufort
Sea and Arctic Islands. During the year, the company con-
cluded three farm-in agreements on the East Coast, one of
which allowed Canterra to participate in the South Hibernia
block immediately south of the Hebron discovery well.
Canterra will operate two of the four wells in this farm-in begin-
ning in 1984. The 1983 frontier exploration program resulted in
one gas discovery with potential commercial significance at
Glenelg on the Scotian Slope. Encouraging hydrocarbon
shows were found in a number of other Canterra-interest wells,
including Terra Nova on the Grand Banks and Uniacke on the
Scotian Shelf.

Western Canada Production

Despite a number of negative industry trends, Canterra
achieved good results from its oil and natural gas production
activities during 1983.

0il and Liquids: A production optimization program
in existing fields, along with new capacity from recent
exploration successes, allowed Canterra to maintain 1983




production of oil and gas liquids close to 1982 levels. Volumes
after royalties for the Rainbow field, which accounted for 75%
of Canterra's oil and gas liquids production, actually increased
2% over 1982, The proportion of Canterra's Canadian prod-
uction that received the new oil reference price (NORP)
increased from 4% in 1982 to 26% in 1983 The company
expects that about 30% of its oil production will attract the
NORP price during 1984.

Natural Gas: Although the Industry experienced an overal]
8% decline during 1983, Canterra's production of natural

gas before royalties decreased only 1.3% to 4.8 million cubic
metres a day. Production from new reserves allowed the
company to avoid a more significant reduction in its volumes.
The completion of Canterra’s $45 million Blackstone-Stolberg
pipeline permitted production to begin from the Hanlan and
Brazeau areas of Alberta during 1983. This natural gas is being
processed at the company’s Ram River plant, one of the
largest of its kind in Alberta.

Sulphur: Canterra's sulphur sales during 1983 totalled

1.2 million tonnes, down from 1.5 million tonnes a year ago.
Although there was a modest increase in worldwide sulphur
demand during 1983, competition for markets Wwas intense,
leading to price erosion during the early part of the year. The
company expects improved sulphur volumes in 1984 as a
result of a recovery during the year in demand for phosphate
fertilizer.

Production capital spending: Canterra spent $25.0
million — representing more than half of 1ts total capital
spending on new production facilities — to complete the
Blackstone-Stolberg pipeline. Development and infill drilling
schemes in a number of fields added 250 cubic metres per
day of new oil production during 1983. Canterra has devel-
oped significant expertise in enchanced oil recovery (EOR)
techniques for mature fields, During 1983, the company ini-
tiated a five-well EOR scheme at Rainbow as part of a unique
scheme, which, when fully Implemented, could extend the life
of this field by 40 years.

Heavy Oil and Tar Sands

Canterra operates two steam pilot projects — one in the
Athabasca region of northeastern Alberta and the other in the
vicinity of North Battleford, Saskatchewan. The Athabasca pilot
plant produced 5,000 cubic metres of bitumen during 1983.
The North Battleford plant produced 25,000 cubic metres of oil
during 1883, up from 14,000 cubic metres in 1982 and 7,900
cubic metresin 1981. Preliminary work is underway on the
feasibility of potential commercial projects in both areas.

United States

The company’s U.S. subsidiary, Canterra Petroleum Inc.,
made several important discoveries in Wyoming and the Gulf
Coast. A discovery in Cameron Parish in Louisiana increased
natural gas reserves by over 40% during the year and will
contribute to cash flow during 1984. The surplus of deliverable
natural gas in the United States contributed to a 13% decline in
production volumes from 1982.

Canterra's U.S. coal subsidiary had 1983 sales of 804,000
tonnes, the lowest level in more than 10 years because of
depressed markets. Coal prices were down, but stringent
cost-control measures improved the company's already posi-
tive cash flow position and produced a net income of nearly
$1.0 million.

Canterra Energy

Proven

Proven

Proven Reserves bReserves at Reserves at
December 31,1983  Pemningol  Net endol
Western Canada
Oil and liquids®
gross......... 14.732 1.4492 16.174
net............... 10.084 1.761 11.845
Natural gas®
9 1 {51 LRI, 41.758 (4.078) 37.680
TEL: 52 56mee on vt e 30.301 (2.553) 27.748
Sulphur®
gross............. 16.108 (0.428) 15.680
net............... 15.031 (0.837) 14.194
United States
Oil and liquids!
LSS wranars 5% 5 v 0.531 (0.098) 0.433
e 5 s o o 0.434 (0.087) 0.347
Natural gas®
GYOSS sy s 2 v o, 0.745 0.515 1.260
net............... 0.557 0.347 0.904
¢ millions of cubic metres
@ billions of cubic metres
3 millions of tonnes
Land Holdi
19%3 amrlsézng»!: hectares
18
12
. .
| E I
=B
83vs82183vs82183vs8zl 83vs82
s Frontier Gross
= Frontier Net
s [JSA Gross
s [JSA Net
Western Canada Gross
mmmmm Western Canada Net
s Total Gross
s Tota] Net
Canterra Energy
Financial Performance 1983 1982 1981*
(mullions)
Revenues (net) . ... .. $ 507.1 5 5387 § 2458
Contribution to CDC . 19.7 (14.9) 0.1
Cash flow before
Interest. . ... . ... .. 375.7 361.0 174.5
Free cashflow .. ... 137.3 2.7 (2.2)
Capital spending
~GLOSS ousmerc gy 3% 35 3 326.3 337.9 231.0
e V= 1729 210.0 161.0
Totalassets . ...... .. 3,044.1 29360 2570.1
Working capital . . . ., 59.2 120.1 93.5

*1381 six-month results for Canterra and 12-month results for

CDC Oil and Gas Limited

Canterra publishes its own annual report. For a copy, please write
to CDC at the address shown on the inside front cover




MINING

CDCowns a
100% interest
in Kidd Creek
Mines Ltd., one
of Canada’s
largest inte-
grated mining
companies. Its
principal prod-
ucts are zinc,
copper, silver,
gold and
potash.

KidO

More than 30% of Kidd's
1983 revenue came from
copper sales in Canada,
the United States and
Europe.
Kidd Creek Production
1983 1982 1981
Oremilled.......... 4,154 4321 4,076
Zinc concentrates® 178 161 119
ZiNC. .o 107 106 109
Copper-Kidd Creek 53 25 6
~Tolled ..... 37 42 55
SHVEL: i i v v 197 167 145
Sulphuric acid .. .... 336 323 193
Owl Creek
Oremilled.......... 242 248
Gold i o s o . 780 118
Allan Potash Mine**
Oremilled.......... 1,081 939 1,357

Muriate of potash. . . .

385 317 487

All volumes in thousands of tonnes except silver, which is in tonnes

and gold which is in kilograms
*produced for sale

**Kidd Creek portion

Kidd Creek Mines Ltd.

he company owns the giant Kidd Creek mine and metal-
Tlurgical complex near Timmins Ontario and a producing

gold mine at nearby Owl Creek. It has a 35% net profits
interest in the Nanisivik mine on Baffin Island and owns 40% of
the Allan potash mine in Saskatchewan.

During the past year Kidd Creek made important progress
in improving its operating and financial performance as well as
the productivity of its assets. The company had an active year
exploring for new resources.

Operations

The company’s most valuable asset is the Kidd Creek mine,
which accounted for 91% of 1983 revenue. This copper-zinc-
silver deposit ranks as one of the finest ore bodies in the world.
With a highly skilled workforce, the company's mining and
metallurgical operations are modern and efficient, using
advanced technology to maintain high standards of produc-
tion. Although 4% less ore was milled during the past year, the
company successfully increased recoveries of all major metal
products.

Aggressive sales programs for all products were successful
in reducing inventories during 1983. This effort allowed Kidd
Creek to cancel a planned July shutdown of its Timmins
facilities. Zinc sales were particularly strong during the year
as a result of a major recovery in automotive sales. Although
prices and demand were weak for copper, Kidd Creek’s
modern mining techniques and its state-of-the-art smelter and
refinery make the company one of the lowest cost producers
which allows it to compete for sales in world markets. Asa
result of a successful forward selling program, the company
realized silver prices well above market averages.

The 1983 marketing effort resulted in revenue of
$476.9million, a 47% increase over 1982. Despite generally
depressed prices during the year, the company achieved a
near breakeven level of profitability, compared with a loss of
$37.3 million during 1982. Free cash flow showed a dramatic
increase, rising to $135.4 million from a deficit of $79.0 million
for 1982.

Productivity

Throughout its operations, Kidd Creek is placing strong
emphasis on improving productivity. During 1983, operating
costs at the Kidd Creek mine were reduced by about $10.0
million while maintaining production of metal products above
1982 levels. As part of this cost-cutting program, operating staff
at the mine and metallurgical facilities was reduced 8% during
the year. Improved dilution control and other measures
resulted in higher grades of ore being mined during 1983.
Other productivity gains have been made in conserving
enerqgy, salvaging and recycling materials and using ground
slag as a substitute for cement in backfill.

Work by the company’s research and development group
helped achieve better optimization of processing facilities. A
new electronic monitoring system for the concentrator pro-
duced substantial savings in reagent costs. In the copper
smelter, a number of modifications were introduced to
improve the reliability of the continuous furnace line and to
control emissions. A modified heating system for the copper
refinery has achieved significant natural gas savings. The
installation of a new counter — current leach circuit in the zinc




plant has improved zinc recoveries and upgraded silver-
bearing residues.

Kidd Creek's employees have maintained their enviable
record for safety. During 1983, an underground production
crew reached a safety milestone by working 500,000 hours
without a lost-time accident, a feat that took slightly more than
12 years to accomplish. Kidd Creek will continue to emphasize
high safety, health and environmental standards.

Gold Mining: Kidd Creek operates an open-pit gold mine
at Owl Creek which is about three miles west of the main
metallurgical site. During the past year, about one quarter of
the ore mined was processed in the company's concentrator.
The remainder was custom milled and refined at nearby
facilities owned by another company.

Potash: The Allan potash mine is located 50 kilometres east
of Saskatoon and produces various grades of muriate of potash
which Is a major component of commerical fertilizers. Potash
prices and demand were weak during the early part of the
year due to poor market conditions for fertilizer, although a sig-
nificant improvement occurred during the 1983 fourth quarter.

Nanisivik Mine: Kidd Creek’s royalty interest in the
Nanisivik lead-zinc mine, located at Strathcona Sound near the
northern tip of Baffin Island, is expected to produce cash
returns by 1986 after the full recovery of exploration and
development costs.

Exploration

Kidd Creek's exploration effort during the past year pro-
vided some encouraging indications. Its exploration division
carried out about 25 major projects searching for copper-
zinc-silver, precious metals, and tin and tungsten deposits.
Projects are limited to those with the potential to start pro-
duction before 1990.

In order to find additional base metal reserves in the
Timmins area, a significant portion of the exploration budget
was allocated to northeastern Ontario. Partial delineation of a
zinc-silver-lead deposit was undertaken on an optioned prop-
erty near the Kidd Creek mine; further work on this property
will take place during 1984. Construction began on an under-
ground ramp at the Hoyle Pond gold prospect, located just
west of the company's metallurgical site; the main gold bear-
ing seams will be reached during 1984.

In British Columbia, the discovery of high-grade gold miner-
alization in the Toodoggone district in 1983 will be followed by
extensive trenching and diamond drilling during 1984. Tung-
sten mineralization was discovered on a Newfoundland prop-
erty during the past year, with further work being required to
determine its significance. In Quebec, further drilling on the
Lac Rouleau gold prospect will also be carried out during 1984.

Ore Reserves

: Kidd
December 3, Creek Owl Allan
1983 Mine Creek Minet
Zinc(%) ............ 4.91
Copper (%) ......... 3.09
Silver (grams/tonne) 67.0
Lisad (00) . s o v 0.18
Gold (grams/tomne) . . . . . 4.1
Potashi (%) . .« v s 23.8
Total recoverable
proven and
probable ... ..... 74.0 1.0 42.8
(millions tonnes)
tKidd Creek owns a 40% share.
Revenues
by Product

il

Kidd Creek owns a 40%
interest in the Allan Potash
Mine, located near

Total revenues $476.9 million

Saskatoon.
Kidd Creek Mines
Financial Performance 1983 1982 1981*
(millions)

Revenues (net) . ... .. $ 4769 $ 3243 § 1169
Contribution to CDC . (1.2) (37.3) (2.2)
Cash flow before

interest........... 223.7 53.3 37.9
Free cashflow ... ... 135.4 (79.0) 9.8
Exploration ......... 8.2 17.0 1.9
Capital expenditures. 17.7 51.2 30.6
Total assets ......... 1,347.7 14273 1,302.0
Working capital .. ... 124.4 46 97.9

*CDC acquired 100% of the Canadian operations of Texasgulf Inc.

on September 30, 1981

Kidd Creek publishes its own annual report. For a copy, please
write to CDC at the address shown on the inside front cover.
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PETROCHEMICALS

CDCownsa
100% interest
in Polysar
Limited, the
largest pro-
ducer of syn-
thetic rubbers
in the world,
and a 60%
interest in Pet-
rosar Limited,
an efficient
manufacturer
of a range of
primary petro-
chemicals.
Polysar Petro-
chemicals,
which com-
bines CDC’s
holdings, is
one of Can-
ada’s major
intermational
enterprises.

o~

) e \__\
{POLYSAR)

o

Revenues
by Region

Total revenues $2.1 billon

Polysar is the world’s
second largest supplier
of latex which is manu-
factured af six plants in
four counlries.

Revenues
by Product

Total revenues $2.1 billion

Polysar Limited

olysar Limited, with headquarters in Sarnia, has 18 plants
P In six countries and sales representation in over 30

countries. Most of Polysar's products are used by other
manufacturers to make many familiar consumer and industrial
products, including automobile tires, masking tape, roofing
membranes, foamrubber carpet backing, plastics packaging
and foodware. Polysar stresses technical leadership to main-
tain its dominant position in a number of product segments for
the international marketplace. In 1983, Polysar completed a
new $325.0 million world-scale butyl plant in Sarnia ensuring its
ongoing growth in this important rubber field. Polysar con-
stantly works to improve the technical content of its products
in order to reduce the amount of its output it must sell as lower
margin commodities.

Polysar contributed $27.0 million to CDC in 1983 — a strong
improvement from its loss of $31.5 million in 1982 — as a result
of increased sales volumes, an improved product mix and
cost-cutting programs. The turnaround began slowly in 1983 as
most of Polysar's worldwide markets remained in the grip of
recession; but by the third quarter substantial strengthening in
all markets was evident and was maintained for the remainder
of the year. Sales for the year reached $1.3 billion while
volumes increased 2% to 818,000 tonnes. In 1983, fixed costs
were reduced by about $30.0 million. By year end, total
employment was down to less than 6,000 people from a peak of
7,1001n 1981.

Rubber: Rubber salesin 1983 accounted for more than 60%
of Polysar's total revenues. While automotive markets, which
consume a major portion of Polysar's rubber, were strong
throughout the year, producers did not begin to benefit from
this recovery until after mid-year. Up to that point, high
industry inventories were sufficient to meet demand. The
company's strong market position in specialty rubbers
contributed substantially to total operating earnings in 1983.
Polysar benefitted from increased worldwide demand for
halobutyl, one of the company's specialty products, as
manufacturers switch to this rubber from other materials to
improve performance. To service the fast-growing Far East
market, Polysar opened a Hong Kong office during the past
year.

Latex: Polysar is the world's second largest supplier of latex.
Produced in six plants in four countries, latexes accounted for
20% of 1983 revenues. Polysar's technically oriented latexes
are sold primarily to the carpet, adhesives and paper coating
industries. Latex sales improved significantly with the recov-
ery of the North American housing industry. In addition, sales
of carboxylated latex for paper coating improved sharply as
print advertising increased with the economic recovery.
Styrenics: Styrene monomer is produced in Sarnia primar-
ily for the company's North American rubber and latex busi-
nesses, as well as for further processing into polystyrene at
four company-owned plants in Canada and the United States.
Styrenics operations experienced a sharp turnaround in 1983.
Volumes were up almost 8% and margins, which had been
squeezed for almost two years, improved. Polysar is
investigating several specialized applications for polystyrene
that will provide growth opportunities and permit the company
to gradually reduce it exposure to the highly competitive and
price sensitive commodity plastics markets.




Formed products: ['rom three plants in West Germany,
Polysar produces and sells formed plastic products. These
operations produce finished consumer products for the indus-
trial catering, food packaging and horticultural markets.
Through extensive research and market studies, several new
specialized products have been developed.

Petrosar Limited

Petrosar's mission is to provide its shareholders, including
Polysar, with a secure source of primary petrochemicals at
competitive prices while maintaining a financially sound enter-
prise. Its world-scale petrochemical refinery near Sarnia,
ensures this product availability. However, the company's
ability to be both price competitive and profitable has been
eroded in recent years by declining prices for its major
products. Feedstock and fuel costs, which represent 86% of all
costs, have continued to increase under Canada's regulated
oill pricing regime. As with all Canadian petrochemical pro-
ducers, Petrosar's feedstock costs have increased about 80%
since 1980. At the same time, the market price of ethylene has
been set by Petrosar's U.S. Gulf Coast competitors who have
access to lower-priced feedstocks. This has resulted in prices
for ethylene — Petrosar's major product — falling below 1980
levels during the past two years. For 1983, Petrosar had a loss
of $52.7 million after all financing costs, of which CDC's share
was $24.9 million.

Despite these negative conditions, Petrosar had a number of
important accomplishments during 1983. Despite its significant
loss, the company successfully financed all its cash require-
ments from internal resources. Significant cost reductions
were made in existing operations and process improvements
were introduced to improve plant flexibility and enhance
efficiency. The Petrosar plant produces primary petrochemi-
cals — ethylene, propylene, benzene, butadiene and iso-
butylene — and a range of fuel products. Excess refining
capacity combined with lower government regulated prices
for natural gas relative to crude cil have reduced the profit-
ability of fuel products. Petrosar has taken a number of steps to
increase its output of petrochemicals from each barrel of
crude oil that it refines. The new vacuum distillation plant
completed in July now upgrades heavy fuel oil to vacuum gas
oll, a more valuable product which is traded to other refineries
for petrochemical feedstocks. With this modification, approxi-
mately 80% of a barrel of oil is refined into petrochemical
products at Petrosar, compared with 38% in 1977 when the
plant began commercial operations.

A new computerized process control system was installed.
Combined with other actions to improve overall plant effi-
ciency, this resulted in a $13.0 million reduction in hydrocarbon
losses during 1983. Additional plant flexibility is still possible.
Petrosar's Gulf Coast competitors are able to optimize their
operations by varying their feedstock using naphtha, gas oil,
and various natural gas liquids, depending on market prices.
Plans have been developed for a project costing up to $100.0
million which would give Petrosar improved feedstock flex-
ibility. However, a decision to proceed is dependent upon the
Canadian petrochemical industry becoming better positioned
relative to its foreign competitors. An industry task force
initiated by the federal government has submitted a number of
recommendations, which are seen by Petrosar and its share-
holders as a realistic basis for improving conditions facing the
Canadian petrochemical industry.

P

PETROSAR

Petrosar Cost
Structure
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Petrosar’s new vacuum
distillation plant upgrades
heavy fuel oil into vacuum
gas oil, a more valuable
product.
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Financial Performance

1983 1982 1981

(millions)

Revenues... ........ $2,112.3 $2249.8 $2,3205
Contribution to CDC . 2.1 (38.6) 14.7
Cash flow before

interest. ... ....... 168.2 132.7 236.7
Freecashflow ... ... 115 (57.5) 92.2
Research and

development. .. ... 23.3 27:1 22.9
Capital expenditures. 94.2 195.3 253.5
Totalassets ......... 2,308.7 22856 22440
Working capital . .. .. 176.1 186.6 283.9

*Includes 100% of Polysar Limited, and 60% of Petrosar Limited.
Polysar publishes its own annual report. For a copy, please write to
CDC at the address shown on the inside front cover
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OFFICE

INFORMATION

PRODUCTS

CDC’s 100%
owned sub-
sidiary, CDC
Data Systems
Limited, has
investments in
four compa-
nies that
develop and
manufacture
such electronic
office products
as word pro-
cessors, photo-
copiers and
printers.

AES

e

During 1983, AES Data

launched two new prod-
ucts which feature high
ergonomic standards and
very competitive price-
performance character-
istics.

AES Data

Financial Performance 1983 1982 1981

(millions)

Revenues........... $134.0 351882 §$1728

Contribution to CDC . (14.9) (2.5) 1.6

Research and

development. . . ... 17.0 14.8 10.6
Total:assets : .« ou v 132.4 131.3 117.0
Working capital . . ... 34.6 35.6 24.8

CDC Data Systems Limited

restructure and streamline the operations of companies

in the group. Two of the largest holdings — AES Data Inc.
and Savin Corporation — experienced significant losses
during 1983. Both companies took aggressive steps to reduce
costs, improve productivity and restore profitability. CDC Data
Systems provided AES and Savin with additional equity in
order that both companies could continue work on new prod-
uct developments. In addition, CDC Data Systems became the
sole owner of AES by purchasing the minority interest held by
Lanier Business Products Inc. Lanier, in turn, redeemed a $30.0
million (U.S.) 8 3/8% debenture held by a CDC subsidiary.

AES Data Inc.

AES Data Inc. is based in Montr&al and is one of the world's
largest suppliers of software-rich, network-oriented office
automation systems that provide electronic job support to
management, professional and administrative staff in the mod-
ern office. CDC Data Systems invested $15.0 million in the
company during the past year.

During 1983, AES successfully launched two new products
to meet expanding office system requirements. The 7100 1s an
intelligent workstation developed to handle a variety of infor-
mation processing and personal computing tasks. The 7200 1s a
clustered system that supports up to four workstations linked to
a central processing unit and can be interconnected into a
network of several CPUs working simultaneously. These two
products feature high ergonomic standards and very com-
petitive price-performance characteristics.

AES has always been committed to providing its customers
with the latest in office automation technology. One of the
company's strengths is its ability to develop software that adds
new functions and enhances the capabilities of its product
lines. During the past year, AES committed itself to support
industrywide standards of compatibility in order to allow
different systems to interact with one another. AES Inter-
change Facility — the most recent element of this compatibility
commitment — translates AES internal documents into the
format used by one of the industry's largest data processing
vendors. AES plans to introduce new hardware and software
products to augment the networking capabilities of all systems,
placing particular emphasis on data base management, com-
munications and electronic mail and filing.

From an operations perspective, the past year was one with
mixed results. AES consolidated its already strong position in
the Canadian market by increasing shipments 15% over 1982.
Sales in Europe were ahead 16% over 1982, aided in part by a
strong push by the company's new direct sales force in
Germany. However, sales in the United States, the largest and
most Important market, were down significantly and repre-
sented only 7.5% of total revenues compared with the more
traditional 35%. As part of a broader strategy of building an
organization that can maximize revenues in the United States
during future periods, AES changed its U.S. distribution
arrangements, beginning the process of developing a branch
and dealer organization. Early emphasis is being given to
those markets with the highest sales potential and where AES
products have gained strong acceptance in the past.

AES will continue its evolution, responding to the changing
marketplace. Buyers are no longer just interested in making

Anumber of steps were taken during the past year to




hardware purchases: communications, compatibility and man-
agerial support are important customer requirements in
today's marketplace. AES will strive to serve the needs of its
customers in all areas: hardware, software, support, training
and service.

Savin Corporation

Stamford-based Savin Corporation, in which CDC Data
Sys_tems has a 57% interest, is one of the largest distributors of
plam paper photocopiers in Canada and the United States.
During the past year, Savin made considerable progress in
strengthening its product line, marketing capabilities and
management team. However, its financial performance con-
tinued to lag behind CDC's expectations, reflecting intense
price and product competition for photocopiers, the costs of
Implementing its new programs and significant writeoffs asso-
clated with continued revaluation of the company's assets.

During 19883, Savin introduced five new photocopying
machines, the first new products for the company in three
years. The Savin 5030 and 5040 machines are the first to have
factory-designed and installed Landa Process liquid toner
technology which was developed by the company. These
machines have been built to Savin's specifications by Ricoh
Corporation Ltd. of Japan, and incorporate Savin's unique
paper-feeding mechanism, the most reliable in the industry
today. The Savin 5020, 5015 and 5015RE are the company's
new dry process copiers, reflecting Savin's commitment to
offer a broad line of copier products.

Market response to Savin's new copiers has been positive,
reflecting their quality and the effectiveness of Savin's new
marketing structure. Net unit placements — the number of
copiers sold after returns — increased 50% during 1983. In
June, Savin reorganized its U.S. field marketing into five
regional operations, each with its own management and profit
and loss responsibility. This regional approach has strength-
ened Savin's relationships with its 350 dealer locations and its
major national accounts, as well as provided improved direc-
tion and control for its 35 branch sales and service offices.

Considerable progress was achieved in preparing to mar-
ket the 8000 series of high-speed duplicators. The engineering
designed into the machines has created important advances in
copiler technology.

Management at all levels was strengthened during 1983
through the recruitment of seasoned executives for key posi-
tions. The company also implemented a number of major cost
control programs, including further manpower reductions,
consolidation of facilities and improved accounts receivable
and inventory management. The purpose of these and other
measures under consideration is to improve operating margins
which have been largely responsible for Savin's poor financial
performance. The effects of these programs should become
evident during 1984.

To improve Savin's financial strength, CDC Data Systems
has agreed to provide the company with $30.0 million (U.S.) of
additional equity financing, consisting of both common shares
and purchase warrants for additional stock. Once the trans-
action is finalized, its interest will increase to 68% following
purchase of the common shares and 72% if the warrants are
exercised. Pending finalization of this transaction, CDC Data
Systems has advanced the $30.0 million (U.S.) to Savin as a
short-term demand loan.

CDC Data Systems
Revenues
by Region

Total revenues $627.8 mullion

Sdavin

Savin introduced five photo-

copying machines during
1983.These new products
have received good
customer acceptance.
Savin
Financial Performance 1983 1982%
(millions)
Revenues................... §488.3 $405.0
Netincome (loss) ............. (75.2) (9.8)
ContributiontoCDC .......... (43.8) (6.2)

Research and development . . 12.6 11.2
Totalassets .................. 453.4 504.0
Working capital .« . o v s o 81.9 176.8

*Includes results from April 1, 1982 to Dec. 31, 1982

CDC acquired its positicn in Savin effective April, 1982
Savin publishes its own annual report. For a copy, please write to
CDC at the address shown on the inside front cover.
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CDC Data Systems
Revenues
by Product

Total revenues $627.8 million

celbbh

SYSTEMS

Delphax Systems, in
which COC has a 50%
interest, manufactures a
high-speed non-impact
printer which uses a
patented process.

WORDPLEX

CDC Data Systems
Financial Performance 1983* 1982 1981
(millicns)

Revenues. ... .... $627.8 $645.8 $2185
Contribution to CDC . (57.9) (10.3) 8.9
Cash flow before

interest. . ........ 42.2) 59.2 29.6
Freecashflow . ... .. (80.9) 23.0 23.3
Research and

development. . . ... 33.9 34.8 16.9
Capital expenditures. 21.6 27T 14.3
Total assets ......... 692.4 678.5 236.2
Working capital . . ... 211.8 1712 28.7

*Results exclude Wordplex for the year
**Results for 1982 include Savin for the period April | to
December 31, 1982

Delphax Systems

Delphax Systems is a joint venture between CDC Data
Systems and the Dennison Manufacturing Company which was
established to develop and commercialize a new non-impact
printer technology. Its research, development and manu-
facturing facilities are located near Toronto. During the past
two years, Delphax has made important strides in gaining
acceptance for its patented ionography technology as a viable
alternative to xerography in non-impact printers. Since its
inception, the company has spent more than $20.0 million on
research and development. During 1983, the company's main
product, a 60-page per minute printer, was manufactured in
commercial quantities and shipped to customers who incorpo-
rated the Delphax product into full systems. Present uses for
the Delphax product include computer peripheral printers
and off-line printing of security documents and cheques.

The Delphax technology combines high reliability and
speed with a low cost of operation. A Delphax printer offers
the flexibility of graphics, multiple print styles and form-
generation capabilities, which are not possible with impact
printers. The main technological breakthrough incorporated in
the Delphax printer is in the simplicity of its paper path and the
operational durability of its key components. The Delphax
printer contains less than 300 parts compared with 3,000 in a
laser xerographic printer. In 1984, Delphax plans to further
exploit its technology by expanding its line of page printers.
The Delphax partners believe that significant new oppor-
tunities exist for lower-cost office printers that can be linked to
intelligent terminals and utilized in the automated office and 1n
local area network environments. Early in 1984, Delphax
announced that it had reached agreement with a large
Japanese trading company that will, among other things, make
a new printer product available to a number of new markets
throughout the world.

Wordplex International Inc.

Wordplex International Inc., manufactures and sells a highly
integrated range of word processing equipment. During 1983,
the company expanded its product lines and market outlets as
well as acquiring the business of its Australian distributor.
Despite higher manufacturing costs associated with the strong
U.S. dollar, the company improved upon its near breakeven
performance in 1982 by achieving a profit of $1.6 million. Word-
plex released the 8000 Multi Station Complex early in 1984 to
replace its very successful Wordplex 7 shared logic system.

CDC plans to divest its interest in Wordplex. Consideration
is being given to a variety of methods by which this may be
accomplished during 1984.




CDC Life Sciences Inc.
DC's corporate strategy for its life sciences invest-
ments is to continue building and strengthening existing
areas of operation and expertise. The past year was
extremely successful for the Life Sciences group. Asit no
longer held a strategic purpose, the 100% interest in
Dumex Ltd., a Danish pharmaceutical company, purchased in
1973, was sold. The sale price of $33.2 million represented a
$5.3 million gain over book value and a $15.8 million gain over
original cost. This gain, along with much improved contributions
from companies in the group resulted in a profit for the year of
$17.0 million.

Connaught Laboratories Limited

Toronto-based Connaught Laboratories, in which CDC Life
Sciences has a 100% equity interest, had a good year with
record sales of $69.5 million. The company made important
progress in improving its profit performance, strengthening its
existing core businesses, investing in new biological products
offering medium-term profit potential, and positioning itself to
pursue new business opportunities, particularly in those areas
where rapidly developing genetic engineering technologies
can be utilized.

Connaught entered into two joint ventures during 1983 with
prominent international companies. A collaboration with Novo
Industri A/S of Denmark, one of the largest manufacturers of
mnsulin in the world, will ensure that the highest quality and
range of insulins are available to Canadian diabetics as well as
assisting Connaught in maintaining its major market share in
Canada. A joint venture with E.R. Squibb and Sons Inc, a
well-known pharmaceutical company based in Princeton New
Jersey, will provide Connaught with strengthened marketing
resources and distribution channels for its products in the
United States.

Two other agreements provide Connaught with access to
important new technology and products. The company
arranged with Integrated Genetics Inc. of Framingham, Mass.,
a major U.S. biotechnology company, to assist in developing
and manufacturing a vaccine against Hepatitis B virus using
genetic engineering technology. Another agreement with
Teyin Ltd., a Japanese company, will allow for the develop-
ment and manufacture of a vaccine against whooping cough
that could replace existing products if clinical trials and
licensing are completed successfully.

Connaught Research Institute, the company's R&D group,
achieved a number of successes during the past year. Ina
project supported by the National Research Council, labora-
tory quantities of biosynthetic human insulin were produced in
preparation for clinical trials in 1984. Microcapsules containing
living islet cells of animal pancreas were successfully
implanted into diabetic animals, producing insulin and control-
ling the diabetes in the animals for a period of over twelve
months. A new vaccine to prevent meningitis in young infants
and children was developed and is now showing excellent
results in clinical trials.

An inactivated polio vaccine was produced in human diploid
cells; successful commercialization will eliminate the need to

LIFE
SCIENCES
CDC Life Sci-
ences Inc.isa
wholly owned
subsidiary
with invest-
ments in com-
panies that
manufacture
and market
human biolog-
icals and phar-
maceuticals,
provide con-
tract scientific
testing ser-
vices to the
food and drug
industries and
undertake
research in the
emerging bio-
technology
industry.

Connaught
Revenues
by Region

Total revenues $69.5 million

Connaught Laboratories
manufactures human bio-
logical products, princi-
pally insulin, vaccines,
blood fractions and
diagnostic products.

Connaught Laboratories

Financial Performance 1983 1982 1981
(millions)

Revenues........... $69.5 $62.2 $58.2
Contribution to CDC . 3.0 0.6 (0.7)
Research and

development. ... .. 10.4 8.6 9.7
Totalassets ......... 78.0 75.7 79.2
Working capital . . . .. 34.0 34.8 38.9

Connaught Laboratories publishes its own annual report. For a
copy, please write to CDC at the address shown on the inside front
COVer.
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Bio-Research is one of the
world’s leading scientific
testing companies with
offices and laboratories in
Montreal.

Bio-Research
Revenues
by Region

Total revenues $10.7 million

Bio-Research Laboratories

Financial Perfcrmance

Revenues...........
Contribution to CDC
Research and
development. . ....
Total assets . ........
Working capital . . ...

1983 1982
(millicns)

$10.7 $8.1
0.6 0.2

0.5 0.3

11.3 9.2
(0.2) (0.2)

use kidney cells from monkeys in the production of this vital
vaccine. A new human vaccine against rabies has been
successfully tested which will require only two or three
injections for rabies-exposed patients rather than the 23 now
required using existing products.

Connaught anticipates reaching another new sales record
during 1984 while at the same time continuing to strengthen its
various business units and devoting a high proportion of its
revenues to its research and development activities. Capital
expenditures will be directed at improving the productivity
and efficiency of both Canadian and U.S. manufacturing facili-
ties.

Bio-Research Laboratories Ltd.

Bio-Research Laboratories Litd. is a Montreal-based biologi-
cal research company wholly owned by CDC Life Sciences.
The company conducts clinical and bio-analytical tests on new
drugs and chemical products for safety prior to their release
for sale to the general public. Its customers are major pharma-
ceutical, chemical, petrochemical and pesticide companies in
North America, Europe and Japan.

The company's excellent growth record — revenues dou-
bled during the past two years — is the result of its commitment
to producing high quality scientific output along with prompt
delivery of final reports for all research projects undertaken.
During 1983, over 80% of Bio-Research's business came from
outside Canada, firmly establishing its position as one of the
world’s ieading contract research laboratories in its field.

Bio-Research has two divisions. The toxicology division,
which produces 75% of revenues, uses a variety of techniques
to test on different animal species new products which are
intended for human consumption or use. Research projects
may, for example, be undertaken to determine if a new
product affects such things as the reproductive system or has
the ability to produce cancer, and may take as long as three
years from start to completion. The scientific affairs division, a
relatively new area of activity, conducts clinical research
studies and a wide variety of bio-analytical testing.

The company has a number of active research programs
designed to maintain its leadership position in biological
testing. It currently has underway programs to develop
shorter-term testing techniques to determine if a product will
cause cancer, better measure the neuro-toxicological effects
of compounds and find more sensitive ways of analyzing drugs
in biological fluids.

During 1983, the company invested in a sophisticated sci-
entific computer system to enhance the quality and precision
of its scientific work. Because Bio-Research is now operating at
capacity, a feasibility study is underway on expanding phys-
ical facilities.




Allelix Inc.

CDC has a 50% interest in Allelix Inc. whose head office and
modern laboratory facilities are located near Toronto. The
company is involved in basic and applied research in bio-
technology, concentrating on agricultural and industrial appli-
cations with worldwide commercial potential. Allelix is a
startup research and development venture which is expected
to create profitable new business opportunities from the work
it undertakes.

During 1983, Allelix began research operations with initial
projects in the area of plant growth and genetics for such field
crops as potatoes, corn and canola. Work will be expanded
during 1984 into bacterial fungal systems as well on the
production of high-value chemicals. In immunochemistry, Alle-
lix has identified opportunities in the diagnostics area.

During the past year a number of leading scientists joined
Allelix, filling key positions in plant and molecular biology and
immunochemistry. The tempo of recruitment and scientific
research increased significantly throughout 1983.

Nordic Laboratories Inc.

CDC Life Sciences owns a 35% interest in Nordic Labora-
tories Inc., (formerly known as Omnimedic) which markets a
range of pharmaceutical products. Marion Laboratories Inc. of
Kansas City holds a 50% interest in the company. During 1983,
strong sales of two prescription drug products — Cardizem and
Sulcrate — largely accounted for a 48.5% increase in revenues
over 1982. Cardizem is a new class of cardiovascular drug for
the treatment of angina and represents the first advance in this
therapeutic area in a number of years. Sulcrate is an anti-ulcer
medication which is not absorbed by the body's digestive
system and offers high growth potential.

In recent years, Nordic's management has invested heavily
in marketing and sales training and this investment was largely
responsible for its strong operating performance during 1983.
The company believes that it 1s entering a period of significant
growth, using as a base existing products as well as new
offerings. As part of its new product development programs,
Nordic provides financial support for basic and applied clin-
ical programs at a number of Canadian research facilities.

Allelix is a commercially
oriented biotechnology
company. It is staffed by
some of the world’s

leading scientific
researchers.
Cardizem, which is sold in
Canada by Nordic Labora-
tories, is a new class of
cardiovascular drug for
use in the treatment of
angina.
CDC Life Sciences
Financial Performance 1983 1982 1981
(mullions)
Revenues........... $82.6 §$152.8 $170.0
Contribution to CDC . 17.0 3.9 1.9
Cash flow before
TETESE: v v v ¢ 28.2 16.9 16.4
Free cashflow ...... 25.0 10.8 8.5
Research and
development. . . ... 16.5 14.9 15.9
Capital expenditures. 5.0 | 59
Totalassets ......... 90.9 106.4 148.3
Working capital . . . .. 38.8 28.1 48.5
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INDUSTRIAL
AUTOMATION

Toronto-based
Sentrol Sys-
tems Ltd. isa
CDC subsid-
iary engaged
in the design,
manufacture
and marketing
of computer-
based control
systems. Its
products are
sold and sex-
viced in over 20
countries
through 11
sales offices.

seritrol

Revenues

by Region

Total revenues $24.9 million

sentrol

Sentrol Systems places
emphasis on developing
international markets for
its industrial automation
products.

Sentrol Systems

Financial Performance 1983 1982 1981*
(millions)

Revenues........... §24.9 $30.2 $15.1
Contribution to CDC . (3.2) (5.8) (1.2)
Cash flow before

Interest........... (1.7) (6.8) (7.0)
Freecashflow ...... (2.7) (8.3) (8.0)
Research and

development. . 1.0 2.2 1.9
Capital expenditures. 0.1 0.6 0.7
Total assets ........ 20.3 23.4 29.2
Working capital . . . .. 4.0 1.l 6.0

*CDC acquired an 85% interest in July 1981

Sentrol Systems Ltd.

rocess control systems help increase productivity,
P1mprove product quality and reduce the use of raw

matenials and energy. Sentrol's strength lies in its unique
sensor technology and its expertise in finding applications in a
varlety of industrial operations. The company manufactures a
number of sensors which can measure the physical properties
of various materials. Through the use of microprocessors,
Sentrol's products can control such industrial processes as
papermaking, the flow of gas and liquids through a pipeline or
the amount of lead being applied to a battery grid.

Sentrol’s business has been affected by the curtailment of
capital investment by the pulp and paper, steel and pipeline
industries where much of its product line has been traditionally
sold. A gradual improvement in spending became evident
during late 1983, particularly in December which was the
highest month for Sentrol sales in more than three years.
Despite these adverse conditions, Sentrol’s financial per-
formance showed significant improvement, reflecting reduced
expenditures, improved cost controls, streamlined operations
and increased productivity. Sentrol's fixed costs for 1983 were
about half of the total for 1981.

New Products

The company has positioned itself for a strong recovery in
capital spending by making improvements to its major prod-
ucts. Its engineers have concentrated on improving existing
products while at the same time making them easier to
operate. As a result of these improvements, Sentrol's distrib-
uted process control — or SAGE — system is now three times
more powerful than it was three years ago.

The company has developed a new cross directional weight
control system for the papermaking process marketed under
the name Optiprofile. Two new software packages were
developed for the company's pipeline control system along
with a new type of console which will allow an operator to
control several pipelines from a single keyboard.

Sentrol's newest control product, which measures the appli-
cation of lead paste to battery grids, was enhanced through the
development of a closed-loop system, bringing on-line control
to the pasting process for the first time.

Emphasis continued to be placed on developing inter-
national markets which accounted for 62% of revenues during
1983. After one year of operation, the company’s Swedish
office completed seven installations. A number of new orders
were also booked in South America.

Sentrol continues to concentrate on improving its prod-
uctivity and making its products more competitive. Stronger
business conditions are expected to bring renewed vigoer to
capital spending. Sentrol's highly trained and efficient organi-
zation, its broader product offerings and a continued emphasis
on marketing and service will bring about a better financial
performance during 1984.




CDC Ventures Ltd.

hrough CDC Ventures Ltd., CDC along with other
Tinvestors, has a number of investments at the conceptual

or early stages of their development. Over the years,
CDC's venture capital investments have provided some excel-
lent returns. At the end of 1983, CDC Ventures had invested a
total of $60.8 million and has received in dividends and pro-
ceeds from dispositions a total of $43.7 million. The carrying
value of the remaining investments is $49.1 million.

During the past few years, there has been a dramatic
Increase in the number of venture capitalists and the amount of
financing they have available. Accordingly, CDC is gradually
reducing its involvement in venture capital. As part of this
strategy during 1983, CDC Ventures sold its position in TDC-
Technology Development Corporation. The Vase Fund Inc.
was reorganized and has resulted in CDC Ventures becoming
a sole direct shareholder in a company that has developed a
method of extracting minerals from fluid streams. Another
holding, Merchant Bancorp Inc., is being dissolved.

CDC Ventures' largest investment has been its 40% interest
in CanWest Capital Corporation. During the year, CanWest's
shareholders decided to realize on their investments. In a
transaction completed in early 1984, CDC Ventures received
$35.0 million for the sale of its shares in CanWest and used
$10.0 million of these proceeds as a seed investment in a new
venture organized by one of CanWest's principals. Onex
Capital Corporation will undertake leveraged buyouts of
mature companies. It will also hold a 45% interest in Macleod-
Stedman Inc., operators of a chain of retail stores, and
NaChurs Plant Food Company, a liquid fertilizer manufacturer
and distributor. Both were CanWest investments.

AVF Investments Ltd. CDC Ventures owns 13% of AVF
Investments Ltd., which has made several investments in high
technology businesses that are energy related. An oil and gas
exploration subsidiary had an extremely successful program
in 1983 which more than doubled its value. New investments
during the year included a novel wind-powered water pump
project and a geophysical services company.

Atlantis Corporation Limited. CDC Ventures has a
35% interest in this Newfoundland-based fund. The fund was
originally organized to become a participant in the offshore oil
services industry. The slow progress being made in devel-
oping the frontier energy resources has left few opportunities
for new entrants in the supply area. A crab processing plant,
which Atlantis acquired two years ago, continues to operate
profitably and Instrumar Limited, a company developing cold
water electronics products, is showing promise.

Innocan Inc. Innocan (25% owned) is CDC Ventures'
oldest venture capital investment and continues to operate
profitably. During the year, Innocan acquired a major Cana-
dian packaging company, Purity Packaging, which it grouped
with its own packaging companies, Genpak Corporation, Mon-
tebello Metals Inc., and Coroplast Inc., to form a new com-
pany, Innopac. This company was later taken public and its
shares were listed on the Toronto Stock Exchange with
Innocan's equity interest being transferred to its shareholders.
Prior to the year end, CDC Ventures sold its shares in Innopac
at a profit. Remanco Systems Inc., the company marketing a
computerized restaurant management system, made important
progress during the year and operated profitably.

Innotech Aviation Ltd.,
owned by Innocan,
provides a full range of
sales, maintenance and
servicing facilities for
privately owned aircraft,

VENTURES

VENTURE
CAPITAL

CDC was one of
Canada’s ear-
liest sources of
venture cap-
ital for small
businesses.

Innopac, which manu-
factures a variety of plas-
tic packaging products,
was formed by Innocan
during the past year
through a grouping of
three other companies.
Shares in Innopac have
been sold to the public.
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Glossary

Financial terms

Amortization involvesspreading the costof a large expenditure
proportionately over a fixed period of time. Usually, it is done by
treating a portion of the total cost of an asset as an expense and
deducting this from revenue in calculating profit for a particular fiscal
period. Amortization expense is not a cash cost.

Book value isthe amount of the net assets (after deducting
depreciation expense) shown on the balance sheet.

Capital indicates the total investment of shareholders in a business
ata given time. It can be calculated by subtracting from the total
assets all liabilities other than those of the owners. Capital can also
mean all types of capital invested in a business, including long-term
loans, deferred taxes, equity and retained earnings.

Capital asset Thiscan be either of a tangible or intangible nature.
Normally, capital assets are expected to be used or held over several
fiscal periods.

Capital expenditure
capital asset.

Capitalized expenses Capital expenditures usually involve
more than the cost of acquiring or constructing a capital asset. For
example, the interest on money borrowed during the period when
construction takes place is often considered a cost of the asset and
added toit.

Cash flow s the sum of netincome and non-cash charges, such as
depreciation, depletion and amortization.

Deferred income tax The accumulated amounts by which
income taxes charged in the accounts have been increased (accumu-
lated tax allocation credit) or decreased (accumulated tax allocation
debit) as a result of timing differences.

Depletion isanon-cash expense that is deducted from revenue
during a period in crder to compute net income. Depletion generally
involves the gradual using up or consumption of a natural resource,
such as oil or natural gas.

is the amount paid to acquire cr add to a

Depreciation The costof a fixed asset is usually expensed by a
company over a period of ime that it contributes to operations.
Depreciation expense does not involve a cash outlay but is an attempt
to match the cost of an asset with the actual goods and servicesit
preduces.

Equity value isthe carrying value of an intercorporate investment.
It is calculated by recording the investment at its cost and adjusting

it regularly for the Corporation's proporticnate share of earnings
computed on a consclidated basis.

Fully diluted earnings per share CDC hasissued twotypes
of preferred shares-the Class B and 1980s—that are convertible into
common shares. Fully diluted earnings per share are calculated by
assuming that these two classes of preferred shares are converted
into common shares.

Free cash flow Thisis cash flow available for capital
expenditures and debt repayment after deducting all financing
charges, including dividends and capitalized expenses, paid by CDC
and its subsidiaries.

Minority interest Thisis the equity of shareholders in subsidiary
companies in which CDC does not hold a 100% interest. Petrosar, AES
Data and Savin are examples of companies where shareholders, other
than CDC, hold equity interests. CDC consolidates these companies
in its financial statements and shows the minority interest portion as a
claim on the balance sheet and as a deduction on the statement of
income.

Retained earnings Thisisthe portion of a company 's net
income which has been reinvested in the business. It is the accumu-
lated profits since incorporation, less losses and dividends paid to
shareholders.

Working capital
liabilities.

Write-off VWrite-off is the transfer of an item, which was considered
an asset, to an expense account. For example, an account receivable—
normally considered an asset-becomes a bad debt expense when
determined uncollectable and is written-off.

This 1s the excess of current assets over current

Other terms used by CDC companies

Bitumen 1sanextremely tarry form of oil that coats individual
particles of sand in an ore body. It is extracted from ore, freed of
impurities and upgraded to form what is known as synthetic crude oil.

Butyl rubber isa synthetic rubber made from two oil-derived
petrochemicals—isoprene and isobutylene. Butyl rubber retains air
better than other rubbers and resists degradation very well. It is used
in tires, industrial belting, shock absorbers, roofing and reservoir
liners, caulks and sealants, glazing tapes, chewing gum.

Conventional old oil prices (COOP) isa scheduled price of
oil under government energy policy. It is limited to 75% of the world
oil price and is now $29.75 per barrel.

Enhanced oil recovery involves injection of water, natural gas,
steam or chemicals into a depleted reservoir to force the remaining
petroleum reserves into the well bore and to the surface.

Ethylene isa basic commodity in the petrochemical industry and
is used for the manufacture of a wide spectrum of organic chemicals
and polyethylene plastic.

Ion deposition technology s an electronic offset printing
technique using a reusable dielectric medium. lons charge this
dielectric surface and create a non-visible image. A visible image is
then developed using a dry Ink.

Gross production isanoil company's portion of revenue or
petroleum production before payment of royalties.

Latex isa milk-like emulsion of small particles of rubber suspended
inwater. Itis used for carpet backings and underlay, mattresses and
cushioning, paper coatings, and adhesives.

Naphtha isthe gzneral name for mixtures of hydrocarbens
obtained from petroleum which are processed into several important
petrochemicals such as ethylene, benzene, butadiene, propylene,
1sobutylene and 1sopentane.

Net production isacompany s portion of revenue or petroleum
production after payment of royalties.

New oil reference price (NORP) isthe average of inter-
national prices for oil landed at Mentreal. O1l qualifying for NORP is ol
discovered after April 1, 1974, all enhanced recovery and experi-
mental schemes, and any well not produced for three years or more.
NORP is currently about $38.47 per bbl.

Nitrile rubber isa synthetic rubber made from acrylenitrile and
butadiene. It is used when oil or heat resistance isrequired in a
finished product. For example, oil seals and gaskets, hoses, cable
jacketing, printing rollers and footwear use nitrile rubber.

Polystyrene isathermoplastic made from styrene monomer. It is
one of the most versatile of plastics and used in literally thousands of
articles including toys, tape reels, food packaging and insulation
sheeting.

Potash isaword that is derived from the old method of producing
potassium carbonate by bleaching wood ashes and evaporating the
solutions collected in large iron pots. The white residue left in the pot
was called "pot ash.”” Today, it has become the term widely applied to
naturally occurring potassium salts and the commercial products
derived from them.

Proven reserves are the poriion of a resource reserve that has
been established by development drilling and that is economically
producible with present technology.

Shared-logic word processor combines pieces of equipment
that use one computer as a common data base. A shared system has
several visual display terminals (VDT) connected to the computer.
Each terminal is thus able to access the memory of the computer.

Sourgas isthe term for natural gas that is contaminated with
hydrogen sulphide or other sulphur compounds. These must be
removed beiore gas can be used for commercial or domestic
pUrposes.

Stand-alone word processor consists of a single station used
by one person at a time. It is self-contained and is not hooked up to or
does not share the processing power of a central computer.

Styrene isa petrochemical made from benzene and ethylene and
used to make several large volume synthetic rubbers such as styrene-
butadiene rubbers (SBR). as well as polystyrene resin.




Consolidated
Financial
Review

Economic
Conditions and
1983 Results

During 1983, the North American economy started to recover from the recessionary conditions
that began late in 1981 and lasted throughout 1982. Thus CDC's consolidated financial results
showed strong improvement during the past year with the loss being reduced by $80.8 million
and free cash flow increasing by $319.6 million. The biggest improvements in both profits and
free cash flow during 1983 came from CDC's three resource companies—Canterra Energy,

Kidd Creek Mines and Polysar Petrochemicals—and from the Corporation’s investments in life
sciences and venture capital. The combined negative contributions of AES Data and Savin
Corporation—two of CDC's investments in the field of office information products—was

$58.7 million and larger than the Corporation's consolidated loss for 1983.

Real output in Canada is estimated to have increased 6.3% from the fourth quarter of 1982 to
the end of 1983, almost recovering the 6.5% decline experienced during the recession. In
keeping with excess capacity conditions in most industries, a slowing in unit labor cost
increases and stable prices for most commodities, the rate of inflation in Canada and the United
States eased dramatically during the past year. In line with this as well as reduced credit
demands, the level of interest rates moderated during 1983, although real rates remained at
historically high levels, reflecting fears among investors of government deficits, a credit crunch
and a resurgence of inflation. Despite these more positive conditions, most commodity prices
remained weak, particularly for such important CDC products as copper, sulphur and ethylene.

In this environment, CDC's consolidated loss for 1983 before payment of preferred dividends
was reduced to $45.0 million, an improvement from the 1982 loss of $125.8 million. After
payment of preferred dividends, the 1983 loss amounted to $2.41 per common share, compared
with a loss of $4.52 per common share for 1982. The 1983 results include unrealized foreign
exchange losses of $13.4 million, compared with $1.1 million in 1982. Revenue for 1983 declined
3% to $3.8 billion as a result of lower volumes at Canterra and CDC Data Systems, as well as the
sale of wholly owned Dumex Ltd. by CDC Life Sciences.

Contribution Summary Net Income
(millions) Revenue (Loss)

1983 1982 1983 1982
CATMEITAIRIETOY - o s ol o e e ot s S et el § 507.1 § 5387 §19.7 § (14.9)
KA e e kVIEIEET v s oot s s e et s ot o s 476.9 324.3 (1.2) (37.3)
Rolycar PEtroeheriicals):: w0 s b oy ke las. o v 2,112.3 2,249.8 2.1 (38.6)
D A S SIC S o et L B e g e s 627.8 649.8 (57.9) (10.3)
BT SCIENCeS . s T o e e ks e e % kg 82.6 152.8 17.0 3.9
SE OIS TS T TR, e s S E N iy 24.9 30.2 (3.2) (5.8)
B B T T R e T i b ol 1t B e e e A 20.1
O SO AL e AR Tt D) Pt oo I R e Ay 3.1 7T (42.1)* (23.3)*
e e L e e $3,834.7 $3953.3 $(45.0) $(125.8)

*Results for CDC Corporate include a net writeoff of $6.0 million relating to the Corporation's 40.8%
investment in Fishery Products Ltd., which was sold during 1983, and compares with a negative
contribution of $7.1 million in 1982.

By the 1983 fourth quarter, all major investments recorded profitable operations except CDC
Data Systems. During the fourth quarter, CDC's resource companies experienced improved
markets and prices for their major products, particularly for sulphur, zinc and rubber, although
at levels well below previous highs. Included in the fourth quarter was a profit of $7.3 million
from Canterra's reinsurance subsidiary.




Quarterly Revenues First Second Third Fourth

(millions) Quarter Quarter Quarter Quarter
(& AT ETTAEHETOY ok o oo bt o st B s el $148.0 $140.9 $ 82.7 $135.5
1763 (0 O W T e v L MRS i, S 122.1 118.5 117.6 118.7
PolysariPetrochemicalsi. ./ ol co o bt s vl 512.9 555.8 518:3 5253
BBt BSOS . . i Dt e s s b 162.8 185.1 155.2 154.7
DRy e e el P . A CORPRNMESNS (Lo, - PR A 15.9 19.4 26.6 207
Sentrol Systems. . . .. e Ty e s R (e o B l| Spe i E D.2 Bl 5.3 8.7
o I O T TS T e oot el et i e S o o L
EoTporalel Rt T T L o e 1.0 1.0 1.1
) el e s B o R e e, it A B $967.9 $995.4 $906.7 $964.7
Quarterly Contributions First Second Third Fourth
(millions) Quarter Quarter Quarter Quarter
R (270 G o 1erho o A SR N AN ot T e 3 (2.6) $ @31 $ (9.6) $ 356
Lae (e e e e i e S R e e (3.6) 0.9 2.1) 3.6
1l e ) 220 of 1= 121 o] ke e s e S (10.5) 1.3 T
G At Y STERMEe W F o e e e S (3.9 (16.8) (14.3) (22.4)
CDE [ife SCIENCes . .o o v v s S e (0.6) 0.6 8.3 8.7
ORI SYRIOME Ml for . s S s LR L (0.8) (0.9) (1) (0.4)
L B R O T S e W s i N o) e il % e 0.5 12.8 0.3 6.5
EOrpOTalerime S aaier | k| - s Ise Gt (12.3) (4.9 (10.9) (14.0)
oiclo RSt Ry - o it e POy el ey v - $(33.8) $(12.0) $(28.1) $28.9
=rps ==

For all of 1983, Canterra's crude oil production was at capacity, but weak markets and prices
for natural gas and sulphur brought about declines in respective sales volumes from 1982.
Approximately two thirds of Canterra's natural gas reserves were shut in, while sulphur sales
volumes of 1.2 million tonnes were well below the 1981 and 1982 levels of 1.8 million tonnes and
1.5 million tonnes respectively.

While zinc prices and volumes showed a steady recovery during most of 1983, copper prices
remained at depressed levels, reflecting prevailing oversupply conditions in world markets.
Kidd Creek sold forward silver during the early part of the year, thereby receiving higher
average prices for the period than it would have selling all its output into the spot market. Kidd
Creek's results for 1983 included additional depreciation expense of $17.7 million for the
copper smelter which had its first full year of commercial operation.

In petrochemicals, volumes for all products, including commodities, started to strengthen
considerably during the third quarter; prior to that inventories were capable of satisfying
demand. However, results in petrochemicals were negatively affected by unsatisfactory
margins at Petrosar that result from high feedstock costs as well as depressed prices for
ethylene, its primary product.

CDC Data Systems had a loss of $57.4 million during 1983 which was largely accounted for by
AES Data and Savin Corporation. While sales increased significantly in Canada and Europe,
lower volumes in the key U.S. market brought about a 30% reduction in AES' revenues during
1883. A number of new products were introduced by Savin during 1983; combined with strong
management actions to reduce costs, Savin is now in a better position to improve its competitive
position and margins for its core copier business. Other companies in the Data Systems group
showed good results: Wordplex recorded its first annual profit since 1980 while Delphax
entered its first full year of commercial operation, although volumes were well below the
breakeven level.

Results in Life Sciences for 1983 reflected strong performances at Connaught and Bio
Research, both of which had record revenues, and a $5.3 million gain from the sale of Dumex.
The contribution to CDC by CDC Ventures came principally from the sale of investments held
by CanWest Capital Corporation and Innocan Inc. Sentrol reduced its overheads—thereby
cutting its loss—although the market for its products remained depressed during the past year.

Cash Flow Results for 1983 showed a strong improvement in the amount of cash generated from
operations. Cash flow before all financing charges increased 17% in 1983, rising to $755.2
million from $642.9 million during 1982. Free cash flow available for capital expenditures and
debt repayment totalled $161.3 million, compared with a deficit of $158.3 million a year ago.
CDC's quarterly cash flows continued to improve as 1983 progressed, reflecting better
business conditions as the economic recovery took hold.

Consolidated interest payments were down 27% to $512.0 million as a result of lower rates
and modestly reduced debt levels. The average interest rate on CDC's syndicated loan—
representing about 52% of total debt—was 10.3% during 1983, compared with 15.6% during 1982.




Capital
Spending

Cash Flow Cash flow before

(millions) financing charges Free cash flow
1983 1982 1983 1982
EanieTTa BNCIOY .. it e e L rat §375.7 $361.0 $137.3 S 2D
KdaiereclENINGs. L e s Ckifirgs 223.7 538 135.4 (79.0)
Polysar PettochemiCals. . ..o oo e e ot s veeeie it e aiine 168.2 132.7 115 (51.5)
ERE s tSystams. . 20 s e e i e 42.2) §9.2 (80.9) 23.0
B eI Seiances 0 e e i, L e 28.2 16.9 25.0 10.9
S EI OIS YSIEIMSIMNG - b e st e e L RS T (1.7 (6.8) 2.7 (8.3)
G A e R e e e e e e e 2.2 2.2
B T D e O T e e A e e R s e 1.1 26.6 (67.0) (44.7)
T S i e e T S e §755.2 $642.9 §$161.3 $(158.3)

The most significant turnaround in cash flow came from CDC's resource investments which
improved their free cash flow by $423.4 million over 1982 levels. Included in free cash flow are
income tax recoveries of $83.2 million during 1983, including $74.0 million by Kidd Creek.

Cash flow trends during 1983 Cash flow before

(millions) financing changes Free cash flow
First Quarter ........ EIE R e T S N T $156.4 $ 33
SeCONCHENATIET v oo i s o s e Ao e e el 162.9 14,7

Hatiro (O R T (=32 e Il e i e e M 225.0 66.9
0T D = e T e e 210.9 76.4

During 1983, CDC companies spent an aggregate $311.5 million (excluding capitalized charges
of $130.9 million) on additions to property, plant and equipment, as well as in exploring for new
oll and gas resources. Spending during 1983 was down 35% from the 1982 level of $479.3 million
(excluding capitalized expenses of $241.6 million). In addition, CDC companies invested
another $76.2 million in research and development during 1983.

Investment Spending Net Capital Capitalized Research and

(millions) Expenditures Expenses Development
1983 1982 1983 1982 1983 1982

CanterraEnergy................ $172.9 $189.2 § 89.6 $132.3

Kidd CreekMines. . ............. 17.7 51.2 552

Polysar Petrochemicals.......... 94.2 195.3 41.3 53.9 $23.3 $27.1

ChEDataSystems ..« s cvlionas 21.6 21.1 0.2 35.4 35.4

CDC LifeSciences .............. 5.0 5.1 16.5 14.9

SenoliSYSIOMS st i soieas aos 0.1 0.6 1.0 2.2

D0 B LR e R 0.2

ORISRl oo s St $311.5 $479.3 $130.9 $241.6 §$76.2 $79.6

About 57% of consolidated capital spending (including amounts capitalized) was undertaken
by Canterra during 1983 compared with 46% during 1982. About 83% of Canterra's 1983 capital
expenditures of $326.3 ($172.9 million after receipt of Petroleum Incentive Payments and
disposals) went to its exploration program in Western Canada and the frontier, while another
17% went to additions to its production facilities. Polysar completed its new butyl rubber plant
in Sarnia late in the year, while Petrosar’s vacuum tower at its Corunna facilities began
operations in August. Capital spending at Kidd Creek was to maintain plant equipment during
1983 while 82% of spending in Data Systems was for additions to Savin's copier rental pool.

At year end, the Corporation had about $1.3 billion of assets which were not in production.
This amount includes Canterra's frontier land holdings at $664.3 million, its western Canada
land bank at $210.8 million and Polysar's butyl plant at $325.0 million.

For 1984, capital expenditures are expected to show another significant reduction. Can-
terra’s investment program is expected to account for about one half of CDC's consolidated
spending. No major capital projects are planned by any other CDC company during 1984,
although a small provision has been made for the start of Petrosar’s plant modification program.
CDC plans to finance its capital spending in future periods from internally generated cash flow
and from disposals of non-strategic assets.
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Taxes

Consolidated
Capital
Position

CDC incurred a pre-tax loss of $5.6 million for the year, on which income tax expense of $39.4
million was charged. There are a number of factors that cause such a high tax rate, the most
important being the inability to deduct for tax purposes certain charges and expenses that are
deducted in calculating income or loss for financial reporting purposes. Resource royalties,
taxes related to production of oil and gas, and the amortization of purchase price discrepancy
on acquisitions are not deductible. The non-deductibility of interest expense in computing
income subject to mining tax also has a significant impact on tax expense and, consequently, on
the tax rate.

Aside from the disparity between the rules for computing income for financial reporting and
taxation purposes, in certain cases accounting conventions do not permit the recognition of tax
benefits of losses, thus further distorting the tax rate on reported income.

The table below summarizes the before and after tax results of the major investments of the
Corporation. While the total tax charge shown is $39.4 million, this has for the most part been
deferred by accelerated deductions permitted under the Income Tax Act.

Taxes Income Income
(millions) before tax Taxes after Tax
Canterra Bnergy.. .. .o ooveeon s, $102.3 $82.6 $19.7
Kiddi€reek Mines. . .\ ..o e i 18.9 20.1 (1.2)
POy SE I e R 19.6 (1.4) 27.0
L o U s e o i P (28.9) (4.0 (24.9)
Resource companies ............ 111.9 91.3 20.6
CDCDataSystems .............. (89.7) (32.3) (57.4)
OITEICH 0 S0 v AT e e e (27.8) (19.6) (8.2)
Non resource companies. . ....... (117.5) (51.9) (65.6)
otals ARt e Sl $ (5.6) $39.4 $(45.0)
T

During 1983, CDC carried out two equity related financings. During April, the Corporation
raised $125.0 million before expenses by issuing five million non-voting Senior preferred
shares. Each share has a face value of $25 and entitles the holder to an annual dividend equal to
the greater of $2.35 (Canadian) per share and the Canadian dollar equivalent of $1.92 (U.S.) per
share. Holders of each share have the right to receive their dividends in either Canadian or
U.S. currency. In addition, the Corporation raised almost $75 million through an issue of
subordinated debentures maturing in 1994 which will allow holders to purchase various
quantities of silver at specified prices, that were 25 to 33% higher than the prevailing market
rates at the time pricing was completed. These debentures carry an annual interest rate of 7.5%
until 1987, and 11% until maturity. A proposed common share financing late in 1983 was
withdrawn because of unfavorable market conditions, but the Corporation received $43.0
million in early 1984 from the sale of research and development tax credits.

These two issues, combined with a reduction in working capital requirements, allowed the
Corporation to reduce its unsubordinated indebtedness during 1983. By the end of 1983, CDC
had long-term debt (excluding amounts maturing within one year) of $4.4 billion. Approximately
$2.6 billion or 58% of the long-term debt is represented by a syndicated loan which financed the
purchase of Canterra and Kidd Creek during 1981. Short-term debt of $314.9 million was down
$119.6 million from 1982. At the 1983 year end, the Corporation had 82% of its debt at floating rates.

Consolidated Capitalization

(millions) 1983 1684
o702 1= a0E M0 [=)0) et il i I o e i A B $4,448.9 $4,540.9
Minority interest

PreletretlSHAYSS S I trvitins o it S et o e e, Gkl 591.1 607.8

COTNTIOIISRATOS i o o i e o rash s sro et s i o ooy vk ol 34.7 74.1
Pefe el ORI IaREE o . o o st s el i (ke 329.5 174.6
Shareholders' equity

BreferreaioNares . i, vt U i A 557.6 432.6

(O OT] ST EIS 5 et Ty o e I e B e e 341.2 338.9

P T (o s 0011 100 Lo e SR I SPL e e R 252.9 340.4
Patalicapitalemployac ety i e le e, oL i $6,555.9 $6,509.3
T T

CDC has a modest schedule of debt maturities until 1987. At year end, the Corporation had
cash or unused bank lines totalling about $500.0 million, which are sufficient to handle
anticipated financial requirements for 1984. In addition to these maturities, $120.0 million of
Petrosar's Class A preferred shares are redeemable on December 31, 1984. Unless this
redemption is deferred by holders, Polysar may be required to fund up to 48% or $57.7 million
of these maturities. As well an income debenture of $74.7 million was redeemed by CDC in
early 1984.




Employees

Sensitivities

Financial
position at
December 31,
1983

Long-term debt maturities

(millions) 1984 1985 1986 1987 1988
AT A B OOy e e Srbihe do 0t B3 $ 36.3 $SE8T.7 § 46.1 $ 215
KA v eeMITIES s et oy H e e s 2.4 2.9 15.0

Polysar Petrochemicals..................... 21.8 486 147.4 101.4 132.2
B EBAASYSIEINS s e s anies 2 st 11.9 14.7 13.1 1BELS 1.6
N e S CIENICOS v e o shara e e o wen i preiaTs )i Dall 0.5 0.6 0.2
SentroliSYaIemshE et e e i 0.2

EOTPOTalCRIA | ae k-, e e 741 154.0 510.4 510.4
O e N e e e e $113.0 $259.2 $233.7 $670.0 $671.9
eSS

At December 31, 1983, CDC's major operating companies (excluding smaller entities in the
life sciences and venture capital areas) employed 18,605 people, down from the 1982 and 1981
totals of 20,722 and 22,829 people. Reductions at all companies reflected closing of facilities,
hiring freezes and productivity improvements.

Employees 1983 1982 1981
CamteTTa ENeYay i v v oo vooiwcsie vin s 1,362 1,500 1,622
Kidd CreekMines. . ............. 2,892 3,180 3,243
Polysar Petrochemicals.......... 6,633 TRl 8,077
RSP et s et 1,700 2,063 2,389
CAVIMEEIPOTation:. .t v v s 4,774 5,300 6,000
Connaught Laboratories ......... 901 884 993
SentrolSystems .. ............... 343 454 505
A R e el M M o o 18,605 20,722 22,829

CDC's financial results are sensitive to a number of economic and business factors. Because
of the large amount of floating-rate debt, changes in interest rates can have substantial effect on
net income and free cash flow. A fluctuation in the average interest rate of 1% on CDC'’s debt
changes pre-tax cash flow by $43.0 million. Changes in prices and volumes of commodities sold
by CDC's resource companies could also have a substantial impact on performance.

Sensitivities Impact on pre-tax
(millions) Change cash flow
T U st e e s e D e e T 1% $43.0
B O D P T e i sl e il soes St she oy s 2 10¢/1b 18.0

A e T AT T s o M B T T T o ety 5¢/1b 11.8

SRHNTEIE e L e o B oo s e N e P S PR e $1/0z 6.7

= PEFOCHEINICALS vl s L v il sie o el 5 e s 1% 155

SETE Ol ITEEL & e e e i e e e R N 10% 7.5

o] et T R R R i R SN 1% 252

S R B e P i o i e R I e 5% 6.9

CDC ended 1983 with a strong and growing cash flow from operations, a significantly
reduced cost base and surplus production capacity in its major resource holdings. The
Corporation expects to benefit from the continuing recovery, showing profitable operations for
1984. No significant new investments are planned during 1584 as emphasis is placed on
reducing the financial leverage, further reducing costs and improving the productivity of
existing assets.
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Summary of
Significant
Accounting
Policies

Principles of
Consolidation

Foreign Currency
Translation

Inventories

Long-Term
Investments

Property, Plant
and Equipment

Pre-Production
Expenditures

Goodwill

This summary of the significant accounting poiicies of Canada Development Corporation is
presented to assist the reader of the financial statements. These accounting policies are in
conformity with accounting principles generally accepted in Canada which are also in
conformity with the historical cost accounting standards of the International Accounting
Standards Committee.

The consolidated finan(_:ial statements incorporate the financial position, operating results and
changes in financial position of the Corporation and its subsidiary companies.

Non-Canadian current assets and liabilities are translated at the rate of exchange in effect at
the balance sheet date. All other assets and liabilities are translated at the rates prevailing
when the assets were acquired or the liabilities incurred. Revenue and expenses, except
depreciation, depletion and amortization, are translated at rates in effect during the year. Gains
or losses resulting from such translation practices are reflected in the consolidated statement of
operations.

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

The Corporation accounts for investments in companies over which it has significant influence
on an equity basis. Other long-term investments are accounted for by the cost method.

(a) Cost

Property, plant and equipment are recorded at cost. Fixed asset additions include related
Interest costs incurred during major plant construction.

The Corporation follows the full cost method of accounting for oil, gas, and sulphur operations,
whereby all costs of acquiring properties, exploring for and developing oil, gas and sulphur and
related reserves are capitalized and accumulated in country-by-country cost centres. Such
costs include land acquisition, drilling both productive and non-productive wells, overhead
expenses and financing costs.

Expenditures on mining exploration projects are expensed pending determination of com-
mercially recoverable reserves. Upon such determination, further expenses will be capitalized.

(b) Depreciation, Depletion and Amortization

Depreciation of plant and equipment is based on the estimated useful life of the assets from
commencement of commercial production and is calculated on the straight-line, diminishing
balance or unit-of-production basis as considered most appropriate.

For oll, gas and sulphur operations, depletion of cost centres with producing oil and gas
properties is provided by the unit-of-production basis based on the estimated proven recoverable
reserves of each cost centre as determined by the Corporation. Costs of acquiring undeveloped
properties in producing cost centres are included in the depletion calculation over their antic-
ipated period of development. Costs of acquiring and evaluating the Canadian Frontier properties
are excluded from capitalized costs to be depleted. These costs will be depleted upon the
commencement of production or will be written off if it is determined that exploration efforts have
not been successful.

For mining properties, depletion is provided on the unit-of-production basis based on the
proven recoverable and probable reserves as determined by the Corporation.

Pre-producticn expenditures incurred in connection with major new production facilities are
deferred and amortized from commencement of production on the straight-line basis over a
period generally not exceeding ten years.

Goodwill arising on acquisitions is being amortized over the expected period of benefit, not to
exceed forty years. If it becomes apparent that the expected value will not be realized it will be
appropriately written down.




Canada
Development
Corporation
Consolidated Pecembcr 3l
Balance ASSETS 1983 1982
Sheet (millions)
Current Assets
Accounisreceivable i sl Rk g8 T T R T § 1739.0 $ 780.7
Hiventenesmotedyiie & &8 e £ i e 798.0 866.5
Othericurrentassets 3 e s f 0 = - 10 20.1 29.0
1,557.1 1,676.2
Long-Term Investments (notc?2) ... ... .. 172.5 220.1
Property, Plant and Equipment (note 3) ., 5,551.5 5,359.7
Other Assets(noted) ......................... 277.5 269.9
$7,558.6 $7,525.9
LIABILITIES
Current Liabilities
SHorernniloans, 5| o bl pagal ook ot = a0 T § 3149 $ 4345
Accounts payable and accrued liabilities . ... . ... 567.3 855.3
Bividendsipayable (g GEEemiia Sl (5 - 7.5 6.5
Long-term debt due withinoneyear............. 113.0 203
1,002.7 1,016.6
Long-Term Debt (note5) . ... ................. 4.448.9 45409
Deferred IncomeTaxes .. ................. 329.5 174.6
Interests of Minority Shareholders
(notei6)y e W Gemine e b da iy o I 0 625.8 681.9
6,406.9 6,414.0
SHAREHOLDERS’ EQUITY
CapitalStock (note?) ........................ 898.8 Tl
Retained Earnings . ....................... 252.9 340.4
1,151.7 1,111.9
§7,558.6 $7,525.9
Approved on behalf of the Board
(Z. / Director
W i
Director
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Canada
Development
Corporation

Consolidated
Statement of
Operations

Consolidated
Statement of
Retained
Earnings

Year ended December 31

1983 1982
(mullions)
ISR <= T g R S TS $3,834.7 $3,953.3
Expenses
Costelsalegeratl i e met LB e tibilis 15 nesiily 2,960.7 303317
Selling, administration and research ............ 534.4 573.1
Inierest onlongiterm debt! st - AL e 333.2 390.8
Cithewmtcresti Ealar i bt e el el B T Ll saies 51.5 82.7
3,879.8 4,080.3
(45.1) (127.0)
Equity in earnings of other companies............. 26.6 7.9
Lossbeforetheundernoted . . .................... (18.5) (119.1)
diranslationlesses e e s sr® b v B iR S 13.4 1:1
Ifcome taxesrecoVery), = | alsr ootk =t v 39.4 (37.6)
NIHe g nteresisl i Bsia® Sten s s gd Ll o (26.3) 43.2
26.5 6.7
1yt apde i S e Lt T S o T L e TS $ (45.0) $ (125.8)
Loss per common share after dividends
pnprelerred shaTesy 447 Sl e SIRS BT et S (2.41) 3 (4.52)
Year ended December 31
1983 1982
(mullions)
Retained Earnings at Beginning
oENear:ea> v T e Sl il e S S 340.4 $ 500.7
i el o s e S S RN R T el ) (45.0) (125.8)
295.4 374.9
Dividends on preferredshares . .................. 40.8 33.8
Amortization of costs of preferred
ShaTaIsSsUes Sy e it e bl en i ol L PR 1.7 17
42.5 345
Retained Earnings at End of Year .. . .. . § 2529 $ 3404




Canada
Development
Corporation

Consolidated
Statement of
Changes in
Financial
Position

Year ended December 31

1983 1982
(millions)
Working Capital Derived from
Operations
Bt Fhers PG TS DS T Sl A S e $ (45.0) $ (125.8)
[tems not involving working capital
Depreciationanddepletion .................. 273.6 264.2
oTiZation b pr e PNl ety e 32.2 30.7
Increase in equity in other companies ......... (18.7) (6.5)
Deferred income taxes (recovery) ............ 154.7 (36.4)
Ninenty imterestRimie - agiuiet s iNee o 0 (26.3) 43.2
Eashilowdrom operations s i e i L 370.5 169.4
[ssdeziotlonoderm deltss = s el e 2 213.6 660.3
Isstiesiofcapital stoeks Hifeg S el s oo 127.4 ok
Proceedsonsaleofinvestments .................. 88.4
Working capital of subsidiary
acquired net of investment
OT BRI kg Bre i fo Rl S0 PeR s S i 111.1
799.9 942.9
Working Capital Applied to
Additions to property, plant and
Eciihprmentafie s =eh S EE RS s s S 465.9 720.9
Investment in other companies . .................. 21.9 14.0
Reductions of long-termdebt. .................... 305.6 167.0
Addilions o'otherassetsi fod - fin oo Sl s 0 41.1 55.2
Net (increase) decrease in investment
by minoritshareholders. L tir s 0 ry (.7) 24.3
Dividends on preferredshares . .................. 40.8 {alal
Dividends to minority shareholders . .............. 37.5 52.8
905.1 1,067.5
Decrease in Working Capital . . ... . .= (105.2) (124.6)
Working Capital at Beginning of
Fomred. T il e e mt des v o T 659.6 784.2
Working Capital atEndof Year ... ... . . $ 554.4 $ 659.6
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Notes to
Consolidated
Financial
Statements

1. Inventories

2. Long-Term
Investments

3. Property, Plant
and Equipment

4. Other Assets

1983 1982
(millions)
Emishedigpodst sdied = ara s S s g e b o sl e e R $ 2775 § 419.0
Rawinalerials andwork Inproaress il et Ik ol el S i as Baa v e, 388.3 312.6
@ peratingandinmainienance SIpRHeSh il S s o et et s e e 132.2 134.9

$ 798.0 § 8665

1983 1982
(millions)
@andlgag s s M b TS SRRSO e e e el e L L SElaL5 s .33.2
Petrochemitaln Mt s = orntloma - Tt el L el s e e 42.4 39.1
Offlcemformatzonproducts 18.3 52.0
) (= el e s o e e B RS e ERE | EE Ton T B e R e e T e 8.4 32.4
ST 1o o s, o e Sy SIS S S a8 e i e el Sl S s 12.8 24 6
Venturé gndieypansion capitall st mdietiinte Dol Ll S 8 s 49.1 38.8

$ 1725 § 220.1

1983 1982

(millions)
Accumulated
depreciation
Cost and depletion Net Net
Resource

Oiland gasie Tt dl s B S e S $3,128.1 $ 336.8 $2,791.3 $2,657.6
Petrocherngicalss -nl v alvae IRl s Tl 1,931.1 509.2 1,421.9 1,343.5
Mimng i S e e e 1,261.3 93.2 1,168.1 1,171.6
6,320.5 939.2 5,381.3 S
NORTesSaIrce . kol e e s T 324.4 154.2 170.2 187.0

$6,644.9  §1,093.4 §5,551.5  $5,359.7

Included in these assets are the Canadian Frontier properties which approximate $665.0 million (1982,
$565.0 million), the Kidd Creek copper smelter costing approximately $445.0 million which commenced
commercial production in November 1982 and petrochemical assets which were brought into operations in
early 1964 of apprommate y $375.0 million (1982, $465.0 million).

Included in additions to property, plant and equipment is $130.9 million (1982, $241.6 million) of
capitalized overhead and financing costs.

1983 1982
(millions)
Pre-proguction and deferred eXPenseshl = i s e 4 o S 01650 0 B (1427
oo WIS =T il s N o W el S T S e L SR R e 57.0 59.1
Cost of long-term fmancmgs ............................................... 25.8 22.2
Longtermrecelvables . ................ s AR s e e e E e e 29.7 459

§ 2775 § 2699

During the next five fiscal years, pre-production and deferred expenses and goodwill are expected to be
amortized to income at the rate of $47.1 million annually.




5. Long-Term Debt

1983 1982

Canada Development Corporation . ;
Floating rate syndicated loan, secured, repayable in equal instalments 1987

throngh 1591 (IinftedStatesiollars)e . s - it i BdlEaiie . 1
Income debentures, due 1984 (United States dollars). . .. ... ..ovooivr
4,375% Notes, due 1985 (Swissfrancs)................. ot g e o
Convertible subordinated debentures, due 1990 . . .. ...... .. .. el R
groNolestduei¥ad: ~ox 0 B SRR F sue Tk I, S BOIGSE B e G

(mullions)

$2,552.1  $2552.
74.7 6
154.0 15
2.1
8.3

CDC Data Systems Limited
TRy Mortcdege iiue P00 sl Ao G- Eaal Tl ary Eablics e U 1.3 1.4
Bloatmerate bankdoans due 1085anc 1080 2 1. T, 2 ad S aeenie gl 26.5 11.0
Dl L e o ey e e T B 0.3 0.1
In United States dollars
11.38% Subordinated debentures, due 1998 ... .. ... . ... .o 72.1 TR |
1% subordinated debentuiBsidue 2000 - 2 s it 45.4 45.0
9.6% average rate, Industrial Development Bonds,
repayablethiroudh 2000 e = e e - it F S Eerl e e 22.0 22.2
4% to 13.3% Mortgages, repayable through 1999 . . ... ... .. ... ... 5.5 i
16.7% average rate, capitalized lease obligations,
expipvihrotole 1987 ilest o gt oh 0 BiGTaR sl gl e e 6.0 8.5
Rovalliespavable &t B0  Ga PV cen i | il B n ) S EWRR It agn 11.9 11.9
Ensfomerprapavments e s el ey e TS 00E SEREET IS T 2.4 8.3
Long termpayablest i, s & bled e 8 R e e T ST e 23.6 15.5
WSS e et e S R e KR R 11.7 152
228.7 217.0
CDC Life Sciences Inc.
8% Mortgages, repayable through 1997 (United States dollars) 2% M s o L 3.8 4.1
9.28% Mortgage, repayable through 1985 (United States dollars) . . ............. 2.4 2.6
s d el Bh - e S R PR R e 2.4 Al
8.6 9.4
Canterra Energy Ltd.
Floating rate bank loans, due 1987 to 1991 (United States dollars) | Sl drisr. &y 189.5 158.6
Fleannc tate Hank leafls 'due 1990 to0R2:C |75y 70 S R e R 23.7 67.0
11.25% Notes, due 1985 (United States dollars) ... .. ... ERNtE R S S e 2 36.0 36.0
1007 Metiqade e 19980 5, W REn T oo L e TR e 13.6 13.8
Floating rate multi-currency revolving line of credit, due 198610 1992 . .. 148.7 1446
ai % NGtes die 1906 (Swisg franes) " 41, 6 i, e L SRR R RS € 36.1 36.1
Customer prepayments .. .............. Sac et e iR SN S A 39.3 37.3
g g R G R L I R R e T 2.0 3.8
488.9 497.2
Kidd Creek Mines Ltd.
Floating rate bank loans, due 1987 to 1993 (United States dollars)y s o ota S 5 8 167.4 353.8
MlGEbentares due-1986 51 & = oSG Ty o LA S RRE e D Sl : 17.0 17.0
Qe el o i Pl e e ol e T R L 33 5.0
187.7 375.8
Petrosar Limited
Rlastnaiata benkloans, due 198510 408911 .. =ty il rlat =2t 100.0 100.0
Polysar Limited
Hlogimgirate termilean, dued 992 -0 S 1 el el I e 50.0 50.0
Floaing rate term Joan, due 1986 throngh 1805 .+ ... . .~ 0 20.0 20.0
bleBmkingtund debenmyes dnc 10R7F § e L R 6.3 6.4
Srasinbingutid debenfurgs due 1BAZI L | - L Ll pEg e, = 274 28.3
In United States dollars
S8 behanitives due 19861 it iasiiee T g S0 - e L REe Rl 50.6 50.6
Floating rate term loans, repayable 1984 through 1988 ... . ... ... ... .. 96.2 100.0
6.95% average rate, Notes and mortgages, repayable through 2003 Lis" == 10.1 10.9
Capitalized lease obligations, expiring through 1985 . .. ... ......... .. .. 3.0 41
In other currencies
Floating rate term loan, repayable 1984 through 1993 (French francs) ...... ... 24.9 20.9
Floating rate multi-currency term loan, due 1988 tHroUughi1:982 = - TRl 5 F o 371.5 276.5
13.5% Loan, due 1987 through 1991 (Dutch guilders) ............... ... 14.2 14.2
Sl O R N S L e i e e s e 7.8 5:1
682.0 587.0
4,561.9 4,561.2
Less principal duewithinone Years 0 file e L a0 GG & 113.0 20.3

$4,448.9  $4540.9
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5. Long-Term Debt
(cont’d)

6. Interests Of
Minority
Shareholders

(i)

(ii1)

(v)

The floating rate syndicated loan of $2,552.1 million bears interest at a rate of one-half of one percent
over the London Interbank Offered Rate (LIBOR) until July 30, 1986 and five-eighths of one percent
over LIBOR thereafter. It is secured by shares and notes of the Corporation’s oil and gas subsidiary.

The agreement relating to this loan requires the Corporation to maintain certain financial measure-
ments which at December 31, 1983, have been adhered to by the Corporation.

In March 1983 the Corporation arranged a private placement of U.S. $60.8 million principal amount of
Subordinated Debentures. These debentures bear interest at the rate of 7%% until March 31, 1989 and
thereafter to maturity at the rate of 11%. Each U.S. $100,000 principal amount of debentures carries the
right to acquire silver during the period to March 31, 1987 at the rate of 7,188 troy ounces of silver;
during the period to March 31, 1988 at the rate of 7,019 troy ounces of silver, and during the period to
March 31, 1989 at the rate of 6,755 troy ounces of silver, in each case for U.S. $100,000. The right to
acquire silver expires after March 31, 1989. The debentures are retractable at the option of the holder
at the time and to the extent the right to acquire silver is exercised.

Long-term debt payable in foreign currency, if converted into Canadian dollars on the basis of
exchange rates prevailing at December 31, 1983, would increase by approximately $85.1 million.

The total sinking fund requirements and long-term debt due in each of the next five fiscal years are as

follows:
1984 $113.0 million; 1985 $259.2 million; 1986 $233.7 million; 1987 $670.0 million; 1988 $671.9 million.

1983 1982
(millions)
Preferred equity
Petrosar
ElaSa AN SRt esaiign it plERn R e gl o S L e L § 3000 $ 3000
@Blass B B al dovon S e S rE R s s T e b RS i 118.1 65.0
Sl ORI e s S T el R I Sl e T R 2.0 69.6
Polysar
EirstPrefoyrert ol otli K o5 B SRR e e T R e e e 44.2 442
PolyserHeldmgsi(asubsidiany) iin or i L e S s R S 85.0 85.0
CDC Life Sciences
@iy =8 i S LSS i T e I e Tl s U S 5.0 54
Connatighthaberateries!(a subsidigry) Ll s s aimans S e i 218 24.0
CDC Data Systems
SaviiEeiporaion (asnbsidiat)l el i i e S 15.0 15.0
591.1 607.8
omNIONeaIy e e e e e a R A e e 34.7 74.1
$ 6258 §$ 6819
TR T B

)

(1)

(i11)

(iv)

Petrosar’'s Class A redeemable preference shares bear a cumulative dividend at an annual rate of
1.35% plus 52% of the average of certain Canadian banks prime rates. Of these shares, $60 million are
redeemable per annum through 1987. The holders of these shares have agreed to a deferral to
December 31, 1984 of the $60 million redemption previously due on December 31, 1983.

Petrosar's 2,800,000 Class B preference shares of which Polysar holds 1,344,000, are redeemable at
their par value of $1 each only after dividends have been paid aggregating $100 per share plus 60
cents for each month that the shares have been outstanding.

The Class B shares are issued pursuant to an agreement whereby certain shareholders, including
Polysar, have agreed to provide Petrosar with sufficient funds to enable it to pay the dividend on the
Class A preference shares if Petrosar is unable to pay such dividends and to purchase these shares if
not redeemed as scheduled. Polysar's portion of such obligation is 48%. During 1983, Petrosar issued
$25 million Class B shares, $12 million of these to Polysar.

Petrosar's Class C shares are redeemable at their par value of $100 per share. Dividends on these
shares have been waived until June 1, 1984. In 1983 $130 million Class C shares of Petrosar were
converted into Class B shares of Petrosar. $62.4 million of these Class C shares were owned by
Polysar.

Polysar's $44.2 million First Preferred Shares bear a cumulative dividend of 15.5%. During each month
beginning April 1982, Polysar is obligated to purchase for cancellation 10,000 First Preferred Shares if
and to the extent that they are available for purchase at prices not exceeding $25 per share. Polysar is
further obligated to repurchase the First Preferred Shares July 1, 1987. First Preferred Shares are not
redeemable prior to July 1, 1985, but thereafter, will be redeemable at the option of Polysar ata
redemption price of $27 per share reducing thereafter to $25 per share.

There are no voting rights attached to preferred shares unless dividends are eight quarters in
arrears.

Polysar Holdings' $85 million redeemable preferred shares bear a cumulative dividend of 1.25%
plus one-half the prime rate of a Canadian bank. Redemptions are required to be made in equal
annual amounts from 1986 through 1988 inclusive.

CDC Life Sciences' $5 million Class A preferred shares bear a dividend of 2%, plus one-half the prime
rate of a Canadian bank. The shares are redeemable at the option of CDC Life Sciences at $25 per
share until September 30, 1991.

Connaught Laboratories’ $21.8 million redeemable preferred shares bear a cumulative dividend of
1% plus one-half the prime rate of a Canadian bank. These shares are redeemable in equal annual
amounts of $3 million through 1986, with the balance redeemable in 1987.

Savin Corporation's 673,750 $1.50 U.S. Series A cumulative preferred shares are convertible into cne
share of Savin's common stock and are entitled to $20 U.S. per share upon voluntary or involuntary
liquidation. The shares are redeemable after June 1, 1986, at the option of Savin, at $20 U.S. per share.




7. Capital Stock

8. Litigation

(1) Authorized

Preferred
$1,000,000,000 divided into shares with a par value in any multiple of $5 not exceeding
$1,000 each.
Common
200,000,000 shares without par value
1983 1982
(millions)
(i) Issued
Preferred
5,000,000 cumulative, redeemable, retractable senior preferred
shares, 1983 issue of the par valueof §25each. . . ....................... S 125.0
1,325,759 8% cumulative, redeemable, convertible,
voting Class B preferred sharesof $§100each. .. ...........ccooviinn. o 132.6 $ 1326
15,000,000 7.60% cumulative, redeemable, convertible,
voting 1980 preferred sharesof $20each .. ..........ccovviiiiniinn. 300.0 300.0
Common
38,688,366 shares (1982, 35,382,010 shares), ) e Ly cvaatlas s e 341.2 338.9
$ B98.8 § 7715

The 1983 senior preferred shares carry the right to receive preferred cumulative dividends at an
annual rate equal to the greater of Cdn. $2.35 per share and the Canadian dollar equivalent of U.S.
$1.92 per share based on the prevailing rate of exchange for the United States and Canadian dollar on
the record date for the payment of each dividend or if no such record date is set, on the date such
dividend should have been paid in accordance with the share condition. Dividends on these shares
are payable in Canadian currency or, at the request of their holders, in U.S. currency. These shares
are redeemable at the option of the holder on June 1, 1990 at par plus accrued and unpaid dividends.
These shares are not redeemable by CDC until after June 1, 1990. The holders of the 1983 senior
preferred shares are not entitled to notice of or to attend or vote at meetings of shareholders. Each
1983 senior preferred share carries one currency purchase warrant which entitles the holder to
purchase on June 1, 1990 the sum of U.S. $20.39 on payment of the sum of Cdn. $25.00.

The Class B preferred shares are redeemable at par at the option of the holder from October 2, 1985
through October 1, 1986. They have been redeemable at the option of the Corporation since QOctober
2, 1980 at $105 per share, reducing by $1 per year until October 2, 1985 when they become
redeemable at $100 per share. Each Class B preferred share may be converted at any time at the
option of the holder into ten common shares.

The 1980 preferred shares are redeemable from October 15, 1983 to October 14, 1985, at the option
of the Corporation at $21.20 per share, if the common shares trade for a specified period at not less
than 125% of the conversion price of $15.75. From October 15, 1985 they are redeemable at the option
of the Corporation at $21.20 per share reducing by 20¢ per yvear until October 15, 1990 when they
become redeemable at $20 per share. Each 1980 preferred share may be converted at any time at the
option of the holder into 1.27 common shares.

At meetings of shareholders, holders of Class B preferred shares are entitled to ten votes per share
and holders of the 1980 preferred and the common shares are entitled to one vote per share.

(ii) Issued and redeemed during the year
306,356 common shares were issued for an aggregate consideration of $2.4 million under the
Shareholder Dividend Reinvestment, Stock Dividend and Share Purchase Plans.
The Corporation issued 5,000,000 cumulative, redeemable, retractable senior preferred shares,
1883 issue, in April of 1983 with a par value of $25 per share each carrying one currency purchase
warrant for cash of $125 million.

(iv) Common shares reserved
At December 31, 1983, common shares were reserved for issuance as follows:

Conversion of ClassBpreferred shares. ... ... v i or i e s 13,257,590
Cronversion of 198 prefelyed shareskii: o T il - s SRSl e e 19,050,000
Dividend Reinvestment, Stock Dividend and Share Purchase Plans . . . .. 1,139,838
Convertible Subordinated Debentures. . .......co.oviiii i, 176,428
33,623,856

L Ty CEETESE S

The Corporation and certain of its subsidiaries have been named as defendants in various legal
proceedings. These proceedings are being contested and it is not possible at this time to predict their
ultimate outcome. Accordingly, no provision for liability, if any, has been made in the financial statements.

33



9. Segmented information

(1) Industry segments
The Corporation operates in the following industry segments:

(millions) Petrochemicals 0il & Gas Mining
1983 1982 1983 1982 1983 1982
Sale of products and services $2,063.0 321682 § 4684 $ 5090 § 476.8 3 322.1

Interest and other income

Total revenue

Segment operating profit (loss) S 0291 vv(153)S 190 ' 21768.°§ 1072 § 158
Corporate expenses

Interest expense

Equity in earnings (losses) of other companies S L o ST P Il Ll Sl

Interest and other income
Translation losses
Income taxes

Minority interest

Loss

Identifiable assets $2,287.8 $2271.8 $§3,025.7 $29184 $1,378.8 $14153

Corporate assets

Total assets

Capital expenditures §$ 1355 $ 2492 § 266.0 S 3315 $ 377 $ 1064
Depreciation, depletion and amortization $§ 789 $ 832 § 121.3 $ 1198 § 520 § 366
TR S HEP L T

(i) Geographic segments
The Corporation considers its three geographic segments to be Canada, the United States, and Europe and the rest of the world.

Financial information with respect to these segments is as follows:

Europe and

(millions) Canada United States rest of world

1983 1982 1983 1982 1983 1982
Sale of products and services $1,761.8 $2,1109 $1,236.0 $ 970.7 §727.8 $723.6
Transfers between geographic segments 330.4 308.6 30.3 22.5 24.6 13.0
Interest and other income
Total revenue $2,092.2 324195 $1,266.3 § 9932 $§752.4 $736.6
Segment operating profit SH119.1 51668 8 84§ -12' S1156 $ 32.9
Corporate expenses
Interest expense )
Equity in earnings of other companies
Interest and other income
Translation losses
Income taxes
Minority interest
Loss
Identifiable assets $6,104.1 360485 § 937.3 310274 $§310.0 $378.1

Investments in cther companies

Corporate assets

Total assets
I i P R T 2= "
Transfers between geographic segments are accounted for at prices comparable to open market prices.
Canadian operations include export sales of $682.8 million (1982, $711.0 million),

(i) Research and Development
Research and development expenditures charged to income amounted to $76.2 million (1982, $79.6 million).



Office Information Industrial

Products Life Sciences Automation Fisheries Venture Capital Consolidated
1983 1982 1983 1982 1983 1982 1983 1982 1983 1982 1983 1982
$ 613.1 $636.2 $79.4 $139.5 $24.9 $30.2 $3,725.6 $3,805.2
109.1 148.1
$3,834.7 $3,953.3
$(101.3) § (7.1) S 9.6 $ 56 $(4.2) $(9.6) $ 6.1 $ 2435 § 2072
(:g:.m (8.8
.7) (473.5)
$ 16 $ 63 $ 13 $(10.7) $(7.1) $13.8 26.6 7.9
109.1 148.1
(13.9) (1.1
(39.9) 37.6
26.3 (43.2)

§ (45.0) $ (1258)

$ 628.6 $689.5 §94.1 $108.6 $36.5 $387 $12.8 $24.6 $49.1 $38.8 $7,513.4 $7,505.7

45.2 20.2
$§7,558.6 $75259
$ 216 $ 27.9 $ 5.0 Ha5a $ 0.1 506 $ 4659 3 7207
$ 459 § 45.2 S 34 $ &85 § 23 $26 § 303.8 $ 2929
= TED S Snel
Eliminations Consolidated RDDH.L
1983 1982 1983 1982 Chartered Accountants
$3,725.6 $3,805.2
$(385.3) §$(344.1)
109.1 148.1
$(385.3) (344.1) §3,834.7 $3953.3 Auditors’ Report
$ 04 § 08 § 2435 § 2072 To the Shareholders of
(13.0) (8.8) Canada Development Corporation
(384.7) (4735) We have examined the consolidated balance sheet of Canada
26.6 79 Development Corporation as at December 31, 1983 and the consolidated
109.1 148.1 statements of operations, retained earnings and changes in financial position
(1:9!.:) SE%' é) for the year then ended. Our examination was made in accordance with
(:2,6-3’ ( 43'2) generally accepted auditing standards, and accordingly included such tests

and other procedures as we considered necessary in the circumstances.

$ (45.00 § (125.8) In our opinion, these consolidated financial statements present fairly the

: financial position of the Corporation as at December 31, 1983 and the results
$ (10.5) $(168.4) §7,340.9 $7,285.6 of its operations and the changes in its financial position for the year then

172.5 220.1 ended in accordance with generally accepted accounting principles applied

7,513.4 7 505.7 on a basis consistent with that of the preceding year.

45.2 25y e
oronio, ‘an
$7,558.6 $7.525.0  popuor 1S, 1984 :2 z
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Ten Year
Financial
Summary

Financial
position

Changes in
financial
position

Statistics

1983 1982 1981

Revenues Sales of products and services $3,725.6 $3,805.2 $3,034.7
Other income 109.1 148.1 86.7

3,834.7 3,953.3 3,121.4

Expenses Cost of sales 2,960.7 3,033.7 2,431.9
Selling, administration and research 534.4 8731 329.2

Interest on long-term debt 333.2 390.8 164.8

Other interest 51.5 82.7 59.7

3,879.8 4,080.3 2,991.6

(45.1) (127.0) 129.8

Equity in earnings of other companies 26.6 7.9 70.6
Income (loss) before income taxes and other items (18.5) (119.1) 200.4
Translation (gains) losses 13.4 1.1 15.3
Income taxes (recovery) 39.4 (31.6) 472
Minority interest in income of subsidiary companies (26.3) 43.2 65.4
26.5 6.7 127.9

(45.0) (125.8) 12.5
Unusual items (12.6)
Net income (loss) $§ (45.0) $ (125.8) $ 851
Assets Working capital § 554.4 $ 659.6 § 784.1
Fixed assets (net) 5,551.5 5,359.7 4.839.9

Long-term investments 172.5 220.1 154.6

Other assets 271.5 269.9 209.2

6,555.9 6,509.3 5,987.8

Liabilities Long-term debt 4,448.9 4540.9 3,862.0
Deferred taxes 329.5 174.6 220.9

Interests of minority shareholders 625.8 681.9 634.8

5,404.2 5,397.4 47117.7

Shareholders’ Preferred equity 557.6 432.6 432.6
Equity Common equity 594.1 679.3 831.5
$1,151.7 $1,111.9 $1,270.1

Derived from Cash flow from operations $§ 3705 S 169.4 $§ 3187
Other sources of funds 429.4 773.5 2,670.1

799.9 942.9 2,988.8

Applied to Investments 21.9 14.0 1,928.2
Capital expenditures 465.9 720.9 565.3

Dividends on preferred shares 40.8 338 34.8

Dividends to minority shareholders 37.5 52.8 61.8

Other uses of funds 339.0 246.5 231.4

Changes in working capital (105.2) (124.8) 167.3

§ 799.9 $ 942.9 $2,988.8

Per common Earnings (loss) §(2.41) 5(4.52) $1.46
share Fully diluted earnings $1.25
Cash flow from operations $9.28 $3.86 £8.24

Fully diluted cash flow from operations $5.35 $ 2.51 $4.72

Ratios Return on common equity 6.2%
Working capital ratio 1.6:1 1.6:1 171

Debt/equity ratio 3.9:1 4.1:1 3.0:1

Other Common shares outstanding

at year-end 35,688,366 35,382,010 35,036,918




1980 1979 1978 1977 1976 1975 1974
$2,305.7 $1,965.9 $1,342.1 § 7412 § 595.6 3 469.6 § 4542
83.5 48.0 23.3 18.3 13.7 13.1 9.6
2,359.2 2,014.9 1,365.4 756.5 609.3 482.7 463.8
1,792.9 1,529.0 1,087.5 580.0 471.8 3732 336.7
a71.2 225.8 164.6 107.5 88.0 81.0 69.2
39.1 37.6 29.9 17.4 9.7 10.3 11.0
38.7 19.5 16.7 10.0 8.5 7.8 5.6
2,141.9 1,811.9 1,298.7 714.9 578.0 472.3 422.5
2178 203.0 66.7 41.6 3l.3 10.4 41.3
102.3 43.4 14.4 13.4 14.1 21.5 40.2
319.6 246.4 81.1 55.0 454 37.9 81.5
(9.1 18.7 (10.4) (6.8 44 (.3) 1.5
81.8 63.7 22.1 19.2 12.1 8.4 8.4
57.8 40.6 26.1 6.0 46 3.0 2
130.5 123.0 37.8 18.4 21l 11:3 10.1
189.1 123.4 43.3 36.6 24.3 26.6 71.4
7.8 (.4) 1.5 13.7
$ 189.1 § 1234 $ 433 § 288 § 247 $ 251 $ 877
$ 616.9 $ 4307 $ 4126 $ 694 5 895 § 1871 $ 1289
1,311.9 1,149.2 1,081.6 1,032.0 766.3 502.8 216.2
686.7 509.3 420.9 404.6 403.8 352.3 331.0
161.3 139.2 130.4 91.1 B7.7 41.7 29.2
2,776.8 2,228.4 2,045.5 1.697.1 1,317.3 1,053.9 705.3
609.3 539.9 500.5 687.3 471.9 253.7 137.4
174.5 101.8 51.4 39.4 29.1 21:5 9.8
674.0 734.4 7451 146.9 102.7 73.2 11.2
1,457.8 1,376.1 1,297.6 873.6 603.7 348.4 158.4
538.2 2448 244 8 244.8 2448 242.5 100.0
780.8 607.5 503.1 478.7 468.8 463.0 4459
$1,318.0 $ 852.3 § 7479 $ 7238 § 7136 § 7055 $ 546.9
§ 3313 3 267.4 § 1422 § 943 § 654 § 387 § 681
480.4 114.4 854.3 271.1 272.4 328.0 191.7
811.7 381.8 996.5 365.4 337.8 366.7 249.8
113.3 56.2 18.7 7.4 47.6 107.8 2.0
232.2 132.8 102.2 305.1 294.5 192.7 74.2
21.8 17.3 17.3 17:3 17.3 8.6 48
51.7 51.8 29.6 4.3 4.3 3:2
206.5 105.6 485.5 813 41.7 25.7 16.3
186.2 18.1 343.2 (20.0) (67.6) 28.7 152.5
§ BIL.7 $ 381.8 § 996.5 $ 3654 $ 337.8 $ 366.7 § 2498
$5.13 $3.42 $0.84 $0.37 $0.24 $0.54 $1.84
$3.52 $2.45 $0.78
$9.51 $8.05 $4.06 $2.50 $1.59 $0.99 §1.86
$6.25 $5.44 $2.84 $1.84 $1.24 $0.69 $1.45
24.1% 19.1% 5.3% 2.4% 1.6% 3.6% 12.8%
1.9:1 L.E1 1.8:1 111 1.3:1 1) 1.7:1
0.5:1 0.6:1 0.7:] 1.0:1 0.7:1 0.4:1 0.3:1
32,929,400 32,161,336 30,712,170 30,712,158 30,712,038 30,712,038 29,756,989
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Investor CDC has four classes of shares, three of which entitle their holders to
Information vote at shareholders meetings.

CDC Equity

Atthe end of 1983, there were 35,688,366 commeon shares out-
standing which were registered in the name of 14,921 Canadian
citizens or residents. The Government of Canada owns 30,711,890
common shares, representing 86.1% of those outstanding and carry-
ing 48% of the votes at shareholder meetings. During 1983, 2,918,655
common shares were traded on stock exchanges, representing
58.7% of those available for trading. Share prices fluctuated from a
high of $10 in August to a low of $4.75 during November.

The Corporation has outstanding 1,325,759 Class B preferred
shares which were registered in the names of 10,528 Canadian
citizens or residents at the end of 1983. Each Class B preferred share
Common is convertible at any time at the holders option into 10 common

L == %g;gf'}“;gn — shares and carries 10 votes at shareholders' meetings. A quarterly

'; (thousands ol SHares) dividend of $2 is paid on the first of January, April, July and October.
‘a Class B preferred shares are redeemable at the option of their

. holders at the original issue price of $100 each from October 2, 1985
6 b = to October 1, 1986. During the past year, 525,532 Class B preferred
shares were traded on the stock exchanges, representing 39.6% of
those outstanding. The price of a Class B preferred share reached a
high of $106.875 in July and a low of $92.75 in December.

Atthe end of 1983, a total of 19,908 Canadian citizens or residents
held 15,000,000 of the 1980 preferred shares. Each 1980 preferred
R share carries one vote and is convertible at the option of the holder
AL until October 15, 1990 into 1.27 common shares for each 1980
100 preferred share. Based on the issue price of $20, the effective
Class B Preferred conversion price is $15.75 per common share. Each 1980 preferred
share pays a quarterly dividend of 38 cents on the first of February,
iyl May, August and November. During 1983, 5,970,403 of the 1980
s 'F. preferred shares were traded, which was 39.8% of the shares out-

| standing. The high price for the year was $17.75, reached in May,
!m while a low of $12.62 was recorded in November.
% There are 5,887 registered holders of the 5,000,000 non-voting 1983
Senior preferred shares issued by the Corporation last year. Each of
these shares carries a non-detachable warrant which entitles its
holder to purchase on June 1, 1990 the sum of $20.39 (U.S.) on
payment of $25 (Canadian). A quarterly cash dividend — payable on
the first of March, June, September and December — is paid at a rate
equal of the greater of Canadian 58.75 cents per share and the
40 Canadian dollar equivalent of U.S. 48 cents per share based on the
0 prevailing rate of exchange between the two currencies on the
record date. The dividend is payable in Canadian currency or, if
required by the holder, in United States dollars. During 1983, the
\ 1983 shares traded at a high of $24.75 in August and a low of $20 in
'H December. There were 945,409 shares traded, representing 18 9%
l of the total outstanding.
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Listing and Transfer Agent

i CDC common, Class B and 1980 preferred shares are listed on all
7o Canadian stock exchanges. CDC's 1983 Senior preferred shares

600 trade on the Toronto Stock Exchange. The transfer agent for all

500 classes of shares is National Trust Company Limited at its principal
400 offices in Vancouver, Calgary, Winnipeg, Toronto and Montreal, and
300 its agent, The Royal Trust Company, at its principal office in Halifax.
200 CDC maintains its own shareholder records and pays all dividends
directly to shareholders. Changes of address and questions on
JIFMAMITITIAISIOINID dividends should be directed to CDC Shareholder Services
Department.
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Shareholder Investment Program

CDC has an investment program which offers its shareholders
three convenient plans for purchasing additional common shares
through reinvestment of dividends, stock dividends and cash con-
tributions. The program has a number of advantages and, to help
explain these and how to participate, a detailed offering circular is
availlable from Shareholder Services Department, Canada Devel-
opment Corporation, 444 Yonge St., Suite 200, Toronto, Ontario
M5B 2H4 (Phone: 416-598-17300).

The shareholder investment programme continues to be well
received by CDC shareholders. At year end, 6,573 shareholders
were participating in at least one of the three plans, representing
18.3% of all registered holders. Under the programme, CDC issued
306,356 new common shares for a total consideration of $2.4 million.
The average price paid by shareholders reinvesting their dividends
was $7.41 per share while the average price purchased with cash
contributions was $7.89.

Other Information for Shareholders

CDC regularly provides its shareholders with information about its
operations. The annual report is available in April, while quarterly
reports are issued about six weeeks after the end of each quarter.
Some CDC companies publish annual and quarterly reports. Addi-
tional news is often disseminated to shareholders through special
mailings and press announcements. At least three weeks prior to
CDC's annual meeting — usually held on the third or fourth Thursday
in May — shareholders receive a notice of meeting, information
circular and proxy card. We also carry out a regular communica-
tions program with stock market analysts and investment dealers
in order to assist them in keeping our shareholders informed. In
some cases, investment dealers or banks will hold shares in their
name on behalf of their customers. When this happens, published
material often is not received by shareholders. Copies of CDC
publications can be obtained by writing to the Director, Public
Affairs and Communications, 444 Yonge Street, Suite 200, Toronto,
Ontario, M5B 2H4.
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