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FINANCIAL HIGHLIGHTS

Operations 1987
REVEIILIES" (sucivviisysmssyesdivo i s o0y T o ev s oo sy s s eassania i $20,820,000
Gross income (loss) from operations ... N 2,687,000
NetIcome (1685). s s i s 1,349,000

Financial Position

Cashiand term deposits . ... vmsnmanamansacnmmim = $16,670,000
Worling capital .........cossosmmmmemssssmsemmsssmsssass R 15,087,000
CUTeDIt TARD ooy s i i e v e 6 Aoy o s v vav s 5.8:1
Property and equipment - net ... SRR 3,485,000
Total 45568 s ammmnnimmmmvivntass e T s 33,993,000
Long-term debl ... 5,000,000
Shareholders EgUUITY o i s e fiws 23,226,000
Per Common Share
Net INeome(l08S)! .o immmmmmsrnn ks naisss sy $0.17
Dividends zusmammmnmanm S b T e G e s e =
Cash provided by (used for) operating activities ... — 0.36
Shateholders' Bquity s s s R 2.88
Market Price Range Per Share

Quarter ended:

MATCH 31 e $3.15 - 2.25
JUNE30! s S R R R S T R R 2.90-2.35
September 30 ..., e sersrrspissassrenebiarens BT oo 3.60 - 2.55
DECEMDBT B iiinsiuncmumminsimssromsivessms s oy o5 v i s74 56 et v s A a4 3.05 - 2.00

1986

$39,814.000
(1,618,000)
(2,032,000)

$14,733,000
17,437,000
5.0:1
7.424,000
29,200,000
0
21,914,000

(50.25)
(80.21)
2.71

83.50 - 2.40
3.10-2.25
2.45-1.90
2.40-2.10

Hies'\RD ROSS |IBRARY
OF MANAGEMENT

APR 28 1988

M=GILL URIVERSITY




SIGNING §
CEREMONY FOR §&
INVESTMENT IN |
MONENCO

From left to right, |

B. Curtis, Vice
President Finance
Monenco Ltd.; J.K.C
Mulherin, President
and C.E.O. Monenco
Ltd.; A.J. Cressey,

REPORT TO SHAREHOLDERS

We are pleased to advise that 1987 net income increased to
81,349,000 or $0.17 per share compared with aloss of $(2,032,000)
or $(0.25) per share in 1986. This improved income results pri-
marily from the disposal of surplus assets in North America.
Although revenues during 1987 were less than forecast, operating
income exceeded budget.

The instability of crude oil and natural gas prices over the past
few years resulted in a slackening in market demand for large
diameter cross-country pipeline installation which, until now,
was our primary corporate activity. Corporate restructuring led us
to “mothball” our United States and International pipeline activi-
ties and diversify into new areas while continuing to operate out of
Edmonton, Alberta as a stable profit centre.

The immediate future for cross-country pipeline installation is
looking increasingly promising. Regional shortages of natural gas
in the United States will begin to force up the price, which in turn
will make deep gas and frontier gas production economic. Since
the largest block of available natural gas is on the Alaskan North
Slope, and since that gas can only be brought to market by pipeline,
we anticipate major construction activity in the next two to five
years. Similarly, Beaufort Sea crude oil can only be brought into
economic production via a crude oil pipeline — another source of

future construction activity.



Diversification offered a route to broaden the scope of our
corporate capabilities. To that end, on October 2, 1987, an agree-
ment was reached whereby Majestic purchased 45% of Monenco
Limited, (formerly Montreal Engineering Company Limited). a
highly-regarded, multi-discipline consulting, engineering, proj-
ect management company with multi-national experience.

This purchase will benefit both companies, since each comple-
ments the other. Successful project tendering will provide clients
with a formidable service. Stability is now returning to the oil and
gas industry and with it a very positive outlook for the many major
engineering projects planned for the near future.

The Directors wish to express their sincere appreciation to our
employees, customers and shareholders for their continued

support.

February 25, 1988

444««@ Af%,fkm

A.J. Cressey, “J.M. Bankes,

President and Chief Executive Officer Chairman of the Board
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THE COMPANY

Majestic is one of North America’s leading cross-country pipe-
line contractors, and one of the few with arctic construction
expertise. Since its inception in 1954 the Company has been
involved in every major pipeline system in Canada and several in
the United States. As well, the Company has completed projects in
India, Malaysia and the Middle East.

Today Majestic is in a position to supply an even wider range of
services. Diversification undertaken in 1987 through our 45%
investment in Monenco Limited, now enables us to offer Monenco’s
multi-disciplinary international experience. Monenco Limited is a
public company listed on the Toronto, Montreal and Alberta stock
exchanges.

The Monenco Group consists of four main operating compa-
nies and more than 40 subsidiary and associated firms providing
consulting services in all aspects of engineering, construction,

project management and modern technology for industrial and

resource development.




RIVER ROUTE

Large-scale river diversions must be
preceded by detailed mapping
Today, envirenmental impact
studies would also be a necessity
(Shown here) Map of the R. Arno

by Leonardo da Vinci

MONENCO

Monenco, formerly Montreal Engineering Company Limited,
is one of Canada’s largest and oldest (1907) consulting groups,
offering consulting services in almost all aspects of modern tech-
nology for industrial and resource development. The Monenco

Group consists of four main operating companies:

Monenco Consultants Limited — engineering, procurement
and construction, project management, management consult-
ing and advanced technology in energy, industrial and re-

source development.

Monenco Information Systems Inc. — development and sale
of computer software, data centre services as part of a world-
wide network, systems studies and new technologies

development.

Monenco Engineers & Constructors Inc.— engineering pro-

curement and construction services to the oil, gas, petro-

chemical and process industries.




COMPASSES

Precision instrumentation transiates
design from mind to paper.

Today at Monenco, computers provide
a new tool for an age-old process.
(Shown here) Design for compass by
Leonardo da Vinci.

ASTRARIUM
Technology gives form to science.
Yesterday's cogs and wheels are

(Shown here) As;m..um {an ast kw 0
clock by Giova
Monenco Inc. — provides the full range of Monenco services

through its United States subsidiaries.

In addition, Monenco has more than 40 subsidiary and associ-
ated firms whose individual expertise and resources can be brought
in on a project as necessary.

In the course of more than 80 years of involvement in a wide
variety of large infrastructure projects around the world, Monenco
has developed a widely-respected reputation for its expertise in
the areas of thermal and hydro-electric power generation, trans-
mission and distribution.

Resource Management — mining, water and agriculture — is
also an area of particular expertise. Monenco has one of the largest
and most experienced groups of soil scientists of any Canadian
organization. Environmental and waste management is fast be-
coming a corporate specialty with projects ranging from the de-
sign of industrial waste treatment facilities to the decommissioning

of gas plants.
Process Plants — oil, gas and petrochemical and now biotechno-

logical — utilize Monenco expertise not only to design plant struc-




tures but to develop advanced technologies applicable to the partic-

ular need. This ranges from heavy oil upgrading to off-shore
structure design to biotechnology research.

Management Services offer a comprehensive array of consulting,
planning, evaluating, information management and software de-
velopment services. In particular Monenco’s computer-based proj-
ect management system serves as an extraordinarily sophisti-
cated yet highly flexible tool for project managers. The system is a

major asset to managing any Monenco project.




DAM SPILLWAYS

Controlling the forces

of Nature is as vital as ever

Water management

by Monenco utilizes and

IL'T;?."H'.FPS upon, earlier Q»"N?C[pl‘f—‘};_
(Shown here) Studies of water fiow by
Leonardo da Vinei

8 PRINCIPAL MONENCO OPERATING COMPANIES

MONENCC LIMITED

]
Monenco Consultants
Limited Monenco Inc -
[ ] [
B ASSOCIATE o 5500
SUBSIDIARIES COMPANIES SUBSIDIARIES = 1 COMPANIES
Shawmont Nigeria Manenca Engineers Both Belle Robb Baymont Engineering
Monenco Japan Inc Limited 1 and Construclor 1 1 Limited Company =
(100) (30) (100) (33-173) (100)
Saskmant Engineering Speclrocan Nuclear Project Carlson & Sweall
Limited 1 Shawmant Limited Canat F—  Engineening Inc —{Managers (Canada) Inc Monenco Inc —
(100 100) (25) (22) (100
Baymaont Technologes Maonlreal Engineering Monenco Martimes Wade Reproduction
Limied — (Overseas) Limited — | Limited 1 = Services Inc
(100} | (100) | (100) 145
Shawmont Nfld Monenca Nigeria
Limited 1 Limited 1 The DPA Group Inec 1  Martec Limited
(100 160} 1100 139)
SBR Dtishore Monenca Asi (PTE)
ed imited — — SSI Monenco Limiled
(60 (100) (40)

Monenco Infarmation _I aple Computing
Systems Inc (PTE} Limited
(100) (52)

{ )% Owned




SUMMARY OF ACCOUNTING POLICIES
' December 31, 1987, and 1986

ACCOUNTING PRINCIPLES

The consolidated financial statements are prepared by Majestic Contractors Limited (the Company) in accordance with
accounting principles generally accepted in Canada and conform in all material respects with the standards of the
International Accounting Standards Committee.

PRINCIPLES OF CONSOLIDATION

The consolidated financial statements are expressed in Canadian dollars and include the accounts of the Company, its
100% owned subsidiary. Majestic International Contractors Limited. its 51% owned subsidiary. Majestic Laser Systems
Ltd. and ils pro rata share. utilizing the proportionate consolidation method. of the assets. liabilities. revenues and
expenses of joint ventures. Details for joint ventures have not been provided as the amounts are not material. All significant
intercompany transactions and balances have been eliminated on consolidation.

The Company owns 45% of Monenco Limited. In the consolidated financial statements this investment is accounted for
on the equity method, with the Company’s share of revenue, costs and income taxes included in the related captions in the
Consolidated Statement of Income (Loss). 2 ;

TRANSLATION OF FOREIGN CURRENCIES
The Company's foreign operations are integrated and are translated into Canadian dollars as follows:
(a) current assets (except for prepaid expenses) and current liabilities (except for deferred contract revenue) at the
exchange rate at the balance sheet date:
(b) allother assets, liabilities and non-current deferred income taxes. at the approximate rate of exchange at the time the
transaction occurred: and
(c) revenues and expenses, at the average rate of exchange for the year, except that items relating to balance sheet
accounts are translated at historical exchange rates.
All translation gains and losses related to the foreign operations are included in the Consolidated Statements of Income
(Loss).

ACCOUNTING FOR CONSTRUCTION CONTRACTS

Profits from construction contracts are recognized for accounting purposes on the percentage of completion method. The
percentage of completion is determined by relating the actual cost of work performed to date, to the current estimated total
cost of the respective contracts. When the current estimated costs to complete indicate a loss, such a loss is recognized
immediately for accounting purposes. Revisions in costs and earnings or loss estimates during the course of the work are
reflected during the accounting period in which the facts which cause the revision become known. Income from claims is
recorded in the year such claims are resolved.

Unbilled work represents the excess of contract costs and profits recognized (o date on the percentage of completion
accounting method over billings to date. Deferred contract revenue represents the excess of billings to date over the amount
of contract costs and profits recognized to date on the percentage of completion accounting method.

PROPERTY AND EQUIPMENT

All property and equipment is recorded at cost. The cost and the accumulated depreciation of property and equipment
which is retired or sold are removed from the accounts and the gain or loss is recorded in the Consolidated Statements of
Income (Loss).

Depreciation is provided primarily on the declining balance method over the useful lives of the assets which are estimated
to be 10 to 25 years for buildings, 3 to 10 vears for construction equipment and 10 years for other assets.

GOODWILL

Goodwill represents the excess of cost of an investment in Monenco Limited shares over the fair value of its underlying
assets at the date of acquisition and is amortized on a straight-line basis over 40 years.

INCOME TAXES

The provision for (recovery of) income taxes.recognizes the tax effects of all income and expense transactions included in
each year's Consolidated Statement of Income (Loss).

Deferred income taxes arising from items in current assets and current liabilities are classified as a current liability.

The non-current deferred income taxes arise primarily from the difference between the depreciation claimed for tax
purposes and the depreciation recorded in the accounts.

INCOME (LOSS) PER SHARE

Computations of income (loss) per share are based on the weighted average number of shares outstanding during the
respective years (1987 = 8.078,307 shares: 1986 — 8,197,029 shares). The additional number of shares issuable upon the
potential exercise of employees’ stock options has not been included since the effect would not be material.

INCENTIVE COMPENSATION PLANS

The Company has incentive compensation plans which provide for payment to be made to certain key employees based on
performance goals. Amounts accrued under these plans are charged to income in the current year and are payable over a
period of vears, subject to approval of the Board of Directors.



CONSOLIDATED STATEMENTS OF
CHANGES IN CASH RESOURCES
For the Years Ended December 31, 1987 and 1986

Operating Activities:
Income oSS 2L Sl il i e e e
Add (Deduct) items not involving cash:

1987

$ 1,349,000

1986

$1(2,032,000)

Depreciation and amBortization. (=5, i il mesie. oo Sation 905,000 2,189,000

Share of Monenco Limited profit ... (117,000) -

Deferred INCOME LaRBE. . ....ii.. 5o Rt b odsvins (298,000) (858,000)

GainonSale obiequipRient i sl v m A S e s e (3,154,000) (15,000)

(211155 N AL R S TS 4 T S ool R S S e S P (45,000) -
(1,360,000) (716,000)

Net change in non-cash working capital
balances related to operating activities ... 4,287,000 (973,000)
Cash provided by (used for)

operatingaetivities, . S5 i s BT 2,927,000 (1,689.000)
Financing Activities:

Purchase of Majestic shares (37,000) (284,000)

Banils laane o, g s Rnns.. 5,000,000 -

94 TR B L RS e (RN S S VTR SR | — 253,000
Cash provided by (used for)

financing actVUes o & s s RS S S i R et 4,963,000 (31,000)
Investing Activities:

Additions:td propepty find cquipment . . s s sm0NE (97,000) (539,000)

Proceeds.from sale o eppMBmentts i 2. ..l n i i G Srsoveri: 6,306,000 1,018,000

Reclassification of assets held for resale ... - 1,096,000

Investment in Monenco LImMited .....cciiinieiiioiiiisasnsieissesianiens (12,162,000) -
Cash provided by (used for)

AN T AT TR g (e A R R A PR Shploue . (5,953,000) 1,575,000
Increase (Decrease) im CASHL ..................cccov e v iviesmesssasassesss srsssaneied 1,937,000 (145,000)
Cash, beginning of Year .........a............... 14,733,000 14,878,000
Cashis end ofgear: s Toe . sl S i i o el 516,670,000 $14,733,000

The accompanying summary of accounting policies and notes are

an integral part of these consolidated statements.

To the Shareholders of
Majestic Contractors Limited:

We have examined the consolidated balance sheets of Majestic Contractors Limited (an Ontario

corporation) as at December 31, 1987 and 1986 and the related consolidated statements of income
(loss), retained earnings and changes in cash resources for the years then ended. Our examinations
were made in accordance with generally accepted auditing standards, and accordingly included such
tests and other procedures as we considered necessary in the circumstances.

In our opinion, these consolidated financial statements present fairly the financial position of the
company as at December 31, 1987 and 1986 and the results of its operations and the changes in its
cash resources for the years then ended in accordance with generally accepted accounting principles
applied on a consistent basis.

Calgary, Alberta
February 2, 1988

ARTHUR ANDERSON & CO.,
Chartered Accountants



CONSOLIDATED STATEMENTS OF
INCOME (LOSS)
For the Years Ended December 31, 1987 and 1986

1987 1986
(Note 8)

L T T e S TR Y T SN (i R T S e A - S $20,820,000 $39,814,000
Operating expenses:

Cost of operations, including in 1987 a gain

of 83:154,0000n0 sale of fixed assets | ... 28 it i i 18,133,000 41,432,000
General and administrative eXpenses ..............cccovverereecereeircennenns 2,363,000 3,426,000
Total-Operaliif BRpenSes - 0. 4 ik, e g, 20,496,000 44,858.000

Incoine (Loss) before other income. ... .50 e 2ii i fnaidunaii. 324,000 (5.044,000)
Other InCoMeL e OLe F) S0 it Rk e e L oms e o 1,473,000 657,000
Income (Loss) before provision for

(EEeeVerV Ol N edInEMaXes . e e 1,797,000 (4,387,000)
Provision for (Recovery of) income taxes (Note 5) ...........cccoviiiiiiinnn. 448,000 (2,355,000)
Income (Losil = mh nthiny. - o e b 4 o N e $ 1,349,000 $(2.032,000)
Income (LOSFPErShaRe: 15, . el il i e e s S 0.17 8 (0.25)

CONSOLIDATED STATEMENTS OF
RETAINED EARNINGS
For the Years Ended December 31, 1987 and 1986
1987 1986

Balance, begingingiof yeats. o o5 s et St s (e LU $10,991,000 $13,134.000
INCOMERT ORI ot lrns Bl Spmnet: i L puieet s i o i AR 1,349,000 (2,032,000)
Purchase of Sl aregiote SF . i s R e i b = e (15,000) (111.000)
Baldiicepent OF yREea ot Lt s o o dlnng. ot S B S S Sl $12,325,000 $10,991,000

The accompanying summary of accounting policies and notes are
an integral part of these consolidated statements.



CONSOLIDATED BALANCE SHEETS
As at December 31, 1987 and 1986

Assets

Current assets:
Cash and term deposits ..., U Ok N T ]
Accouits receivable{Notes 2:8Nd/9) . 7. e gt i st ettt
HoldbacKs recaisable TINOte D) ... iy i W bboibosn i i revssnssals s
Unbilled work . AR T g
Assets held for resa.le
S ags 4wl B ) o et il SO N I R o 1217 Shontd ST R

O e A - T S i A T e
Investmentin Monenico Limited (Note 1) ... tunnenosanss

Property and equipment:
Vo T T I T L e s B e S PN e o s !
{0 T R S W TSR T SO RN RN i e . S e R N s
Construction equipment
237 0 R AR o T SR e RS e AR e S R

Eess accumulateddepreciation ... ¥ i bl i At avessod
Net property.atdegnipmrent o Gn i S sl e
Goodwiil and otheridelenred chargest . il ol gl Tt fnah

Liabilities and Shareholders’ Equity

Current liabilities:

O O I s o gy v 2 i 3 s S s 2o Sl S o
ACCTULRRPIINES i e e e L R S
Income taxes payable ....... % A
Income taxes - current deferred e

Deferred contract revenue .............
Total clarrenEiablipes: o, o e L s R, et

Bl 108 INOE O AR - o el xR s e
Delsred M SARER G L. il e e T o vk i o e AR s

Shareholders’ equity (Note 3):
Share capital -
Authorized - 20,000,000 shares
without nominal or par value;
issued and fully paid - 8,076,454
shares (1986 - 8,092,754 shares)
Contributed SUTPIaS %, i s S8 g
Retalned earnitigs Wi 7l o i L A ek Y S

TatalshareholdersiBquity .00l d il s ke i ls, o

The accompanying summary of accounting policies and notes are
an integral part of these consolidated balance sheets.

Approved by the Board:

ﬁj %AJ‘V"\ Director

1987 1986
$16,670,000 $14.733,000
1,290,000 688,000
65,000 4,877,000
- 233.000
- 1,096,000
180,000 149,000
18,205,000 21,776,000
8,966,000 e
13,000 118,000
1,953,000 2,720,000
16,538,000 31,986,000
628,000 924,000
19,132,000 35,748,000
15,647,000 28,324,000
3,485,000 7.424,000
3,337,000 -
$33,993,000 $29.200,000
1987 1986
S 126,000 S 565,000
435,000 1.454,000
2,535,000 425,000
22,000 1,887.000
— 8.000
3,118,000 4,339,000
5,000,000 =
2,649,000 2,947,000
7,948,000 7,964,000
2,953,000 2,959,000
12,325,000 10,991,000
23,226,000 21,914,000
$33,993,000 529,200,000
Director

19



9. LONG TERM DEBT
The Company has a $5,000,000 term bank loan repayable over a period of up to seven years.
Interest rates vary from 2% to 1% over prime or LIBOR. A general assignment of book debts and the
common shares of Monenco Limited have been pledged as security for this loan. Principal repay-
ments will commence in 1991 at $1,250,000 per year.

10. BUSINESS SEGMENT INFORMATION

The Company operates in two industry segments: pipeline construction, and engineering
services through its 45% interest in Monenco Limited. The foreign geographic segment includes
principally, operations in Africa, Asia and Europe.

(5000)
Pipeline Engineering
Construction Services Consolidated

Industry Segments 1987 1986 1987 1986 - 1987 1986
REVETIUEE o st Momoaoe oot et 8 1 RS- S000 814 - THI4 DT o6 .= $20,820 $39.814
Operating income (1088) ..o 9 78 $(5.044) $ 281 S - $ 324 5(5.044)
Other O T, = o i s 2 BARATS CBRPRRET B = 8 - 51473 8 657
Provision for (recovery of)

come taxeshey S e 314 (2,355) 134 - 448 (2.355)
mchine (88} o et e L RS IR B2.052) Sagll? B = $ 1,349 §(2.032)
IdentiIADICASSELS ....coovicvcooior it e+ SOL,785 - 829,200 -$12,258 $. - $33,993 529.200
Capltal expenditare 20 . 8 L wnis - g 99045 958 g 8708 - 539
Depreciation and amortization ... § 805 § 2,189 $§ 905 § 2189
Geographic Canada us. Foreign Consolidated
Segments 1987 1986 1987 1986 1987 1986 1987 1986
Revenues ............. $13,947 822535 § 4,238 517279 § 2635 § - $20,820 $39.814
Operating

income (loss) ............... §(1,789) S(1,103) § 2,299 S(3,796) § (186) S (145 § 324 $§(5.044)
Other income, net .......... 1,473 657
Provision for

(recovery of]

income taxes ... 448 (2.355)

Income (108S) .oooccoocccvienen $ 1,349 5(2,032)

Identifiable assets ....... $32,810 821243 § 116 $6218 & 1,067 S 1,739 $33,993 529.200

11. CONTINGENCIES

Contingent liabilities include the usual liability of contractors for performance and completion
of construction contracts.



5.

INCOME TAXES
The provision for (recovery of) income taxes is comprised of the following:
1987 1986
o SR L T A e 1 A S A T N~ e e $2,711,000 = $(1,243.000)
Current deferred (1,865,000) (254,000)
L2 L G 8 R i By e R M 0 PSSR . (398,000) (858,000)

$ 448,000 $(2,355,000)

The following schedule reconciles the expected income taxes to the actual income tax provision

reported: 1987 1986
Expected income taxes (recovery) related to

pretax income (loss) at 50% (1986 - 50%) ..........cccoeveveee. § 759,000 $(2,194,000)
Amortization of tax benefit from scientific

research investment contract . - (375,000)
Effect of investment tax credits on research

and development expenditures ... - (3,000)
B s T T TS e e/ T SRR R el S g LS G S (311,000) 217,000
Provision for (Recovery of) income taxes ...................... $ 448,000 $(2,355,000)

RELATED PARTY TRANSACTIONS

During the year, $6,484,000 Cdn. and $4,500,000 U.S. (1986 - $3,000,000 U.S.) was loaned to
and repaid by the Company’s parent. There was $218,000 (1986 - $111,000) of interest earned on
these loans.

PENSION PLAN

The Company has a non-contributory defined benefit pension plan which covers its executive,
professional, administrative and clerical employees, subject to certain specified service requirements.
An actuarial valuation is prepared at least every three years.

Actuarial reports prepared during the year, which were based on projections of employees’
compensation levels to the time of retirement, indicate that the present value of the accrued
pension benefits and the net assets available to provide for these benefits, at market value, as of
December 31 are as follows:

1987 1986
Actuarial value of accrued plan benefits
Vested .. $2,393,000 = $2,075,000
Non-vested 14,000 111,000
$2,407,000 $2,186,000
Market value of Plan assets ..........c.iimiemisismmssiesiaees $3,169,000  $3.109,000

INTEREST IN MONENCO LIMITED

The 45% interest in Monenco’s income has been recorded in the Consolidated Statement of
Income (Loss) from the date of acquisition in the following captions:

1987
Revenues .. $ 14,987,000)
Operating expenses (14,736,000)
251,000
Provisionfor INCOMe IAXeS 55,0 sh U o A0 e it 134,000
Nebiaeome: gk sl bk sl O s Sl e S 117,000
The Company'’s share of Monenco's assets and liabilities is summarized as follows:
1987
Curreht asgels s 2 i el L AN $ 22,643,000
Fixed:assels .ol ink.a 3,242,000
Other long-term assets .. 2,452,000
Current liabilities ............ (11,904,000)

B ternviichi 2 Sl kL s ML e e S (6,787,000)
NeblaBaals: i s e e L pag o s $ 9,646,000



3.

NOTES TO CONSOLIDATED
FINANCIAL STATEMENTS
December 31, 1987 and 1986

INVESTMENT IN MONENCO LIMITED

On October 2, 1987, the Company acquired 45% of the common shares of Monenco Limited for
cash consideration of $12,162,000. Monenco Limited offers engineering, project management,
management consulting and advanced technology services in energy, industrial and resource
development to a wide range of national and international clients. The acquisition has been
accounted for as a purchase and Majestic's share of net income has been included in results of
operations from the date of acquisition. The allocation of the purchase price is summarized as
follows:

Investment I ModencoEImited . et s e U R i ekt $ 8,850,000
Goodwill, representing amount by which purchase price exceeds
fair value of investment in Monenco Limited net assets ............cccoovveeoeieesrenns 3,312,000
$12,162,000
ACCOUNTS RECEIVABLE

Abahsain Majestic Pipeline Company Ltd., of which the Company is a 49% participant, discon-
tinued its Saudi Arabian operation in 1985. The remaining expected proceeds of $970,000
(included in holdbacks receivable in 1986 — $1,157.000) on the discontinued operation are ac-
counts receivable.

SHARE CAPITAL

In 1987, the Company purchased 16,300 (1986 - 127,400) common shares on the open market
for 837,000 (1986 - $284,000). These shares were subsequently cancelled and the share capital,
contributed surplus and retained earnings accounts have been reduced by $16,000 (1986 -$126,000),
$6,000 (1986 - $47,000] and $15,000 (1986 - $111,000), respectively.

Certain key employees are granted options exercisable during the period of five years from the
date of granting, entitling the employee to purchase shares at a rate of 20% of the total optioned
shares per year on a cumulative basis.

No options were exercised or granted during the year. Options for 24,349 (1986 - 45,733) shares
at a price of $3.40 (1986 - $3.40) per share were cancelled during the year.

The “1985 Stock Option and Long-term Performance Incentive Plan” provides that 200,000
shares are reserved for issue upon exercise of stock options pursuant to the terms of the Plan, to
such employees and at such price as may be determined from time to time by the 1985 Stock
Option and Long-term Performance Incentive Plan Committee. On February 25, 1986, options for
27,000 shares under the Plan were granted at a price of $2.80 per share. Options for 3,000 (1986 -
5,000) shares at a price of $2.80 (1986 - $2.80) per share were cancelled during the year.

As at December 31, the following shares have been reserved:

1987 1986

Fog eptiong seatibed - oo . Saae Do SR S s RS 238,265 265.614
For fiure@poNs S 80, 0 ol e TR A A 279,981 252,632

518,246 518,246
OTHER INCOME, NET

1987 1986
Income from short-term investments .............ccocccevvceeniinnn. $1,715,000 $1,257,000
Interest income from loan to parent (Note 6) ...................... 218,000 111,000
Royalties from scientific research

investment contract ............ - 780.000

Amortization of cost of scientific research

Investiaent contract:F; 2.2 o O i e s - (1,250,000)
Foreign exchange gain (loss) (400,000) (233,000)
Interestexpenses ki L (78,000) (68,000)
R Pt e 18,000 60,000

$1,473,000 S 657,000




SEVEN YEAR FINANCIAL REVIEW

(in thousands except per share amounts and ratios)

For the years ended December 31 1987 1986 1985 1984 1983 1982 1981
Operating Results:
Revenues ..........oomin....$20,820 839,814 871,561 $57,379 $28,928 $136,420 $158,798
Gross income (loss)

from operations .............oume. 2,687 - (1,618) 4,612 (259) (4.619) = 19,134 34,748
General & administrative

EXPEDEES Gl incsoivnrs Bl HOBS - 23426 3,340 3.183 4,346 5.104 6.003
Other income net. .......o..n0 - 1,473 657 - 2,143 . 3,184 . 2,569 1,791 1,105
Income (loss) before

Ineometaxes., cadpind. i . 1,797  (4.387) 3415 (258) (6.396) 15,821 29,850
Provision for (recovery of)

IRDOME taXeS oo oot - 448 (2,355) 1,209 & (1,057)- '.(3,655) 7,624 15,025
Income (loss) from

continuing operations ... 1,349 ~ (2,032) 2,206 799 (2,741) 8,197 14,825
Loss on discontinued operation ... - - (4,076) (1.892) - - -
Net income (10SS) ..coccooorvirrrrnerrerireeneeen 1,349  (2.032) (1.870) (1.093) (2,741) 8,197 14,825
Income (loss) from continuing

operations per shate ... 0,17 (0.25) 0.27 0.10 (0.33) 0.98 177
Net income (loss)

per common share ... 017 (0.25) (0.23) (0.13)  (0.33) 0.98 177,
Weighted average common shares

outstanding used in per share

caleBtlons il s s 8,078 8,197 8,222 8,397 8,393 8.378 8.360

Balance Sheet Data:
Total assets ... 533,993 829,200 834,575 839.130 $43.544 8 55,258 - $68,518
Cash and term deposits ............. 16,670 14.733 14,878 17.560 20,210 31,908 18,774
Chrrentagstis <0 o imns s 18,205 21,776 23,402 23,599 = 28,405 36,242 50,115
Current liabilities ... 3,118 4339 6,793 7.360 5,949 14,628 29,337
Working capital .......... e 15,087 17,437 16,609 16,239 22,456 21,614 20,778
R e Tatins o T e TR} 5.0:1 3.4:1 3.2:1 4.8:1 2:5:1 1,7:1
Property and equipment - net ........ 3,485 7:424 113173 7710,233+ 12,294 15,187 17,757
Long-term debt ... 5,000 = ;. = v = =
Deferred income taxes nvireres . 24OR9 2,947 3.805 5,593 5,611 5,986 4,364
Shareholders’ equity ............... 23,226 21,914 23,977 26,177 31,984 34,644 34,817
Shareholders’ equity

per common Share ... 2.88 2.71 2.92 3.17 3.81 4.13 4.16
Other Information:
Net income (loss) as a

percentage of revenues ............ 65% (5.1)% (26)% (1.9% (9.5)% 6.0% -~93%
Net income (loss) as a percentage

of average shareholders’ equity .... 60% (89)% (74)%  (3.8)% (82)% 236% 54.2%
Net income (loss) as a percentage

of average capital employed ........ 48% (7.2)% (6.3)%  (3.2)%  (700% 205% 481%
Funds provided by (used for)

operating activities .................. $2,927 (81.689) (83.775) $4.419 (87.670) $21,555 $25,230
Additions to property

AN CQUIPMENT 3 2 ion i, 97 539 758 327 289 1.382 12,173




CORPORATE INFORMATION

BOARD OF DIRECTORS:

J. M. Bankes
Chairman of the Board of Directors,
Majestic Contractors Limited

J. B. Barber

Retired Executive,

Formerly Vice Chairman of the
Board and Senior Vice President,
The Algoma Steel Corporation

G. W. Clayton
President,
G. Clayton Associates Ltd.

A. J. Cressey

President and Chief Executive Officer
Majestic Contractors Limited and
Chairman of Monenco Limited

J. E. Maybin
President,
Colmac Energy Inc.

D. B. Perini

Chairman of the Board

President and Chief Executive Officer
Perini Corporation and Director of
Monenco Limited

OFFICERS:
J. M. Bankes
Chairman of the Board

A. J. Cressey
President & Chief Executive Officer

N. A. Harrison
Senior Vice-President, Finance and
Administration

G. M. Oswald
Senior Vice-President, Pipeline
Operations

M. L. McKimmey
Vice-President, Engineering

L. G. Wasylynchuk
Vice-President, Comptroller and
Secretary

=4%® The Jasper Printing Group Ltd.

TRANSFERAGENT AND REGISTRAR:

Montreal Trust Company
Calgary and Toronto

STOCK EXCHANGE LISTING:

The Toronto Stock Exchange
(symbol MJC)

BANKERS:
The Royal Bank of Canada

AUDITORS:
Arthur Andersen & Co,

OFFICES:

Corporate

P.O. Box 8205, Station “F”
Edmonton, Alberta, Canada
T6H 4P1

Telephone: (403) 955-7167
Telex: 037-41558
Telecopier: (403) 955-7160

Majestic Pipeliners

G. M. Oswald

President

P.O. Box 8205, Station “F”
Edmonton, Alberta, Canada
T6H 4P1

Majestic International
Contractors Limited

G. M. Oswald

President

P.O. Box 1179

Thirty Cedar Avenue
Hamilton, 5-24 Bermuda
Telephone: (809) 295-2244
Telex: 3223

Monenco Limited (45%)

Dr. J. K. C. Mulherin
President & C.E.O.

2045 Stanley Street

Montreal, Quebec, Canada
H3A 2V4

Telephone: (514) 499-3300
Telex: 055-60735 Monenco Mtl
Telecopier: (514) 499-3223



.i“.fmoq'

il
,.‘,mlnr\‘m oﬁ






