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Caover photographs wiuslrale sefecled aclivilies of
AGRA’s four operating groups

| Engineering Group —

{Top} Hardy BBT Limited provided matenais
consulting, inspecton and testing services for
evalualicn and rehabilitaton of the dock
substructure which now supports the Pan Pacilic
Hotel and Conventon Centre at Canada Place in
Vancouver The dock was originally built in 1927
and its resloration inciuded rhe first Canadian use
of silica fume sholtcrete,

2 Foods Group —

(Bottom leh) Product slability 15 conslanily
monilored in Research Foods' Canpra labaratory
3 Community Service Group —

{Bottom centre) Rudy Blair operates a conlrol paned
for nelwork raco programming at CKO's Toromo
station

4 Cybermedix Group —

(Battom nght) Burt Schenk adjusis a satellite
recenwving dish Jocated at Cablener's Butlington
head-end

AGRA Industries is a diversified Canadian company
comprised of four broad-based operating groups. The
Engineering Group is engaged in professional engineering and
specialized construction work as well as in land development. It
also operates an architectural precast concrete plant, a
fibreglass reinforced plastics plant and a specialty steel
fabricating plant. The Community Service Group operates
airport duty-free shops, and provides radio broadcasting
services, wholesale newsmagazine distribution and insurance
brokerage services. The Foods Group manufactures bulk
specialty ingredients for the snack food and baking industries
as well as several branded retaiil food lines. The Cybermedix
Group operates medical diagnostic laboratories and cable
television systems. AGRA is a public company whose shares
are traded on the Toronto and Montreal Stock Exchanges. A list
of AGRA's subsidiary companies and their locations is shown
on the inside back cover of this report.

Annual Meeting

The annual meeting of shareholders will be hakd at
2:30 P.M. on Wednesday, January 27, 1988 in the
Governor General's Suite in the Hilton Intemationa:
Hatel, 145 Richrnond Street Waest, Toronto. If you
canngt be presem, please vole by proxy
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Corporate Highlights 1

1987 1986
Operations
Revenue $ 207,797,630 171,499,342
Earnings from operations” 8,774,436 6.340,075
Net earnings 7,291,023 2,319,755
Per Share
Earnings from operations* $ 1.32 1.15
Net earnings
Before extraordinary items 1.04 .59
After extraordinary items 1.10 .42
Fully diluted earnings
Before extraordinary items 92 .59
After extraordinary items .95 .42
Dividends — Class A .20 .20
— ClassB 24 .24
Equity 13.99 13.65
Other
Average shares outstanding 6,631,381 5,498,867
Return on equity 8% 3%
Working capital $ 42,507,771 38,356,537

* Excludes extraordinary ems, discontinued and U S cable operations

Shareholders' Equity
$100.000.000

S8 000.000

$60.000.000

$40.000.000

$20.000.000

7879 80 81 ‘82 83 84 ‘85 B6 A7



Ellesmere Developmenls’ new hotel in Grand
Cayman was officially opened April 23, 1987 The
hotel i1s operated by the Hyalt Corporation under a
managemenl contracl




B B Tarchimsky

Presider

Report to the Shareholders

Financial Results

Fiscal 1987 ended for AGRA on July
31, 1987 with consolidated revenue of
$207.797.630 compared with
$171.499.342 last year. After allowing
for full taxes. but before our U.5. cable
television operations and before
extraordinary items, consolidated net
earnings lrom operations came in al
$8.774,436 or $1.32 per share (based
on 6,631,381 shares outstanding). This
compares with net earnings from
operations lasl year (before U.5. cable
and extraordinary losses) of $6,340.075
or $1.15 per share (based on an
average of 5498.867 shares
oulstandingj. After deducting the U 3.
cable system loss of $1.854.100
{$3.110.400 loss last year). net
earnings dropped to $6,920.336 or
$1.04 per share ($3.229.675 or 59
cents per share last year), and after
adding net extraordinary gains lotalling
$370.687 (subtracting $909.920 ol net
exiraordinary losses last year) final net
earnings came to $7.291,023 or $1.10
per share compared with $2,319.755
or 42 cenls per share last year.

The $1.854.100 {(or 28 cents per
share) loss item is our share of the
operating loss of the U.S. cable
television system in Chicago up to
March 10. 1987 at which point our
interest in thal company was sold. A
sianificant extraordinary loss was also
incurred as a resulf of the sale itseif,
however this was more than offset by
an extraordinary gain realized late in
the fiscal year when our Cybermedix
subsidiary completed an initiat public
cfiering of its shares which became
listed for trading on the Toronto Stock
Exchange.

Summary of Group Performances

Both the Engineering Group and the
Community Service Group produced
significant increases in revenue and in
net earnings, however the Foods
Group slipped behind last year's
pertormance due primarily 1o
competlitive pressures. The branded
food line developed two years ago lor
the retail trade continued 1o build
steadily, and we have recently

developed several new products for
our industrial sector which should help
to get this group back on track.

Qur Engineering Group was busy
throughout the year and produced
Increases in both revenue and
earnings. We completed the
construction of our Hyatt Regency
hotel al the Britannia Resort and Goif
Club in Grand Cayman, as well as the
tirst 53 condominiums alongside the
hotel goll course. This activity and the
activity of our consulting and
contracting divisions resulted in
reasonably satisfactory progress for
the Engineering Group.

The pertormance ot our Community
Service Group was substantially ahead
of last year. Increases in revenue and
earnings were obtained primarily by
the excellent results from our duty-tree
operaticns in Toronto and Vancouver.
A major accomplishment was the
successful completion by Cybermedix
of an nitial public offering of its Class
B subordinate voting shares and
subseguent iisting of these shares on
the Toronto Stock Exchange. Starting
with lhis annual report we have
removed Cybermedix from the
companies included in our Community
Service Group and instead wilt report
on 1t separately under the heading
“Cybermedix Group".

Acquisilions and Dispositions

Qur Engineering Group completed
Iwo acguisitions during the year. We
purchasac all the shares of Hardy
Associales (1978) Lid. and also 50
percent of the shares of Vadeko
International Inc. Hardy is a well
established engineering company
which provides specialized consulling
services in the geotechnical. materiais
testing, envircnmental, geophys:cal
and chemical engineering fields.
Vadeko 1s a young company which
specializes in the design and
fabrication of computerized electro-
mechanical systems such as ndusinal
robots for autemated assembly and
pain! spraying systems. Both of these
acquisitions worked out well and we
are pleased with their initial results.



Total Revenue !

1987 1986
Engineering Group $ 126,022,956 111,380,114
Foods Group 31,856,446 32,041,797
Community Service Group 37,387,083 27.526,206
Cybermedix Group 50,420,000 43,657,000
Total Revenue'" $ 245,686,485 214,605,117

it AGRA s proporliohate share of revenue s inciuaed lor companes whch ae nal 100% owned ana lor

companies which ate frealed on an nvestment basis

1 the consohdated slaterments

Total Operating Income!"

Engineering Group

Foods Group

Community Service Group
Cybermedix Group

1987 1886
9,671,754 8.070,718
2,895,407 3,822,550
1,764,085 (632,044}

11,070,000 9.676.000

Total Operating Income'"

$ 25.401,256

20,937,224

(1) Ali operating income igures shown are pelore interest 1axes mscontinued and extraotainary items In
cases where AGRA holds less than 100% of a company operatng ncame hgures shown include anty

AGRA s proporlionale share

Consolidated Revenue

£720 000 000 208

$200 000 000

180 000 000

$1600 000 000

5140 000 000

$£170 000 000

‘83 ‘84 85 '86 87

Consolidated Earnings —

Belore Extraordinary
and Discontinued ltems

£10 00 )
£10 D00 00 88

38 000 DOG

So 000 000

L4 000 GO0

82 000 DDG
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Cybermedix sold its 50 percent
interest in the Chicago cable system
and also purchased a group of medical
laboratories in Rochester, N.Y. at
mid-year. This will extend its medical
laboratory operations in the United
States and should provide increased
economies of scale in this division.

Subseguent to the year-end, our
Foods Group acquired all the shares of
Dixie Lee Food Services Inc.. a
ranchiser of the Dixie Lee chicken and
sealood restaurant chain. This
company presently franchises 60
restaurants in various smati
communities of Ontario and British
Columbia and is ready to expand in
other parts of the country. Aliders
Internaticnal was the successful bidder
for the duly-free shop concession In
Calgary's international airport and
expecls 10 take over in November ot
1987. Early in the new year CKO
Radio purchased the Newsradio
division from Maclean Hunter. This
operaticn provides news services 1o
approximately 119 radio stations
across Canada on a confraciual basis,
and should result in a substantial
enhancement of CKO's operating
income.

Public Financing

Near year-end, Cybermedix
completed an initial public offering of
3.000,000 Class B subordinate voting
shares of which a block of 2,200,000
shares was issued from treasury and a
block of 800,000 shares was sold by
AGRA as a secondary issue. The
shares were sold for $7.75 each,
generaling a total of $23,250,000. After
paying all expenses associated with
the sale. Cybermedix received net
proceeds of approximaltely $15,800,000
and AGRA received net proceeds of
approximately $5,800,000. As a result
of the sale, AGRA's equity interest in
Cybermedix dropped 1o 52 percent.

Changes in Directors
Mr. D.H.C. Beach retired from the

AGRA board in 1987, having reached
the mandatory retirement age of 70.

Dexter Beach was one of the original
founding directors of AGRA and served
from the very beginning of our
company in 1959. He also served for
many years as an AGRA employee
and contributed a great deal of his time
and wisdom for the benefit of our
company. To replace Mr. Beach, the
shareholders elected Mr. Edward J.
Kernaghan to cur board. Mr.
Kernaghan is the president and senior
shareholder of Thomson Kernaghan &
Co. in Toronto. He is a major investor
in AGRA and we look forward to his
experience and assistance in the
deliberations of our board.

Outlook

Fiscal 1987 was indeed a busy and
eventful year for AGRA. We
accomplished many things, such as
the completion of the Britannia Resort
hotel in Grand Cayman, the sale of our
U.S. cable television system in
Chicago and the spinning off of our
Cybermedix division into a public
company in which we continue to hold
a major position and whose shares are
hsted on the Toronto Stock Exchange.
We have many more projects for fiscal
1988. These include a construction
start of the vanadium extraction plant
in Fort McMurray. Contain-A-Way's
major expansion into California,
integration of the duty-free operations
at Calgary's international airport into
our Allders subsidiary, and the
development of our newly acquired
Dixie Lee franchising company as well
as several additional new projects. We
expect to show significant progress
again in 1988,

Sincerely yours,

e

B.B. Torchinsky,
President
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1987 1986

$ 121,938,709 101.097.333
3,029,186 2,344,970
2,953,873 612.265

Opposte) Camrec Faciibes Consultants was
esponsible for development planning and design
of all the pools and water treatment systems for
~Norld Walerpark located at the West Edmonton
Mall in Alberta Complete with 6 foot waves, palm
Irees. relaxing beaches. whirlpocls and many novel
water shides up 10 75 feet high this is the largest
ngoor water theme park in the world

Top) Giant reinforcing cages weighing 36 tons
‘equire two cranes t¢ It into huge caissons. 12 leet
ndiameter and 130 feel deep. installed by Frontier
Foundations far the underground bus

ransportation project threugn downtlown Sealtle

Bottom left) Moore & Taber prowided geotechnical
ngingenng and constryction managemenl for a
sea clif stabihzation project in Cabfornia

Bollem nght) Coast Steei Fabricators' special
Jf0ieCt group 1s compieting consltuchon ot ihe
‘olaing dome enclosute for the 100 mullion dotlar
N M Keck cbservalory located 14 000 ft above
sea 'eve! on top of Mount Mauna Kea in Hawan
The observatory will boast a 10-metra telescope
'he largest and most powertul .0 the wertd and wl
seopetated jointly by the University of Calilarmia
*Tallech

Engineering Group

Total revenue for fiscal 1987
increased to a record $121,939.000
compared with $101,097,000 last year.
Operating income belfore allowing for
taxes and interest costs as well as
discontinued and extracrdinary charges
was $9,672.000 compared with
$8.071.,000 last year. After deducting
interest charges and allowing for full
taxes, net earnings increased to
$3,029,000 compared with $2,345,000
last year. A small extraordinary loss of
$75,000 brought final net earnings for
the current year to $2,954,000
whereas an extraordinary loss of
$1,733.000 last year brought finai net
earnings to $612.000. The extraordinary
loss last year refated to costs incurred
from shutting down two unproductive
operations,

The consulting engineering division
showed considerable improvement
over last year. The geotechnical
division in particular showed excellent
resulls. This division includes Sergent
Hauskins & Beckwith as well as Moore
& Taber in the U.S., and the newly
acquired Hardy Associates (1978) Ltd.
in western Canada which was merged
with our own BBT Geotechnical
Consultants to form Hardy BBT
Limited. Our highways design division,
Torchinsky Consulting, recently
changed its name to Torchinsky
Engineering. This company once again
produced gratifying resulls as it has
consistently done over the years.
Camrec Facilities Consultants also
enjoyed a good year while the newly
acquired Vadeko International got off
to a slow starl, bul picked up several
interesting projects late in the year
which should blossem in the future.
Qur Canadian International Power
company and The Cambrian
Engineering Group, which includes
Quan, Carruthers, King & Quan,
improved their operaticns in 1987 but
did not perform as well as expected
because of late-starting projects.
Several of these are now rolling

however, and the cutlock for
considerable improvement next year is
clear.

The construction division had a
reasonably good year, particularly in
western Canada where Western
Caisscns once again turned in good
results. Frontier Foundations
performed well in Seattle where it
successiully completed the largest
single foundation contract in our
company’s history {$15,000,000). This
contract also included the largest
caissons ever installed by cur
company {12 feet in diameter and 130
feet deep).

We completed construction of the
new hotel at our Britannia Resort and
Golf Club in Grand Cayman, and it
turned cut as beautiul and elegant as
anticipated. Unfortunately the
completion schedule ran a tew months
late so we missed a major part of the
winier season’s operations, However,
indications are very good for high
occupancy levels at good rates next
year, A total of 53 condominiums were
completed adjacent lo the golf course,
and while many of these were sold by
year-end, the rate ol sales has not
been as brisk as anticipated,

The Engineering Group is entering
1988 with a much increased backlog of
work over previcus years. This
includes the design of a new
pharmaceutical plant in Canada, two
new edible oil plant studies for private
clients in India, a physical refinery
project for a client in Norway, operating
assistance for electrical utilities in
Guyana and Belize, a study for a
60MW power plant in India, and a
substantial increase in activity on the
300 MW Shand power plant
construction in Saskalchewan. We look
forward to continuing improvements in
operating results from our Engineering
Group next year.
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1987 1986
$ 31,856,446 32,041,797
1,412,607 1.753.868
1,412,607 2,576,653
(Opposite. ngniy Gas chromatograpny is usid 1o
analyse vilamin content of a sample in Research
Foods laboratory by lab lechmician § Datta

{Top lel) W J Latave & Sons main plantis in

51 Jerome. Quebec st norh of Montreal Tng
plant sits on 7 acres and has an area of 65 000
square feet

(Bottom left} Some of the products produced by
Research Foods through s Maple Hill Fopds and
Canpro Laboratory divisions

Foods Group

Our Foods Group includes W.J.
Lafave & Sons Ltd., Research Foods
Limited with its two divisions, Canadian
Prolessional Laboratories (Canpro) and
Maple Hill Foods. and Contain-A-Way
Ltd., our beverage container recycling
operation in Alberta. Consolidated
revenue of $31,856,000 fell behind last
year when revenue reached
$32,042,000. Net earnings alsc slipped
with $1,413,000 recorded for the year
compared with $1,754,000 last year.
There were no extraordinary items in
the current year, however a special
gain from the sale of a surplus building
increased last year's tolal net earnings
to $2.577.000.

Research Foods produces
ingredients for snack and convenience
foods and manufactures a line of retail
products under its Maple Hill Foods
label. Through Canpro Laboratories the
company provides consulting and
testing services to the food industry
and also preduces specialty
pharmaceutical products particularly for
the dental profession. W.J. Lafave is a
major processor of ingredients for the
baking industry. This year saw a
modest improvement in Lafave’s
performance and we expect this trend
lo continue through next year.
Contain-A-Way supervises the
recycling of containers tor the
soft-drink industry as well as for all
liguor and wine bottles in Alberta. The
company operated satisfactorily
throughout the year.

The reduction of total revenue and
net earnings was caused primarily by
increased competition in the industrial
side of Research Foods' operations.
The domestic market in this area has
been static but we were able to offset
this to some extent by increasing

emphasis on the export of bulk
specialty products to a growing Pacific
Rim market. Also, new products
recently developed for the fast food
industry have shown encouraging
results.

Another cause of reduced profits
was the start-up cos! associated with
Canpro’s entry into the pharmaceutical
market, ail of which was written off
during the year. Canpro Laboratories
now produces a line of products
primarily for the dental profession and
is slated for major growlh and
expansion as it increases its role in the
pharmaceutical and health care
industry.

Research Foods recently acquired
all the shares of Dixie Lee Food
Services Inc., a franchiser of Dixie Lee
chicken and seafood restaurants
throughout Canada except in eastern
Quebec and the Maritimes. Dixie Lee
atso owns the franchise name
throughout the United States. At
present the company has 45 fast food
restaurants franchised in Ontario and
in addition 15 restaurants franchised in
British Columbia. The company has
been well established in Canada for
many years, but has grown very
slowly. It is now in a good position to
expand in many pans of the country
and we believe our Foods Group is
well equipped to properly manage this
expansion.

With increased activities in the
production of specialty food products
for the retail market, in the
pharmaceutical industry and in the
franchising of fast food restaurants, our
Foods Group is expecled to show
considerable growlh over the next few
years.
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Net Earnings




1987 1986
$ 54,002,475 38,360,212
433,543 (788,163)
433,543 (788.163)
(Opposite) Allders newly opened duly-liee shop ir
downtown Vancouver contains nearly 10 000
square leel ol ¢ ay area and includes a broad

range of gift 1 as an
entire d ¢ lo the
nofmal inven|ory wrlume. lobacco and hquor
producls

{Top} Eva DiGiacinlo broadcasts the aflernoon
Iralfic report on CKO Radio

{Bottom) In addion 10 magazines and paperback
books, General News also distribules specialty
lines such as this display of battenes

Community Service Group

The Communily Service Group
includes Allders International (Canada}
Limited in which we hold a 51 percent
interest and which operates all the
duty-free shops at the international
airports in Toronto and Vancouver. |t
also includes W.T. McMullen &
Associates Inc., which is the new
name of our insurance brokerage
subsicdiary in which we hold a 49
percent interest as well as General
News, our wholly-owned newsmagazing
distributor in southern Alberta, and
CKO Radio Partnership, our all-news
radio broadcasting network across
Canada.

This year, tor the lirst time, we
removed Cybermedix and all its
operations from the Community
Service Group and placed them into a
separate new group. which we will call
the Cybermedix Group. We did this to
clarity our reporting system and we
believe this to be panicularly apropos
in view of the fact that Cybermedix has
recently been spun oft as a publicly
held company in which AGRA retains a
majority interest.

Total revenue for the Group reached
$54.,003,000 compared with revenue of
$38,360,000 last year. The large
increase was due primarily to the
substantial growth of Allders’ duty-free
shop operations both in Toronto and in
Vancouver. We can expect additional
growth from Allders next year since
they recently completed an entarged
and enhanced duty-free shop with a
special duty-paid section as an added
teature In downtown Vancouver. In
addition, Allders will take over the
duty-free shop at Calgary's international
airport in November, 1987, having
successfully out-bid other compelitors.

Operating income of the Community
Service Group continues 1o be
depressed by the losses incurred in
our CKO Radio operations. In spite of
this, total operating income bhefore

I

taxes. interest and extraordinary items
rose o 51,764,000 for the Group
compared with a loss of $632,000 lasl
year. After allowing for fuli taxes and
ali mnterest charges. net earnings for
the group were $433.000 compared
with a loss of $788,000 last year.
There were no extraardinary items in
the current year nor were there any
last year.

The substartial turnaround in
performance was due primarily 1o
Allders’ signiticant increase in revenue
and earnings as well as the steady
contributions of our General News
subsidiary and also of our insurance
brokerage company, W.T. McMullen &
Associates Inc. The name of the
insurance company was changed
during the year to properly reflect the
name cf our major partner who is in
charge of lhis operation.

The CKO Radie Partnership also
experienced significant revenue growth
in most marke! areas, however high
operating costs inhibited bottom line
improvement. In August, CKO acquired
the Newsradio division from Maclean
Hunter which provides a news-wire
and news-voice service fo 119
subscribing radio stations across
Canada. CKQO also agreed with
Maclean Hunter 1o apply to the CRTC
for an exchange of broadcasting
facilities in Toronto for which, if
approved, Maclean Hunter will pay us
$4,000,000. We project operating
losses for CKO to decline substantially
in fiscal 1988 with breakeven following
in one 1o two years time. All operating
losses incurred in developing CKO
Radio have been written off over the
years. Once this operation turns
around, AGRA will hold a very valuable
asset which is not presently reflected
in our balance sheet.
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Revenue'"

Earnings Before Discontinued
and Extraordinary ltems

Net Earnings'®!

{': Since Cybermedix 1s nol consoldatled in AGRA'
annual statement 1s revenue ligures are nol it
n AGRA's conschdaled revenue




1987 1986
$ 69,931,000 60,592,000
5,423,000 4,805,000
2,491,000 (81.000)
(2) Nel earmings hgures shown are pro-rated o
reflecl AGRA's actual share
(Opposite) Donna Lynn Doucelle prepares a
sample for analysis by the “Paramax” Analyzer al

Cybermedix’s ce aboratory in Torgnto This
machine can pto 32 different chemislry 1esis
al a rate of up to 600 lests per hour

(Top left) CMX Health Labs' new cential laboratorny
in Wesl Amherst. New York

(Boltom lef1) Bnan Knalchbull and Debbie Burke on

location in Cablenet's new mobile cable TV unitin
Qakville

Cybermedix Group

The Cybermedix Group is comprised
of a medical diagnostic laboratory
division and a cable television division.
AGRA's share (72%) of Cybermedix's
total revenue for the year reached
$50,420,000 compared with
$43.657.000 last year. Qur share of
operating income belore deducting
interest ¢charges. taxes, discontinued
and extracrdinary items was a
substantial $11,070,000 compared with
$9.676.000 last year. After deducting
interest costs and allowing for tull
taxes, our share of earnings was
$3,899.000 in the current year,
compared with $3,029,000 last year.
All of these figures do not include the
losses incurred from discontinued
operations of the U.S. cable system in
Chicago, nor do they include the
extracrdinary loss incurred when
Cybermedix's interesl in the U.S. cable
system was sold near the end ol the
year. After allowing for these losses
and alsc after allowing for the
extraordinary gain from the public
issue of treasury shares and sale cf
some of our Cybermedix shares,
AGRA's share of the final net earnings
was 32,491,000 compared with a lcss
of $81.000 last year.

The decision fo sell our U.S. cable
interest in Chicago was made near the
end of the year because the company
was making slow progress, operating
losses were very high, and the cngoing
requirements to maintain the project
represented a heavy drain on our
human and financial resources.

The sale of Chicago cable produced
a very large accounlting 1oss of
$12.049.000 for Cybermedix. In spite
of this, your directors felt it was a good
decision because as a result of the
sale hoth Cybermedix and AGRA were
released from all direct and indirect
habilities for the systern and

Cybermedix received $15,000,000 {U.S)

13

in cash. The sale also cleared the way
to take Cybermedix public and a
successtul initial public offering was
completed by year-end.

From AGRA’s point of view, our
share of the accounting loss created
by the sale of the Chicago cable
system {$8.681.000) plus cur share of
the operating loss of the cable system
for the year ($1.854.000). was mostly
olfset by our special gain from
Cybermedix’'s successful share issue
and from the sale of our 800.000
Cybermedix shares ($9.127.000).
Conseguently, we ncw have the entire
Chicago problem behind us and
Cybermedix is in an excellent positicn
to continue building what is now a very
healthy operation.

Fiscal 1987 was a challenging year
lor Cybermedix’'s medical laboratory
division due to rising costs and minimal
rale increases. To coffset the resulting
pressures on operating margins.
Cybermedix invested heavily in mare
efficient premises and more automated
equipment. The U.5. medical
diagnoslic division moved inlo a newly
constructed laboratory building in West
Amherst, N.Y. to accommodate its
rapid growth and extensive renovations
were carried out at our central
laboratory in Toronto to previde for
future growth in Canada. A new group
of laboratories in Rochester. N.Y. was
acquired in December, 1986 which
brought us into the fields of veterinary
medicine and environmental testing.
and further acquisitions to improve
economies of scale are planned for the
future. The Canadian cable television
division, which now serves 180.000
subscribers, also had a good year. and
sleady growth in revenue and earnings
are expected in the new year, aided by
growth in the relatively new field of
cable television advertising.



14 Financial Review

Revenue

Consclidated revenue increased 21%
during the year to $207.798.000 from
$171,499.000 last year. Engineering
Group revenue increased o
$121.939,000 from $101.097.000.
Communily Service Group revenue
increased to $54.003.000 from
$38.360,000. while Foods Group
revenue remained steacy at
$31.856.000 compared to $32.042,000
iast year. You will notice in the
President's report to shareholders that
our proportionate share of revenue
from all companies in which we own an
nterest is $245.686.000.

Earnings

Net earnings for the year increased
sharply 1o $7,291.000 {$1.10 per share
based on 6,631,000 shares outstanding)
from $2.320.000 (42 cents per share
based on 5,499,000 shares outstandingl
last year. The results include a net
extracrdinary gain of $371.000 (6 cents
per share) this year compared to a net
extracrdinary loss of $910,000 (17
cents per share) last year. As well, a
loss of $1.854.000 (28 cents per share)
argse from our U.S. cable television
operation compared with a loss of
$3.130.000 (56 cents per share) last
year. Furlher losses have been
elminated by the sale on March 10,
1887 of this cable operation.

The extraordinary items during the
year consisted of a gain of $2.318.000
{after taxes of $1,111.000) ansing from
our sale of 800.000 shares of
Cybermedix. as well as an increase of
$6.809.000 in the beck value of our
investment in Cybermedix which
resulted from their issue of 2.2 million
shares from treasury. A loss of
$8.681.000 resulting from our share of
the sale of Cybermedix's partnership
interest in a U.S. cable television

system, and losses of $75,000 arising
from discontinued operations reduced
the nel extracrdinary gain to $371,000
for the year.

The significant thing about this year's
earnings per share 1s that earnings
from our on-going operations increased
from $1.15 per share to $1.32 per
share even though the average shares
outstanding during fiscal 1987 were
20% greater than last year.

Financiat Position

Working capital continued 1o increase
to $42,508.000 versus $38.357.000 last
year. Two significant items during the
year were the raising of approximately
$5,800.000 on a secondary offering of
800,000 Cybermedix shares. and a
long-term advance of $6 million to
Ellesmere Developments 10 assist In
the financing of our Cayman Islands
project. In accordance with
pronouncements of the Canadian
Institute of Chartered Accountants, the
Statement of Changes in Financial
Position has been replaced with the
Statement of Changes in Cash Position
to better reflect the Company's cash
pesition. While the likes of inventory
and accounts receivable are working
capital items, there is a period of time
betore they will be turned into cash.
Our year-end cash positicn of
$6.395.000 is somewhat better than
last year's $5.691,000 and is
represented by cash and short-term
investments of $14.098.000 less bank
indebledness ot $7,703.000.

Long-term debt advanced 1o
$19.609.000 from 517.488.000 last
year. Our Iong-term debt is in a healthy
state when you consider we have
equity in the books of $33,100.000.

As is the case in mosl companies
which have held assets over many
years, AGRA's statement includes
certain assets whose underlying value
substantally exceeds the book value.
One such major example is our equity
investment in 6.258.000 shares of
Cybermedix which is included in
“Investment in Non-consofidated
Entities” at a book value of $18,285,000.
This investment was demonstrated 10
have a value of 348.499.000 on July
21, 1987 based on the market value of
$7.75 per share at which price
Cybermedix shares were listed on the
Torontc exchange and 3 million shares
were sold. While the market price
fluctuates daily. this is an example of
an asset which has grown very
substantially since s acquisition,
producing an underlying vaiue far in
excess of book value.

With shareholders equity
approaching $100 mullion. a working
captal position of 2 to 1, and an
excellent debt 1o equity ratio. AGRA is
well positioned to continue its growth
o the future.

T. A. McLelian,

Executive Vice-President
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(Top) Beer Precast Concrele manufactured 1ne
pre-casl wall panels including laclory inslalied
pre-glazed window sashes lor the Canterbury
Green project n Stamiord. Connecticut This maje!
structure inlegrates a 14 slory allice lowet ang
commercial retail space with two residenlial wings
The project 1s a beaulitul example of skilllul design
blending the old and 1he new wherem the
Eprscopal Chutch became a pariner in the
developmen of its property

(Boltem) A typical panel destined for the
Canterpury Green project s examined in Bees
Precast s Toronto plani
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Auditors’ Report
To the Shareholders

We have examined the consolidated balance sheet of AGRA Industries Limited as
at July 31, 1987 and the consolidated statements of earnings. retained earnings and
changes in cash position for the year then ended. Cur examination was made in
accordance with generally accepted auditing standards, and accordingly included such
tests and other procedures as we considered necessary in the circumstances.

In our opinion, these consolidated financial statements present fairly the linancial
position of the company as at July 31. 1987 and the resulls of its operations and the
changes in its cash position for the year then ended in accordance with generally
accepted accounting principles applied on a basis consistent with that of the preceding
year.

QQ So e \\MJ;M « %Lua

Auditors
Saskatoon, Canada
September 25, 1987
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Consolidated Balance Sheet

July 31. 1987

1487 1986
Assels
Current
Cash and short-term investinents $ 14,098,170 10.476.744
Accounts receivable 38,855,049 32.837.961
Inventory and contracts in progress 25,641,974 19.703.607
Loans to non-consolidated entities 4,104,590 7.810.000
Other {Nole 3) 2,665,834 3542678
85,365,617 74,370,990
Investments
Non-consolidated entities (Note 4) 34,172,252 30,019.352
Other — at cost (Note 5) 2,915,003 4.337.365
37,087,255 34.356.717
Fixed
Land 3,753,500 3.809.326
Buildings 14,108,622 13.671.041
Equipment 37,225,263 35,463,469
55,087,385 52,943,836
Less accumulated depreciation 22,562,409 21,593,144
32,524,976 31,350,692
Other
Excess cost of shares of subsidiaries acquired 4,997,848 4.929.592
$159,975,696 145.007,9N

On behait of the Board

e

B. B. Torchinsky
Director

Ol

T. A. McLellan
Director



19687 1986
Liabilities
Current
Bank indebtedness (Note 6) $ 7,703,571 6.909.506
Accounts payable 26,602,830 24,780,165
Income taxes payable 2,346,907 -
Current portion of long-term debt (Note 7) 4,666,993 3,536,101
41,320,301 35,225,772
Deferred income taxes 1,537,545 788.681
42,857,846 36,014,453
Long-term Debt (Note 7) 19,608,722 17.487.640
Deferred income Taxes 1,028,834 -
63,495,402 53,502,093
Minority Interest 3,379,697 1,496,807
Shareholders’ Equity
Share capital (Note 11) 32,471,638 31,934,435
Retaired earnings 58,776,101 52,979,320
91,247,739 84,913,755
Adjustment from translation of foreign currency 1,852,858 5.095,336
Total Shareholders' Equity 93,100,597 90,009,091

$159,975,696

145,007,991

19
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Consolidated Statement of Earnings

Year Ended July 31, 1987

1987 1986
Revenue {Note 19) $207,797,630 171,499,342
Expenses
Cost of sales and services, selling,
general and administrative 185,365,634 155,390.785
Depreciation and amortization 4,484,401 3.266.653
Interest on long-term debt 2,343,780 2,228.961
Other interest 544,920 554,943
192,738,735 161,441,342
Earnings before the following 15,058,885 10,058,000
income taxes {Note 14)
Current 4,334,783 1,739,085
Deferred 3,237,334 3,107,150
7,572,117 4,846,235
7,486,778 5,211,765
Minority interest (1,882,890) (671.223)
Earnings of non-consolidated entities
otherthanU.S. cable operation 3,170,548 1.799.533
Earnings before U.S. cable operation
and extracrdinary items 8,774,436 6,340,075
Non-consolidated U.S. ¢able operation (1,854,100) (3.110.400)
Earnings before extraordinary items 6,920,336 3.229.675
Extraordinary items (Note 12) 370.687 (909,920)
Net earnings $ 7,291,023 2.319.755
Earnings per share (Note 15)
Before extraordinary items $1.04 59
After extraordinary items $1.10 42
Consolidated Statement of Retained Earnings
Year Ended July 31, 1887
1987 1986
Balance, beginning of year $ 52,979,320 51.838.502
Add net earnings 7,291,023 2,319,755
60,270,343 54,158,257
Less dividends paid 1,494,242 1.178.937
Balance, end of year $ 58,776,101 52,979,320




Consolidated Statement of Changes in Cash Position 21
Year Ended July 31, 1987
1987 1986
Cash Provided By (Used In}
Operating Activities
Earnings before extraordinary items $ 6,920,336 3,229.675
ltems not affecting cash flow 7.933.735 B.095315
Decrease (increase) in non-cash
working capital
Accounts receivable (3,133,092) (6.990,908:;
Inventory and contracts in progress {4,563,9686) (6.416,458)
Other current assels 38,716 (131,286
Accounts payable 180,541 5.980,779
Income taxes payable 2,403,653 (2.261.882}
9,779,923 1.505,235
Extraordinary items {528,358) (2,727 275}
9,251,565 (1.222.040
Investing Activities
Purchase of fixed assets {6,176,920) (9.128,054:;
Proceeds on disposal of fixed assets 1,645,405 803.719
Investment in non-consolidated entities (8.569.529) (5.171.482:
Acquisition of subsidiary operations (785.114) (60,934
Proceeds Irom investments 6,877,865 5.783.01
(7,008,293) (7.773.7201
Extraordinary items - 1.455.859
(7,008,293) (6.317.861
Financing Activities
Proceeds from long-term debt 2,857,442 3.697.786
Retirement of long-term debt (3.440,282) (9,003,563
Issue of share capital and options 537,203 20,472,600
(45,637) 15,166,823
Payment of Dividends (1.494,242) (1.178.937
Increase in Cash 703,393 6,447,985
Cash (Bank Indebtedness), beginning of year 5,691,206 (756,779
Cash, end of year $ 6,394,599 5,691.206
Represented hy
Cash and short-term investments $14,098,170 10,476,744
Olher deposits - 2.123.968
Bank indehbtedness (7,703,571} (6.909.5086}
$ 6,394,599 5,691,206




22 Notesto Consolidated Financial Statements

July 31, 1987

1. Summary of Accounting Policies

Principles of Consolidation

The consolidated financial statements include the accounts of

all companies in which the Company holds a controlling interest.

The equity method of accounting is applied to investments in
other entities.

Inventory and Contracts in Progress

Inventories used in determiming cost of sales are valued at the
lower of cost and net realizable value using the first-in. first-out
method. Engineering and construction contracts in progress are
recorded at estimated realizable value on the percentage of
complelion basis.

Fixed Assets

Land. buildings and equipment {including equpmen! under
capital lease) are stated at cest. Depreciation of buildings and
equipmen! has been recorded in the accounts on a straight-line
basis at rates providing for the amortization of cost of the
buiidings and equipment over their estimated useful life.

Excess Cost of Shares of Subsidiaries Acquired

For those companies acquired subsequent 10 Augusl 1. 1973,
the excess of the purchase price cver the net fair value of
identfiable assets 1s amortized cn a straight-line basis over
lorty years.

For those ¢companies acquired prior to August 1. 1973, the
excess of the purchase price over the net book value of the
underlying assets at date of acguisition is not being amaortized.
since in the opinion of management, no diminution of value has
occurred.

Foreign Currency Transiation

Transactions and balances in fareign currencies and the
accounts of the Company’s self-sustaining United States
operalions are translated into Canadian dollars using the
current-rate method in which assets and liabilities are translated
at the year-end exchange rate and revenues and expenses are
translated at average exchange rates. Gains and losses arising
from the translation of the financial statements of the foreign
operations are deferred in an "Adjustment lrom translation of
foreign currency” account in shareholders’ equity.

2. Acquisitions and Disposal

During the year the Company acquired the following:

100% of {he shares of Hardy Associates {1978) Ltd. for
$258,984 cash.

50% of the shares of Vadeko International Inc. for $155.000
cash and 15,367 Class B shares of the Company.

Effective March 10, 1987 Cybermedix Inc.. in which the
Company holds a 52.4% interest. disposed of its investment in
a U.S. cable television operation for U.S. $15.000.000 (Cdn.
£19,907.000) cash.

3. Other Current Assets

19687 1986
MNotes and mortgages
— current porlion $1.518.892 365,235
Prepaid expenses 1,146,942 1.053.475
Depaosits - 2.123.968
$2.665.834 3542678
4. Investments in Non-consolidated Entities
1987 1986
Cybermedix Inc. {Note 20) 318.285.402  22.887.402
Ellesmere Developments Ltd.
-— eqguity 3.552 489 2.381.050
— loans 7.540.000 1.540.000
CKGC Radio Partnership 3.408.172 2.233.812
Other 1.386.189 977.088
$34.172,252  30.019.352
5. Other Investments
1987 1986
Motes and maortgages
— long-term portion 52.436.680 3.415.842
Other 478.323 921,523
$2.915.003 4,337,365
6. Bank Indebtedness
1987 1986
Secured bank loans 55.000.840 4,818,908
Cheques issued and uncashed 2,702,731 2.090.598
57.703.571 6,909.506

The bank loans are secured by general assignments of
accounts receivable. inventory. contracts in progress and fixed
and floating charge debentures on certain fixed assets.



7. Long-term Debt

1987 1986

Maortgages. chattel mortgages
and obligations under capital
lease with interest rates
averaging 11.5% {maturity
dales to 1999)

Notes, agreements and loans
payable with interest rates
averaging 9.5% secured by
cerlain assels (maturity
dates to 1999)

$ 3.771.802 6.908.368

19.838.913 13.353.373

23.610,7t5  20.261.741

Less current portion 4,666,993 3.536.101
18.943.722 16,725.640

6v2% Convertible Subordinated
Debentures 665,000 762,000
$19.6808,722 17,487,640

Principal payments for the live succeeding years are:
$4,666,993: $3.299.424; $3,955.750; $749,012 and $4.695,252.

The debentures are unsecured. direct obligations of the
Company, maturing March 15, 1992, and are subordinaled to
the senior indebtedness of the Company. The debentures are
converlible untit March 15, 1992 on the basis of 76.923 Class A
shares and 76.923 Class B shares per $1.000 principal amount
of debentures. equivalent 10 a conversion price of $6.50 per
Class A and $6.50 per Class B share.

8. Lease Commitments

Minimum annual payments under long-term operating leases.
the Tongest of which will expire in 2003, for the five succeeding
years are: $12,891.000; $12,699,000; $12,573,000; $3,825,000
and $716,000. totalling $42,704,000. These commitments arise
primarily from a concession agreement with Transport Canada,
with respect to duty-free shops in the Toronlo and Vancouver
airparts.

9. Contingent Liabilities

Tne Company has guaranteed cerlain indebtedness and
covenants of affiliated companies in the amount of $28,584.000
and has guaranteed the cash flow of a hotel project for the first
five years of operation.

23

10, Dividend Restrictions

The Company Is subject 1o certain restrictions on the payment
of dividends as contained in the Trust Deed providing for the
6v2% Converible Subordinated Debentures and a loan
agreement with a Canadian charlered bank.

11. Share Capital

1987 1986

Authorized
Class A voting convertible
shares, wilhout nominal
or par value
Class B non-voting shares,
without nominal or par value
Issued and Qutstanding
2,398,999 Class A shares
4,256,490 Class B shares

$ 5651793
26.819.845

5,771.935
26,162,500

6.655,489 $32.471.638 31,934,435

Changes in outstanding shares during the year:

Class A Class B
Outstanding. beginning of year 2.464,366 4,127,792
Converted from dehentures 7.457 7.457
Conversions (78.049) 78.049
Issued for cash 5.225 27.825
Issued for investment acquired - 15.367

(65.367) 128.698
QOutstanding. end of year 2,398,999 4,256,490

At July 31, 1987 there were 1,500,000 Share Purchase
Warrants outstanding. each entitling the holder to purchase one
Class B non-voting share at a price of $13.375 at any time up
10 January 15, 1990.

At July 31, 1987 there were employee stock options outstanding
in respect of 5,850 Class A shares and 80,500 Class B shares
exercisable at a price not less than 90% of the market price at
the time the options were granied. These options expire at
various dates between 987 and 1991.

Curing the period January 1, 1988 to March 31, 1988 the
unitholders of the Cayman Hotel & Golf Club Partnership have
the right fo tender part or all of their 280 limited parnership
units on a one-time basis to the Company in exchange, and at
the option of the Company, for either 5,000 Class B shares of
the Company or U.S. $50.000 per unit.



