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Company Prolile

AGRA Industries Limited is adiversified Canadian company
dedicated to the development of assets through the application

of professional management to strategic business opportunities
including consulting engineering, niche manufacturing, con-
tracting, high technology, specialty foods, pharmaceuticals,
recycling, duty-free retail andresort development. AGRA markets
Canadian products from its broad portfolico across North America
and around the world. AGRA stock is traded on the Montreal and

Toronto stock exchanges.
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Corporate Highlights

1989 1988
Operations
Revenue $247,088,655 231.116.392
Net earnings 56,799,544 7.774,850
Per Share
Net earnings
Before extraordinary items {.43) 46
After extraordinary items .90 58
Fully diluted earnings
Before extraordinary items [.43) .43
After extraordinary items 3.04 .52
Dividends-Class A 10 10
-Class B .12 12
Equity 10.82 7.156
Other
Average shares outstanding 14,561,120 13,376,952
Return on eguity 43% aae
Working capital $105,323,642 39,287,707
Revenue
1989 1988
Engineering, Construction & Technology $140,528,7B7 128,018,701
Food & Pharmaceuticals 17,484,791 37,208,890
69,075,077 65,888,801

Asset Development & Investments

$247,088,655

231,116,392

Earnings Before Extraordinary Items

Engineering, Construction & Technology
Food & Pharmaceuticals
Asset Development & Investments

$ 2,349,290
(9,826,127)

1,158,645

$ (6,318,192)

1988

3.008.250
(2.391,094)
5,606,083

6,124,239




Chairman’s Report

The 1989 iinancial vear provided a dramatic illustration of
AGRA s growth philosophy. of the challenges implicit in promis
ing ventures and the rewards to be gained by nurturing compa
nies 1o maturity.

Two of our newest ventures, the Britanniaresort project in
Grand Cayman and the Contain-A-Way beverage container recy-
cling operation in California figured prominently in cur operating
results. Due to the ambitious and complex nature ot these
projecis, startup costs exceeded original budget estimates by a
significant margin causing a major depression in earnings for the
year. Both ventures had almostreached the milestone break-
aven point by year-end, but this was before allowing for debt
service. In the new year, both businesses will operate profitably,
put it is unlikely they will generate sufficient funds to fully ser
vice the substantial investment required to build them.

Despite this obstacle, AGRA is in a stronger financiai position
than ever before with most debts paid off and a strong balance
sheet to support all ot our ongoing operations,

lronically, 1t was our new ventures which provided the impetus
for this performance AGRA s senior management initially net
out to establish suitable 'long-term loans to replace the numerous
bridge loans we used for the development of Contain-A-Way and
the Britannia resort. it gquickly became ciear that long-term loans
would generate substantial interest costs and require burden-
some covenanls as part of their guaranlees.

We wanted an alternative. After some investigation, we deter
mined that the value of our Cybermedix subsidiary was greater
than the price at which the shares were trading. The time was
ripe; at the end of the fiscal year we confirmed an agreement
fo seil 100% of our Cybermedix shares for a very substantial
capital gain.

This solid financial backbone serves to reinforce AGRA s exist
ing strengths, including its most important asset; its people. To
our broad base of talented professionals in the areas of engineer
ing, techneology, accounting, legal and business development,

I would like to welcome Mr. Alex Taylor, AGRA s new President
and Chiet QOperating Officer. Mr. Taylor is a talented professional
engineer with a distinguished background and a wealth of expe
rience in those areas of greatest interest to us.

The stage is set for AGRA to emerge as ane of the major
diversified engineering and asset development organizations

inCanada.

B.B. Tarchinsky

Chairman al the Board

=

B.H. Torchinshky



President’'s Address

Il am pleased to join AGRA inatime of so much cpportunity. With
its broad range of engineering strengths, AGRA remains well
positioned to exploit a trend toward advanced technelogies in
the "90's. Althcugh overail revenues increased 7% in 1389, the
largest growth took place in the enginearing/ccnstruction tech
nology sector, where revenues increased 8.7% To our proven
capabhilities in food producticn, specialty construction, electric
power systems, facilities engineering and robotics we are adding
new environmental processes and services.

Initiatives like the Carbovan vanadium extraction piant,
Vadeko’s high vacuumithin film deposition work and Contain-A
Way's container recycling operation demonstrate the challenges
and ecpportunities that characterize emerging technologies and
services. New investments, though necessary far long-term
growth, often carry high startup costs which consume a signifi-
cant portion of available resources. This resource pool must be
constantiy renewed for future investment by guiding our new
companies into a fuller realization of their earning potential.

We must move to ensure greater overall profitability in ocur
operations. Business downturns due to market fluctuations are
inevitable, and AGRA’s diversification strategy is designed to
minimize their impact. Where existing companies are experienc
ing difficulty, new approaches may be necessary to improve

their competitive profile.

Certain companies have performed very well, translating

their potential into solid growtl. We will continue to direct

B.B. Torchinsky, Chairman of the

resources towards those operations which demonstrate the best
Board, #nd Alex Tayior, Prasident

2 Qgﬁ[,

Alex Tavlor

performance
The fcrce of market evelution decrees that some AGRA pred
ucts or services will gradually become obsolete. When this

occurs, our companies must adapt te the changing environment

or face decline. Where adaptation is not possible, we must rec-
ognize this and "harvest’ our investments in a timely fashion.
The new decade dawns with great promise for AGRA. The twin
challenges of changing global markets and environmental con-
cerns will press AGRA people to the limits of their creativity and
skill. Our ability to meet these challenges as an effective team
will determine the degree of our success. | look forward with

confidence to an era of prosperity and unprecedented growth.
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Review of Operations



A murcotpipingfills tho new Carbovan vanadiom poentanidie

piantin Fort McMurray, Albarta, This new ventura rmploys a

rophisticated AGHA extraction processa called caolumn floata-
tiontoremove valuable vanadiom fram waste products gener:
ated by the focaltar sands synthetic crude oparations. The

scarcemineralisused to make hinh-strength alloy steel.




Enginaaring, Construction and Technology Group

The Cambrran Fagineering Group remained aclive in both domes-
tic and foreign markets. Cambtian was responsible for many
elements of the Carbovan vanadium pentoxide plant

project.

The company provided design and installation supervision for
over 200 km. of high pressure gas pipeline.

The first campro deadorizer built tn londia will be ready tor
commissioning in early 1990. Cambrian also sold two Canadian
produced edible ol refining systems to China.

Canadian {international Power Services has begun engineering
of a fourth 13 megawatt diesel generater and mmstallation of a
17 megawatt gas turbine generator for the Barbados Light and
Power Company. Work continues an the 300 megawatt Shand
power stalion for Saskatchewan Power Corporation.

Hardy BAT achieved excellent results with improvements in
British Columbia operations and a major contract on the OSLO
tar sands project in Fort McMurray., This geotechmical consult
inmg assignment involved analysis of data derived from preso-
meters and over 300 boreholes drilled and supervised by
Harcdy BBT.

Moore and Taber mereased theirrevenues by 38% largeiy due
to geotechnical services for major sanitary landfill projects and
other opportunities in Califermia. The Compaction Grouting
division also contributed 1o thus improvement. The compaany
looks forward to continued growth at a more maderate pace.

Sergent, Hauskins & Beckwirh increased revenues 25% 10 an
effort to mamtain therr market paositian. High stait up costs
for therr newest oflice in Reno, Nevada and g construction
slowdown in Phoenix and Salt Lake City reduced earnings.

Tarchiinsky Enginecring enjoyed their best yvear 1o date. The
road engineering comipany, known {or rehiable perfarmance
and steady returns, s well posttioned to explort a move by
the Alberta governmment 1o privatize secandary fughway
constryctian,

Diversified high technology company Vadeto fateraaiiongl
avhieved good profitt performance. Prominenl among several
new contlracts s the Avtomaltled Avdcralt Painting System for
McDaonnell Douglas of Lovwg Beach, Catifornia, worth anpproxi
mately $14 000 000 &t completion. This s the world s fost
robotic panting system for aircraft and promises wider applica

ticn in the aeraospace industiy.

The massive dinsal genorators of tha

Spring Gardun production facillty

provida the island of Barbadas with

araliabtle, law cosl slactricity

supply. Enginasring sarvicas for the

facility were provided by Canadian

International Pownr Servicus (ICIPS).

CIPS has ussisted the Barhados

Light and Power Company with

plenning and davelopment o¥ar the

Taut twanty yours.
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The Williams Plazain Fairtnxe, Virginias shows the striking wate-
rior typical of the many U.S. butldings which employ architac-
tural procast concrete panels manufucturod by Beur Prucast
Concreta Limited. Locatedin aravitalized clty center, tha otticu

building featuros bullnoese punels with a (lamed granite finish.




Development and production trials for the Bank of Canada '«
new currency security process were completed. A Vadeko
engineered optical security device affixed 1o each bill protects
currency from ceolour-copier counterfeiting. This technology
offers extensive spim-off opportunmities. Vadeko will now swing
mtotoutine production ol the optical securnity device for the
Bank's ongoing requirements.

The combined Canadran branches ol Wesrern Carssons excee
ded their budgeted bottom hine. Prle Foundations of Winnipeg,
purchased in March, 19893, has alreadyv proven successful
National Rathote has been bhurt by continued inactivity 1o the ol
industry and will be downsized until cil exploration increases.

.S operations failed 1o meet their targets. The Searttle
office, however, secured a multi-million dollar contract alter
vear end and 15 awairting award on a second contract of similar
siee. U.S. based Vibroliotation achieved its best results since
the company was purchased three years ago.

Beer Precast Concretlereported strong earnings on continued
export of precast concrete panels and architectural forms to
the U5, market. Beer products were employed on a variety ol
new structures, including the World Wide Plaza in New York
Ciy, the Exchange Place Center in Jersey City, New Jersey and
the Georgetown University Law Center in Washington, D C

With 95 % of wark montracted. the current construclion cosi
estimate for the Carbovan vanadium pentoxide plant in Fort
MocMurray, Alberta s $15.0 million, The plant is scheduled to
begin production by early 1390. Demand {or vanadium pen
toxide, used in high strengtin, low alloy steels, has been hiagi.
Additional reclamation opportunities, including nickel recovery
and spent catalyst processing, are under study.

Coast Stee/ Fabricators new product direction produced over
10,000,000 in sales of heavy steel plate fabirication and other
specialty products. Approximately 60% of revenues were
obtained from sales 1o the pulp and paper industry and [iom

retrolits to thermal power plants 1in B.C. and Alberta,

Harcdy BBT gaotlachnical eanginsor

Garry Bain collactes samples of
contaminatad soil ut an old refinery
site as partof an anvironmantal
cloanup programms. Envirenmental
technologias and servicex otier
AGRA companisvs good opportunities

for growth in tha 90s






Foed and Pharmaceuticals Group

Specialty tood product manufacturer Research Foods has once
again achieved the efficiencies needed 1o raise margins to
reasanable levels. Sales have been strong. but eperating costs
and ncreased research and developrment have had an impact
on earnings.

Product lines have been adjusted to 1ake advantage of the
post-free trade market environment. Negotiations are under
way with a major manufacturer of specialty foods m ltaly for
exclusive rights to a new line of sauce products with high
volume potential aimed at the food service industry.

Ferfaormance of the Dr«ie Lee corporate owned fried chicken
and seatood restaurants has been disappointing. Franchised
ocperations, hawever, have improved performance steadily
throughout the yvear. New franchise iInguiries have increased.

Health care/pharmaceutical manufacturing and distoibution
company Viaguard Pharmaceuticals has been recently reargani:
red with new management and is positioned for steady devel
opment over the next fiscal period The product mix has been
rationalized and more aggressive marketing plans have been
implemented. New products will include cold sterilizing and
disinfecting sclutions for medical instruments and a line of
sterile lubricating gels.

Late in 1987, recycling company Contain-A Way began to
establish recycling depots for beverage containers throughout
the state of California in order to take advantage of changes in
Califormiarecycling law. Commercial operations began in April,
1988 under the name of ""20/20 Recycle Centers'’. At startup,
cperating costs and losses were extremely high. This was made
worse by state legislation which provided inadequate financial
assistance. The legislation was improved by late 1988, but the
changes did not take effectuntil the latter part of our fisgal
year 1989.

Quality and efficiency in our aperations have been considera-
bly improved. The break -even point was almost within reach at
yvear end, helped significantiy by legislative reforms. 20/20
Recycle Centers plans to become profitable in calendar 1990
and recent amendments to recycling legislation will further

accelerate this trend.

The attendant at o 20/20 Recyele

Canters redomption depot preparss

to recrive beverage containers

fram a Culifornia customuer. After

redemptran. the contaimers wild

be separatnd und placed in the bell-

shaped "igloaos far pickup and

delivery to a processing crntre,
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The Village of Britannia slips Inta atroplcal evening on Grund

Cayman lsland. Created by Ellesmere Devoelopmuenls Limrited,

this premier razort community includ B Hyatt Regency hotel.

dunique gelt course, amarina, wataersports tacilities and 33

acros ot prtvate luxury h




Asset Development and Investments Group

The Village of Britannia, created by Ellesmere Developmeirts, 15
the premier resort development on Grand Cayman Island. 11
includes a first class hotel managed by Hyatt, the only golf
course on theisland, marina and watersports facilities and 38
acres of luxury condaminiums and patia homes, Phase | of the
housing development, consisting of 53 villas, has bean com
pleted and sold. The first stage of Phase |l, consisting of 24
units will cormmence construction early in calendar year 1990,

Haotel operations produced disappointing results for fiscal
1989 due 1o achainof events. Remedial wark by the contractor
caused disrupiton during the summer of 1988, Hurricane Gilbert
struck the island in September and the psychelogical elfect of
hurricane publicity on polential visitors caused severe occu
pancy reduction over the balance of the yvear. A strike at
Eastern Airlines 1n the early months of 12989 cut off a myajor
transportation link to the island during peak season.

The Village of Britanniais showing a steady perlformance
improvement, although lesses such as those incurred during
the traditionally "low summer seasnn of 1389 must sull be
expected.

Altders internatienal, Canada’s largest duty free operator now
has eight shops, located in Calgary, Vancouver and Toronteo A
ports and a 10,000 square foot store in downtown Vancouver
geared primarily to Japanese tourists. Growth in sales and pro-
fit far outpaced the retail industry average. Shop improvements
and airline passenger increases pushed 1389 results beyond
expected levels

As aresult of the Vancouver contract extension to October,
1995 11 was possible to begin work on new, expanded stores.
The first opened on July 20, 1989 with almost triple the space
of the original store. A new outlet is scheduled to open in
Totonto by Christmas, 1989,

W T MeMullien & Assocrates maintained its steady perfor
mance, reducing debt while carrying cut a programme of con-
trolled growih. Since its creation. this company nas surpassed
expectations 1n1ts growth and development, while affering risk

management services for AGRA s diverse ihterests

A conguniul salesperson greets

customers (n the new Vancauwver

outlet of Allders Internation.el,

Cunadu s largest duty-free operator,

This is the tirst of o suries af new,

vxpanded ftacilities slated to replace

the original shops Built in 1985,
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Financial Review
Operating Results

Consolidated

Consolidated revenue increased to $247,088,6556
from $231,116,392 last year. Net earnings for the
year reached $56,799.,544 ($3.90 per share based
on 14,561,120 shares outstanding) after extraordi-
nary and unusual items, compared to $7,774,850
(58 cents per share based on 13,376,952 shares
outstanding) last year. The results for the year
include net extraordinary gains of $§63,117,736
($4.33 per share) compared to an extraordinary gain
of $1,6560,611 {12 cents per share) last year.

The most significant extraordinary item arose from
an agreement reached at year-end to sell our shares
af Cybermedix Inc., which praduced a gain of
$71,032,802 after provision for income taxes of
$36,593,432. This gain was reduced by net extraor-
dinary losses of $7,915,066 as aresult of disposal
or closure of unprofitable operations together with
recognition of loss of value of certain investments.
This includes a loss of $4,808,888 recorded by
Ellesmere Developments Ltd. from the write-down
of its equity interest to net book value in the Cay-
man Island Project.

In addition, an unusual loss of $7,183,023, hefore
income tax recovery, was recorded during the year
as a result of revaluing cur investment in recycling
operations in California. Revenues produced by the
operation have shown less growth than anticipated
and therefore our investment was reduced by writ-
ing off the deferred charges which we had originally
planned to amortize over five years.

Engineering, Construction and Technology
Revenues produced by this group increased to
$140,529,000, from $128,012,000 last year.
Canadian revenues increased by 20 percent to
$105,524,000 from $88,126.000 last year,
however U.5, revenues declined to $35,005,000
from $39,893,000.

Net earnings for the group decreased to
$1,063,000 from $3,008,000 the previous year.
U.S. operations produced a loss of $510,000 com-
pared to a profit of $1,311,000 last year due to very
competitive bidding in the construction industry,

which affected both revenue and profit margins. In
addition to the loss from on-going operations, losses
of $1,286,000 were produced from the shutdown of
unprofitable construction operations in the U.S.
However, net earnings from Canadian operations
increased sharply to $2,859,000 from $1,698,000
last year.

Food and Pharmaceuticals

Total revenues for this group remained steady at
$37,485,000 compared to $37,208,000 last year.
Revenues from Canadian operations however, fell to
$20,662,000 from $32,345,00C last year due to the
sale of W.J. Lafave at the end of the previcus year.
The remaining Canadian operations produced a mod-
est increase in revenues for the year. Revenues from
U.S. operations increased sharply in the current year
to $16,823,000 from $4,863,000 last year due to
the full year of aperation of the recycling system in
California which commenced operations late in the
previous year.

Met earnings from Canadian cperations of the Food
& Pharmaceuticals Group increased to $330,000
from $56,000 last year. However, extraocrdinary
losses from discontinued operations reduced net
earnings to $44,000 for the year. Losses from U, S,
operations increased to $10,156,000 from
$2,447,000 as aresult of anunusual write-down of
$4,710,000 (after tax) in our investment in the recy-
cling operation, the inclusion of the first full fiscal
year of operations, and delays encountered in
effecting corrective legislation which depressed
current year results. This operation is expected to
break even and become profitable during the next
fiscal year.



Asset Development and Investments

Revenues of this group increased to $69,075,000
from $65,889,000
extraordinary items fellto $1,159,000 from

ast year. Net earnings before

$5,506,000 the previous year, primarily as a result

opments in

of the losses incurred by Ellesmere Deve
the Cayman resort operations. The resort operations
were adversely affected by Hurricane Gilbert and a

-

major strike at Eastern Airlines. With these problems
behind us we are expecting a much improved winter
season for the hotel and the resumption of condo
minium sales in our Phase Two development.
Extraordinary gains of $64 690,000 raised total

earnings for the group to $65,849,000 this year,

compared to $7,3934,000 last year which included
extracrdinary gains of $2,428,000. The extraordi
nary gain this year arose primarily trom the sale of
our 53 percent interest in Cvbermedix on July 7.
1989. While we will no longer have Cybermedix as a
source of earnings we will have the proceeds of the
sale availlable with which to build other sources of

mncome.

Financial Position

rrent assets at year-end included a receivable of

$105,.39

medix shar 25, whi

8,071 arising from the sale of our Cyber

e current hiabilities included tax:::

payable as aresult of the gain. The cash proceed:

from this sale were received subsequent to year-end
and this allowed us to retire a substantual amount of
company debt early in the new year.

AGRA has emerged from a difficult operating vear
with the strongest financial position (n our entire
history. Working capital reached $106.323,6472 at
vear-end compared to $39,287,707 last year. Total
assets have increased by 51 percent to
$302,978.470 from $200,348,815 last year. Share
holders' equity has increased to $159,015.269 from
$103,581,249 1n the previous year. We certainly

have a salhid foundation from which to accelerate our

rate of internal growth and to seriously consider

new acquisitions in the future.

H.G. Dittmer

xecutive Vice President




Auditors’ Report

To the Shareholders of
Agra Industries Limited:

We have examined the consolidated balance sheex
of Agra Industries Limited as at July 31, 1988

and the consolidated statements of earnings.,
retained earnings and changes in cash position for
the year then ended. Qur examination was made

in accordance with generally accepted auditing
standards, and accordingly included such tests and
other procedures as we cansidered necessary in
the circumstances.

In our opinien, these consolidated financial state
ments present fairly the financial position of the
Company as at July 31, 1989 and the results of its
operations and the changes inits cash position for
the year then ended in accordance with generally
accepted accounting principles applied on a basis
consistent with that of the preceding yiar

CFS&:- © f\‘\o-xtw-a “* %LU&

Chartered Accountants
September 22, 1989



Consolidated Balance Sheet

July 31,1889 1989 1988
Assets
Current

B 8,059,112 10,049,780
105,398,071
42,286,049 41,313.672
31,793,056 26,193,040
3,230,986 10,149,017

Cash and short-term investments
Agreement receivable (Note 2)
Accaounts receivable

Inventory and contracts in progress

Other (Note 3)
190,767,274 SO0 0h n0g

Investments
Non-consalidated entities (Note 4)

Other {Note 5)

36,233,677 55,616,400
32,699,015 3,608.093

68,832,692 58,224,493

Fixed

Land 3,703,264 3,724,655

Buildings 13,562,929 14,26 1,419
53,130,823 44,921,050

Equipment
67,387,022 (7. 206,824

Less accumulated depreciation 27,959,306 23.161.004

39,437,716 39,745,820

Other
Excess cost of shares of subsidiaries acquired 3,940,788 3,967,065
Deferred charges (Note 111 - 8,705,928
3,940,788 13.6872,983

o

$302,978,470 200.348.81




AGHA Industnies Limited

Liabilitias

Current

Bank indebtedness (Note 8)

Accounts payable

Income taxes payable

Current partion of long-term debt {Note 7]

Deferred income taxes

Long-term Debt (Note 7}
Defarred Income Taxes

Minority Interest

Shareholders’ Equity
Share capital (Note 10)
Retained sarnings

Foreign currency translation adyustment

Total Shareholders’ Equity

1989

$ 18,177,132
30,990,710
913,461
7,146,321

57,227,624
28,216,008

85,443,632
47,959,520
4,714,515

138,117,667

5,845,534

40,637,464
120,189,452

160,826,916

{1,811,647)

159,015,269

$302,978,470

1988

14,207,291
26,163,406
1.104.408
4,831,726

46,306,831
2,110,971

18,417,802
40,703,188
1,390,301

90.511,2889

6,256,277

39,374 706
65,040,670

104,415,376
(834,127

103.581,249

200,348.815

On behalf of the Board.:

—t——

- 17394

B.B. Torchinsky A_Taylor
Director Director



Consolidated Stateament
of Earnings

AGRA Industries Limited

Year ended July 37, 1989

Revenue {Note 18)

Expenses
Cost of sales and services, selling,

1989

$247,088,655

1988

231,116,392

general and administrative 223,634,249 208,765,360
Depreciation and amortization 6,630,152 5,441,659
Amortization of deferred charges 2,009,360 450,398
Interest on long-term debt 5,822,240 2,152,407
Other interest 1,600,845 914,273

239,696,846 217,724,091
Earnings before the following 7,391,809 13.382,301
Unusualitem (Note 11} {7.183,023)
208,786 12,392,301
Income tax {recovery) {(Note 13}
Current 6,320,286 3,725,979
Deferred {4,474,485) 2,752,086
1,845,801 6,478,065
(1,637,015} 6,914,236
Minority interest (3,608,146} {2.876,580)
Earnings {loss! of non consalidated entities (1,073,331) 2,086,583
Earnings {loss) before extraardinary items {6,318,192) 6,124,239
Extraordinary items (Note 12} 63,117,736 1,650,611
Net earnings $ 56,799,544 7,774,850
Earnings {loss} per share {Notes 10 and 14)
Before extraordinary items $(.43) 46
After extraordinary items $3.90 58
Consolidated Statement
of Retained Earnings

Year ended July 31, 1989 1989 1988

Balance, beginning of year $ 65,040,670 58.776,101
56,799,544 7.774.850

Add: net earnings

Less: dividends paid

Balance, end of year

121,840,214

1,650,762

$120,189,452

66,550,951
1,500.281

65,040,870

20



Consolidated Statemant of
Changes in Cash Position

AGRA Industries Limited

Year ended July 31, 1989 1989 1988
Ceash provided by [used in)
Operating activities
Earnings (loss) before extraordinary items $ (6,318,192} 6,124,239
Items not affecting cash flow 8,273,899 8,571,950
Unusual item 7,183,023
Decrease {increase) in ncn cash working capital
Accounts receivable {(712,732) 13,924,244}
Inventory and centracts in progress {5.584,916) {2,154 ,500!
Prepaid expenses i474,433) {335.412)
Accounts payahle 4,236,668 i.116.965
Income taxes payable {160,262) {1.760.750
6,441,955 7.638,248
Extraordinary items (1,217,233)
5,224,722 7.638,248
Investing activities
Purchase of fixed assets {6,516,524) (15,8959,865)
Proceeds on disposal of fixed assets 847,218 917,227
Investment in non consclidated entities {20,920,007) {28.706.734)
Decrease (increase) in notes receivable 7.520,2865 16,948,285)
Acquisition of subsidiary operaticns 1,398,470} (772,872)
Proceeds from investments 1,161,263 9,083,770
Increase in deferred charges - (10.171,439
(19,316,258} {52.558,1238]
Procceeds on disposal of operations 2,654,041 7,661,093
(16,662,217} 144,897 105!
Financing activities
FProceeds from long term debt 14,455,388 13,431,276
Retirement of lang-term debt (4,571,509 165,117,316)
Laoan from non-consolidated entity - 13.000,000
Issue of share capital and eptions 1,262,758 6,903,068
11,146,637 28.217,028
Payment of dividends
By the Company {1,660,762) t1.510.281
By subsidiaries to minority sharehaolders {4,018,889)
{6,669,651) 11,510,281
Decrease in cash 6,960,509 (10.552.11 %
(Bank indebtedness) cash, beginning of year (4,157,511) 65,394,599
Bank indebtedness, end of year 5(10,118,020) 14,157.5811)
Represented by:
Cash and short-term investments $ B,069,112 10,048,780
Bank indebtedness {18,177,132) (14,207.2%1)
(10,118,020 14,157.51 0




Motes to Consolidated Financial
Statemaents

Juiy 31,1989

1. Summary of accounting policies

Basis of presentation

The consolidated financial statements include the
accounts of all companies in which the Company
helds a controlting interest. The equity rnethod of
accounting is applied to investments in ather enti-

ties in which the Company has significantinfluence.

Other investments are recorded at cost.

fnventory and coniracts in progress

Inventory 1s valued at the lower of cost and net real-
izable value using the first in, first-out method.
Engineering and construction contracts in progress
are recorded at estimated realizable value on the
percentage of completion basis.

Fixed assets

Leand, buildings and eguipment (including equiprment
under canital lease) are stated at cost. Depreciation
has been recorded in the accounts on a straight-line
basis at annual rates of 2Y2% to 20% prowviding for
amortization of the cost of huildings and equiprment
over their estimated useful lives.

Fxcess cosSt of shrares of subsidiaries acguired

Far those companies acquired subseguent to
August1,1973, the excess of the purchase price
over the net fair vatue of identifiable assets ig
amaortized on a straight line basis over forty years.

For those companies acguired prior to August 1,
1973, the excess of the purchase price over the net
book value of the undeilying assets at date of acgui
sitionis not being amortized, since in the opinion of
management, no diminution of value has occurred.

Foreign currency transiation adjustment

The accounts of the Company’s self-sustaining
United States operations are translated into Cana-
dian dellars using the current-rate method in which
assets and liabilities are translated at the year-end
exchange rate and revenues and expenses are trans-
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lated at average exchange rates. Gains and losses
arising from the translation of the financial state-
ments of the foreign operations are deferred in a
“fareign currency translation adjustment’ account
inshareholders’ equity.

2. Acquisitions and disposals
During the year, the Company acquired the foliowing:

The assets and contracts to be completed of Pile
Foundations (*79) Ltd. for $230,000 cash and
131,184 Class B shares of the Company for a total
consideration of $1,150,000.

49% of the outstanding shares of Viaguard
Pharmaceulticals Limited far $988,000 cash.

The Company sold its interest in the CKO Radioc Part
nership to Cybermedix Inc. for $3,975,000
consisting of $975,000 cash ang 308,294 Class B
treasury shares of Cybermedix Inc. having a value
of $3,000,000.

On July 7, 1989, the Company entered into an agree-
ment to sellits 53% interestin Cybermedix Inc. to
Cogeco Inc. for total net proceeds of $135,999,629.
Subsequent to year-end, $105,398,071 cash,
788,022 Subordinate Voting Shares and 3,940,114
Class B Preferred Shares of Cogeco Inc. having a
value of $30,601,558, were received in satisfaction
of the agreement receivable.

3. Other current assets

1989 1988

Prepaid expenses $ 2,219,223 1,356,918

Naotes receivable 821,806 8,467,013
Loans to non-consniidated

entities 189,957 325,086

5 3,230,986 10,149,017




4, Investments in non-consolidated entities

7. Long-term debt

1989 1988
Ellesmere Developments
Lid. {Note 17)
-equity 514,702,529 23,886,382
~-loans 16,290,132 3,910,383
Carbowvan Inc. 2,917,989 1,153,346
Other 2,323,027 1,442,089
Cybermedix Inc. - 21,474 102
CKO Radio Partnership - 3./49.798
536,233,677 55,616,400
5. Otherinvestments
1989 1988
Agreement receivable
{Note 2) $30,601,558
Notes receivable -
long-term portion 1,199,180 2.038.921
Other—at cost 798,277 1,569,172
$32,599,015 3. 608,083
6. Bank indebtedness
1989 1888
Bank loans 515,679,693 9,730,131
Cheques issued
and uncashed 2,497,439 477,160
$18,177,132 14,207,281

The bank loans are secured by general assignments

of accounts receivable, inventory, contracts in
progress and fixed and floating charge debentures

oncertain fixed assets,

1989 1988
Mortgages, chattel
maortgages and
chligations under
capital lease with
interest rates averaging
11.5% (maturity cates
to 1999) $ 3.673,266 3,381,886
Notes, agreements and
Iloans payable with
average interestrates
at prime and secured by
certain assets (maturity
dates 10 1998) 38,089,575 28 778,026
Note payable to non-
consolidated entity,
unsecured, with interest
pavable annually at
prime plus 78% (no fixed
repayment tarms] 13,000,000 13,000,000
54,762,841 45,159,812
Less current portion 7,146,321 4,831,726
47,616,520 40,328,186
612% Convertible
Subardinated
Debentures 343,000 375.000
547,959,520 40,703,186

Principal payments for the five succeeding vears
are: $7,146,321; $6,051,887; $18,354,300;
$5,239,885 and $952,385.

Included in total long-term debtis $12,063,826
[1988-$12,505,802) repayable in U.S. funds.

The debentures are unsecured, direct obligations of
the Company, maturing March 15, 1992, and are
subordinated to the senior indebtedness of the
Company. The debentures are convertible until
March 15, 1992 on the basis 6f 153.846 Class A
shares and 153.846 Class B shares per $1,000
principal amount of debentures, equivalent to a
conversion price of $3.25 per Class A share and
$3.25 per Class B share.



