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Allied in Canada

Allied in Canada is a diversified manufacturer with 13 strategic business-
es and divisions in Canada. Allied employs more than 5,000 people at
50 plants, warehouses, and sales offices across the country. The Allied
divisions and subsidiaries are grouped into five sectors: chemical,
industrial and technology, aerospace, automotive, and oil and gas.

In Canada Allied manufactures or distributes a wide range of pro-
ducts including chemicals, aircraft components and systems, electrical
and electronic components, laboratory instruments and apparatus,
typesctting equipment, industrial batteries, refractory materials, auto-
motive fans, air cleaners, and emission control devises, seat belts, spark
plugs, filters, ignition and charger systems, and brake components.

Highlights of 1983

M. Jack Ripley, the former President of Canadian Fram Limited, was
appointed Chairman and Chief Executive Officer of Allied Canada Inc.

Allied in Canada reported net sales of $636 million and income
Jrom continuing operations of 825 million during the year.

Application for Allied’s acquisition of the Canadian operations of
Bendix was put before the Foreign Investment Review Agency.

Allied Canada established a new Office of Tecbnology budgeted to
spend an additional §7.3 million over the next Lwo years on research
and development. This augments the $7.6 million already spent
annually on these activities.

Productivity improvements throughout the organization made a
major contribution (o the performance of Allied in Canada.
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Because of the significance productivity holds for North American indusiry, we have chosen

it as the theme of our 1983 annual report. The Allied divisions in Canacda developed a nu e et
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is Timothy Crawford, at the C&D Power Systems plant in Perth, Ontario.
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The Chairman’s Report

“The future of North American industry may well depend on
our ability to find new productivity solutions. The key to
productivity lies in barnessing the full potential of people
with technology.”

Jack Ripley, Chairman and Chief Executive Officer, Allied Canada

he issue which has been uppermost in the minds of businessmen

across North America in 1983 is that of productivity. The example
set by Japanese industry has caused all of us to re-examine traditional
manufacturing methods and management approaches. At Allied we believe
that the productivity challenge is of the utmost importance and we have
chosen to make this the theme of our annual report.

In the 1980’s everyone is becoming more concerned about quality
and price. In this intensely competitive business environment, the number
one challenge facing Allied is to improve productivity by building more
value into our products at less cost. This means seeking out new ways of
adding value to our products and businesses through more effective use
of people and technology.

1983 was a year in which the Allied companies in Canada demonstrated
an impressive ability to adapt to a competitive business environment by
introducing a range of productivity improvements. At Linotype Canada,
sales productivity nearly doubled as a result of more vigorous marketing
strategies. At C&D Power Systems, an innovative employee incentive plan
was instrumental in boosting output, enhancing product quality and
making the company the top industrial battery producer in Canada.

At Allied Chemical, energy conservation projects over the past several
vears have saved the company millions of dollars. Investments in computer-
aided design and manufacturing (CAD-CAM) equipment resulted in
significant productivity gains at many of our companies. At Canadian Fram,
an increased emphasis on employee participation led to a threefold
increase in the number of productivity ideas submitted and implemented.

While current efforts aided Allied in maintaining income levels during
a difficult year, sustained long-term growth and profitability will depend
not only on continuing productivity improvements, but also on an ability
to develop new products for world markets. This requires substantial
investments in a sophisticated research and development program.

In 1983, Allied Canada Inc. established an Office of Technology, which
is budgeted to spend an additional $7.3 million over the next two years
on a select group of promising research and development projects. The
funding for this corporate-wide R&D program enhances the $7.6 million
already invested in research and development activities by the Allied
companies in Canada.

These projects are designed to create new product mandates for Allied



companies in Canada, One such project involves the development of a
cold-weuather battery tor military and industrial markets. Another involves
the development of a fuel-efficient. state-of-charge sensor that will
auromatically disconnect a clutch-driven alternator swhen the battery is fuliy
charged. Allied Canada is also working 1o develop a broader range of
specialty chemicals for use in the electronics industry, These will be manu-
factured in Canada and marketed worldwide.

Excellent progress is already being made in agriculural vesearch,
which is designed to develop pure hyvbrid plant strains that will increase
crop vields. Another project which promises environmental benetirs
involves the application of previously developed Allied membrane tech-
nology to remove toxic metals from electroplating effluent. This method.
combined with another Allied technology, mav also help to extract sulphur
dioxide, which is believed o be one of the principal causes of acid rain.
trom stack guses or scrubber effluent.

On behalf of the Board of Directors and the entire organization, [ would
like to thank all of our emplovees for suggesting and implementing so
muany oustanding productivity improvement idedas in 1983, These ranged
from pertecting a new technique at Amphenol which cuts the production
costs for commercial filter connectors
almost in half o the design of a hvdraulic
frame straightener at C&D Power Systems
that squares oft five barttery grids at atime
rather than just one. The quality of these
efforts is restimony to the many ctlents
and skills that exist within our organiza-
tion. Lam conhdent that by continuing to
work together to harness the full potential
of our people with technology we can
create new vialue and build a future rich
with opportunity,

2{ % Jack Ripley, Chairmen and Chief Execurive Officer

M. Jack Ripley, of Affied Canada, visiting Amiphenol Prodiects
Chairman und Chietf Executive Officer cable manfacioding plant in Reafren . Ontario




Chemical /Oil and Gas

“Good ideas belped to slash our energy bill by millions in
the past few years. That kind of thinking gives us the extra
competitive edge we need.”

Boen Manschot, Director of Engimeering,
Technicaland Environmental Services, Alhed Chenneadl

n mature industries such as chemicals, productivity improvements

are the best guarantee of long-term business viability, In 1983 Allied
Chemical reduced operating costs by $4 million through a combination of
energy-saving projects, more efficient utilization of labour and other cost-
cutting initiatives, This enabled Allied Chemical to maintain reasonable
profitability in a ditficult, price-competitive environment.

In 1983, income from operations was $22 million and sales totalled
£190 million. While business was slow in the first quarter ot 1983, volumes
in most product lines strengthened during the remainder of the yvear.,

In the soda ash business, savings in energy and other operating costs
helped to minimize losses in the face of herce competition. Energy con-
servation measures included installation of a computerized boiler control
svstem, improved control of steam to distillers and the installation of two
cconomizers in the steam boiters at Allied's manufacturing facilicv in
Ambherstburg, Ontario.

In our calcium chloride business, process improvements reduced costs
by 30% at the calcium chloride brine well in Brooks and Drumheller,
Alberta.

Allied Chemical is the largest division within Allied Canada and has a
major plant in Amherstburg, Ontario, with smaller plants in eight other
locations across Canada. The company's health and satety program is one
of the most innovative and comprehensive in the industry. The program
is based on a philosophy of long-term, preventive health care, which
recognizes thar good health and productiviny go hand in hand,

ecause of the importance of the energy sector in our economy,
Allied maintains, through Union Texas Canada, holdings in a number
of oil and gas properties.
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Industrial and Technology

“We went from a bumdrum existence to an exciting one.
Productivity isup 82 per cent since the inception of our
employee incentive plan three years ago.”

Jim swarner, Plant Mamager, C& 1 Power Sysens

n 1983 a large number of changes in the manufacturing process suggested

bv emiplovees were implemented, resulting in productivity gains and
quality improvements even greater than in the two previous vears. For
example, Gary Pierman built a hydraulic frame straightener that squares
oft five battery grids at a time rather than individually and Llovd Peters
suggested using both sides of a scraper inapplving lead paste to battery grids.

This collective eftort enabled C& D Power Systems to outperform the
industry during the vear and become the largest industrial battery company
in Canada. In a declining Canadian battery market, C& D increased its
market share and order intake volume increased by over 20% from the
previous year. Among the major orders obtained this vear was a $2-million
contract from Ontario Hvdro to supply stationary bauteries for the Darlington
nuclear generating station.

In 1983 C& D sirengthened its distribution network, particularly in
Quebec, and expanded into mining areas in northern Ontario. Outstanding
field service also gave the company a significant edge, while enhanced
quality standards enabled C& D Power Systems to better serve the needs
of its customers and maintain its position as a leading supplier in both
stationary and motive power battery markets, C&D's attention to producing
aquality product has resulted in its being the major supplier 1o the nuclear
power generating industry and aided in obtaining orders from other major
Canadian industries where quality is of prime importance.,
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“Every major instrument we sell is designed to belp
the customer improve productivity.”

Rohert faldsin, Vice President analvneal systems Groaps, Fisher serennlic

isher Scientific sells many new automated products which allow

customers to obtain faster and more precise test results. For instance,
Fisher's Tecator flow-injection analvzer increases productivity within
research or testing laboratories by automating the sampling process and
the reading of results in nutritional analyses. The computer-aided titrimeter
allows for more rapid, accurate measurement of specific chemical content
in qualiy control testing.

In 1983, Fisher Scientific boosted its own sales productiviee by achieving
significant cost reductions and introducing successful new selling tech-
niques. At the same time, sales volume showed @ healthy increase over the
previous vear. The acquisition of Instrumentation Laboratories Inc. in
April 1983 has opened new opportunities in advanced and complex
instrumentation for hospitals and clinical laboratories.

In the final quarter of 1983, Fisher Scientific reorganized its sales and
marketing staff to pursue the analvtical and diagnostic svstems markets
through the use of specialized sales and service representatives.

Fisher Scientific, the leading supplier of laboratory products in Canada,
sells some 40,000 different products to medical, educational, industrial and
government markets. The company has streamlined its catalogue to help
customers select and order products more quickly and easily.

10
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“Quality assurance is a productivity philosopby. We bave
the tools, the resources and the determination to do
the job right the first tinte. At this company, we want to build
quality in, not inspect it in.”

1)oon Ross. General Foremun, Amphenol Prosducs

n 1983 Amphenol launched a zero-detect qualiny assurance program

designed to eliminate component defects at the beginning rather than
the end of the manutacturing process. Productivity also increased as a
result of many cost-cutting measures and an investment in computer-aided
design (CAD) and computerized numerical control (CNC) manufacturing
cquipment. For example, an automatic tester was designed and developed
at Amphenol to automatically test for five different parameters at the same
time and sort out rejected contacts. This has cut down the required test
time by 80%.

These and other productivity improvements helped the company o
post a record performance in hlter connector activities. Thev also improved
the company's competitive position in standard connectors, which were
adverselvaftected by the 1982-83 recession,

An R& D breakthrough enabled Amphenol to introduce a new com-
mercial iilter connector product designed to limit electronic emissions
from computers, telecommunications equipment and video games. During
the vear Amphenol obtained a $3-million order for commercial flter con-
nectors from Northern Telecom Ine. of Santa Clara, California, which is
the single largest order for Alter connectors generated by any company.

With an increase of approximately 50% in order volume in 1983,
Amphenol strengthened its position as the market leader worldwide in
custom-engineered, high-technology filter connectors, These flter
conmectors must meet high-qualitye standards for use in sophistcated
sarellite, missile, submarine and acrospace applications. As a quality
leader, Amphenol has a signibcant competitive advantage in high-
technology markets.

During the vear cable sales to communications markets recovered from
alow point in 1982 and significant new business was generated in specialty
cable markets in hoth the US. and Canada.

12
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“In 1983 sales per person nearly doubled at our company.
As Linotype Canada’s first national sales manager for
typesetting products, I'm keenly aware that customers warni
us to be as aggressive in our service as in our sales effort.”

Gord Aleock, Nanonal Sales Manager, Linctpe Caniada

hen the Linonpe machine was invented almost a century ago, the

new product revolutionized the publishing business by speeding
up the npesetting process and cutting production costs dramatically. Today,
Linotype digital npesetting svstems such as the Linotron 202 family of
products are up to 1,000 times faster and continuing to help customers in
the newspaper, corporate, institutional and commercial tvpesetting
markets boost their productivity.,

1983 saw a dramatic turnaround in sales productivity. Order volume
increased by more than one-third over the previous vear. The appoinument
of a national sales manager and a strategy of product specialization in
service and sales were key factors in the company's impressive sales growth.
The company also benefited tfrom such initiatives as the institution of a
longer work week, a new incentive plan for sales personnel and enhanced
protection pluans for customers.

orth American Refractories manufactures a broad line of heat-

resisting materials for furnace linings used primarily by the steel
industry. The company boosted productivity in 1983 by installing a high-
intensiee mixer thae shortens the mixing evele by a factor of five and
improves the quality of the product. This has enabled the company to plan
and implement other equipment modifications further increasing etheiency
and reducing costs.

In 1983 the company's sales increased by 10% from the previous vear.
This was highlighted by a doubling in sales of high-technology refractory
products such as carbon-magnesite brick, which provides longer life than
conventional linings. Another successtul new product is Romag-liner, a
magnesite-chrome liner which is used in the burning zone of rotary cement
kilns. These were installed in three Canadian cement mills during the vear.

.
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Aerospace

“At Aviation Eleciric, we measure productivity both in terms
of efficiency and quality. In an industry where precision
manufacturing and maintenance are of such paramount
importance, we can’t afford to give our customers anything
less than the best.”

Tohin Beaven, Darectonr of Mukenmg, Ssanen Fleoes

ew technology can be an effective wav to improve productivite In

1983, Aviation Electric made several kev investments to raise quality
standards and increase manufacturing efciencey. The company expanded
its computer-aided design and manutacturing (CAD-CAN) capabilities by
installing new equipment in its engineering. manufacturing and management
information svstems departments.

Construction was also started on a fuel control svstem repair and over-
haul facility for the CF-18, a multi-purpose, high-performance military aireraft
used by Canadian and NATO detence forces. Once in operation in 1984, this
fully automated test stand is expected to reduce testing time by 30%.

Aviation Electric won two major contracts in 1983, One wus a $9-million
order for the repair and overhaul of CE-18 fuel system components. The
second was a multi-million dollar contract to supply the Saudi Arabian
National Guard with vehicle navigation svstems. including spare parts,
maintenance, installation and test equipment. This is the largest contract
ever awarded to a company for this nvpe of equipment and it establishes
Aviation Elcctric as a world leader in land navigation.

The company had sales of 361 million in 1983 and exceeded its profi
objectives by 10%. Through the repair and overhaul of instruments and
accessories, Aviation Electric helps customers to extend the lite of their
aircraft, an important consideration at a time of rising costs for new
ecquipment. The company also serves world markets in the manufacture
of fuel controls for small-aircraft gas-turbine engines. land vehicle
navigation svstems, and artillery gun and alignment control svstems,
Aviation Electric is also the marketing representative in Canada for the
Allied acrospace sector’s products as well as for a number of high-
technology electronic svstems.

16
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Automotive

“The number of productivity proposals submitied and
approved at Canadian Fram increased by 300% in 1983.”

John VinRoos e, vce President o Proanee, Carvdag Fram

t Canadian Fram long-term planning and intensive research and

development activities are an important part of productivity solutions.
[n 1983 etforts o improve quality and productivity paid major dividends
as many valuable suggestions were implemented during the vear Ideas
for improving the production process included the use of non-synchronous
convevors to assemble products in unique wavs, Similarly, the use of large,
automatic transfer tools made it possible to convert three single-stage
presses (o one large, three-stage press.

Canadian Fram's commitment to produce more value at less cost was
strengthened by the universal adoption of statistical process control and
the launching of an intensive emplovee participation program. Capital
expenditures in 1983, which were double those of the previous vedar, were
also directed, in part, towards the purchase of more advanced and etticient
equipment such as programmable robots and automadic transter devices,

At Canadian Iram, R& D activities have been instrumental in the
development of new and better products such as sophisticated emission
control devices to reduce automobile exhaust emissions. In 1983 major
R& D projects included work on an electric vacuum regulator valve to give
improved control over engine emissions, new electromagnetic clutching
devices and unique non-ram air cooling svstems for more efficient vehicle
performance. Sales at Canadian Fram in 1983 were 8121 million, up 25%
from the previous vear.

Superior Machine and Tool, a subsidiary of Canadian Fram., designs
and builds new metal stamping tools tor automotive parts supplicrs. In
1983 the purchase of an electronic co-ordinate measuring machine increased
the precision of the tooling dies supplied o customers. As a result,
customer product quality improved as well.

18
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“At a time of increasing competitiveness in the automaotive
markel, re-thinking your quality philosophy and manufactur-
ing philosophy is essential to improving productivity.”

Fohert Cireen Prostdent Fooam el

Ca time when our customers are keeping their cars i average of
almost two vears longer than a decade ago. the products manu-
factured by Fram Canada-oil, air and gas filters, fuel and water separators,

and spark plugs -are helping to extend the life of thetr vehicles, With o
sales imcerease of 172 i 1983, Fram Canada invested 83 million in new
machinery and upgraded equipment at s production facility in Suratford.
Ontario. This includes heavv-duty presses to make large cans for irack
hlters, Other significant cost-savings in the manufaciuring process have
been achieved through the introduction of new technologies such as heavy-
duty filters svith urethane rather than metal caps.

t Bendix Heavy Vehicle Svstems advances in manufacturing technology
and processes are helping the comprany to achieve productivity

gains. The purchase and installation of two robots and emplovee partici-
pation programs contributed to improvements this vear.

sales in 1983 increased by 30% from the previous vear The company
expunded its production facility in London. Onrario. to meet the growing
demand. A number of new products including a range of valves were
launched and the company was recognized as a Q-1 preferred guality
supplicer by Ford Motor Company.

restolite Electronics supplies bauery cables and electrical components

in ignition and charger svstems for the automotive aftermarket. The
addition of automaed equipmentand robotics helped the company increase
its nanutacturing efticiency. With sales of approximately $5 million in
1033, the company established a second production tacility to make battery
cables in Cambridge, Ontario. This will double emplovment and atarget of
75.000 battery cables @ week has been set.

arctul analvsis of the interaction of materials, machineryvand people

in the manufacturing process at Daal Specialties, assisted by the
implementation of statistical process conurol, resulted in kev chunges for
productivity improvement in 1983, Reduced down time and scrap costs
were damong the benelits gained.
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Pro Forma Combined Balance Sheet

(Dolls i Thoasands)

ASSETS December 31 1983 1952
CLITUNLAsses:
Cash and short-term investments § 11,791 £ 14210
Accounts receivable 81,399 [CRS
come txes recoverable 1,234 3910
[nventories 93158 03278
Prepaid expenses 1,902 L5102
Netassets of discontinued operations (Note 3) 18.139 24 22¢
Total current dassets 207623 208 937
Property, plant and equipment 259865 239 143
Less: Accumulated depreciauon, depletion
and amortization (123.332) (110.760)
136,533 128,085
Other non-curren assels:
Notes receivable 321 —
TNV esUTICTIES, Al COst 1.186 1. 186
Duterred charges and other assets 1.382 1.668
Goodwill, at cost 9,188 9,188
Totl other non-current iassets 12277 12042
$350.,433 349,662
L] I

The “Notes to Pro Forma Combined Finarcicl Statemennts” ve aen integred pavt of 1his steitement.
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Dol Thousands)

LIABILITIES December 31 1983 V52
Current liabilities:
Bank indebledness 5 14,607 34089
Accounts pavable and acerued liabilities 07425 42,940
Income: taxes pavahle 984 2013
Due to Allied Corporation and sabsidiaries 15,243 24270
Notes pavable o Allied Corporation and
subsidiaries 32614 37078
Current portion of long-term debt 469 1031
Toal current labilitices 131,342 1441373
Long-rerm debt 737 408
Deterred income taxes 6117 5196
EQUITY OGFF COMBINED CANADIAN OPERNTIONS
Capitl stock issued 3,183 3,183
Retaned carmings 215054 197242
Toal cquity 218,237 200425
$350.133 83:19.062

I~
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Pro Forma Combined Statement of Income

{Dollars i Thousands)

Year ended Dec. 31 1983 1982
Netsiles $6306,115 $607 337
Cost of goods sold and other expenses 574,588 343551
Depreciation, depletion and amortization 14,914 13.249
Tot] costs and expenses 589,502 356600
Income trom operations 40,013 30,737
Other income - net 339 3.186
Interestineome (expense) - net (4.044) 3287
income from continuing operations
hefore income ases 42908 57.210
Taxes on income 17,971 22555
Income from continuing operations 24937 34.055
Loss from discontinued operations (5.275) {6.883)
Income before extraordinary items 19,662 27770
Extraordinary items:
L.oss on disposal of discontinued operations,
less relned tx recovery (Note 3) (4.942) —
Income x reduction on the application
of priorvears” losses 3.092 -
(1.850) —
Netincome § 17812 $ 27770
I L}

The “Notes to Pro Forma Combined Financial Statenments” ave an intepral et of this statepient,
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Pro Forma Combined Statement
of Retained Earnings

Balinee, beginning of vear
Netincome
et loss of Fram and Bendix for

the three month period ended
December 3101982 (Note 1)

Dividends

Balance. end of vear

Your ended Dec 3 1983
$197 242

17812

215054

$215.054
E—

thaallars i Thousinds

1982
S288.162

2770

(15}
315917
118.675

$197 242
N—

The “Notes to Pro Forma Combined Financial Statements” are an fntegyal part of this statement
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Pro Forma Combined Statement
of Changes in Financial Position

(Dollars in Thousands)

Yeur ended Dee. 31 1983 1962

Financial resources were provided by
Continuing operations -
Income from continuing operations §24,937 S 340655
Add (deduet): Ttems not requiring (providing
working capital -

Depreciaton. depletion and amortization 14,914 13.249
Deferred income rxes 5779 (3.110)
Loss on dispasal of property, plao
and equipment 128 89
Working cupitl provided by
CONLNUING OPErations 45,758 44 883
Discontinued operations -
Loss from discontinued operations (5,275) (6.883)
Add: Deterred income s recovery (3.670) (5.042)

(8.945) (11.927)
Working capital provided by operations

before extraordinan iems 36813 32956
Proceeds on disposal of properny, plant

andd equipmeent 199 496
Increase Clecrease) in long-term deln 269 (34)
Decrease in deferred charges 286 200
Extraordinarny ient- Income s reduction

em the application of prior vears” losses 3,092 —

40,659 33624

Financial resources were used for:
Extraordinarny iteny - Loss on disposal of

discontinued vperations 4942 —
Add: Deferred income tx recovery 4412 —
9,354 —
Additions o property, plant and equipment 22867 24430
Dividends _ 118.675
Increase innetes receivable - longterm 321 —
Netehange in working capital of Fram and Bendis for
the three month period ended Tec. 31,1982 (Note 1) — 457
32742 143,582
[ncrease (decrease ) inworking capital 7917 (109.958)
Working capital, beginning of vear 68,304 178322
Working capitll, end of vear $70.281 § 08304

The “Notes to Pro Forma Combined Fivanciad Steeements” ave an integrad pevt of s stetement
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Notes to Pro Forma Combined
Financial Statementis

1. Privciples of combivaiion:

The pro fornit combined tinancial stuements include
the accounts of (1) Allied Canada Ine. and subsidiarics
(ACH (2) TPram Canada Inc.and subsidiaries (Fram)
and (3) Bendix Heavy Vehicle svstems, e, and
subsidiary (Bendix). Thesc comipianies are all whotly-
owned by Allied Corporaion or its atfiliates, Invest-
ments held by Fram in foreign subsidiaries have
been eliminated from the pro forma combined
financial statements.

Contrel of Fram and Bendix svas acquired v Allicd
Corporation cffective Jamuary 1, 1983, The pro forni
combined finuncial stitements retlect the assets,
liahilities and operations of these compranies us
though the invesument therein had been held
throughout 1982 and 1983. Prior to heic sawquisiticon
by Allicd Corporation the fiscal vear end of Fram and
Bendix was September 30 and audited financiul
information tor the twelve month period ended
December 31, 1982 is not thercefore available, Inorder
to provide ameaningful comparison of the comhined
results of operations. the pro forma combined
financizl statements for the veir ended December
31, 1982 include the resules of operations and changes
in financial position of Fram and Bendix tor the vear
ended September 30, 1982, The results of operitons
and net changes in working capicl for the three
month pericd ended December 31,1982 have been
included as adjusunents 10 the pro forma combined
statements of retained carnings and chinges in
financiil position respectively.

The capital stock of 33,183 combines the outstanding
share capital of ACIL Fram and Bendix,

2. Sumnary of significant acconnting poficies:
Foreign currency translation -

Foreign curreney transactions included in the
financial starements have been translated ine
Canadian dollars @ raes approximating the raes
of exchange prevailing at the dates of ransactions.
Current assets and current liabilities have heen
translated ar the vear-end rate of exchange. The
resulting net exchange gain or loss is included
inincome.

(Dollars in Thousands)

[nventorivs -

Inventories are valued e the lower of cost (firsein,
first-out or mverige dand net realizable value, Manu-
factured inventories nclude costs for marerials,
Labour and manufacturing overhead.

Property, plant and equipment -

Property, plant and cquipment dre cuevicd aucost
and are principallv depreciated on i compuosite,
stritight-line hasis for ussel groups using lives which
runge from 3 w40 vears, the majority of which hase
duselful life of 15 vears, For certain operations,
deprecimion is compured on the diminishing balingce
methiod generallv over projected lives of 3 1o 20 veurs.

Goodwill -

Goodwill relates o the excess of cost of aequired
comMpanics over net assets dat dutes ol acquisition of
businesses acguired prior wo April 11974 [vis con-
sidered 1o have an indeterminate life and accordingly
is not amortized.

Income raxes -

Income ases are hased on pre-tas tinancil state-
mient income wah an appropriate deferred tx pre-
vision to provide forthe mx eftect of temporary
differences bemween pre-tax financial stuement
income and taxable incomee.

Lovestment tix credins are included inincome as

a reduction of the current year s s provision
when carned.

A Daverntories:

December 31 1983 1982
Ruw muaerials 520,086 823024
Work in process 19.750 15.334
Finished products 46,680 50.574
Sapplics and containers 6,042 0.340

$93.158 395278
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. Property, plant and equipmoent_af cost:

December 31 1983 1952
Land and land improvements 8§ 12,292 8 12,170
Qiland gis properny and
CLuipment 0.891 64410
Machinery and equipment 186,024 165540
Buildings 45919 45005
CONSUIUCtion in progress 8,139 9712
8259865 3#239.443
L |

3. Discontirnied operations:

During the vear decisions were made to sell or shut
down certiin operations of ACL The osses on dis-
posal o these discontnued operations Tuve been
charged o income as extraordinany items as follows:

(1) ACT entered ints an agreement to sell s
Prestolite Battery operitions eftective December 31
1983, The loss on disposal is estimated as follows:

Book value of net assets sold

824977
Estimitied ner cash procecds 18,139
Luss on sale betore income L recovery O.H38
Less: Income Lix recovery 3.580
Loss on sale 3,438

Cii ) In June 1983 ACHshat down its sulpburic acid
production facility at Vallevficld. Quebec, and with-
drew from the sulphuric acid market in Eastern
Canaela, The losses relared 1o shurdown costs and
prewisions for dismantling the faciline are summurrized
s follows:

Total shutdown costs and

dismuntling provisions $2516
s Income tis recovery 1032
Loss on shutdown S1ABG

The net assets of these discontinued operations and
the results of operations to the dates of discontin-
wance have been segregieed and disclosed separately
in the pro forma combined financial statements
for 1983.
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Inaddition the comparative 1982 financial statements
have been restiated o give effect to the segregation,
Asummary of the results of the discontinued
operitions o the respective dates of discontinuance
and for the prior vewr s us Tollows:

1983 1982

Nt siles §33.999 $39.136
Cost of goods sold and

other expenses 39.236 ST.208

Deepreciation and amortization 811 1.818

Interest expense 2897 2,057

42944 51,083

Loss hefore income txes B.945 11,927

[ncome [x recovery 3.670 5.042
Loss from discontinued

aperations 55275 5 0H8Y

6. Porsions.

The compuanies” pension plans cover substantialiy all
emplovees, Based on the Luest actuarial valuatons,
unfunded liabilities for past service penstons are
estimattedd at $7.200 The companies are amertiZing
and fundiog these labilities on o straight-line basis
over various periods of up o fifteen vears, Al vesued
pension rights are Tully tunded.

T Long-terni debi.

December 31 1983 1952
12Y4% loan frenm Onitario
Development Corporition
payahle in monthly
mstalments 1o 1992 5 439 476
10Y2% mortgage pavable in
maonthly instlments.
duc 1988 343 —
113570 mortgage pavable in
maonthly instlments.
due 1984 393 —
Other deln 31 03
1,206 569
Less: Current portion 469 101
s 737 G




8. Related party transactions:

The companies are indirectly wholly-owned sub-
sidiaries of Allied Corporation, a U8, corporation.
Transactions benween the parent and affiliaes are
recorded a fair market value, Details of these trans-
actions are summarized as follows:

1983 1982

Sales §59.854 307491
Purchases of product, raw

materials, services

and equipment 85,280 80.305
Interest income

{expense)-net (4,228) 4,699
Payment of royalties

and commissions 2772 2294

10. Summary of segmentod fiviancial informetion:

9. Keseavch and developnient:

Rescarch and development expense charged o
opertions Amounts 1o approximately §7.600
{1982-§7.100)

The segments are Chemical - industrial chemicals and highway produas: Automotive - safety restraints, filters,
fans, air cleaners and clectrical and brake components: Acrospace - fuel control systems and aiceralt
overhaul and repairs: Industrial and Technology - laboratory equipment and supplies, clectronic components

and refractory products: and, Oil and Gas.

L
Industrial and — Oitand

Chemical  Automotive  Acrospace  Technology Gas Tl
Net sales 1983  $189.907 1261224 260,606 £122.265 32053 $636.115
1982 188425 224490 69889 118,518 6,015 6007337
Income {loss) 1983 22 49 19,156 1115 3570 (1.283) 40,613
from operations 1982 27,701 15,423 2,640 4,462 (299) 50,737
Depreciation, depletion 1983 7447 4,293 837 1.109 1.208 14914
and amortization 1982 7049 4.274 658 1,212 30 13249
Property, plant and 1983 7776 11,202 1.704 1,956 169 22 K67
cquipment additions 1982 13850 1810 2216 1443 2,119 24 450
Total identifiable 1983 128,607 167,376 30891 58.670 959 326,503
Assers 1982 130,890 98,437 22859 33,975 3002 311223

Both the 1983 and comparative 1982 figures exclude discontinued operations.

Identifiable assets excludes cash and net assets of discontinued operations totalling $29.930 (1982-£38 439).
Included in netsales are export sales of $215,200 (1982-8192,645) mainly to the United States.
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Auditors’ Report

Aarch 16, 1984

To the Board of Directors of
Allicd Corporation:

We have examined the pro forma combined balanee
shieets ol allied Corporation - Cainadian Operations
s December 31,1983 and 1982 and the pro forima
combined statements of income, retained earnings
and changes in financid posidon lorthe o vears then
ended. Our examinations were nude incaccordinee
with generally aceepred auditing stndards, and
accordingly included such wests and other procedures
ds we considered necessiorv i the circumstances,

In o opinion, these pro torma combined linancil

statements have beon properly compiled 1o set forth
the financial position of Allicd Corporation -

Churtered Accountants
Suite 16400, Mississauga Executive Centre

Twa Robert Speck Parkway
Mississaugin Ontario 147 1HS
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Canudiin Qperations s December 3101983 and
1982 and the results of their operations and changes
in thedr financil position tor the twe vears then
ended oncpro forma combined hasis using the
princples of combuation as described in Note

1o the tfinancial statements

The 1982 consolidied Timaneil stiements of Fram
Canada Incound subsidiaries and Bendix Heavy
Vehioke ssstems. Ineand subsidiary which torm
partof the 1982 pro forma combined financial
statements das shown i Nowe 1,owere reported on
by ether audditors,



Five Year Summary of
Continuing Operations (unaudited) (i)

Years coded Decemiber 31

For the yvear tDollirs in vilhoneo 19843 1982 1981 1980} 97
Sales in Canada $4209 447 480 $304.3 $325 4
Lxpent sules 215.2 192.0 210G 747 185
Netsiules 636.1 GO™ A 6R9.2 S00.0 3138
Income from continuing operilions

(after tax) 249 347 S8 A8 374
Rescarch and development expense .0 ~1 0 4.7 5.0
Property. plant zind equipment additions 229 245 220 R 231
Salaries, wages and benedits 1754 108 5 [138.9 1327 1332
Dividends paid out of aperaions 1o

Allied Corporation and subsidiaries — 18~ 220 2 4.7
Atyear-end
Equity of Cmadian operations 218.2 2000 2799 289.9 272
Number of emplovees 5,588 3308 ¢ A8 5,028 3887

(1) For compearative praposes all niinihers beire been resteded o inclide companties
degiitred diering the vears
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