Critical Accounting Estimates

The Company’s significant accounting policies are disclosed in
Note 1 of the consolidated financial statements under Summary of
Significant Accounting Policies. The preparation of financial state-
ments requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclo-
sure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenue and expenses
during the year. We evaluate our estimates and assumptions on a
regular basis, based on historical experience and other relevant
factors. Significant areas requiring the use of management
estimates include the valuation allowances for inventories and
receivables, employee future benefits, the fair value of intangibles,
the useful lives of long-lived assets, goodwill impairment,
restructuring cost estimates, fair value of derivatives, as well as the
recoverability of future income tax assets. Actual results can differ
from those estimates.

Inventory

The Company has valued its inventories at the lower of cost or
replacement cost for raw materials and the lower of cost and net
realizable value for work in progress and finished goods. Inventory
valuation applied to the Company’s inventories are based on man-
agement’s estimates of net realizable value taking into account
factors such as steel prices as well as gross margins, inventory
turnover or aging, expected future demand, and past experience. A
change in the underlying assumptions related to these factors could
affect the carrying value of inventory as well as cost of goods sold.

Accounts receivable

The Company records an allowance for doubtful accounts related
to accounts receivable that may potentially be impaired. The
allowance is based on the Company’s knowledge of the financial
condition of its customers, the aging of receivables, current
business environment, customer and industry concentrations, and
historical experience. A change to these factors could impact the
estimated allowance for doubtful accounts and the provision for
bad debts recorded as part of selling and administrative expenses.

Employee future benefits

The Company has defined benefit plans and other post-retirement
benefits covering certain employees. Pensions and post-retirement
costs and liabilities are determined by actuarial valuation. Earnings
are charged with the cost of benefits earned by employees as
services are rendered. Actuarial valuations require management to
make certain judgments relating to pension plans’ expected invest-
ment yields, wage and salary escalation, expected health care
costs, mortality of members, terminations and the ages at which
members will retire. Changes in these assumptions could impact
future pension expense. Management evaluates these assumptions
on a regular basis taking into account market conditions and
historical data. These estimates may differ materially from actual
results that will occur over an extended period of time. Any
significant differences may have a material effect on the recorded
pension expense and carrying value of the plans’ net assets or net
liabilities.

Intangible assets and goodwill

Management assigns value to intangible assets acquired in business
combinations or other forms of acquisitions. The value assigned to
intangible assets such as patents, customer relationships and non-
compete agreements is determined by estimating future cash flows,
determining discount rates and determining the useful lives of
acquired assets. An impairment test on goodwill is performed in the
fourth quarter of each year at the reporting unit level. As the esti-
mates of future cash flows to value the goodwill are based on future
events, any changes from the estimated amounts could have an
impact on the annual impairment test and carrying value of the
goodwill.

Long-lived assets
Long-lived assets are recorded at cost, and management makes a de-
termination of their useful estimated lives at the time of acquisition.

The Company performs an impairment analysis test on long-lived
assets in the fourth quarter of each year, or more frequently if events
or changes in circumstances indicate that an impairment loss may
have been incurred. In performing this evaluation, reliance is
placed upon a number of factors which include management’s
estimates of essential lives of the assets, business plans, economic
projections and anticipated cash flows. An impairment loss is
recognized when the carrying amount of the asset to
be held and used exceeds the sum of the undiscounted cash
flows expected from use. Impairment is measured as the amount by
which the carrying value of the asset exceeds the fair value. Fair
values are based on assumptions concerning the amount and
timing of estimated future cash flows and assumed discount rates
that reflect varying degrees of perceived risk. Since fair value is
based on estimates of future events, changes in estimates could
result in write downs.

Income tax valuation allowance

Future tax assets are calculated based on tax rates to be applied in
future periods. Previously recorded tax assets and liabilities need to
be adjusted when the expected date of the future event is revised
based on current information. A valuation allowance has been
recorded to reduce future tax assets to the amount of the future tax
benefit that is likely to be realized. In determining the need for the
valuation allowance, the Company considered factors such as pro-
jected future taxable income, the character of the income tax asset,
tax planning strategies, changes in tax laws and the reversal of
future income tax liabilities. If assumptions related to these factors
change significantly, then the valuation allowance, income tax
expense and net income may change materially in the period for
which the determination is made.

Recent Accounting Developments

(i) Financial Instruments - Presentation

The CICA issued Handbook Section 3863, “Financial Instruments
— Presentation”, which replaces CICA Handbook Section 3861, to
enhance financial statement users’ understanding of the signifi-
cance of financial instruments to an entity’s financial position, per-
formance and cash flows. This section establishes standards for
presentation of financial instruments and non-financial derivatives.
It deals with the classification of financial instruments, from the
perspective of the issuer, between liabilities and equity, the classifi-
cation of related interest, dividends, gains and losses, and the
circumstances in which financial assets and financial liabilities are
offset. This standard harmonizes disclosures with International
Financial Reporting Standards and applies to interim and annual
financial statements relating to fiscal years beginning on or after
October 1, 2007. The Company is currently evaluating the impact
of this standard.

(if) Financial Instruments - Disclosures

The CICA issued Handbook Section 3862, “Financial Instruments —
Disclosure”, which requires an entity to have sufficient disclosures
so as to ensure that users of the financial statements can evaluate
the significance of financial instruments for the entity’s financial
position and performance. In order to satisfy this principle, Section
3862 lists specific disclosure requirements. The new standard
applies to interim and annual financial statements relating to fiscal
years beginning on or after October 1, 2007. The Company is
currently evaluating the impact of this standard.

(iii) Inventories

The CICA has issued new recommendations effective January 1,
2008 which establishes standards for the measurement and disclo-
sure of inventories. The main features of the new recommendation
include the measurement of inventories at the lower of cost and net
realizable value, with guidance on the determination of cost,
including allocation of overheads and other costs to inventory. The
Company plans to comply with these recommendations; and is
currently evaluating the impact of these new recommendations on
its consolidated financial statements.
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(iv) Capital Disclosures

In December 2006, the CICA issued Handbook Section 1535,
“Capital Disclosures”. This standard requires that an entity disclose
information that enables users of financial statements to evaluate an
entity’s objectives, policies and processes for managing capital,
including disclosures of any externally imposed capital require-
ments and the consequences of non-compliance. The new standard
applies to interim and annual financial statements relating to fiscal
years beginning on or after October 1, 2007. The Company is
currently evaluating the impact of this standard.

(v) Goodwill and Intangible Assets

In February 2008, the CICA issued Handbook Section 3064,
“Goodwill and Intangible Assets”. Section 3064, which replaces
Section 3062, “Goodwill and Intangible Assets”, and Section 3450,
“Research and Development Costs”, establishes standards for the
recognition, measurement and disclosure of goodwill and intan-
gible assets. The provisions relating to the definition and initial
recognition of intangible assets, including internally generated
intangible assets, are equivalent to the corresponding provisions of
International Financial Reporting Standard IAS 38, “Intangible
Assets”. This new standard is effective for fiscal years beginning on
or after October 1, 2008. The Company is currently evaluating the
impact of this standard.

Shareholders

As a result of lower earnings in 2007, the return on average share-
holders’ equity decreased to 8.0% from 14.4% last year. This
reflects the decreased profitability in the Packaging and Metal
Processing segments of the Company. The book value per share was
$10.50 at the end of 2007, representing a decrease of 2.1% from
the prior year’s $10.73. The lower value was due primarily to the
increase in the accumulated other comprehensive loss, offset in
part by the increase in retained earnings and capital stock. The
increase in the accumulated other comprehensive loss results from
the change during the year in the exchange rate of the U.S. dollar
which was Cdn. $0.9913 at the end of 2007 compared to Cdn.
$1.1654 at the end of 2006 and which averaged $1.0748 during
the year.

Capital Stock

Details of the issued and outstanding common shares are outlined
in Note 11 of the consolidated financial statements under Capital
Stock and remain unchanged as at February 28, 2008.

No stock options were issued during the year; however, 53,600
stock options were exercised, resulting in the issuance of 53,600
common shares in exchange for proceeds of $0.4 million.

Contractual Obligations

Set out below is a summary of the amounts due and committed under contractual cash obligations at December 31, 2007:

(in thousands of dollars) Principal Payments

Operating Lease

Capital Expenditure Other Purchase

on Long-Term Debt Commitments Commitments Commitments Total
2008 $ - $ 10,745 $ 7,038 $ 84,301 $ 102,084
2009 - 9,103 - 308 9,411
2010 - 7,547 - - 7,547
2011 - 5,650 - - 5,650
2012 - 4,767 - - 4,767
Thereafter - 25,701 - - 25,701
Total $ - $ 63,513 $ 7,038 $ 84,609 $ 155,160

Off-Balance Sheet Arrangements

At December 31, 2007, the Company had outstanding letters of
credit with various financial institutions of $1.5 million. These let-
ters of credit are matched with certain operational commitments in
the normal course of business. The Company is subject to a fee
based on the amount of the letter of credit for the period outstand-
ing, which is included in interest expense on an accrual basis.
Given the minimal amount of outstanding letters of credit, the
amount of this fee is not significant. Also, as discussed above under
Interest Rate Risk, at December 31, 2007, there were U.S. $50 mil-
lion of interest rate swap arrangements in place.

Foreign Exchange Forward Contracts and Interest Rate Swaps

The Company enters into foreign exchange contracts with various
financial institutions to hedge future cash flows in various curren-
cies. These contracts are matched with anticipated operational cash
flows in various currencies, the amounts of which are estimated
based on existing orders from customers, current conditions in the
Company’s markets, and past experiences. All foreign exchange
contracts are part of formal hedging relationships which are docu-
mented and assessed on a quarterly basis. The foreign exchange
gain or loss arising from the contract is matched with the foreign
exchange gain or loss of the underlying hedged item. As at
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December 31, 2007, the Company was committed to the sale of
U.S. $3.0 million under forward exchange contracts. The contracts
are at rates of exchange ranging from Cdn. $0.9578 to Cdn.
$1.0098 maturing from January 2, 2008 to June 20, 2008. The
Company was committed to the sale of €0.1 million under forward
exchange contracts. The contracts are at rates of exchange ranging
from Cdn. $1.4200 to Cdn. $1.4665 maturing from January 16,
2008 to April 11, 2008. In addition, the Company was committed
to the sale of £0.2 million under forward exchange contracts. The
contracts are at rates of exchange ranging from Cdn. $2.0242 to
Cdn. $2.1390 maturing from January 9, 2008 to May 9, 2008. The
foreign exchange contracts represent an obligation to exchange
principal amounts between the Company and the counterparty. The
Company is exposed to the effect of changes in interest rates with
respect to the floating interest rate on $50 million of long-term debt.
The Company has entered into interest rate swap contracts to fix the
interest rate on this debt at an effective interest rate of 4.15%. The
contracts expire December 21, 2009 and December 31, 2010. The
interest rate swap contracts represent an obligation to exchange
interest amounts between the Company and the counterparty.
Based on the foreign exchange rates as at December 31, 2007 for
contracts with similar remaining terms to maturity, the unrecog-
nized net loss relating to all the Company’s forward exchange con-
tracts and interest rate swap contracts is approximately $0.6 million
($0.4 million net of tax).



Disclosure Controls and Procedures

In connection with the Canadian Securities Administrators
Multilateral Instrument 52-109, “Certification of Disclosure in
Issuers’ Annual and Interim Filings”, the Company’s management,
including the Chief Executive Officer and the Chief Financial
Officer, has evaluated the effectiveness of the Company’s disclosure
controls and procedures. Based on that evaluation, the Chief
Executive Officer and the Chief Financial Officer concluded that
such disclosure controls and procedures were effective as of
December 31, 2007 in providing reasonable assurance that
material information relating to the Company and its consolidated
subsidiaries would be made known to them by others within those

entities. There have been no significant changes in such controls
and procedures during 2007, other than for the new business
acquisitions that could materially affect the Company’s internal
control over financial reporting. In addition, internal control
over financial reporting has been designed to provide reasonable
assurance regarding the reliability of financial reporting and the
preparation of the financial statements in accordance with GAAP.

Additional information relating to the Company, including its quar-
terly results and the Company’s Annual Information Form (“AlF”), is
available on SEDAR (“System for Electronic Document Analysis and
Retrieval”) at www.sedar.com.

Quarterly Results

(in thousands of dollars except per share amounts)

Q1 Q2 Q3

2007 2006
Q4  Total Q1 Q2 Q3 Q4  Total

Net Sales from Continuing Operations

Basic Earnings per Share 0.19 0.25 0.12
Diluted Earnings per Share 0.19 0.24 0.12
Net Earnings 7,024 9,197 7,800
Basic Earnings per Share 0.22 0.29 0.24
Diluted Earnings per Share 0.22 0.28 0.24

$234,608 $229,235 $226,663
Net Earnings from Continuing Operations 5,938 8,028 4,104

$209,360 $899,866 $201,789 $219,001 $226,126 $211,434 $858,350

3,278 21,348 9,934 12,689 11,820 9,763 44,206

0.10 0.66 0.32 0.39 0.37 0.30 1.38
0.10 0.65 0.31 0.39 0.37 0.29 1.36
3,278 27,299 10,081 12,997 12,384 11,254 46,716
0.10 0.85 0.32 0.40 0.39 0.35 1.46
0.10 0.84 0.31 0.40 0.39 0.34 1.44
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Management’s Responsibility for Financial Reporting

The consolidated financial statements and other information
in this annual report are the responsibility of management. The
financial statements have been prepared in accordance with
accounting principles generally accepted in Canada and, where
appropriate, reflect estimates based on the best judgment of
management. The financial information presented throughout
this annual report is consistent with the financial statements.

Management maintains accounting systems which incor-
porate extensive internal financial controls designed to safe-
guard assets from loss or unauthorized use and ensure the
accuracy of the financial records. An internal audit program has
been established to review and evaluate the accounting records
and internal controls with findings and recommendations
reported to management and the Audit and Finance Committee.

KPMG L, an independent firm of Chartered Accountants,
has been appointed by the shareholders as external auditors of
the Company. The Auditors’ Report to the Shareholders, which
describes the scope of the examination and expresses their
opinion on the consolidated financial statements is presented on
this page.

Auditors’ Report to the Shareholders

The Board of Directors is responsible for ensuring that
management fulfills its responsibility for financial reporting
and internal controls. The Board exercises its responsibility
through its Audit and Finance Committee, which is comprised
of entirely independent Board members. This Committee meets
regularly with the independent auditors and management,
including internal audit staff, to satisfy itself that the responsi-
bilities of the respective parties are properly discharged and to
review the consolidated financial statements before they are
presented to the Board for approval.

W 9/(«“\\4 A"

Mark C. Samuel
Chairman
and CEO

John D. Amodeo
Vice-President
and CFO

February 28, 2008

We have audited the consolidated balance sheets of
SAMUEL MANU-TECH INC. as at December 31, 2007 and
2006 and the consolidated statements of earnings, retained
earnings, comprehensive income and cash flows for the years
then ended. These financial statements are the responsibility of
the Company’s management. Our responsibility is to express an
opinion on these financial statements based on our audits.

We conducted our audits in accordance with Canadian
generally accepted auditing standards. Those standards require
that we plan and perform an audit to obtain reasonable
assurance whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the finan-
cial statements. An audit also includes assessing the accounting
principles used and significant estimates made by manage-
ment, as well as evaluating the overall financial statement
presentation.
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In our opinion, these consolidated financial statements
present fairly, in all material respects, the financial position of
the Company as at December 31, 2007 and 2006 and the
results of its operations and its cash flows for the years then
ended in accordance with Canadian generally accepted
accounting principles.

K& 4P
s L

Chartered Accountants
Toronto, Canada

February 28, 2008



Consolidated Statements of Earnings

(in thousands of dollars except per share amounts)
Years ended December 31, 2007 and 2006

NET SALES

COSTS AND EXPENSES (INCOME):
Cost of sales, selling and administration
Depreciation and amortization
Foreign exchange loss
Interest on long-term debt
Interest on short-term debt
Interest income

EARNINGS FROM CONTINUING OPERATIONS
BEFORE RESTRUCTURING AND INCOME TAXES
RESTRUCTURING (note 14)

EARNINGS FROM CONTINUING OPERATIONS
BEFORE INCOME TAXES

INCOME TAXES (note 10):
Current
Future (recovery)

EARNINGS FROM CONTINUING OPERATIONS

EARNINGS FROM DISCONTINUED OPERATIONS (note 3)

NET EARNINGS

BASIC EARNINGS PER SHARE:

From continuing operations
From discontinued operations

DILUTED EARNINGS PER SHARE:

From continuing operations
From discontinued operations

See accompanying notes to consolidated financial statements.

Consolidated Statements of Retained Earnings

(in thousands of dollars)
Years ended December 31, 2007 and 2006

RETAINED EARNINGS, BEGINNING OF YEAR
NET EARNINGS
DIVIDENDS PAID ON COMMON SHARES

RETAINED EARNINGS, END OF YEAR

See accompanying notes to consolidated financial statements.

2007
$ 899,866

837,759
22,747
1,057
7,199
1,080
(181)

869,661

30,205
1,562

28,643

6,381
914

7,295
21,348
5,951

$ 27,299

$ 0.66
0.19

$ 0.85

$ 0.65
0.19

$ 0.84

2007

$ 327,472
27,299
(12,846)

$ 341,925

2006
$ 858,350

767,253
22,943
421
3,132
467
(215)

794,001

64,349

64,349

21,364
(1,221)

20,143

44,206
2,510

$ 46,716

$ 1.38
0.08

$ 1.46

$ 1.36
0.08

$ 1.44

2006

$ 293,533
46,716
(12,777)

$ 327,472

29



Consolidated Balance Sheets

(in thousands of dollars)
December 31, 2007 and 2006

2007 2006
ASSETS
CURRENT ASSETS:
Cash and cash equivalents $ 1,876 $ 5,744
Accounts receivable 123,801 117,068
Inventories (note 4) 180,555 184,134
Prepaid expenses and sundry 3,260 5,663
Income taxes receivable 6,475 -
Future income taxes (note 10) 5,500 7,046
Assets held for sale 345 -
Current assets of discontinued operations (note 3) - 20,824
321,812 340,479
CAPITAL ASSETS (note 5) 173,150 150,343
ACCRUED PENSION ASSET (note 9) 9,335 7,394
FUTURE INCOME TAXES (note 10) 1,260 489
GOODWILL (note 6) 50,008 51,631
INTANGIBLE ASSETS (note 6) 11,396 15,460
OTHER ASSETS 1,294 2,600
LONG-TERM ASSETS OF DISCONTINUED OPERATIONS (note 3) - 1,244
$ 568,255 $ 569,640
LIABILITIES AND SHAREHOLDERS’ EQUITY
CURRENT LIABILITIES:
Bank indebtedness (note 7) $ 3,915 $ 10,011
Accounts payable and accrued liabilities (note 1) 68,462 79,993
Deferred revenue 5,880 4,508
Dividends payable 3,245 3,234
Income taxes payable - 1,486
Current liabilities of discontinued operations (note 3) - 4,935
81,502 104,167
LONG-TERM DEBT (note 8) 131,414 104,164
POST-RETIREMENT BENEFITS OTHER THAN PENSIONS (note 9) 2,326 2,285
FUTURE INCOME TAXES (note 10) 15,285 15,033
OTHER LONG-TERM LIABILITIES (note 1) 366 -
230,893 225,649
SHAREHOLDERS’ EQUITY:
Capital stock (note 11) 29,891 29,464
Contributed surplus (note 11) 216 162
Retained earnings 341,925 327,472
Accumulated other comprehensive loss (note 16) (34,670) (13,107)
307,255 314,365
337,362 343,991
COMMITMENTS AND CONTINGENCIES (note 15)
SUBSEQUENT EVENTS (note 18)
$ 568,255 $ 569,640

See accompanying notes to consolidated financial statements.

ON BEHALF OF THE BOARD OF DIRECTORS

(Signed) M. C. Samuel, Director

@1\\1} J. Morton, Director
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Consolidated Statements of Comprehensive Income

(in thousands of dollars)
Years ended December 31, 2007 and 2006

2007
NET EARNINGS $ 27,299

OTHER COMPREHENSIVE INCOME (LOSS), net of tax
Unrealized gain (loss) on translation of net foreign operations (21,184)
Change in unrealized derivative loss on derivatives

designated as cash flow hedges (net of taxes of $107) 207
Reclassification of earnings on cash flow loss

(net of taxes of $54) (104)

(21,081)

COMPREHENSIVE INCOME $ 6,218

See accompanying notes to consolidated financial statements.

2006
$ 46,716

1,234

1,234

$ 47,950
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Consolidated Statements of Cash Flows

32

(in thousands of dollars)
Years ended December 31, 2007 and 2006

2007
CASH FLOWS FROM (USED IN) OPERATING ACTIVITIES:
Earnings from continuing operations $ 21,348
Items not involving cash:
Depreciation and amortization 22,747
Loss (gain) on disposal of capital assets (4,092)
Compensation costs for stock options 54
Future income taxes 914
Increase in accrued pension asset (2,008)
Increase in post-retirement benefits
other than pensions 324
39,287
Change in non-cash operating working capital:
Increase in accounts receivable (5,772)
Decrease (increase) in inventories 5,008
Decrease (increase) in prepaid expenses and sundry 1,904
Increase (decrease) in accounts payable
and accrued liabilities (12,875)
Increase (decrease) in deferred revenue (2,387)
Decrease in income taxes payable (8,529)
16,636
CASH FLOWS FROM (USED IN) INVESTING ACTIVITIES:
Proceeds on sale of capital assets 5,940
Purchase of capital assets (32,199)
Business acquisitions (note 2) (44,058)
(70,317)
CASH FLOWS FROM (USED IN) FINANCING ACTIVITIES:
Decrease in other assets 994
Issuance of common shares (note 11) 427
Increase in long-term debt 41,765
Repayment of long-term debt =
Dividends paid on common shares (12,846)
30,340
CASH FLOWS FROM (USED IN) DISCONTINUED OPERATIONS:
Operating activities (255)
Investing activities 26,102
25,847
EFFECT OF EXCHANGE RATE CHANGES ON CASH POSITION (278)
INCREASE IN CASH POSITION 2,228
CASH POSITION, BEGINNING OF YEAR (4,267)
CASH POSITION, END OF YEAR $ (2,039)
SUPPLEMENTAL CASH FLOW INFORMATION:
Income taxes paid $ 18,842
Interest paid 7,669
Interest received 181

See accompanying notes to consolidated financial statements.

2006

$ 44,206

22,943
62
54
(1,221)
(2,636)

103

63,511

(2,187)
(36,387)
(1,549)

7,792
301
(5,573)

25,908

265
(26,559)
(72,698)

(98,992)
828
2,089
83,392

(60)
(12,777)

73,472

108
(197)

(89)

241
540

(4,807)

$ (4,267)

$ 28,760
4,135
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Notes to Consolidated Financial Statements

(in thousands of dollars except per share amounts)
Years ended December 31, 2007 and 2006

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The consolidated financial statements are prepared in accordance
with accounting principles generally accepted in Canada. Significant
accounting policies adopted by the Company are as follows:

(@) Principles of consolidation:
These consolidated financial statements include the accounts of
all subsidiaries and the Company’s proportionate share of assets
and liabilities of a partnership and a joint venture, after elimi-
nation of material intercompany balances and transactions.

(b) Revenue recognition:
Revenue resulting from the sale of goods or services is recogni-
zed when goods are shipped and title passes or services are
provided, persuasive evidence of a sales arrangement exists,
collection is probable and the price is fixed or determinable.

Revenue resulting from specific contracts extending beyond
twelve months is recognized on the percentage of completion
basis. Under such contracts, revenue is recognized based on
the ratio of total costs incurred to date to overall estimated costs.
Provisions for estimated losses on contracts are recognized
when identified.

Amounts billed and payments received in advance of the recog-
nition of revenue are recorded as deferred revenue.

(c) Cash and cash equivalents:
Cash and cash equivalents is composed of cash and cash equi-
valents with maturities at the date of purchase of three months
or less, less bank indebtedness.

(d) Inventories:
Raw materials are valued at the lower of cost and replacement
cost. Work in process and finished goods are valued at the
lower of cost and net realizable value.

(e) Capital assets and depreciation:
Capital assets are recorded at their historical cost. Depreciation
is provided based on the estimated useful lives of the assets at
the following bases and annual rates:

Declining-balance basis:

Furniture and fixtures at rates varying from 20% to 33%

Trucks and automobiles at rates varying from 20% to 30%
Straight-line basis:

Buildings at rates varying from 3% to 7%

Machinery and equipment at rates varying from 7% to 20%

Leasehold improvements over the terms of the leases

() Goodwill and intangible assets:
Goodwill is no longer amortized, but instead subjected to an
annual impairment test. If impairment of goodwill is deter-
mined, an impairment loss will be recognized and goodwill will
be written down to its fair value. An impairment loss is to be
provided when the carrying amount of the goodwill exceeds its
fair value.

Intangible assets represent a licence, customer relationships,
patents and other intangible assets acquired. The Company has
determined that none of its intangible assets have indefinite
lives and, accordingly, continues to amortize such intangible
assets on a straight-line basis over their estimated useful
lives, ranging from 4 to 15 years.

(9) Impairment of long-lived assets:
An impairment of a long-lived asset is recognized when the
carrying amount of an asset to be held and used exceeds the
sum of undiscounted cash flows expected from its use, and is
measured as the amount by which the carrying amount of assets
exceeds its fair value.

Disposal of long-lived assets and discontinued operations:
Assets classified as held for sale are measured at the lower of
their carrying amounts or fair value, less costs to sell.
Discontinued operations are defined as any disposals of a com-
ponent of an entity, which comprises operations and cash flows
that can be clearly distinguished from the remainder of the
Company.

=

(i)
)

Other assets:
Other assets consist of receivables that extend beyond one year.

Employee benefit plans:

The Company accrues its obligations under employee benefit
plans and the related costs, net of plan assets. Assets are valued
at fair value for the purpose of recalculating the expected return
on plan assets. The fair value of the plan assets is determined on
the published market values at year end. The cost of pension
and other retirement benefits earned by employees is deter-
mined using the projected benefit method prorated on service
and management’s best estimates of the pension plans’
expected investment vyields, wage and salary escalation,
mortality of members, terminations and the ages at which
members will retire. The discount rate used for determining
current service cost and the liability for future benefits is the
current interest rate at the balance sheet date on high-quality
fixed income investments with maturities that match the
expected maturity of the obligations.

Earnings are charged with the cost of benefits earned by
employees as services are rendered. Adjustments arising from
pension plan adjustments and changes in assumptions are
amortized to earnings over the estimated average remaining
service lives of the members. The excess of the net actuarial
gain (loss) over 10% of the greater of the benefit obligation and
the fair value of plan assets is amortized over the average
remaining service lives of the members. The average remaining
service life of the members ranges from 6 to 26 years.

The difference between pension cost, determined on an
accounting basis, and the funding of pension costs, as required
by regulatory authorities, gives rise to a timing difference in the
recognition of pension expense, which appears on the consoli-
dated balance sheets as either accrued pension asset or accrued
benefit obligation.

The Company’s defined benefit plans are based on either years
of service and career average earnings, or years of service and
flat benefit rates.

When a restructuring of a benefit plan gives rise to both a cur-
tailment and a settlement of obligations, the curtailment is
accounted for prior to the settlement. Curtailment gains are off-
set against unrecognized losses and any excess gains and all
curtailment losses are recorded in the period in which the
curtailment occurs.

The Company is responsible for continuing to provide health
care and life insurance benefits for certain retired employees.
The amount of the accumulated post-retirement benefits obliga-
tion has been actuarially determined and benefit costs are
charged against the obligation as incurred.

Income taxes:

The Company follows the asset and liability method of account-
ing for future income taxes. Under this method of tax allo-
cation, future tax assets and liabilities are determined based on
differences between the financial reporting and tax bases of
assets and liabilities, and are measured using the substantively
enacted tax rates and laws anticipated to apply in the years that
the differences are expected to reverse. A valuation allowance
is recorded against any future income tax asset if it is more
likely than not that the asset will not be realized. The effect
on future tax assets and liabilities of a change in tax rates is
recognized in earnings in the year that enactment or substantive
enactment occurs.

Earnings per share:

Earnings per share are calculated using the weighted average
number of shares outstanding during the year. The treasury
stock method is used to calculate diluted earnings per share.
The treasury stock method assumes that potential proceeds
from the exercise of stock options and warrants would be used
to purchase the Company’s common shares at the average
market price during the year, thereby reducing the number
of shares otherwise used to calculate basic earnings per share.

33



(m) Foreign exchange translation:

Assets and liabilities of self-sustaining foreign operations are
translated into Canadian dollars at year-end exchange rates.
Revenue and expenses are translated at average exchange rates
during the year. Cumulative exchange differences arising on
translation of the financial statements of the foreign operations
are deferred and reported in the accumulated other compre-
hensive loss account in the shareholders’ equity section of the
consolidated balance sheets. The Company’s foreign currency-
denominated debt acts as a hedge to the foreign currency expo-
sure generated by the self-sustaining foreign operations. As
such, the translation gains and losses are also in the accumu-
lated other comprehensive loss account.

In respect of other transactions denominated in a foreign cur-
rency, the monetary assets and liabilities of the Company that
are denominated in foreign currencies are translated at the year-
end exchange rates. Revenue and expenses are translated at
rates of exchange prevailing on the transaction dates. All of the
exchange gains or losses resulting from these other transactions
are recognized currently in earnings.

(n) Financial instruments:
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(i) Comprehensive Income, Equity, Financial Instruments -
Recognition and Measurement, Financial Instruments -
Disclosure and Presentation, and Hedges:

On January 1, 2007, the Company retrospectively
adopted without restatement The Canadian Institute of
Chartered Accountants’ ("CICA") Handbook Section 1530,
Comprehensive Income; Section 3251, Equity; Section
3855, Financial Instruments - Recognition and
Measurement; Section 3861, Financial Instruments -
Disclosure and Presentation; and Section 3865, Hedges.
Section 1530 establishes standards for reporting and
presenting comprehensive income, which is defined as
the change in equity from transactions and other events
from non-owner sources. Other comprehensive income
refers to items recognized in comprehensive income that
are excluded from net income calculated in accordance
with generally accepted accounting principles.

Section 3861 establishes standards for presentation of
financial instruments and non-financial derivatives and
identifies the information that should be disclosed about
them. Under the new standards, policies followed for
periods prior to the effective date generally are not
reversed and, therefore, the comparative figures have not
been restated except for the requirement to reclassify the
currency translation adjustment as part of other compre-
hensive income. Section 3865 describes when and how
hedge accounting can be applied as well as the disclosure
requirements. Hedge accounting enables the recording of
gains, losses, revenue and expenses from derivative finan-
cial instruments in the same period as for those related to
the hedged item.

Section 3855 prescribes when a financial asset, financial
liability or non-financial derivative is to be recognized on
the balance sheet and at what amount, requiring fair value
or cost-based measures under different circumstances.
Under Section 3855, financial instruments must be classi-
fied into one of these five categories: held-for-trading,
held-to-maturity, loans and receivables, available-for-sale
financial assets and other financial liabilities. All financial
instruments, including derivatives, are measured on the
balance sheet at fair value except for loans and receivables,
held-to-maturity investments and other financial liabili-
ties, which are measured at amortized cost. Subsequent
measurement and changes in fair value will depend on their
initial classification, as follows: held-for-trading financial assets
are measured at fair value and changes in fair value are recog-
nized in net earnings; available-for-sale financial assets are
measured at fair value with changes in fair value recorded in
other comprehensive income until the investment is derecog-
nized or impaired, at which time the amounts would be
recorded in net earnings. Transaction costs are expensed as
incurred for financial instruments classified or designated
as held-for-trading. For other financial instruments, trans-
action costs are capitalized on initial recognition, if
significant.

Upon adoption of these new standards, the Company
designated its cash and bank indebtedness as held-for-
trading, which is measured at fair value. Accounts receiv-
able are classified as loans and receivables, which are

(0)

measured at amortized cost. Accounts payable and
accrued liabilities and long-term debt are classified as
other financial liabilities, which are measured at
amortized cost.

(i) Derivative financial instruments:
The Company uses derivative financial instruments to
manage risks from fluctuations in exchange rates. These
instruments include forward exchange contracts and
interest rate swaps. All such instruments are used for risk
management purposes only, as the Company does not
enter into derivatives for speculative purposes.

All derivative instruments are recorded in the consoli-
dated statements of earnings at fair value unless the deri-
vative instrument is a contract to buy or sell a non-
financial item in accordance with the Company’s
expected purchase, sale or usage requirements referred
to as "normal purchase or normal sale". Normal purchase
and normal sales are exempt from the application of the
standard and are accounted for as executory contracts.
Changes in the fair value of a derivative instrument desig-
nated as an effective cash flow hedge are recorded in accu-
mulated other comprehensive income, a component of
equity. The Company has elected to apply this accounting
treatment for all embedded derivatives in host contracts
entered into on or after January 1, 2003. The impact of the
change in accounting policy related to embedded deriva-
tives was not material.

The Company enters into foreign currency forward con-
tracts to hedge foreign exchange exposure on anticipated
operational cash flows. The effective portion of changes
in the fair value of derivatives that are designated and
qualify as cash flow hedges is recognized in other compre-
hensive income. Any gain or loss in fair value relating
to the ineffective portion is recognized immediately in the
statement of earnings. The impact on opening retained
earnings was not material. As a result of the adoption of the
new standards, the Company remeasured its cash flow
hedge derivatives at fair value. The fair value of the hedging
items as at January 1, 2007 was an unrealized loss of $732
($482 net of tax). The fair value of the contracts as at
December 31, 2007 was an unrealized loss of $210 ($138
net of tax) and is recorded within accounts payable on
the consolidated balance sheet.

Interest rate risk:

The Company enters into interest rate swaps to hedge
interest rate exposure on anticipated operational cash
flow. The effective portion of the change in the fair value
of the interest rate swap that is designated and qualifies as
a cash flow hedge is recognized in other comprehensive
income. Any gain or loss in fair value relating to the
ineffective portion is recognized immediately in the state-
ment of earnings.

The market value of the swaps at December 31, 2007 was
an unrealized loss of $366 ($241 net of tax) based on the
amount quoted by the Company’s banker and has
been recognized in other comprehensive income and is
recorded within other long-term liabilities on the consoli-
dated balance sheet.

Credit risk:

Credit risk arises from the potential default of a customer in
meeting its financial obligation to the Company. The
Company has credit evaluation, approval and monitoring
processes to mitigate potential credit risk.

The Company evaluates the collectibility of accounts
receivable and records an allowance for doubtful accounts
which reduces receivables to the amount management
reasonably believes will be collected.
Credit risk exists in the event of non-performance by a
counterparty to the forward exchange contracts. This risk is
minimized as each contract is with major chartered banks
and represents an exchange between the same parties
allowing for an offset in the event of non-performance.
Stock option plan:
The Company has a stock option plan, which is described in
note 11, to which it applies the fair value method of accounting
for stock options issued subsequent to January 1, 2003.
Compensation expense is recorded on the grant of options to
employees. Options are valued using the Black-Scholes option
pricing model, and the resulting value of the options is

(iii

=

(iv

—



recorded as contributed surplus over the vesting period of fiscal years beginning on or after October 1, 2007. The

the options. Company is currently evaluating the impact of this
For stock options issued from January 1, 2002 through to standard.
December 31, 2002, the Company applied the settlement (v) Goodwill and intangible assets:
method of accounting, which permitted the Company to not In February 2008, the CICA issued Handbook Section
record compensation costs on the granting of stock options to 3064, Goodwill and Intangible Assets. Section 3064,
employees. The pro forma net earnings relating to the stock which replaces Section 3062, Goodwill and Intangible
options issued in 2002 is illustrated in note 11. Assets, and Section 3450, Research and Development
Consideration paid by the employees on the exercise of stock Costs, establishes standards for the recognition, measure-
options is recorded as capital stock. The Company also ment and disclosure of goodwill and intangible assets.
provides a stock purchase plan to employees, which is non- The provisions relating to the definition and initial recog-
compensatory. nition of intangible assets, including internally generated
) intangible assets, are equivalent to the corresponding
(p) Use of estimates: _ . provisions of International Financial Reporting Standard,
The preparation of financial statements requires management to IAS 38, Intangible Assets. This new standard is effective
make estimates and assumptions that affect the reported for fiscal years beginning on or after October 1, 2008. The
amounts of assets and liabilities and disclosure of contingent Company is currently evaluating the impact of this
assets and liabilities at the date of the financial statements and standard.

the reported amounts of revenue and expenses during the year.
Significant areas requiring the use of management estimates )
include the valuation allowances for inventories and receiv- 2. BUSINESS ACQUISITIONS:
ables, employee future benefits, the fair value of intangibles, the 2007:

useful lives of long-lived assets, goodwill impairment, restruc-
turing cost estimates, fair value of derivatives and the recover-
ability of future income tax assets. Actual results could differ
from those estimates.

(@) Dofasco Elizabethtown Inc.:
On August 17, 2007, the Company acquired 100% of the out-
standing voting shares of Dofasco Elizabethtown
Inc. ("Elizabethtown") for consideration of U.S. $27,392.

(q) Recently issued accounting standards: Elizabethtown is a leading manufacturer of stainless steel laser
(|) Financial instruments - presenta’[ion: Welded '[ubulal’ pI’OdUCtS |Ocated in _Elizabethtown, Kentucky.
The CICA issued Handbook Section 3863, Financial This company now operates as Associated Tube USA Inc.
Instruments - Presentation, which replaces CICA (b) Northland Stainless, Inc.

Handbook Section 3861, to enhance financial statement
users’ understanding of the significance of financial instru-
ments to an entity’s financial position, performance and
cash flows. This section establishes standards for presenta-
tion of financial instruments and non-financial derivatives.
It deals with the classification of financial instruments,
from the perspective of the issuer, between liabilities and

On August 14, 2007, the Company acquired 100% of the out-
standing voting shares of Northland Stainless, Inc. ("Northland")
for consideration of U.S. $10,664. Northland designs, engi-
neers, manufactures and supplies stainless steel pressure
vessels, tank heads and components primarily to the ethanol,
pharmaceutical and chemical industries in North America.

equity, the classification of related interest, dividends, These strategic acquisitions will allow the Company to expand
gains and losses, and the circumstances in which financial its product range and market share within the stainless steel
assets and financial liabilities are offset. This standard tubular and steel pressure vessel industries. Both acquisitions are
harmonizes disclosures with International Financial reported under the Metal Processing segment, and have been
Reporting Standards and applies to interim and annual accounted for under the purchase method of accounting.

financial statements relating to fiscal years beginning on
or after October 1, 2007. The Company is currently
evaluating the impact of this standard.

(i)  Financial instruments - disclosures: Elizabethtown Northland Total
The CICA issued Handbook Section 3862, Financial

Effective from the acquisition date, the results of operations have
been included in the consolidated statements of earnings.

. . : . Cash consideration $ 28,915 $ 11,087 $ 40,002
Instruments - Disclosure, which requires an entity to have Acquisiti s 159 213 372
sufficient disclosures so as to ensure that users of the cquisttion cos
financial statements can evaluate the significance of finan- Total purchase price $ 29,074 $ 11,300 $ 40,374

cial instruments for the entity’s financial position and
performance. In order to satisfy this principle, Section Net assets acquired, at fair values:

3862 lists specific disclosure requirements. The new Accounts receivable $ 5608 $ 3899 $ 9507
standard applies to interim and annual financial state- Inventories 6.673 6.934 13.607
ments relating to fiscal years beginning on or after Prepaid d sund T ' o4 ' o4
October 1, 2007. The Company is currently evaluating repald EXpenses and sundry
the impact of this standard. Capital assets 19,473 5,780 25,253
. Intangible assets
(iii) %_Tqvené?gzsih sued dat o (subject to amortization) 198 621 819
e as issued new recommendations effective
January 1, 2008 which establish standards for the mea- Accounts payable (2.878) (1,669) (4,547)
surement and disclosure of inventories. The main features Deferred revenue - (4289)  (4,289)
of the new recommendations include the measurement of Net assets acquired, net of
inventories at the lower of cost and net realizable value, cash of $75, (Northland) $ 29,074 $ 11,300 $ 40,374

with guidance on the determination of cost, including
allocation of overheads and other costs to inventories.
The Company plans to comply with these recommenda-
tions and is currently evaluating the impact of these

The intangible assets acquired have been added to customer
relationships and patents and other intangible assets as noted

new recommendations on its consolidated financial in note 6.
statements. 2006:

(iv) Capital disclosures: (a) Gerrard-Ovalstrapping, Ovalstrapping Inc. and Plastex Extruders:
In December 2006, the CICA issued Handbook Section On October 11, 2006, the Company acquired the assets and
1535, Capital Disclosures. This standard requires that an the plastic strapping, graphic arts and industrial distribution
entity disclose information that enables users of financial business operations of Gerrard-Ovalstrapping, Ovalstrapping
statements to evaluate an entity’s objectives, policies and Inc. and Plastex Extruders ("GO Packaging”) in North America
processes for managing capital, including disclosures of for net proceeds of U.S. $25,223. GO Packaging and its asso-
any externally imposed capital requirements and the con- ciated group of companies is one of the leading packaging
sequences of non-compliance. The new standard applies organizations in North America. The GO Packaging acquisition
to interim and annual financial statements relating to is reported under the Packaging segment.
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2. BUSINESS ACQUISITIONS (continued):

(b) Advanced Tubing Technology, Inc.:

On June 22, 2006, the Company acquired 100% of the out-
standing capital stock of Advanced Tubing Technology, Inc.
("Tube.tec") for net proceeds of U.S. $21,015 including an earn-
out payment of $1,250 in 2007. Tube.tec designs and manu-
factures tight-tolerance structural tubing components and
assemblies for the all-terrain vehicle, power sports and trans-
portation industries in North America. The Tube.tec acquisition
is reported under the Metal Processing segment.

Silvan Industries, Inc.:

On May 1, 2006, the Company acquired 100% of the out-
standing capital stock of Silvan Industries, Inc. ("Silvan") for net
proceeds of U.S. $21,732. Silvan designs, engineers and manu-
factures pressure vessels to a number of international codes for
a variety of industrial applications. The Silvan acquisition is
reported under the Metal Processing segment.

These strategic acquisitions will allow the Company to expand
its product range and market share within the steel pressure
vessel industry within its existing packaging operations and, as
well as expand upon existing capabilities in robotic welding
and steel tube bending. All of the acquisitions have been
accounted for under the purchase method of accounting and
the results of operations have been included in the consoli-
dated statements of earnings, effective from their respective
acquisition dates.

—
O
-

GO Packaging  Tube.tec Silvan Total

Cash consideration $ 28,263 $ 23,378 $ 24,023 $ 75,664
Acquisition costs 411 136 171 718

$ 28674 $ 23514 $ 24,194 $ 76,382

Total purchase price

Net assets acquired,

at fair values:

Accounts receivable $ 6,049 $ 3922 $ 5231 $ 15,202
Inventories 9,647 1,062 5,345 16,054
Prepaid expenses and

sundry 101 82 141 324
Capital assets 743 3,310 2,949 7,002
Intangible assets

(subject to amortization) 1,131 5,961 2,651 9,743
Goodwill 13,911 11,200 12,239 37,350
Accounts payable (2,860) (2,000) (4,278) (9,138)
Deferred revenue (48) (23) (84) (155)

Net assets acquired, net of
cash of $ 231 (Tube.tec) $ 28,674 $ 23514 $ 24,194 $ 76,382

Certain adjustments for working capital items and acquisition costs
have resulted in additional net proceeds of $1,541, $2,118 and $25
having been paid in 2007 for GO Packaging, Tube.tec and Silvan,
respectively.

The intangible assets acquired have been added to customer relation-
ships and patents and other intangible assets as noted in note 6. Of
the goodwill acquired, $35,648 is deductible for income tax pur-
poses. Goodwill of $23,439 relates to the Metal Processing segment
and $13,911 relates to the Packaging segment.

3. DISCONTINUED OPERATIONS:

On July 31, 2007, the Company sold the operations and net assets of
its U.S. subsidiary, Energy Steel Products, Inc. ("ESP"), for considera-
tion of U.S. $26,006. The sale of ESP, which was previously included
within the Distribution segment, has generated an after-tax gain for
the year ended December 31, 2007 of U.S. $3,253. Accordingly,

36

the results of operations and financial position of ESP have been
segregated and presented separately as discontinued operations in the
consolidated financial statements. The earnings from discontinued
operations included in the consolidated financial statements are as
follows:

2007 2006
Net sales $ 29,561 $ 46,854
Cost of sales, selling and
administration expenses 25,494 42,740
Earnings before gain on sale and
income taxes 4,067 4,114
Gain on sale 6,116 -
Earnings before income taxes 10,183 4,114
Income taxes 4,232 1,604
Earnings from discontinued operations $ 5951 $ 2510

The assets and liabilities of discontinued operations presented on the
balance sheet are as follows:

2007 2006
Accounts receivable $ - $ 3,987
Inventories - 16,748
Prepaid expenses and sundry - 89
Totals current assets - 20,824
Capital assets - 1,244
Total assets - 22,068
Accounts payable and accrued liabilities - 4,935
Net assets of discontinued operations $ - $ 17,133
4. INVENTORIES:
2007 2006
Raw materials $ 49,278 $ 45,766
Work in process 13,610 13,998
Finished goods 117,667 124,370
$ 180,555 $ 184,134

5. CAPITAL ASSETS:

Accumulated Net Book

2007 Cost  Depreciation Value
Land $ 6691 $ - $ 6,691
Buildings 66,287 25,689 40,598
Machinery and equipment 329,338 214,008 115,330
Furniture and fixtures 29,539 23,431 6,108
Trucks and automobiles 2,423 1,209 1,214
Leasehold improvements 8,850 5,641 3,209
$ 443,128 $ 269,978 $ 173,150

Accumulated Net Book

2006 Cost  Depreciation Value
Land $ 7608 $ - $ 7,608
Buildings 61,375 24,743 36,632
Machinery and equipment 306,410 209,121 97,289
Furniture and fixtures 26,739 22,614 4,125
Trucks and automobiles 2,423 1,143 1,280
Leasehold improvements 8,350 4,941 3,409
$ 412,905 $ 262,562 $ 150,343




6. GOODWILL AND INTANGIBLE ASSETS:

2007 2006

Goodwill (a) $ 50,008 $ 51,631
Intangible assets

Licence, net (b) $ 3,728 $ 5,548

Customer relationships, net (c) 6,376 8,381

Patents and other, net (d) 1,292 1,531

$ 11,396 $ 15,460

(a) The Company completed impairment tests for its reporting units
and determined that there were no impairments. The change in
the carrying amount of goodwill is due to foreign currency trans-
lation and the acquisitions of GO Packaging, Tube.tec and Silvan
in 2006, as discussed in note 2.

(b) The cost and accumulated amortization of the licence at
December 31, 2007 amounted to $14,869 (2006 - $17,481) and
$11,141 (2006 - $11,933), respectively.

(c) The cost and accumulated amortization of customer relationships
at December 31, 2007 amounted to $8,977 (2006 - $9,831) and
$2,601 (2006 - $1,450), respectively.

(d) The cost and accumulated amortization of patents and other at
December 31, 2007 amounted to $3,228 (2006 - $3,153) and
$1,936 (2006 - $1,622), respectively.

7. BANK INDEBTEDNESS:

Bank indebtedness includes outstanding cheques and amounts drawn
on the Company’s short-term credit facilities.

The Company has two short-term revolving credit facility agreements.
The first revolving credit agreement provides for a U.S. $20,000
facility and is unsecured. This facility has rates tied to U.S. bank prime
and at LIBOR plus stamping fees. The second revolving credit agree-
ment was negotiated by the Company’s joint ventures, Samuel/Sekisui
Jushi Strapping LLC, in which the Company has a 50% interest, and
provides for a U.S. $2,000 facility and is unsecured. This facility has
rates tied to U.S. bank prime and at LIBOR plus stamping fees.

As at December 31, 2007, a total of $3,915 (2006 - $10,011), all of
which (2006 - $5,825) was denominated in U.S. dollars, has been
drawn against the short-term revolving credit facilities.

8. LONG-TERM DEBT:

The Company has $131,414 (2006 - $104,164) drawn against its four
long-term revolving credit facility agreements, of which $96,768
(2006 - $71,057) was denominated in U.S. dollars.

2007 2006
Revolving credit facility #1, totalling $75,000,
unsecured, maturing on August 20, 2009,
bearing interest at 5.95%
inclusive of stamping fees $ 23745 $ 51,593
Revolving credit facility #2, totalling $25,000,
unsecured, maturing on January 31, 2010,
bearing interest at 5.66%
inclusive of stamping fees 18,290 15,488
Revolving credit facility #3, totalling $75,000,
unsecured, maturing on October 16, 2010,
bearing interest at 5.37%
inclusive of stamping fees 33,915 -
Revolving credit facility #4, totalling $75,000,
unsecured, maturing on June 30, 2011,
bearing interest at 5.62%
inclusive of stamping fees 55,464 37,083
$131,414 $104,164

The Company can borrow against all of the preceding facilities by direct
advances in either Canadian or U.S. funds at Canadian bank prime, U.S. bank
base rate, various bankers’ acceptance rates and LIBOR plus stamping fees.

Principal payments to maturity are nil in 2008; $23,745 in 2009; $52,205 in
2010; and $55,464 in 2011.

9. EMPLOYEE FUTURE BENEFITS:

The Company has a number of defined contribution and defined benefit pension plans providing pension benefits to most of its employees.
Total cash payments for employee future benefits for 2007, consisting of cash contributed to its defined contribution plans, defined benefit
plans and other benefit plans was $9,073 (2006 - $9,342). The total expense for the Company’s defined contribution plans for 2007 was $1,712

(2006 - $1,587).

For the Company’s defined benefit plans, the accrued benefit obligation and the fair value of plan assets for accounting purposes is measured
as at December 31 of each year. The most recent actuarial valuation of the pension plans for funding purposes was as of January 1, 2007, and
the next required valuation will be as of January 1, 2010. Information about the Company’s defined benefit plans and other benefit plans is as

follows:
Pension plans Other benefit plans

2007 2006 2007 2006
PLAN ASSETS:
Fair value, beginning of year $ 69,742 $ 57,353 $ - $ -
Actual return on plan assets 1,888 8,360 - -
Employer contributions 7,070 7,380 292 375
Employee contributions 412 490 - -
Administrative fees (722) (809) - -
Benefits paid (4,754) (3,053) (292) (375)
Foreign exchange rate changes (641) 21 - -
Fair value, end of year $ 72,995 $ 69,742 $ - $ -
ACCRUED BENEFIT OBLIGATION:
Balance, beginning of year $ 81,182 $ 77,975 $ 3,728 $ 4,079
Current service cost 3,418 3,964 - -
Interest cost 4,398 4,259 176 196
Plan amendments - 98 - -
Benefits paid (4,754) (3,053) (292) (375)
Curtailments/settlements/special termination benefits (391) (1,415) - -
Actuarial gains (1,335) (657) (81) (170)
Foreign exchange rate changes (685) 11 (458) 2
Balance, end of year $ 81,833 $ 81,182 $ 3,073 $ 3,728
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9. EMPLOYEE FUTURE BENEFITS (continued):

Pension plans

Other benefit plans

2007 2006 2007 2006
RECONCILIATION OF ACCRUED PENSION ASSET (BENEFIT OBLIGATION):
Deficit, end of year $ (8,838) $ (11,440) $ (3,073) $ (3,728)
Unamortized past service costs 2,343 3,478 - -
Unamortized net actuarial loss 16,361 15,599 747 1,443
Unamortized transitional asset (531) (243) - -
Accrued pension asset (benefit obligation), end of year $ 9335 $ 7,394 $ (2,326) $ (2,285)

Included in the above accrued benefit obligation and fair value of plan assets at year end are the following amounts in respect of plans

that are not fully funded:

Accrued benefit obligation $ 81,833 $ 81,182 $ 3,073 $ 3,728
Fair value of plan assets 72,995 69,742 - -
Funded status - plan deficit $ (8,838) $ (11,440) $ (3,073) $ (3,728)
PENSION EXPENSE:
Elements of costs recognized in the year:
Current service cost, net of employee contributions and administrative expenses $ 3,728 $ 3,906 $ - $ -
Interest cost 4,398 4,259 176 196
Actual return on plan assets (1,888) (7,642) - -
Actuarial gain on accrued benefit obligation (1,335) (1,582) (76) (186)
Plan amendments - 98 - -
Curtailment loss 557 - - -
5,460 (961) 100 10
Differences between costs arising in the year and costs recognized in the period in respect of:
Return on plan assets (3,092) 3,450 - -
Actuarial loss 2,321 2,344 137 263
Plan amendments 541 173 - -
Amortization of transitional asset (80) (52) - -
(310) 5,915 137 263
$ 5,150 $ 4,954 $ 237 $ 273

The significant actuarial assumptions adopted are as follows (weighted average assumptions as at December 31):

Pension plans

Other benefit plans

2007 2006 2007 2006

Accrued benefit obligation:

Discount rate 5.64% 5.37% 6.05% 6.01%

Rate of compensation increase 3.38% 3.50% - -

Assumed rate of increase in per capita cost of covered health care benefits - - 7.14% 7.31%
Benefit costs:

Discount rate 5.36% 5.30% 6.00% 6.00%

Expected long-term rate of return on plan assets 7.05% 7.03% - -

Rate of compensation increase 3.50% 3.50% - -
The asset allocation in percentages of the Company’s plan assets is as follows:
Equity securities 57.5% 58.5% - -
Debt securities 38.1% 37.5% - -
Other 4.4% 4.0% - -
Total 100.0% 100.0% - -
Assumed health care cost trend rates at December 31: 2007 2006
Initial health care cost trend rate 8.0% 8.5%
Cost trend rate declines to 5.0% 5.0%
Year that the rate reaches the rate it is assumed to remain at 2012 2012

Sensitivity analysis:

Assumed health care cost trend rates have an impact on the amounts reported for the health care plans. A one-percentage-point change in assumed

health care costs trend rates would have the following effects for 2007:

Increase Decrease

Accrued benefit obligation

$ 159 $ 140
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10. INCOME TAXES: The Company’s effective income tax rate is derived as follows:

The tax effects of temporary differences that give rise to future 2007 2006
income tax assets and liabilities are as follows:

Federal and provincial

2007 2006 statutory income tax rate 35.4% 355%
Reduction for manufacturing
FUTURE INCOME TAX ASSETS: and processing activities (1.0)% (1.1)%
Accounts receivable $ 263 $ 407 Effect of previously unrecognized
Inventory 1,637 4,142 losses and tax rate changes (3.1)% (1.3) %
Accounts payable 3,570 2,465 Effect of different tax rates
Deferred revenue 30 32 in foreign jurisdictions (9.5% (2.1) %
Tax losses 4,250 5,803 Permanent differences 25% 0.6%
Other 1.1% 0.2%
Total future income tax assets 9,750 12,849 25.4 % 31.8%
Valuation allowance (2,990) (5,314) The Company has non-capital losses of $3,133 (2006 - $2,444)
. available to offset future taxable income relating to wholly owned
Net future income tax assets 6,760 7,535 subsidiaries, the benefit of which has not been recognized in the
Less current portion 5,500 7,046 consolidated financial statements and will expire from 2016 to 2027.

In addition, the Company has unused foreign tax credits
of $315 (2006 - $370) to offset against future taxes payable, the
benefit of which has not been recognized in the consolidated finan-
cial statements and will expire from 2011 to 2014. Furthermore, the
Company has allowable capital losses of approximately $9,352
(2006 - $12,709), which can be carried forward indefinitely to
offset future taxable capital gains. The benefit of $5,708 allowable
capital losses has not been recognized in the consolidated financial
statements.

As a result of the foreign exchange translation, $352 (2006 - $3) of
the change in the future tax assets/liabilities has been recorded in the
accumulated other comprehensive income account.

Non-current future income tax assets $ 1260 $ 489

FUTURE INCOME TAX LIABILITIES:

Capital assets $ 10,588 $12,435
Goodwill and intangible assets 1,246 398
Pension liability 2,419 2,200
Long-term debt unrealized foreign

exchange gain 1,032 -

Total future income tax liabilities $ 15,285 $15,033

11. CAPITAL STOCK:

The authorized capital stock of the Company comprises an unlimited number of first preferred shares and an unlimited number of common shares.
Details of issued and outstanding common shares for the years ended December 31, 2007 and 2006 are as follows:

2007 2006
Shares Amount Shares Amount
Balances at January 1 32,069,845 $ 29,464 31,801,445 $ 27,375
Exercise of stock options 53,600 427 268,400 2,089
Balances at December 31 32,123,445 $ 29,891 32,069,845 $ 29,464

During 2007, 53,600 (2006 - 268,400) stock options were exercised, resulting in the issuance of 53,600 (2006 - 268,400) common shares in
exchange for proceeds of $427 (2006 - $2,089). The Company issued nil stock options during the year ended December 31, 2007 (2006 - nil).

Under the stock option plan, the Company has granted options to purchase common shares to certain directors and officers of the Company.
The maximum number of shares that can be issued under the plan is 3,400,000 common shares and the aggregate of the common shares
reserved for issuance upon the exercise of options cannot exceed 10% of total outstanding stock. These options vest at 40% after two years from
grant date, and 20% each year thereafter. Each option gives the right to its holder to acquire one common share. The option prices are equal
to the closing price of the common shares on The Toronto Stock Exchange on the trading day immediately prior to the day the options were
granted. These options expire 10 years after the grant date.

Changes in the Company’s stock options are as follows:

2007 2006
Weighted Weighted
Number average Number average
of options price of options price
Balances at January 1 484,300 $ 742 752,700 $ 7.55
Options exercised (53,600) 7.97 (268,400) 7.78
Balances at December 31 430,700 $ 7.36 484,300 $ 7.42
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11. CAPITAL STOCK (continued):
The following options were outstanding as at December 31, 2007:

Outstanding options Vested options

Weighted average

Number Exercise remaining Number of Exercise
of options price contractual life options price
Options granted in 1998 95,300 $ 10.50 1 95,300 $ 10.50
Options granted in 1999 52,100 7.60 2 52,100 7.60
Options granted in 2000 65,400 5.35 3 65,400 5.35
Options granted in 2002 96,900 6.30 5 96,900 6.30
Options granted in 2003 121,000 6.71 6 88,000 6.71
430,700 $ 7.36 4 397,700 $ 7.41
The Company has no warrants outstanding as at December 31, 2007.
The capital stock outstanding used to calculate basic and diluted earnings per share is as follows:
2007 2006
Weighted average number of common shares outstanding during the year 32,107,962 31,918,695
(for calculation of basic earnings per share)
Incremental shares 185,811 470,461
Weighted average number of common shares outstanding during the year
(for calculation of diluted earnings per share) 32,293,773 32,389,156

On December 12, 2003, the Company issued 165,000 options to certain employees of the Company. The weighted average estimated fair value
for the 165,000 stock options granted during the year ended December 31, 2003 was $1.64 per share, with a total compensation cost of $270,
which is amortized to earnings over the options’ vesting period. A total of $54 (2006 - $54) was recorded as an expense and allocated to
contributed surplus during the year.

The fair value of each option granted was estimated on the date of grant using the Black-Scholes fair value option pricing model with the
following assumptions:

Risk-free interest rate 4.08%
Dividend yield 2.99%
Expected volatility 30.20%
Weighted average expected life 5 years

For the purposes of pro forma disclosures, the weighted average estimated fair value for the 177,500 stock options granted during the year ended
December 31, 2002 was $1.77 per share, with a total compensation cost of $314, which is amortized to earnings over the options’ vesting period.

The following table outlines the pro forma disclosure provisions had the compensation cost for the Company’s stock options been determined

under the fair value based method of accounting for awards granted from January 1, 2002 through to December 31, 2002:

2007 2006
Net earnings, as reported $ 27,299 $ 46,716
Pro forma net earnings 27,236 46,653
Pro forma basic earnings per share 0.85 1.46
Pro forma diluted earnings per share 0.84 1.44

12. RELATED PARTY TRANSACTIONS AND BALANCES:

The Company had transactions in the normal course of operations
measured at the amounts agreed to by the respective parties which are
subject to normal trade terms, with its parent and companies under its
control as follows:

2007 2006

Sales of goods and services
including reimbursements $ 6,796 $ 14,304
Purchases of goods and services 5,992 6,596
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As at December 31, 2007, accounts payable and accrued liabilities
include amounts due to the parent and companies under its control of
$214 (2006 - $1,271).

As at December 31, 2007, accounts receivable include amounts
due from the parent and companies under its control of $511 (2006 -
$727).

The Company has operating lease commitments to its parent com-
pany covering certain buildings used in operations, as outlined in
note 15. Net annual rents are determined by independent assessment.



13. SEGMENTED INFORMATION:

The Company, prior to July 31, 2007, operated in three business segments, Packaging, Metal Processing and Distribution, primarily within the North
American market. Effective for the quarter ending September 30, 2007, the segment formerly known as Distribution has been combined with the
Packaging segment. The change is the result of the completion of the sale of Energy Steel Products Inc. on July 31, 2007. Comparative figures have
been reclassified accordingly. Intersegment transactions are negotiated as if the transactions were to third parties, at market prices.

Business Segments - 2007:

Metal
Packaging Processing Corporate  Consolidated
Net sales from continuing operations $ 451,741 $ 448,125 $ - $ 899,866
Earnings (loss) from continuing operations before interest,
restructuring and income taxes $ 11,098 $ 37,255 $ (10,050) $ 38,303
Restructuring 1,562 - - 1,562
Earnings (loss) from continuing operations before interest
and income taxes $ 9,536 $ 37,255 $ (10,050) $ 36,741
Interest on long-term debt (7,199)
Interest on short-term debt (1,080)
Interest income 181
Earnings from continuing operations before income taxes $ 28,643
Goodwill $ 29,104 $ 20,904 $ - $ 50,008
Other identifiable assets 203,699 291,005 23,543 518,247
Total identifiable assets $ 232,803 $ 311,909 $ 23,543 $ 568,255
Depreciation and amortization $ 6,572 $ 15,855 $ 320 $ 22,747
Capital expenditures $ 9,397 $ 21,801 $ 1,001 $ 32,199
Business Segments - 2006:
Metal
Packaging Processing Corporate  Consolidated
Net sales from continuing operations $ 473,109 $ 385,241 $ - $ 858,350
Earnings (loss) from continuing operations before interest
and income taxes $ 36,835 $ 41,991 $ (11,093) $ 67,733
Interest on long-term debt (3,132)
Interest on short-term debt (467)
Interest income 215
Earnings from continuing operations before income taxes $ 64,349
Goodwill $ 29,976 $ 21,655 $ - $ 51,631
Other identifiable assets 245,451 243,199 7,291 495,941
Total identifiable assets $ 275,427 $ 264,854 $ 7,201 $ 547,572
Depreciation and amortization $ 8,050 $ 14,544 $ 349 $ 22,943
Capital expenditures $ 9918 $ 16,318 $ 323 $ 26,559

Geographic segments:

2007 2006
Sales to:
Canada $ 305,031 $ 295,263
uU.s. 560,551 525,993
Other foreign countries 34,284 37,094
$ 899,866 $ 858,350
Capital assets:
Canada $ 71,671 $ 91,494
U.s. 96,758 56,071
Other foreign countries 4,721 2,778
$ 173,150 $ 150,343
Goodwill:
Canada $ 18,632 $ 17,680
uU.s. 31,376 33,951
$ 50,008 $ 51,631
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14. RESTRUCTURING:

On January 5, 2007, the Company announced the approval of a formal plan to close its Warden Avenue manufacturing facility in Scarborough,
Ontario. The Company estimates it will incur costs of $5,386 ($2,467 after income taxes) to provide for facility closure, disposal of certain assets,
severance and other related items. The restructuring costs are associated with the Packaging segment, and are reported in the restructuring charge
line within the consolidated statements of earnings. As of December 31, 2007, $1,562 of restructuring costs have been recorded net of gain on
sale of $4,114. Other restructuring costs include inventory impairment and facility closure costs.

The gain on the disposition of the associated land and building which have a net book value of $1,612 is reflected against the restructuring charge.
The following table highlights the activity and balance of the restructuring charge for the period ended December 31, 2007:

Accrued
Cumulative balance at
costs Cumulative December 31,
Restructuring charge incurred drawdown 2007
Severance, termination costs and benefits and retention bonuses $ 2,886 $ 2,133 $ 753
Pension curtailment and settlement 1,127 - 1,127
Other 1,663 1,591 72
Gain on sale of land and building (4,114) (4,114) -
$ 1,562 $ (390) $ 1,952

Charges
Balance, Restructuring/ against Balance,
December 31, accrual restructuring December 31,
Restructuring accrual 2006 costs accrual 2007
Severance, termination costs and benefits and retention bonuses $ - $ 2,886 $ 2,133 $ 753
Pension curtailment and settlement - 1,127 - 1,127
Other - 1,663 1,591 72
- 5,676 3,724 1,952
Gain on sale of land and building - (4,114) (4,114) -
$ - $ 1,562 $ (390) $ 1,952

15. COMMITMENTS AND CONTINGENCIES:

The Company has the following operating lease commitments cover-
ing certain buildings and equipment used in operations, requiring
minimum payments, of which 36% (2006 - 13%,) is to the majority
shareholder of the Company:

2008 $ 10,745
2009 9,103
2010 7,547
2011 5,650
2012 4,767
Thereafter 25,701

$ 63,513

As at December 31, 2007, the Company was committed to capital
expenditures of approximately $7,038 (2006 - $15,256).

As at December 31, 2007, the Company was committed to the sale of
U.S. $3,000 under forward exchange contracts. The contracts are at
rates of exchange ranging from Cdn. $0.957800 to Cdn. $1.009800
maturing from January 2, 2008 to June 20, 2008. The Company was
committed to the sale of €141 under forward exchange contracts. The
contracts are at rates of exchange ranging from Cdn. $1.4200 to Cdn.
$1.4665 maturing from January 16, 2008 to April 11, 2008. In addi-
tion, the Company was committed to the sale of £191 under forward
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exchange contracts. The contracts are at rates of exchange ranging
from Cdn. $2.0242 to Cdn. $2.1390 maturing from January 9, 2008
to May 9, 2008. The foreign exchange contracts represent an obliga-
tion to exchange principal amounts between the Company and the
counterparty. The Company is exposed to the effect of changes in
interest rates with respect to the floating interest rate on $50 million
of long-term debt. The Company has entered into interest rate swap
contracts to fix the interest rate on this debt at an effective interest rate
of 4.15%. The contracts expire December 21, 2009 and December
31, 2010. The interest rate swap contracts represent an obligation to
exchange interest amounts between the Company and the counter-
party. Based on the foreign exchange rates and interest rates as at
December 31, 2007 for contracts with similar remaining terms to
maturity, the unrecognized net loss relating to all the Company’s for-
ward exchange contracts and interest rate swap contracts is approxi-
mately Cdn. $576 (net of taxes of $379).

At December 31, 2007, the Company was committed to the pur-
chase of 109,836 gigajoules ("GJ") of energy at an average of $7.53 (in
actual dollars) per GJ.

At December 31, 2007, the Company had outstanding letters of
credit of $1,531.

The Company is also involved in various legal actions. In the opinion
of management, the outcome of such proceedings will not have a
material adverse effect on the financial position of the Company.



16. ACCUMULATED OTHER COMPREHENSIVE LOSS:

2007 2006

CUMULATIVE TRANSLATION ADJUSTMENT:
Balance, beginning of year
Unrealized gain (loss) on translation of
net foreign operations

$ (13,107) $ (14,341)

(21,184) 1,234

Balance, end of year (34,291) (13,107)
UNREALIZED DERIVATIVE GAIN (LOSS)
ON CASH FLOW HEDGES, NET:
Balance, beginning of year - -
Impact of new cash flow hedge accounting
rules on January 1,2007 (net of taxes of $250) (482) -
Changes in unrealized derivative gain on
derivatives designated as cash flow hedges

(net of taxes of $107) 207 -
Reclassification of earnings on cash flow loss

(net of taxes of $54) (104) -
Balance, end of year (379) -

ACCUMULATED OTHER

COMPREHENSIVE LOSS $ (34,670) $ (13,107)

17. COMPARATIVE FIGURES:

In order to conform to the current year presentation, the comparative
figures have been restated due to the discontinuance of the
Company’s U.S. Distribution operations as a result of selling its
subsidiary, Energy Steel Products, Inc.

Any operations relating to the Distribution segment have been
combined in the Company’s packaging segment as indicated in
note 13.

18. SUBSEQUENT EVENTS:

On February 27, 2008, the Company acquired the assets and all
business operations of Omega Joists Inc. ("Omega") for conside-
eration of $27 million, subject to certain adjustments for working
capital items. Omega is a recognized leader in the design,
engineering, manufacturing and supply of open web steel joists
used primarily in the commercial and industrial building products
industry in Western Canada.

On January 31, 2008, the Company acquired Tubular Products
Company ("Tubular") for consideration of U.S. $33 million plus an
earn-out payment, subject to certain adjustments for working
capital items. Tubular is a recognized leader in the design, engi-
neering, manufacturing and supply of laser cut carbon steel tubing,
fabricated tubular components and welded sub-assemblies used
primarily in outdoor and power transmission equipment, all-terrain,
automotive and other vehicles and reusable coil carriers in North
America.

Subsequent to year end, the Company entered into a new revolving
term borrowing facility with one of its existing lenders. The amount
of the new facility was $25 million, at a combination of Canadian
bank prime, U.S. bank base rate, various bankers’ acceptance rates
and LIBOR plus stamping fees with an expiry date of October 16,
2010. The new credit facility is unsecured and is available for
general corporate purposes.
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