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
investment 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.

In addition, market driven changes may result in changes in the
discount rate and other variables which would result in the
Company being required to make contributions in the future that
differ significantly from the estimates. The Company, with the
assistance of its actuaries, has performed an analysis of the impact
of current economic conditions on the funded status of the
Company’s defined benefit pension plans. The results of that
analysis show the impact of the Company’s funding status on future
contributions and cash flow, taking into account the current
economic conditions, is not significant. In addition, the combined
effect of a reduction in service costs resulting from recent plan
rationalization and the offsetting impact of an increase in discount
rates and investment losses will not have a material impact on the
future pension expense.

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
estimates 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.

The impairment test involves the estimation of several variables,
including but not limited to market multiples, projected future sales
and earnings, capital investment, discount rates and terminal
growth rates. At December 31, 2008, the Company performed the
annual impairment test and it was determined that the carrying
value of all of the goodwill related to the Packaging segment and
certain of the goodwill related to the Metal Processing segment
exceeded their respective fair values. As a result the Company
recorded a pre-tax, non-cash goodwill impairment charge in the
fourth quarter. The determination that the fair value of goodwill was
less than its carrying value resulted from a decline in market
multiples and a reduction of fair value using the discounted cash
flow methodology incorporating current market assumptions which
resulted in the goodwill impairment. A similar test was performed
on intangible assets and it was determined that the fair value of
intangible assets exceeded their respective carrying value.
Therefore, no impairment of intangible assets was identified.

Long-lived assets

Long-lived assets are recorded at cost, and management makes a
determination 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
useful 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 concern-
ing 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.

At December 31, 2008, the Company performed the annual impair-
ment test and it was determined that the carrying values of certain of
the long-lived assets at the Associated Tube Group exceeded their
respective fair values at the balance sheet date. Actual operating
results have not met forecasts and there is currently, considerable
uncertainty, leading the Company to lower forecast expectations for
the purposes of the annual impairment testing. As a result, the
Company recorded a pre-tax, non-cash long-lived asset impairment
charge in the fourth quarter.

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
projected 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

In February 2008, the CICA issued Handbook Section 3064
“Goodwill and Intangible Assets”, which replaces Section 3062,
“Goodwill and Other Intangible Assets” and Section 3450
“Research and Development Costs”. This Section establishes
standards for the recognition, measurement, and disclosure of
goodwill and intangible assets. The provisions relating to the
definition and initial recognition of intangible assets, including
internally generated intangible assets, are equivalent to the
corresponding International Financial Reporting Standard, IAS 38
“Intangible Assets”. Standards pertaining to goodwill are
unchanged from the previous Section 3062. This new Section
applies to financial statements relating to fiscal years beginning on
or after October 1, 2008. The adoption of this accounting standard
is not expected to have a significant impact on the Company’s
consolidated financial statements.

International Financial Reporting Standards (IFRS)

In February 2008, the Canadian Accounting Standards Board
confirmed that publicly accountable enterprises will be required to
report under IFRS effective for fiscal periods beginning on or after
January 1, 2011. The Company has completed an initial impact
assessment process focusing on differences between IFRS and the
Company’s accounting policies and is in the process of developing
a plan to convert its consolidated financial statements to IFRS. The
Company has begun to establish a project plan and identify key
individuals with an initial focus on the componentization of capital
assets. The Company will continue to invest in training and
resources required throughout the transition period to ensure a
timely conversion. Upon adoption of IFRS, it is likely that changes
in accounting policies will be required that may materially impact
the Company’s consolidated financial statements.
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Shareholders’ Equity

As a result of the net loss in 2008, the return on average sharehold-
ers’ equity decreased to a negative 2.7% from a positive 8.0% last
year reflecting the goodwill and long-lived assets impairment
charge. The book value per share was $10.64 at the end of 2008,
representing an increase of 1.3% over the prior year’s $10.50. The
higher value was due to the decrease in accumulated other
comprehensive loss which more than offset the decrease in retained
earnings. The decrease in accumulated other comprehensive loss
results from the change during the year in the exchange rate of the
U.S. dollar which was Cdn. $1.2180 at the end of 2008 compared
to Cdn. $0.9913 at the end of 2007 and which averaged $1.0660
during the year.

Capital Stock

Details of issued and outstanding common shares are outlined in
Note 13 to the consolidated financial statements. As at the date of
this report the number of outstanding common shares is
32,140,245. No stock options were issued during the year;
however, 16,800 stock options were exercised, resulting in the
issuance of 16,800 common shares in exchange for proceeds of
$0.2 million. Also, 82,500 stock options expired and were
cancelled during the year; and, 7,000 options were forfeited and
cancelled during the year.

Contractual Obligations

Set out below is a summary of the amounts due and committed under contractual cash obligations at December 31, 2008:

Principal
Payments on

(in thousands of dollars)
Operating Lease

Defined Benefit
Pension Plan

Capital

Expenditure Other Purchase

Long-Term Debt Commitments Contributions Commitments Commitments Total
2009 $ - $ 14,068 $ 5,600 $ 7,763 $ 49,359 $ 76,790
2010 89,597 11,869 6,700 - 75 108,241
2011 116,262 9,150 6,900 - 75 132,387
2012 N 7,359 6,900 - 75 14,334
2013 - 6,771 6,000 - - 12,771
Thereafter - 28,848 6,000 - - 34,848
Total $ 205,859 $ 78,065 $ 38,100 $ 7,763 $ 49,584 $ 379,371

Off-Balance Sheet Arrangements

At December 31, 2008, the Company had outstanding letters of
credit with various financial institutions of $3.0 million. These
letters 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, 2008, there were U.S. $50
million 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. At December 31, 2008,
the Company was committed to the sale of U.S. $7,500 under for-
ward exchange contracts. The contracts are at rates of exchange
ranging from Cdn. $1.0661 to Cdn. $1.0673 maturing from January
30, 2009 to June 26, 2009. The Company was committed to the
sale of €22 under a forward exchange contract. The contract is at a
rate of exchange of Cdn. $1.5714 maturing on January 9, 2009. 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 long-term debt. The
Company has entered into interest rate swap contracts to fix the
interest rate on $50 million of this debt at an effective interest rate
of 4.15%. The contracts expire December 21, 2009 and December
31, 2010. In 2008 the Company entered into an interest rate swap
agreement to fix an additional U.S. $35 million of variable interest
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to a fixed rate of 1.83%. This new swap has an effective date of
February 2, 2009 and a termination date of December 16, 2011.
The interest rate swap contracts represent an obligation to exchange
interest amounts between the Company and the counterparty.

Based on the foreign exchange rates and interest rates as at
December 31, 2008 for contracts with similar remaining terms to
maturity, the unrealized net loss relating to all the Company's
forward exchange contracts and interest rate swap contracts is
approximately Cdn. $3,761 ($2,590 net of taxes).

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 and internal control over financial report-
ing. Based on that evaluation, the Chief Executive Officer and the
Chief Financial Officer concluded that such disclosure controls and
procedures are effective as of December 31, 2008 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 2008,
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 and evaluated 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) 2008 2007
Q1 Q2 Q3 Q4 Total Q1 Q2 Q3 Q4  Total

Net Sales from Continuing Operations $227,764 $259,771 $265,639 $236,556 $989,730  $234,608 $229,235 $226,663 $209,360 $899,866
Net Earnings (Loss) from

Continuing Operations 3,078 12,070 22,430 (46,918)  (9,340) 5,938 8,028 4,104 3,278 21,348
Basic Earnings (Loss) per Share 0.10 0.37 0.70 (1.46) (0.29) 0.19 0.25 0.12 0.10 0.66
Diluted Earnings (Loss) per Share 0.10 0.37 0.70 (1.46) (0.29) 0.19 0.24 0.12 0.10 0.65

Net Earnings (Loss) 3,078 12,070 22,430  (46,918)  (9,340) 7,024 9,197 7,800 3,278 27,299
Basic Earnings (Loss) per Share 0.10 0.37 0.70 (1.46) (0.29) 0.22 0.29 0.24 0.10 0.85
Diluted Earnings (Loss) per Share 0.10 0.37 0.70 (1.46) (0.29) 0.22 0.28 0.24 0.10 0.84

Financial Summary

(in thousands of dollars except per share amounts)

2008 2007 2006 2005 2004 2003 2002 2001 2000 1999

Net Sales from Continuing Operations ~ $989,730 $899,866 $858,350 $817,188 $802,436 $642,071 $644,371 $666,448 $746,415 $746,296
Net Earnings (Loss) from

Continuing Operations (9,340) 21,348 44206 55440 55917 16,061 28,485 (5338) 17,639 35,104
Basic Earnings (Loss) per Share (0.29) 0.66 1.38 1.74 1.77 0.50 0.88 (0.16) 0.52 1.02
Diluted Earnings (Loss) per Share (0.29) 0.65 1.36 1.73 1.76 0.50 0.88 (0.16) 0.52 1.02

Net Earnings (Loss) (9,340) 27,299 46,716 56,716 57,096 14,051 26,909 (6,064) 18,175 33,768
Basic Earnings (Loss) per Share (0.29) 0.85 1.46 1.78 1.81 0.44 0.83 (0.18) 0.53 0.98
Diluted Earnings (Loss) per Share (0.29) 0.84 1.44 1.77 1.80 0.44 0.83 (0.18) 0.53 0.98

Cash Flows from Operating Activities 15,193 16,636 25,908 61,938 37,034 38,986 58,171 70,510 36,443 63,495

Capital Asset Expenditures 23,218 32,199 26,559 17,335 15,102 16,726 ~ 11,107 30466 26,485 20,552

Average Shares Outstanding 32,129 32,108 31919 31,786 31,629 31,843 32,329 32,943 34,143 34,537
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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 Ltp, 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.

Mark C. Samuel
Chairman
and CEO

John D. Amodeo
Vice-President
and CFO

February 27, 2009

We have audited the consolidated balance sheets of
SAMUEL MANU-TECH INC. as at December 31, 2008 and
2007 and the consolidated statements of earnings (loss), 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, 2008 and 2007 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 27, 2009




Consolidated Statements of Earnings (LosSS)

(in thousands of dollars except per share amounts)
Years ended December 31, 2008 and 2007

2008 2007
NET SALES $ 989,730 $ 899,866
COSTS AND EXPENSES (INCOME):
Cost of sales, selling and administration (note 4) 946,960 857,494
Amortization 5,294 3,012
Foreign exchange loss (gain) (1,401) 1,057
Interest on long-term debt 8,064 7,199
Interest on short-term debt 174 1,080
Interest income (259) (181)
958,832 869,661
EARNINGS FROM CONTINUING OPERATIONS
BEFORE THE UNDERNOTED 30,898 30,205
GOODWILL AND LONG-LIVED ASSETS IMPAIRMENT
CHARGE (notes 5 and 6) 53,634 -
GAIN ON SALE OF STEEL PICKLING OPERATIONS (note 20) (15,153) -
RESTRUCTURING (note 16) 2,215 1,562
EARNINGS (LOSS) FROM CONTINUING OPERATIONS
BEFORE INCOME TAXES (9,798) 28,643
INCOME TAXES (note 12):
Current 15,488 6,381
Future (recovery) (15,946) 914
(458) 7,295
EARNINGS (LOSS) FROM CONTINUING OPERATIONS (9,340) 21,348
EARNINGS (LOSS) FROM DISCONTINUED OPERATIONS (note 3) - 5,951
NET EARNINGS (LOSS) $ (9,340) $ 27,299
BASIC EARNINGS (LOSS) PER SHARE:
From continuing operations $  (0.29) $ 0.66
From discontinued operations - 0.19
$ (0.29) $ 0.85
DILUTED EARNINGS (LOSS) PER SHARE:
From continuing operations $ (0.29) $ 0.65
From discontinued operations - 0.19
$ (0.29) $ 0.84
See accompanying notes to consolidated financial statements.
Consolidated Statements of Retained Earnings
(in thousands of dollars)
Years ended December 31, 2008 and 2007
2008 2007
RETAINED EARNINGS, BEGINNING OF YEAR $ 341,925 $ 327,472
NET EARNINGS (LOSS) (9,340) 27,299
DIVIDENDS PAID ON COMMON SHARES (12,852) (12,846)
RETAINED EARNINGS, END OF YEAR $ 319,733 $ 341,925

See accompanying notes to consolidated financial statements.
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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 allocation,
future tax assets and liabilities are determined based on differ-
ences 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 pur-
chase 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.

(m) Foreign exchange translation:

E)
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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 self-sustaining foreign
operations are deferred and reported in the accumulated other
comprehensive 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 exposure generated by the self-sustaining foreign
operations. As such, the translation gains and losses are also
in the accumulated 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.

Financial instruments:

On January 1, 2008 the Company adopted CICA Handbook
section 3862, “Financial Instruments — Disclosures” and Section
3863, “Financial Instruments — Presentation”. The adoption of
these standards resulted in additional disclosures with regard to
financial instruments and their impact on the Company’s finan-
cial position and performance, including disclosures identifying
the nature and extent of risks arising from financial instruments
to which the Company is exposed during the period and at the
balance sheet date, and how the Company manages those risks.
These new standards relate to disclosure and presentation only
and did not have an impact on the Company’s consolidated
financial results. These new disclosures are provided in note 10.

All derivative instruments are recorded in the consolidated
statements of earnings (loss) at fair value unless the derivative
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
designated as an effective cash flow hedge are recorded in
accumulated other comprehensive loss, 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.
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(o) Capital management:

On January 1, 2008, the Company adopted CICA Handbook
Section 1535, “Capital Disclosures”. Adoption of this new stan-
dard resulted in additional disclosures with regard to the
Company’s objectives, policies and processes for the manage-
ment of its capital. This new standard relates to disclosure and
presentation only and did not have an impact on the Company’s
consolidated financial results. See note 11 for a discussion of
the Company’s capital management.

(p) Stock option plan:

-

The Company has a stock option plan, which is described in
note 13, 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 re-
corded as contributed surplus over the vesting period of the
options.

For stock options issued from January 1, 2002 through to
December 31, 2002, the Company applied the settlement
method of accounting, which permitted the Company to not
record compensation costs on the granting of stock options to
employees. The pro forma net earnings relating to the stock
options issued in 2002 is illustrated in note 13.

Consideration paid by the employees on the exercise of
stock options is recorded as capital stock. The Company also
provides a stock purchase plan to employees, which is non-
compensatory.

Use of estimates:

The preparation of financial statements requires management to
make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and
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-
ables, employee future benefits, the fair value of intangibles, the
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.

Recently issued accounting standards:

(i)  Goodwill and intangible assets
In February 2008, the CICA issued Handbook Section
3064, Goodwill and Intangible Assets, which replaces
Section 3062, Goodwill and Other Intangible Assets, and
Section 3450, Research and Development Costs, and
establishes standards for the recognition, measurement and
disclosure of goodwill and intangible assets. The provisions
relating to the definition and initial recognition of intangi-
ble 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 the
Company beginning January 1, 2009. The adoption of this
accounting standard is not expected to have an impact on
the Company’s consolidated financial statements.

(i) International financial reporting standards (IFRS)

In February 2008, the Canadian Accounting Standards
Board (AcSB) confirmed that publicly accountable enter-
prises will be required to report under IFRS effective for
fiscal periods beginning on or after January 1, 2011. The
Company has completed an initial impact assessment
process focusing on differences between IFRS and the
Company’s accounting policies and is in the process of
developing a plan to convert its consolidated financial
statements to IFRS. The Company has begun to establish a
project plan and identify key individuals with an initial
focus on the componentization of Capital Assets.The
Company will continue to invest in training and resources
required throughout the transition period to ensure a
timely conversion. Upon adoption of IFRS, it is likely that
changes in accounting policies will be required that may
materially impact the Company’s consolidated financial
statements.




(iii) EIC-173, Credit Risk and the Fair Value of Financial Assets
and Financial Liabilities

On January 20, 2009, the Emerging Issues Committee (EIC)
of the AcSB issued EIC Abstract 173, “Credit Risk and Fair
Value of Financial Assets and Financial Liabilities”, which
establishes that an entity's own credit risk and the credit
risk of the counterparty should be taken into account in
determining the fair value of financial assets and financial
liabilities, including derivative instruments. This new stan-
dard is effective for the Company beginning January 1,
2009 and is required to be applied retrospectively, without
restatement of prior years to all financial assets and
financial liabilities measured at fair value. The Company is
currently assessing the impact of EIC-173 on its consoli-
dated financial statements.

2. BUSINESS ACQUISITIONS:

2008:

(a) Omega Joists Inc.:
On February 27, 2008, the Company acquired the principal
assets of Omega Joists Inc. (“Omega”) for consideration of
$28,346. Omega is a recognized leader in the design, engi-
neering, manufacturing and supply of open web steel joists used
primarily in the commercial and industrial building products
industry in western Canada.

(b) Tubular Products Company:

On January 31, 2008, the Company acquired 100% of the out-
standing shares of Tubular Products Company (“Tubular”) for
consideration of U.S. $34,598 plus an earn out payment. The
process of calculating the earn out payment has not been
finalized, and, as such, the fair value allocation of the purchase
price is subject to refinement. On a preliminary basis, details of
the consideration given and the fair value of net assets acquired
are as shown below. Tubular is a recognized leader in the
design, engineering, manufacturing and supply of laser cut
carbon steel tubing, fabricated tubular components and welded
sub-assemblies used primarily in outdoor and power transmis-
sion equipment, all-terrain, automotive and other vehicles and
reusable coil carriers in North America.

Both acquisitions are reported under the Metal Processing seg-
ment, and have been accounted for under the purchase method
of accounting.

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

Tubular ~ Omega Total
Cash consideration $ 34,448 $ 28,131 $ 62,579
Acquisition costs 281 215 496

Total purchase price $ 34,729 §$ 28,346 $ 63,075

Net assets acquired, at fair values:

Accounts receivable $ 2645 § 3,854 $ 6,499

Inventories 1,570 3,041 4,611
Capital assets 7,947 1,954 9,901
Intangible assets

(subject to amortization) 4,125 4,564 8,689
Goodwill 19,723 16,629 36,352
Accounts payable (1,281) (1,291) (2,572)
Customer deposits - (405) (405)

Net assets acquired, net of

cash of $50, $ 34,729 $ 28,346 $ 63,075

The intangible assets acquired have been added to customer rela-
tionships and patents and other intangible assets as noted in note 6.
Of the total goodwill acquired, $32,195 is deductible for income
tax purposes.

2007:
(@) 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.
Elizabethtown is a leading manufacturer of stainless steel laser
welded tubular products located in Elizabethtown, Kentucky.
This company now operates as Associated Tube USA Inc.

(b)  Northland Stainless, Inc.:

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.

Both acquisitions are reported under the Metal Processing seg-
ment, and have been accounted for under the purchase method
of accounting.

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

Elizabethtown ~ Northland Total
Cash consideration $ 28915 $ 11,087 $ 40,002
Acquisition costs 159 213 372
Total purchase price $ 29,074 $ 11,300 $ 40,374
Net assets acquired, at fair values:
Accounts receivable $ 5608 $ 3,899 $ 9507
Inventories 6,673 6,934 13,607
Prepaid expenses and sundry - 24 24
Capital assets (note 5) 19,473 5,780 25,253

Intangible assets
(subject to amortization) 198 621 819

Accounts payable (2,878) (1,669) (4,547)

Deferred revenue - (4,289) (4,289)
Net assets acquired, net of

cash of $75 $ 29,074 $ 11,300 $ 40,374

Certain adjustments for working capital items and acquisition costs
relating to the 2006 acquisitions of Gerrard Ovalstrapping, Advanced
Tubing Technology Inc. and Silvan Industries Inc. resulted in addi-
tional payments of $1,541, $2,118, and $25 respectively in 2007.

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, generated an after-tax gain for the
year ended December 31, 2007 of U.S. $3,253. Accordingly, the
results of operations and financial position of ESP have been segre-
gated 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:

2008 2007
Net sales $ - $ 29,561
Cost of sales, selling and
administration expenses - 25,494
Earnings before gain on sale and
income taxes - 4,067
Gain on sale - 6,116
Earnings before income taxes - 10,183
Income taxes - 4,232
Earnings from discontinued operations $ - $ 5951
4. INVENTORIES:
2008 2007
Raw materials $ 77,663 $ 49,278
Work in process 17,265 13,610
Finished goods 138,513 117,667
$ 233,441 $ 180,555

Financial Statements 39




The total amount of inventories recognized as an expense (cost of
sales) in 2008 was $851,670 (2007 - $750,529) including deprecia-
tion of $20,326 (2007 - $17,328) and write-downs of inventory to net
realizable value of $6,659 (2007 — nil).

5. CAPITAL ASSETS:

In 2008, a long-lived asset impairment charge of $9,900 was
recorded in the Metal Processing segment. This charge is included
in the goodwill and long-lived assets impairment charge line of
the consolidated statements of earnings (loss). The impairment was
calculated by comparing a fair value appraisal of the long-lived assets
of Associated Tube USA Inc. (Elizabethtown) to the carrying value of
the assets. The impairment is the result of the recent significant down-
turn in the global economy, leading to a decline in selling prices and
operating margins. The impaired assets are part of a reporting unit that
has historically earned a significant portion of its revenues through
sales to the automotive industry.

combined with considerable economic uncertainty in the markets
that the Company’s reporting units serve, particularly the North
American automotive market, has led management to lower
forecast expectations for purposes of the annual impairment test.

Intangibles

(c) The cost and accumulated amortization of the licence at
December 31, 2008 amounted to $18,270 (2007 - $14,869) and
$14,907 (2007 - $11,141), respectively.

(d) The cost and accumulated amortization of customer relationships
at December 31, 2008 amounted to $19,215 (2007 - $8,977) and
$6,238 (2007 - $2,601), respectively.

(e) The cost and accumulated amortization of patents and other at
December 31, 2008 amounted to $4,860 (2007 - $3,228) and
$3,641 (2007 - $1,936), respectively.

7. BANK INDEBTEDNESS:

Accumu.laFed Net Book Bank indebtedness includes outstanding cheques and amounts drawn
2008 Cost _Depreciation Value on the Company's short-term credit facilities. The Company has two
Land $ 5603 $ _ $ 5,603 short-term revolving credit facility agreements. The first revolving
Buildings 51,382 15,416 35,966 credit agreement provides for a U.S. $20,000 facility and is
Machinery and equipment 322967 202.914 120.053 unsecured. This facility has rates tied to U.S. bank prime and at LIBOR
Furniture and fixt 27,036 22/355 4/681 plus stamping fees. The second revolving credit agreement was
urnitre and fixtures ’ ’ ’ negotiated by the Company's joint venture, Samuel/Sekisui Jushi
Trucks and.automoblles 2,720 1,340 1,380 Strapping LLC, in which the Company has a 50% interest, and
Leasehold improvements 11,267 7,188 4,079 provides for a U.S. $2,000 facility and is unsecured. This facility has
$ 420,975 $ 249,213 $ 171,762 rates tied to U.S. bank prime and at LIBOR plus stamping fees.
As at December 31, 2008, a total of $4,879 (2007 - $3,915) had been
Accumulated Net Book drawn against the short-term revolving credit facilities, all of which
2007 Cost  Depreciation Value was denominated in U.S. dollars.
Land 56691 § - % 6891 4 | ONG-TERM DEBT:
Buildings 66,287 25,689 40,598 . .
Machinery and equipment 329 338 214.008 115.330 The Company has $205,859 (2007 - $131,414) drawn against its
Furniture and fistures 29'539 23'431 6/108 long-term revolving credit facility agreements, of which $176,360
Trucks and automobiles 2’423 1’209 1'214 (2007 - $96,768) was denominated in U.S. dollars.
Leasehold improvements 8,850 5,641 3,209 2008 2007
$ 443,128 $ 269,978 $ 173,150 Revolving credit facility #1, totalling $25,000,
unsecured, maturing on January 31, 2010,
6. GOODWILL AND INTANGIBLE ASSETS: bearing interest at 2.73%
2008 2007 inclusive of stamping fees $ 21,870 $ 18,290
Goodwill @), (b) Revolving credit facility #2, totalling $25,000,
Balance at the beginning of the year ~ $ 50,008 $ 51,631 Eg;?iiur?g{e?;iftlggzozr;/June 30, 2010,
Acquisitions during the year (note 2) 36,352 - ; 8 ¢ - °
Goodwill impairment (43.734) 3 inclusive of stamping fees 17,052 -
Foreign currency translation 11,409 (1,623)  Revolving credit facility #3, totalling $50,000,
Balance at the end of the year $ 54,035 $ 50,008 unse.curt'ed, maturing on August 20, 2010,
- bearing interest at 2.74%
Intariglble assets:( : § 3363 5§ 3728 inclusive of stamping fees 23,371 23,745
icence, net (c , , . . . .
Customer relationships, net (d) 12,977 6,376 Revolving credit faalyty #4, totalling $50,000,
Patents and other, net (e) 1219 1292 unsecured, maturing on October 16, 2010,
! ! ! bearing interest at 2.90%
$ 17559 § 11,39 inclusive of stamping fees 27,304 33,915
Goodwill Revolving credit facility #5, totalling $75,000,
(a) The current year change in the carrying value of goodwill is due to Ilcj)gzifi?'\ugnisr?t/e?;z’;[ftl2g3%r‘1/June 30,2011,
the addition of goodwill recorded on the acquisitions of Tubular inclusive of stamping fees 68,760 55,464
Products Company and Omega Joists, as discussed in note 2, a ) o )
goodwill impairment charge of $43,734 and foreign currency ~ Revolving credit facility 6, totalling $50,000,
translation unsecured, maturing on December 23, 2011,
o ) ) ) bearing interest at 4.18%
(b) Goodwill is tested for impairment at least annually. The test is inclusive of stamping fees 47,502 _
completed at the reporting unit level and has resulted in a good-
will impairment charge of $43,734 (2007 - nil) which is shown in $ 205,859 $ 131,414

the consolidated statement of earnings (loss) as goodwill and
long-lived assets impairment charge. It was determined that
goodwill associated with the Packaging segment was impaired and
accordingly, a write down of $31,518 has been recorded. In addi-
tion, goodwill totalling $12,216 relating to the Metal Processing
segment was impaired. In conjunction with the write downs, a
future income tax recovery of $11,029 has been recorded. The
recent significant downturn in the global economy has led to a
decline in selling prices and operating margins. These declines
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The Company can borrow against all of the preceding facilities by direct
advances in either Canadian or U.S. funds at rates tied to Canadian bank prime
and U.S. bank base rate, and various bankers' acceptance rates and LIBOR
plus stamping fees. Stamping fees are based on a pricing grid. The Company’s
placement on the pricing grid is determined by various financial measure-
ments and will vary based on the Company’s financial position and results.

Principal payments to maturity are nil in 2009; $89,597 in 2010; $116,262
in 2011; and nil in 2012.




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 2008, consisting of cash contributed to its defined contribution plans, defined benefit
plans and other benefit plans was $8,704 (2007 - $9,073). The total expense for the Company's defined contribution plans for 2008 was $2,148
(2007 - $1,712).

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

2008 2007 2008 2007
PLAN ASSETS:
Fair value, beginning of year $ 72,995 $ 69,742 $ - $ -
Actual return on plan assets (8,646) 1,888 = -
Employer contributions 6,249 7,070 307 292
Employee contributions 347 412 - -
Administrative fees (787) (722) - -
Benefits paid (13,268) (4,754) (307) (292)
Foreign exchange rate changes 721 (641) - -
Fair value, end of year $ 57,611 $ 72,995 $ - $ -
ACCRUED BENEFIT OBLIGATION:
Balance, beginning of year $ 81,833 $ 81,182 $ 3,073 $ 3,728
Current service cost 2,058 3,418 - -
Interest cost 4,467 4,398 179 176
Plan amendments 620 - - -
Benefits paid (13,268) (4,754) (307) (292)
Curtailments/settlements/special termination benefits 732 (391) - -
Actuarial losses (gains) (14,539) (1,335) 186 (76)
Foreign exchange rate changes 901 (685) 588 (463)
Balance, end of year $ 62,804 $ 81,833 $ 3,719 $ 3,073
RECONCILIATION OF ACCRUED PENSION ASSET (BENEFIT OBLIGATION):
Deficit, end of year $ (5,193) $ (8,838) $ (3,719 $ (3,073)
Unamortized past service costs 2,276 2,343 - -
Unamortized net actuarial loss 11,783 16,361 877 747
Unamortized transitional asset (504) (531) - -
Accrued pension asset (benefit obligation), end of year $ 8,362 $ 9,335 $ (2,842) $ (2,326)

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 $ 62,804 $ 81,833 $ 3,719 $ 3,073
Fair value of plan assets 57,611 72,995 - -
Funded status - plan deficit $ (5,193) $ (8,838) $ (3,719) $ (3,073)
EXPENSE:
Elements of costs recognized in the year:
Current service cost, net of employee contributions and administrative expenses ~ $ 2,963 $ 3,728 $ - $ -
Interest cost 4,467 4,398 179 176
Actual return on plan assets 8,646 (1,888) - -
Actuarial gain on accrued benefit obligation (14,539) (1,335) 186 (76)
Plan amendments 620 - - -
Curtailment/settlement loss 2,562 557 - -
4,719 5,460 365 100

Differences between costs arising in the year and costs recognized in the period
in respect of:

Return on plan assets (13,667) (3,092) - -
Actuarial loss 16,466 2,321 (103) 137
Plan amendments (423) 541 - -
Curtailment loss 517 - - -
Amortization of transitional asset (80) (80) - =
2,813 (310) (103) 137

$ 7,532 $ 5,150 $ 262 $ 237
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The significant actuarial assumptions adopted are as follows (weighted average assumptions as at December 31):

Pension plans Other benefit plans

2008 2007 2008 2007

Accrued benefit obligation:

Discount rate 7.06% 5.64% 6.35% 6.05%

Rate of compensation increase 3.33% 3.38% - -

Assumed rate of increase in per capita cost of covered health care benefits - - 7.01% 7.14%
Benefit costs:

Discount rate 5.64% 5.36% 6.05% 6.00%

Expected long-term rate of return on plan assets 7.02% 7.05% - -

Rate of compensation increase 2.89% 3.50% - -
The asset allocation in percentages of the Company’s plan assets is as follows:
Equity securities 53.7% 57.5% - -
Debt securities 39.5% 38.1% - -
Other 6.8% 4.4% - -
Total 100.0% 100.0% - -
Assumed health care cost trend rates at December 31: 2008 2007
Initial health care cost trend rate 8.0% 8.0%
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 2008:

Increase Decrease

Accrued benefit obligation

$ 156 $ 139

10. FINANCIAL INSTRUMENTS:

The Company has exposure to the following risks from its use of finan-
cial instruments: credit risk, market risk and liquidity risk.

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 forward exchange contracts and interest rate swaps. This risk is
minimized as each contract is with a major chartered bank and
represents an exchange between the same parties allowing for an
offset in the event of non-performance.

The carrying amount of financial assets represents the maximum
credit exposure. The maximum exposure to credit risk at the
reporting date was:

December 31, 2008 December 31, 2007

Cash and cash equivalents $ 2,808 $ 1,876
Accounts receivable 134,218 123,801
Other assets 1,681 1,294
Total $ 138,707 $ 126,971

The aging of accounts receivable at the reporting date was:
December 31, 2008 December 31, 2007

1 to 30 days $ 62,305 $ 66,045
31 to 60 days 43,053 39,291
61 to 90 days 16,937 13,063
Greater than 90 days 14,931 8,004
Gross accounts receivable $ 137,226 $ 126,403
Less: Allowance for doubtful

accounts (3,008) (2,602)
Total accounts receivable, net $ 134,218 $ 123,801
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Market risk

Market risk is the risk that changes in market prices, such as foreign
exchange rates and interest rates, will affect the Company’s income or
the value of its holding in financial instruments.

Foreign exchange risk / Currency risk

The Company is a net seller of U.S. dollars with U.S. dollar receipts
from sales exceeding U.S. dollar denominated purchases of raw
materials, supplies and equipment. As a net seller of U.S. funds, the
Company is negatively affected by a strong Canadian currency.
However, this is somewhat offset by the favourable effect of a strong
Canadian dollar on the Company’s purchases of raw materials,
supplies and equipment in U.S. dollars. The Company enters into for-
ward exchange contracts to hedge the cash flow risk associated with
its estimated net foreign currency cash requirements and certain
significant transactions. The Company also enters into forward ex-
change contracts to hedge the cash flow risk associated with specific
transactions denominated in currencies other than U.S. dollars.

The Company uses derivative financial instruments to manage risks
from fluctuations in exchange rates. 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 consolidated statement
of earnings (loss) at fair value unless the derivative instrument is a con-
tract to buy or sell a non-financial item in accordance with the
Company’s expected purchase, sale or usage requirements referred to
as a “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 designated as an effective cash flow hedge are
recorded in accumulated other comprehensive loss, a component
of equity.

The Company enters into foreign currency forward contracts to hedge
foreign exchange exposure on anticipated operational cash flows.
Effective October 1, 2008 the Company terminated its designation of
the hedging relationship between forward exchange contracts and
foreign currency cash receipts. Accordingly, for the period of October
1, 2008 through December 31, 2008, unrealized gains and losses on
outstanding contracts were recorded in the consolidated statement of




earnings (loss). Unrealized gains of $26 on contracts that mature after
December 31, 2008 that were outstanding before October 1, 2008
are included in accumulated other comprehensive loss and will
be recorded in the consolidated statement of earnings (loss) upon
maturity of the underlying contracts. As at December 31, 2008, none
of the Company’s forward exchange contracts were designated as
hedging items for the purposes of hedge accounting.

At December 31, 2008, the Company was committed to the sale of
U.S. $7,500 under forward exchange contracts at rates of exchange
ranging from Cdn. $1.0661 to Cdn. $1.0673 maturing from January
30, 2009 to June 26, 2009.

In addition, the Company was committed to the sale of EUR 22 under
a forward exchange contract at a rate of $1.5714 maturing on January
9, 2009.

The fair value of the contracts as at December 31, 2008 was an unre-
alized loss of $1,134 ($775 net of tax) and is recorded within
accounts payable and accrued liabilities on the consolidated balance
sheet.

If the Canadian dollar had appreciated (depreciated) 1 percent against
the U.S. dollar at December 31, 2008, with all other variables held
constant, the impact of the foreign currency change on the Company’s
U.S. dollar denominated financial instruments would be to increase
(decrease) earnings from continuing operations before taxes for the
year ended December 31, 2008 by $1,625. This analysis excludes the
impact of hedging activities which mitigate the Company’s exposure
to changes in foreign exchange rates. The impact of changes in other
currencies on the Company’s earnings is not significant.

Interest rate risk

The Company is subject to floating interest rates on its long-term debt
facilities and consequently, there is risk of cash flow exposure in the
event that interest rates increase. The Company enters into interest
rate swaps to hedge its exposure to changes in interest rates. At
December 31, 2008, the Company had U.S. $50,000 of interest rate
swap agreements in place with the balance of long-term debt subject
to floating interest rates. At December 31, 2008, the Company had
entered into an agreement for an additional U.S. $35,000 interest rate
swap. This swap did not take effect until February 2, 2009.

Any change in the fair value of the effective portion of an interest rate
swap that is designated and qualifies as a cash flow hedge is recog-
nized in other comprehensive income. Any gain or loss in fair value
relating to the ineffective portion, if any, is recognized immediately in
the consolidated statement of earnings (loss). The fair value of the
interest rate swaps at December 31, 2008 was an unrealized loss of
$2,665 ($1,819 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 con-
solidated balance sheet.

A 1% increase (decrease) in the interest rate would have resulted in
an approximately $1,471 decrease (increase) in the pre-tax earnings
of the Company for the year ended December 31, 2008. This analysis
assumes that all other variables, in particular foreign currency rates,
and the level of interest rate swaps in place, remained constant.

Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its
financial obligations as they fall due. The Company’s approach to
managing liquidity risk is to ensure that it will always have sufficient
liquidity to meet liabilities when due. The Company monitors sales
and collection efforts to ensure sufficient cash flows are generated
from operations to meet current debt servicing requirements. At
December 31, 2008, the Company had cash and cash equivalents of
$2,808 and revolving credit facilities that permitted the Company to
borrow funds up to an aggregate of $300,578 of which $213,734
had been drawn in the form of long-term debt ($205,859), letters of
credit ($2,996) and bank indebtedness ($4,879).

All of the Company’s financial liabilities, other than long-term debt,
have contractual maturities of less than one year.

The Company’s long-term debt credit facilities mature as to $89,597
in 2010 and $116,262 in 2011. These amounts are the contractual
undiscounted cash flows.

Management monitors consolidated cash flow through quarterly fore-
casting and through the annual budget process. The Company expects
to be able to re-negotiate credit facilities and to generate cash to meet
the repayment requirements as noted above.

Fair value

Under Canadian generally accepted accounting principles, financial
instruments are classified into one of the following five categories:
held-for-trading, held-to-maturity investments, loans and receivables,
available-for-sale financial assets and other financial liabilities. The
Company has also designated certain of its derivatives as effective
hedges. The carrying values of the Company’s financial instruments
on the consolidated balance sheet are classified into the following
categories:

December 31, 2008 December 31, 2007

Held-for-trading $  (2,071) $ (2,039
Loans and receivables $ 135,899 $ 125,095
Other financial liabilities $ (273,178) $(199,299)

The Company’s financial instruments consist of cash and cash equiv-
alents, accounts receivable, accounts payable and accrued liabilities,
long-term debt, foreign exchange contracts and interest rate swap
contracts. The Company has designated its cash and cash equivalents
and bank indebtedness as held-for-trading, which is measured at fair
value. Accounts receivable and other assets are classified as loans and
receivables, which are 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.

The carrying values of the cash and cash equivalents, accounts
receivable, and accounts payable and accrued liabilities approximate
their fair values due to the immediate or short-term maturity of these
financial instruments.

The estimated fair value of the Company’s variable-rate debt approxi-
mates the carrying value of such debt since the variable interest rates
are market-based, and the Company believes such debt could be
refinanced on terms consistent with the current credit market.

The fair value of the Company’s derivative financial instruments used
to manage exposure to increases in procurement costs arising from
certain foreign currency denominated purchases are estimated based
upon fair value estimates of the related cash-settled foreign currency
forward agreement provided by the counterparty to the transactions.

The fair value of the forward exchange contracts reflects the cash
flows due to or from the Company if settlement had taken place on
December 31, 2008.

The fair value of interest rate swaps used by the Company to manage
interest rate exposure is based upon fair value estimates of the agree-
ment provided by the counterparty to the transactions. The fair value
of the interest rate swaps reflects the cash flows due to or from the
Company if settlement had taken place on December 31, 2008.
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11. CAPITAL MANAGEMENT:

The Company’s objective when managing capital is to maintain a
prudent capital base so as to maintain investor, creditor and market
confidence and to sustain future development of the business.
Management defines capital as the Company’s total shareholders’
equity, as well as long-term debt and bank indebtedness.

The Board of Directors in conjunction with management has agreed
to a quantitative targeted return for the Company and promotes year
over year sustainable profitable growth. The Board of Directors also
reviews on a quarterly basis whether any dividends should be paid
with reference to the Company’s Dividend Policy. Management
considers such factors as consistency with the Company’s capital
financing strategy objectives, target yield to its shareholders, external
benchmarks, and targeted percentage of average annual net earnings
before recommending its quarterly dividend to be paid. In the year
ended December 31, 2008, dividends totaling $12,852 have been
declared payable to the Company’s shareholders.

In order to maintain or adjust the capital structure, the Company may
provide dividends paid to shareholders, purchase shares for cancella-
tion pursuant to normal course issuer bids, issue new shares, issue
new debt, and issue new debt to replace existing debt with different
characteristics.

There were no changes in the Company’s approach to capital
management during the period compared to that of 2007. The
Company’s strategy for capital risk management is driven by the cost
effectiveness of externally available debt, cash from operations and
expectations for future acquisitions and capital expenditures.
Financial covenants under the Company’s existing credit facilities
include net debt to capitalization, net debt to earnings before interest,
taxes, depreciation and amortization (EBITDA) and current ratio
covenants, all of which the Company was in compliance with at
December 31, 2008.

12. INCOME TAXES:

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

2008 2007

FUTURE INCOME TAX ASSETS:
Accounts receivable $ 347 $ 263
Inventory 2,503 1,637
Accounts payable 7,168 3,570
Deferred revenue - 30
Long term debt unrealized foreign

exchange loss 5,295 -
Intangible assets 8,507 -
Tax losses 3,907 4,250
Total future income tax assets 27,727 9,750
Valuation allowance (7,366) (2,990)
Net future income tax assets 20,361 6,760
Less current portion (10,018) (5,500)
Non-current future income tax assets $10343 % 1,260
FUTURE INCOME TAX LIABILITIES:
Capital assets $ 10,602 $ 10,588
Goodwill and intangible assets - 1,246
Pension liability 2,433 2,419
Long-term debt unrealized foreign

exchange gain - 1,032
Total future income tax liabilities $ 13,035 $ 15,285

The Company's effective income tax rate is derived as follows:

2008 2007
Federal and provincial
statutory income tax rate 32.7 % 35.4 %
Effect of different tax rates
in foreign jurisdictions 36.8 % (9.5) %
Effect of manufactfuring and processing
activities 5.6 % (1.0) %
Permanent differences (6.0) % 2.5 %
Effect of previously unrecognized
losses and tax rate changes (7.8) % 3.1 %
Goodwill impairment charge not
deductible for tax (60.5) % 0.0 %
Other 3.9 % 1.1 %
4.7 % 25.4 %

The Company has non-capital losses of $3,485 (2007 - $3,133)
available to offset future taxable income relating to wholly owned
subsidiaries. The benefit of $2,092 of non-capital losses has not been
recognized in the consolidated financial statements and will expire
from 2016 to 2027. In addition, the Company has unused foreign tax
credits of $387 (2007 - $315) to offset against future taxes payable,
the benefit of which has not been recognized in the consolidated
financial statements and will expire from 2011 to 2017. The Company
has allowable capital losses of approximately $3,983 (2007 - $9,352),
which can be carried forward indefinitely to offset future taxable
capital gains. The benefit of these allowable capital losses has not
been recognized in the consolidated financial statements.

As a result of foreign exchange translation, ($725) (2007 - $352) of the
change in the future tax assets/liabilities has been recorded in the
accumulated other comprehensive loss account.

13. 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, 2008 and 2007 are as follows:

2008 2007
Shares Amount Shares Amount
Balances at January 1 32,123,445 $ 29,891 32,069,845 $ 29,464
Exercise of stock options 16,800 235 53,600 427
Balances at December 31 32,140,245 $ 30,126 32,123,445 $ 29,891

During 2008, 16,800 (2007 - 53,600) stock options were exercised, resulting in the issuance of 16,800 (2007 - 53,600) common shares in
exchange for proceeds of $160 (2007 - $427). During the year ended December 31, 2008, 82,500 options expired and were cancelled
(2007 - nil) and 7,000 options were forfeited and cancelled (2007 - nil). The Company issued nil stock options during the year ended December

31, 2008 (2007 - 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.
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Changes in the Company's stock options are as follows:

2008 2007
Weighted Weighted
Number average Number average
of options price of options price
Balances at January 1 430,700 $ 7.36 484,300 $ 7.42
Options exercised (16,800) 9.55 (53,600) 7.97
Expired and cancelled (82,500) 10.50 - -
Forfeited and cancelled (7,000) 6.52 - -

Balances at December 31 324,400 $ 6.46 430,700 $ 7.36

The following options were outstanding as at December 31, 2008:

Outstanding options Vested options

Weighted average

Number Exercise remainin Number of Exercise
of options price contractual life options price
Options granted in 1999 52,100 $ 7.60 1 52,100 $ 7.60
Options granted in 2000 64,400 5.35 2 64,400 5.35
Options granted in 2002 94,900 6.30 4 94,900 6.30
Options granted in 2003 113,000 6.71 5 113,000 6.71
324,400 $ 6.46 324,400 $ 6.46
The Company has no warrants outstanding as at December 31, 2008 (2007 - nil).
The capital stock outstanding used to calculate basic and diluted earnings per share is as follows:
2008 2007
Weighted average number of common shares outstanding during the year
(for calculation of basic earnings per share) 32,129,160 32,107,962
Incremental shares (a) - 185,811
Weighted average number of common shares outstanding during the year
(for calculation of diluted earnings per share) 32,129,160 32,293,773

(a) As the Company had a net loss from continuing operations in 2008, options granted and outstanding under the Company’s stock option plan
have been excluded from the diluted weighted average number of common shares calculation as their inclusion would be anti-dilutive.

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 (2007 - $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
Dividend yield
Expected volatility

Weighted average expected life

4.08%
2.99%
30.20%

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:

2008 2007
Net earnings (loss), as reported $ (9,340) $ 27,299
Pro forma net earnings (loss) $ (9,340) $ 27,236
Pro forma basic earnings (loss) per share $ (0.29) $ 0.85
Pro forma diluted earnings (loss) per share $ (0.29) $ 0.84
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14. 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:

2008 2007

Sales of goods and services
including reimbursements $ 5,607 $ 6,796
Purchases of goods and services $ 7,772 $ 6,568

As at December 31, 2008, accounts payable and accrued liabilities
include amounts due to the parent and Companies under its control
of $690 (2007 - $214).

As at December 31, 2008, accounts receivable include amounts due
from the parent and companies under its control of $573 (2007 -
$511).

The Company has operating lease commitments to its parent com-
pany covering certain buildings used in operations, as outlined
in note 17. Net annual rents are determined by independent
assessment.

Subsequent to year end the Company entered into a transaction with
its parent company, Samuel, Son & Co. Ltd. as described in note 22.

15. 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 was combined with the Packaging
segment. The change was the result of the completion of the sale of Energy Steel Products Inc. on July 31, 2007. Comparative figures have been reclas-
sified accordingly. Intersegment transactions are negotiated as if the transactions were to third parties, at market prices.

Business Segments - 2008:

Metal
Packaging Processing Corporate  Consolidated
Net sales from continuing operations $ 460,059 $ 529,671 $ - $ 989,730
Earnings (loss) from continuing operations before the undernoted items $ 13,042 $ 36,025 $ (10,190) $ 38,877
Goodwill and long-lived assets impairment charge 31,518 22,116 - 53,634
Gain on sale of steel pickling operations - (15,153) - (15,153)
Restructuring 2,215 - - 2,215

Earnings (loss) from continuing operations before interest

and income taxes $ (20,691) $ 29,062 $ (10,190) $ (1,819
Interest on long-term debt (8,064)
Interest on short-term debt (174)
Interest income 259
Earnings from continuing operations before income taxes $  (9,798)
Goodwill $ - $ 54,035 $ - $ 54,035
Other identifiable assets 257,681 328,934 10,746 597,361
Total identifiable assets $ 257,681 $ 382,969 $ 10,746 $ 651,396
Depreciation and amortization $ 6,820 $ 20,874 $ 466 $ 28,160
Capital expenditures $ 5,220 $ 17,573 $ 425 $ 23,218
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
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Geographic segments:

2008 2007
Sales to:
Canada $ 302,599 $ 305,031
U.S. 637,792 560,551
Other foreign countries 49,339 34,284
$ 989,730 $ 899,866
Capital assets:
Canada $§ 45,529 $ 71,671
U.S. 121,297 96,758
Other foreign countries 4,936 4,721
$ 171,762 $ 173,150
Goodwill:
Canada $ 16,630 $ 18,632
U.S. 37,405 31,376
$ 54,035 $ 50,008

16. 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 $3,619 ($1,253 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 line within
the consolidated statements of earnings (loss). As of December 31, 2008, $3,777 of cumulative restructuring costs has been recorded net of a gain on

sale of $5,304.

The following table highlights the activity and balance of the restructuring charge for the period ended December 31, 2008:

Costs incurred
Costs incurred year ended Cumulative
Total Costs to December 31, December 31, costs
Restructuring Charge Expected 2007 2008 incurred
Severance, termination costs, benefits, retention bonuses $ 2,974 $ 2,972 $ 2 $ 2,974
Pension curtailment and settlement 3,756 1,127 2,629 3,756
Gain on sale of machinery and equipment (1,488) - (1,190) (1,190)
Gain on sale of land and building (4,114) (4,114) - (4,114)
Other 2,491 1,577 774 2,351
Total $ 3,619 $ 1,562 $ 2,215 $ 3,777
Other restructuring costs include facility closure costs, capital asset dismantling and write down, and inventory write down.
Less costs Less costs
Balance, paid or incurred and Balance
December 31, otherwise charged to December
Restructuring Accrual 2007 settled expense  Adjustments 31, 2008
Severance, termination costs,
benefits, retention bonuses 753 $ 515 $ - $ - $ 238
Pension curtailment and
settlement 1,127 1,127 - - -
Other 72 72 - - -
Total 1,952 $ 1,714 $ - $ - $ 238

17. 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% (2007 - 36%) is to the majority
shareholder of the Company:

2009 $ 14,068
2010 11,869
2011 9,150
2012 7,360
2013 6,771
Thereafter 28,847

$ 78,065

As at December 31, 2008, the Company was committed to capital
expenditures of approximately $7,763 (2007 - $7,038).

At December 31, 2008, the Company was committed to forward
exchange contracts and interest rate swaps as discussed in note 10.

At December 31, 2008, the Company was committed to the purchase
of 39,617 gigajoules ("GJ") of energy at an average of $10.87 (in
actual dollars) per GJ.

At December 31, 2008, the Company had outstanding letters of
credit of $2,996.

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.
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18. ACCUMULATED OTHER COMPREHENSIVE LOSS:

2008 2007
CUMULATIVE TRANSLATION ADJUSTMENT:
Balance, beginning of year $ (34,291) $ (13,107)
Unrealized gain (loss) on translation of
net foreign operations 27,959 (21,184)
Balance, end of year (6,332) (34,291)
UNREALIZED DERIVATIVE GAIN (LOSS)
ON CASH FLOW HEDGES, NET:
Balance, beginning of year (379) -
Impact of new cash flow hedge accounting
rules on January 1,2007 (net of taxes of $250) - (482)
Changes in unrealized gain or loss on
derivatives designated as cash flow hedges  (2,260) 314
Income taxes on change in unrealized gain
or loss 701 (107)
Reclassification of realized (gain) loss on
cash flow hedges 210 (158)
Income taxes on reclassification of realized
gain (loss) (72) 54
Balance, end of year (1,800) (379)
ACCUMULATED OTHER
COMPREHENSIVE LOSS $ (8,132) $ (34,670)

19. JOINT VENTURE:

On April 8, 2008, the Company announced that its majority owned
steel pickling operations in Ohio, Samuel Steel Pickling Company
(“Samuel Pickling”), entered into a letter of intent with respect to a
strategic alliance with Viking & Worthington Steel Enterprises, LLC
(“V&W"). Under the terms of the letter of intent, V&W would shut
down its steel pickling operations in Valley City, Ohio and have its
Northeast Ohio pickling requirements processed at Samuel Pickling.
V&W would obtain a minority ownership position in Samuel Pickling
as a result. The new ownership structure would include Gibraltar
Industries and V&W while Samuel Manu-Tech Inc. would remain the
majority owner and operating manager of the new venture. This trans-
action now appears unlikely to proceed due to the non-fulfillment of
conditions precedent to the transaction.

20. GAIN ON SALE OF STEEL PICKLING OPERATIONS:

On August 29, 2008, the Company sold its Nanticoke, Ontario steel
pickling operations to its major customer, U.S. Steel Canada for cash
consideration of $37,500 subject to normal closing adjustments.
The sale resulted in an estimated pre-tax gain of $15,153 ($10,357
net of tax).

The net proceeds and the carrying amounts of the assets and liabili-
ties included in the sale are as follows:

Purchase price $ 37,500
Working capital and other closing adjustments 151
Selling costs (200)
Pension, severance and other costs (1,652)
Net proceeds $ 35,799
Net assets sold, at carrying values:
Accounts receivable 39
Inventories 399
Capital assets 20,487
Accounts payable (279)
Net assets disposed of $ 20,646
Gain on sale of steel pickling operations $ 15,153
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21. COMPARATIVE FIGURES:

In order to conform to the current year presentation, the comparative
figures have been restated due to reclassifications.

22. SUBSEQUENT EVENTS:

On February 12, 2009, the Company’s Board of Directors approved
the sale of the tool steel inventory, and related equipment and
working capital items of Unalloy-IWRC (“Unalloy”), a division of the
Company, to Samuel, Son & Co. Ltd., a related party, at a negotiated
selling price of $6,100 subject to working capital adjustments.
This transaction closed February 27, 2009 and resulted in a loss of
approximately $1,800. The exiting of the tool steel business in
Ontario does not affect the remaining business in Ontario and
existing Unalloy branch operations in Quebec, Alberta and British
Columbia, where Unalloy will continue to focus on its primary
businesses, wire rope, perforated metal and hardware.

On February 20, 2009 the Company entered into an agreement to sell
the land and building of one of its Nelson Steel facilities for $3,900
subject to customary closing adjustments. The facility is located at
199 Arvin Avenue in Stoney Creek, Ontario. The pickling operations
at this facility had been permanently idled at the date the decision
was made to sell the property, and therefore the Nelson Steel work-
force will be unaffected by the sale. The transaction is expected to
close on March 31, 2009. The Company has reclassified the net book
value of these assets in the amount of $2,771 from capital assets to
assets held for sale.
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In times of economic uncertainty and ever greater global
competitiveness our employees at Samuel Manu-Tech Inc.
are the true backbone of the company.

Our men and women make the difference through their
unrelenting pursuit of quality and their commitment
to uncompromising customer service.
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