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RESULTS OF OPERATIONS 

 
 
Net Sales 

Sales for the fourth quarter ended December 31, 2005 were $205.7 million, a decrease of 

$7.4 million or 3.5% from the $213.1 million achieved in the comparable quarter of last 

year.  Sales for the year to December 31, 2005 were $862.1 million which represents an 

increase of $22.3 million or 2.7% over the $839.8 million achieved in 2004. 

 

Sales of the Packaging segment in the fourth quarter were $99.9 million which reflects an 

increase of 2.2% over last year’s $97.8 million, mainly driven by improved results in the 

U.S.  Metal Processing sales for the fourth quarter, at $81.9 million, were down 13.4% 

over last year’s $94.6 million, mainly driven by lower sales of custom roll formed 

products and lower steel pickling volumes.  Distribution sales for the fourth quarter, at 

$23.8 million, were up 14.8% over last year with increases in both Canada and the U.S. 

reflecting the favourable pricing environment and increased volumes. 

 

Earnings 

Net earnings for the fourth quarter were $12.7 million or $0.40 per share compared to 

$17.2 million or $0.55 per share last year. The unprecedented steel price levels in 2004 

had peaked in the fourth quarter of that year, which greatly contributed to the year over 

year change. Net earnings for the year were $56.7 million or $1.78 per share compared to 

$57.1 million or $1.81 per share last year.  Declining steel pricing and surcharges, 

coupled with lower demand for our products from certain sectors and the impact of the 

appreciating Canadian dollar, contributed to the decline in earnings for the year.   

 

For the fourth quarter, the Packaging segment had operating profits (see below for 

cautionary language regarding non-GAAP measures) of $9.4 million compared to $8.9 

million last year with Canada posting higher results. The improved results reflected 



  

positive manufacturing efficiencies at both the steel and plastic plants offset in part by the 

negative effect of the appreciating Canadian dollar.  

 

Operating profits of the Metal Processing segment in the fourth quarter were $12.7 

million which reflects a decrease of $6.8 million or 35.0% from last year’s $19.5 million.  

Profits from stainless steel tubular products were down reflecting lower selling prices and 

surcharges compared to last year.  The appreciating Canadian dollar and higher energy 

costs brought about by the aftermath of the gulf coast hurricanes in 2005 also had a 

negative effect on gross margins of stainless steel tubular products exported to the U.S.  

Earnings from pickling operations were down due to lower volumes and decreased 

technology income, while steel pressure vessels and earnings from roll formed products 

were up reflecting productivity gains in our plants despite the negative effect of the rising 

Canadian dollar. 

 

The Distribution segment delivered a profit of $0.8 million in the fourth quarter 

compared to a profit of $2.8 million in the same quarter last year.  The unprecedented 

increase in steel input costs had peaked in the fourth quarter of 2004, hence resulting in 

the large variance compared to 2005. 

 

Outlook 

Steel prices are expected to gradually decline in 2006.  Production outages and the 

potential for labour disruption in the Canadian mill environment will complicate the 

domestic marketplace.  In addition, all industry sectors are feeling the negative impacts of 

higher energy costs and their resultant impact on transportation costs.  A slow down in 

the North American automotive sector could have a negative impact on North American 

manufacturers.  In addition, if the Canadian dollar continues at current levels for an 

extended period or appreciates even further, the Company may need to accept lower 

prices on exports and to address increased U.S. competition.  In response to all of these 

factors, the Company is continuing to make operational improvements in its various 

businesses, particularly in Packaging and Metal Processing.  A new U.S. roll form facility 

was announced on February 2, 2006 and a new Mexico stainless tube facility was 



  

announced on February 21, 2006.  New investments in capacity and productivity 

enhancing equipment should improve the Company’s margins and will further enhance 

our competitive position.   

 

Further details on the results for the year will be included in the annual report to be 

mailed to all shareholders in mid-March 2006. 

 

Samuel Manu-Tech Inc.  (SMT-TSX) is a leading North American industrial products 

company producing and distributing a wide range of steel, plastic and related industrial 

products and services from locations in Canada and the United States. 

 

 

 

Mark C. Samuel 

Vice-Chairman and CEO 

February 23, 2006 

 

 

 
The “Fourth Quarter Results” utilize the term “operating profit (EBIT)” which is a non-GAAP measure.  
Securities regulations require that corporations caution readers that these terms do not have standardized 
meanings under GAAP and are unlikely to be comparable to similar measures used by other companies. 
Operating profit (EBIT) is defined as earnings before restructuring charge (gain), interest and income 
taxes. A reconciliation of this item to GAAP can be found on the face of the attached consolidated 
statement of earnings.  
 
Operating profit (EBIT) should not be construed as a substitute for net earnings or cash flows from 
operations (each as determined in accordance with generally accepted accounting principles) for the 
purpose of analyzing the Company’s operating performance, financial position or cash flows.  The 
Company believes that, in addition to cash flow from operations and net earnings, operating profit is a 
useful financial performance measurement for assessing operating performance as it provides investors 
with an additional basis to evaluate the ability of the Company to incur and service debt and to fund 
capital expenditures.   
 
This report may contain forward-looking information that is subject to risks, uncertainties and 
assumptions. Such information represents our current views based on information as at the date of issuing 
this report.  We do not intend to update this information and disclaim any legal obligation to the contrary. 



CONSOLIDATED STATEMENTS OF EARNINGS

Twelve Months ended December 31, 2005 and 2004
(in thousands of dollars except per share amounts)

2005 2004 2005 2004
(unaudited) (unaudited) (audited) (audited)

NET SALES $ 205,672 $ 213,111 $ 862,121 $ 839,842
COSTS AND EXPENSES (INCOME):

Cost of sales, selling & administration 179,178 177,422 755,617 715,893
Depreciation and amortization 5,248 6,102 23,379 25,027
Foreign exchange loss (gain) (120) 1,123 767 1,671
Interest on long-term debt 307 519 1,889 2,720
Interest on short-term debt - 184 326 489
Interest income (18) - (42) (1)

184,595 185,350 781,936 745,799

EARNINGS BEFORE RESTRUCTURING CHARGE (GAIN) AND INCOME TAXES 21,077 27,761 80,185 94,043

RESTRUCTURING CHARGE (GAIN) (note 3) 250 370 (5,536) 5,942

EARNINGS BEFORE INCOME TAXES 20,827 27,391 85,721 88,101

INCOME TAXES (RECOVERY):
Current 9,143 1,417 27,222 22,912
Future (1,018) 8,738 1,783 8,093

8,125 10,155 29,005 31,005

NET EARNINGS $ 12,702 $ 17,236 $ 56,716 $ 57,096
BASIC EARNINGS PER SHARE $ 0.40 $ 0.55 $ 1.78 $ 1.81
DILUTED EARNINGS PER SHARE $ 0.40 $ 0.54 $ 1.77 $ 1.80

See accompanying notes to consolidated financial statements

SEGMENTED INFORMATION

Twelve Months ended December 31, 2005 and 2004
(in thousands of dollars )

NET SALES 2005 2004 2005 2004
(unaudited) (unaudited) (audited) (audited)

Packaging $ 99,930 $ 97,782 $ 425,683 $ 394,060
Metal Processing 81,936 94,599 332,354 360,581
Distribution 23,806 20,730 104,084 85,201
Consolidated $ 205,672 $ 213,111 $ 862,121 $ 839,842

EARNINGS BEFORE RESTRUCTURING CHARGE (GAIN), INTEREST AND INCOME TAXES 2005 2004 2005 2004

Packaging $ 9,406 $ 8,921 $ 42,133 $ 37,691
Metal Processing 12,696 19,533 43,913 62,441
Distribution 804 2,754 5,779 5,980
Corporate (1,540) (2,744) (9,467) (8,861)
Earnings before restructuring charge (gain), interest and income taxes 21,366 28,464 82,358 97,251
Restructuring charge (gain) 250 370 (5,536) 5,942
Interest on long-term debt 307 519 1,889 2,720
Interest on short-term debt - 184 326 489
Interest income (18) - (42) (1)
Earnings before income taxes $ 20,827 $ 27,391 $ 85,721 $ 88,101

See accompanying notes to consolidated financial statements.
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December 31, 2005 and December 31, 2004 (audited)
(in thousands of dollars)

Dec. 31, Dec. 31,
2005 2004

ASSETS

CURRENT ASSETS:
Cash and cash equivalents $ 1,131 $ 978
Accounts receivable 106,540 113,088
Inventories 143,944 151,228
Prepaid expenses and sundry 3,736 6,300
Future income taxes 6,043 5,833

261,394 277,427

CAPITAL ASSETS 138,064 143,925
ASSETS HELD FOR SALE (note 3) - 1,346
ACCRUED PENSION ASSET 4,751 2,196
FUTURE INCOME TAXES 1,206 2,963
GOODWILL 16,941 15,692
INTANGIBLE ASSETS, net of amortization 8,078 8,730

$ 430,434 $ 452,279

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT LIABILITIES:
Bank indebtedness $ 5,938 $ 12,217
Accounts payable and accrued liabilities 69,797 91,264
Deferred revenue 936 -
Dividends payable 3,203 2,876
Income taxes payable 7,036 18,117

86,910 124,474

LONG-TERM DEBT 18,702 44,496
POST-RETIREMENT BENEFITS OTHER THAN PENSIONS 2,176 1,869
FUTURE INCOME TAXES 15,971 15,552

123,759 186,391

SHAREHOLDERS' EQUITY:
Capital stock  (note 2) 27,375 27,040
Contributed surplus 108 54
Retained earnings 293,533 248,580
Cumulative translation adjustment (14,341) (9,786)

306,675 265,888
$ 430,434 $ 452,279

See accompanying notes to consolidated financial statements.

Twelve Months ended December 31, 2005 and 2004 (audited)
(in thousands of dollars)

2005 2004

RETAINED EARNINGS, BEGINNING OF PERIOD $ 248,580 $ 200,574
NET EARNINGS 56,716 57,096
DIVIDENDS PAID ON COMMON SHARES (11,763) (7,911)
SHARES PURCHASED AND CANCELLED - (1,179)
RETAINED EARNINGS, END OF PERIOD $ 293,533 $ 248,580

See accompanying notes to consolidated financial statements.
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