


Item I:	Incorporation








	Devtek Corporation was incorporated by articles of incorporation dated November 12, 1981 under the laws of Ontario and continued pursuant to amalgamations with wholly-owned subsidiaries, the latest of which was on 31 October, 1995.





�
�
�
Ownership�
�
�
�
Jurisdiction of�
Percentage�
�
�
Subsidiary�
Incorporation�
(voting)�
�
�
�
�
�
�
�
Devtek Holdings Inc.�
Florida�
100%�
�
�
Devtek Electronic Enclosures Inc.�
Ontario�
100%�
�
�
GFI Control Systems Inc.�
Ontario�
 50% �
�
�
Hochelaga Aerospace Inc.�
Ontario�
100%�
�
�
Interfast Inc. (1)�
Ontario�
 50%�
�
�
ACD Tridon Inc.�
Ontario�
100%�
�
�
   (formerly “Tridon Limited”)�
�
�
�
�
          ACD Tridon North America Inc.�
Tennessee�
(100% owned by ACD Tridon Inc.)�
�
�
          ACD Tridon (Holdings) Limited�
United Kingdom�
(100% owned by ACD Tridon Inc.)�
�



	Note 1.  Interfast Inc. was sold, effective 1 August 1996; the sale, which was a sale of Devtek’s 50% interest, was completed on October 4, 1996.





Item 2:	General Development of the Business





	Devtek Corporation (also “Devtek” and “the company”, refers to the consolidated entity hereafter) is an international developer and manufacturer of systems, sub-systems and components for the automotive, aerospace, and telecommunications industries.  The Company commenced operations in December 1981 in the defence, aerospace and electronics industry segments.





	The Company recognized the need to diversify its operations because of declining government spending on defence programs.  Much of the Company’s production in Aerospace has been redirected into commercial programs and consistent with this strategy a controlling interest in Tridon Limited (“Tridon”) was acquired.  Tridon is a manufacturer and distributor of automotive products.





	In 1991, the company relocated its Tridon manufacturing operations to Tennessee.  Since then improved results have been recorded, and profits have been realized since 1993.





	The Company achieved increased sales until 1991 and experienced a slight decrease in 1992.  The sales decrease in 1992 relative to 1991 was due to lower sales from defence operations, offset partially by an increase in sales of polymer products in the automotive business.  Sales have increased each year since 1992.





























	On 5 October 1993, the company formally approved a plan of restructuring for its aerospace operations, including the closure of one of its facilities.  This was in an effort to limit the company’s exposure to adverse conditions in the aerospace market.  Poor economic conditions in that market led to the realization that provisions for excess capacity in the form of losses on disposal of equipment and severance costs associated with the termination of employees were required.  In addition, inventories and deferred costs in excess of what current market conditions could support were identified and written off.








	Operating losses in 1993 was due almost entirely to the problems in the aerospace market.  The three operating plants in the aircraft products business incurred operating pre-tax losses of $17m, while plants in the defence and automotive groups earned pre-tax profits of $9m.








	Beginning in 1994 the results of GFI Control Systems were recorded at 50% on a joint venture basis.


In November, 1994 Devtek acquired Devtek Electronics Enclosures Inc. (formerly Rainford Corporation) the Canadian subsidiary of Rainford Group Limited of the United Kingdom.  The acquisition included the technology associated with Ranford’s products and an exclusive license to manufacture, sell and distribute throughout North America the Rainford ( line of electronic cabinets designed and manufactured by Rainford Group Limited.  This business was merged with the Verral Metal Fabricating Division of Devtek and operates under the business name Devtek Electronic Packaging Systems.








	Fiscal 1996 was a year of metamorphosis, as Devtek continued to hone its strategic focus.  Effective August 1, 1995 the operations of Devtek Applied Electronics Inc., (formally Hermes Electronics Limited) were sold, producing $14.2m in cash.  Immediately thereafter, Devtek acquired the remaining shares in Tridon Limited for $7.2m, funded by $2m in cash and 1.6m subordinate voting shares (“SVS”).  In February 1996 Devtek continued to enhance its focus and concluded the acquisition of U.K. based Automotive Components Dunstable for $16.7m in cash and 1.3m SVS shares.  Prior to year end, the company reduced the high level of debt it had accumulated by raising $13.2m cash through the issuance of 3.5m SVS shares.








	A final step was taken in the first quarter of 1997 through the sale of the company’s only non-manufacturing operation, Interfast Inc.  This divestiture reduced the liabilities and debt of the company by a further $11m.








	Devtek has established strong and profitable market positions with its leading-edge technology base, skilled and dedicated people, quality products and global marketing strategy.  It is well equipped to compete successfully in the global business arena.  Continued increases in sales and profits will come from internal growth, joint ventures, and strategic acquisitions of businesses complimenting our strategic focus and with proven management, possessing a vision and operating philosophy consistent with Devtek.
























































Item 3:	Narrative Description of the Business:








Business Overview








	Devtek Corporation is an international developer and manufacturer of systems, sub-systems and components for the automotive, aerospace, and telecommunications industries.  There are three principal operating segments, with a total of 12 manufacturing facilities and 4 distribution centres throughout North America and Europe.  The following table sets forth financial information relating to these segments.














							              Year ended July 31
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1995�
�
�
�
($000)�
($000)�
�
�
�
�
�
�
        Sales by Industry Segment�
�
�
�
�
�
�
�
�
�
Automotive�
�
 202,148�
 130,496�
�
Aerospace�
�
   83,306�
 110,113�
�
Telecommunications�
�
   43,301�
   21,025�
�
�
Total Company�
$328,755�
$261,634�
�



       Sales by Geographic Segment�
�
�
�
�
Canada�
�
  161,736�
  161,118�
�
United States�
�
  114,191�
  100,516�
�
Europe�
�
    52,828�
        -�
�
�
Total Company�
$328,755�
$261,634�
�
�
�
�
�
�












Automotive Operations





	The Company’s automotive operations are international in scope and now represent approximately 70% of sales on an ongoing basis.  Automotive operations comprise five manufacturing centres and two distribution centres.  Automotive operations employ approximately 1,500 people.








�









	The chart below identifies each operation within the Company’s automotive unit and summarizes the customers and products of such operation:





Automotive Operating Divisions:





Operation�
Customers�
Products & Services�
�
ACD Tridon North America�
�
�
�
Wiper Systems Division�
Automotive OEMs (GM, Nissan & others) and ACD Tridon Aftermarket Division.�
Proprietary designed polymer wiper blades, metal blades, linkages, arms and complete wiper systems.�
�
Electronics Systems Division�
Automotive OEMs (GM, Toyota, Honda, Nissan & others) and ACD Tridon Aftermarket Division.�
Electronic modules, signal flasher modules, seat belt timing devices, daytime running light modules.�
�
Engineered Clamps Division�
Automotive OEMs (GM, Toyota, Honda, Nissan & others), tier one automotive suppliers, power boat industry, consumer products industry and ACD Tridon Aftermarket Division.�
Manufactures automotive and industrial clamps including hose clamps, gear clamps, constant tension band clamps, spring loaded clamps.�
�
Aftermarket Division�
Retail chains and specialty service centres in the US and Canada such as Sam’s Club, Pep Boys and Canadian Tire.�
Promotes and distributes products produced by the various manufacturing units of ACD Tridon and re-markets complimentary automotive products�
�
ACD Tridon Europe�
�
�
�
Electrical Motor Division�
Automotive OEMs (GM, Rover, Fiat, Ford, Toyota, Honda, Nissan & others) and ACD Tridon Aftermarket Division.�
Manufactures front and rear automotive wiper motors, engine cooling motors and fans.�
�
GFI Control System Inc.�
�
�
�
GFI Control Systems�
Automotive OEMs (Ford, Detroit Diesel) and the automotive aftermarket.�
Manufactures alternative fuel systems (natural gas & propane).�
�
�
 �
�
�












ACD Tridon Inc. (“ACD Tridon”)





	Through two wholly-owned subsidiaries, ACD Tridon North America Inc. and ACD Tridon Europe Limited, ACD Tridon operates three manufacturing operations and two distribution centres in North America and one manufacturing operation in Europe.  Although sales from North America and Europe are almost equal, in Europe sales to automotive OEMs are dominant, representing 99% of total sales, while in North America sales to the aftermarket represent about 70% of total sales.  As a result, OEM sales represent approximately 60% of total automotive sales.  The technologies and products resident in the European and North American operations are complimentary, which management believes will result in greater opportunities for growth in sales and profitability.





The European business is recognized for its expertise in the development and manufacture of complete automotive windshield and rear window wiper systems, including motors, controls, linkages and associated hardware as well as engine cooling fans and motors.  The European operation also develops and manufactures windshield wiper arms and blades for automotive OEMs and the European aftermarket.





The North American operation’s expertise is in the development and manufacture of automotive electronic controls, clamps of all types for both automotive and other applications, and windshield wiper blades.  In the last several years, the North American Wiper Systems Division has developed the capability to develop and assemble complete automotive wiper systems.  Prior to the purchase of AC Dunstable, the wiper systems used motors supplied by third parties.





The initiatives by automotive OEMs to use global sourcing from a select number of suppliers of complete systems makes it advantageous to have systems capability on at least two continents.  The rationalization of technology, products and manufacturing capability and capacity between the European and North American operations is expected to result in ACD Tridon being recognized as a global supplier of wiper systems and eventually other products as well.





ACD Tridon North America





ACD Tridon’s operating structure in North America consists of three manufacturing operations and one distribution centre.





  ACD Tridon Engineered Clamps Division manufactures clamps for fluid flow connection applications in both the automotive and industrial markets, including worm gear, constant tension band and constant load clamps.  The division sold over 300 million clamps in fiscal 1995, making it one of the largest such manufacturers in the world.





  ACD Tridon Electronics Systems Division designs and manufactures specialty electronic controls for a variety of automotive applications, including electronic signal flashers, security and fuel management systems.





  ACD Tridon Wiper Systems Division designs, develops and produces windshield wiper blades, arms, linkages and related components and complete front and rear wiper systems.





  ACD Tridon Aftermarket Division supplies consumer products for the automotive aftermarket.  The division merchandises, distributes and sells products manufactured at other ACD Tridon divisions, as well as those made by selected outside suppliers.





ACD Tridon Europe





ACD Tridon’s operations in Europe are comprised of one manufacturing operation and a product service centre.


	


  ACD Tridon Electrical Motor Division manufactures and supplies front and rear automotive wiper motors and linkages, as well as engine cooling motors and fans.  The Division currently has a 65% share of the U.K. market for front wiper motors and linkages.





  ACD Product Service Centre is a technical service centre that supports automotive OEM customers located in Germany.





The Automotive OEM Industry





  Management expects that automotive production in Canada, the United States and Mexico, including production from the automotive OEM transplant market (operations headquartered in Asia with manufacturing facilities in North America), will increase from 15.3 million units in 1996 to 17.0 million units by the year 2001 and that the shift to vans, sport utility vehicles and pick-up trucks will continue.





As in North America, European  car sales are predicted to increase over the next five years, with overall growth of 1.5% to 3%.





Growth for automotive OEMs will not come from increased vehicle production but from winning market share through vehicle redesigns and new programs.  Management expects OEMs to introduce major new programs over the next several years, which will provide opportunities for ACD Tridon to obtain new business.  ACD Tridon is targeting those vehicle platforms that it believes have the greatest growth potential.





Competition amongst suppliers servicing the automotive OEM market in both North America and around the world has increased as OEMs continue to reduce the number of, and demand more from, suppliers.  The design and development of new products previously carried out by EOMs is expected to be provided by those suppliers that have the capability to design, manufacture, assemble and deliver the lowest cost systems and subsystems.





Sales & Marketing - OEM





As an initiative to provide service and develop stronger relationships with the automotive OEMs, ACD Tridon has established a direct sales force in Detroit with technical sales representatives who work closely with customer engineering and purchasing department.  ACD Tridon’s approach in Europe is similar, as project managers are responsible for working closely with automotive OEMs to meet the objectives of specification, cost, quality and timing.





Each automotive OEM product line is different, some having as much as a three-year-lead time from the order commitment to the supply of product.  In an effort to expand systems depth and to effectively compete in each market, ACD Tridon intends to pursue strategic acquisitions and alliances which will help reduce development costs and accelerate response times.





The Automotive Aftermarket Industry





The automotive aftermarket industry supplies an array of replacement parts for both domestic and imported vehicles.  In North America, the market is serviced through automotive retail chains, specialty service centres, warehouse club stores and automotive service parts organizations.  The North American aftermarket has demonstrated consistent growth over the years and has avoided the cyclical nature of the OEM market.  This growth has been fueled by a number of factors, the most significant of which are the increasing number of vehicles on the road, increasing average mileage driven per year and the increasing average age of vehicles, as older cars require more maintenance and repair than newer vehicles.





Sales & Marketing - Aftermarket





In the ACD Tridon Aftermarket Division, sales and marketing efforts are divided into three levels, depending on geographic location.  In North America, sales are direct or through agents while internationally, sales may also be derived through licensed distributors.   Approximately half of ACD Tridon’s aftermarket volume is generated in the United States.





In the North American engineered clamp aftermarket, ACD Tridon is one of two dominant manufacturers offering a broad array of products for the automotive, industrial, plumbing and hardware industries.  Recent additions to the product portfolio include a line of constant tension clamps, which expand and contract as temperatures change, and a line of band clamps oriented toward heavy industrial and municipal applications.  In the electronic flasher aftermarket, ACD Tridon markets a complete line of electronic and thermal flashers to meet the needs of domestic and imported cars and light trucks.  ACD Tridon North America has established aftermarket presence in over 60 countries through a network of licensed distributors and agents.





In Europe, the ACD Tridon Aftermarket Division markets consumer products through a network of sales agents and licensed distributors.  ACD Tridon supplies the U.K. aftermarket primarily through wholesale distributors and exports a limited quantity to Sweden, Denmark and Ireland.  Although brand names are important, the products are relatively uniform in terms of design and quality.  Competition is typically based on price.





Competition





Competition in North America for ACD Tridon Wiper Systems Division consists of  ITT (SWF), Bosch, Valeo and Stant (Trico).  In Europe ACD Tridon competes with four major wiper systems manufacturers.  Bosch is the largest supplier in Germany and France and is the exclusive supplier of front wiper systems to Ford Europe.  SWF focuses on the European OEM market, Valeo supplies the French OEM market and Magneti Marelli primarily supplies the Italian OEM market.





Competitors to ACD Tridon Engineered Clamps Division include Stant (Ideal division).  Mubea, Breeze, Murray, MTD and Norma.  ACD Tridon Electronic Systems Division is a niche player focused on specialty items and is not in direct competition with the larger suppliers, but instead with suppliers such as Hella, Omron, Saturn Electronics, TRW, Grote, Lectron, Nippondenso and Lucas.  In the windshield wiper aftermarket, ACD Tridon ranks third behind Anco (Cooper North American Industries) and Trico (Stant).  Both Anco and ACD Tridon have realized substantial market share gains since 1989, but with notably different approaches.  While Anco has benefited from the rapid growth in the automotive retail chains, ACD Tridon has benefited from the rapid growth in the quick lube industry, as many people also have wiper blades replaced while having their oil changed.  ACD Tridon’s aftermarket presence in Canada is substantial, with over half the market share in every product category in which it competes.





In Europe, ACD Tridon’s main competitors in the aftermarket for wiper blades and arms are Champion, Trico, Wipac and Bosch.





 GFI Control Systems Inc. (“GFI”)





GFI supplies engine control devices in the Alternative Fuels Vehicles (“AFV”) market.  At present, “alternative fuels” comprise natural gas, propane, ethanol, methanol, and electricity.  GFI’s products are used to give gasoline or diesel engines bi-fuel capabilities, which allow a vehicle to run on either gasoline and natural gas or gasoline and propane.  GFI believes that natural gas and propane will be the dominant alternative fuels for the foreseeable future.





Market Structure





One of the determinants of the potential size of the AFV market is legislation.  In the United States, existing legislation in certain states mandates the conversion of fleet vehicles to alternative fuels.  The impetus for this legislation has been concern over the environment, as well as strategic considerations (the United States imports roughly 60% of its oil).  Other North American and overseas markets lack the legislative impetus behind the AFV market present in the United States, although interest groups in may of these markets are urging increased use of alternative fuels.





GFI has made significant investments in technology and product development, and has made substantial commitments to ongoing product support and refinement  This commitment is demonstrated by GFI’s participation in AFV product offerings to Ford, Chrysler, Detroit Diesel, Hercules, Bluebird and TUG.  To date, GFI is Ford’s only qualified alternative fuels modifier in the United States and Canada under the Qualified Vehicle Modifier (QVM) program.  GFI has a multi-million dollar contract with Ford Motor Company for fuel injection systems for commercial light trucks.  GFI plans to further concentrate on obtaining a larger share of the OEM market, both by expanding the current business of developing complete systems such as the Ford QVM program and by supplying individual component parts.





�
Sales & Marketing





The automotive aftermarket represents approximately 75% of GFI’s sales, with sales to OEMs accounting for the remaining 25%.  This ratio is changing as more contracts are entered into with the North American OEMs.





GFI’s sales and marketing staff deals directly with both automotive OEMs and Aftermarket distributors.  It is anticipated that in the future, most of GFI’s sales efforts will emphasize selling to OEMs and, consequently, the Company anticipates that sales to OEMs will soon constitute the major portion of GFI’s total business.  Important factors determining sales success include pricing, meeting emission control standards and passing certification requirements while at the same time achieving acceptable levels of fuel efficiency.





Aerospace Operations


Devtek Aerospace





The Company’s aerospace operations are grouped under the Devtek Aerospace unit, which is comprised of three manufacturing operations and one distribution operation.  Over the past several years, Devtek has shifted its focus from military to commercial programs as governments worldwide have reduced defence spending.  The Company’s manufacturing facilities produce landing gear components, structural components and actuation systems for commercial and military aircraft.  Devtek’s aerospace unit also includes Diemaco, the Company’s military small arms operation.  Aerospace operations employ approximately 450 people.





The chart below lists each operation with the Company’s aerospace unit and summarizes the customers and products of such operation:


Aerospace Operations


Operation�
Customers�
Products & Service�
�
West Heights Mfg.�
Tier one and tier two sub-system prime contractors for commercial and military aircraft.�
Precision machining and assembly of both large and complex landing gear components (pistons, cylinders and trunnions), sub assemblies and high strength structural body components for all types of aircraft.�
�
Hochelaga Aerospace�
Commercial aircraft manufacturers and contractors in North America and Europe and commercial airlines.�
Designs and manufactures hydraulic and mechanical actuation systems for civil aircraft and helicopters worldwide.  Repair and overhaul services for major airlines in both North America and Europe.�
�
Interfast (1)�
Aircraft manufacturers, airlines and other contractors world-wide tier, one automotive manufacturers and electronic and telecommunications manufacturers.�
Distributor of precision fasteners, fastener systems, specialized production tooling, wire and cable, and other custom engineered products.





Precision fasteners and fastener systems, roller bearing slides products for automated teller and automated banking machines, and fastener systems.�
�
Diemaco�
Departments of Defence of Canada, Holland, Denmark, United States and other NATO countries.�
Military small arms: weapons and weapon components; accessories; design; logistic support; and repair and overhaul.�
�
(1) Interfast sold effective August 1, 1996





West Heights Mfg. manufactures medium to large size landing gear and high strength airframe components for both military and commercial aircraft.  West Heights specializes in the precision machining of close tolerance components in titanium, 300M and other high strength alloys used by a variety of aircraft manufacturers including McDonnell Douglas, DeHavilland, Canadair and Boeing.  Smaller components such as brake housings, yokes, links and spindles are currently supplied to programs such as the Boeing 737, 747, 757 and 777 aircraft and Airbus 330/340 aircraft.





Hochelaga Aerospace designs and manufactures critical flight control systems and landing gear assemblies for aircraft such as the McDonnell Douglas Md-80 and Md-90 and rotor hub and beam assemblies for helicopters such as the Bell Helicopter 206.  Approximately 60% of Hochelaga’s products are built to customer’s specifications, while the balance requires development and design input.  Hochelaga Aerospace’s specialty is as a provider of commercial aircraft hydraulic flight controls and hydraulic actuators.





Diemaco has been selected by the Government of Canada as the Canadian Centre of Excellence for development, testing, production and life cycle support for military small arms.  Under the Centre of Excellence concept, the Government of Canada selected five sole-source organizations to supply specific strategic defence requirements.  Diemaco is the sole source supplier of all military small arms and related weapon systems and components for the Canadian Military.





Diemaco started deliveries in 1995 under a four-year $52 million contract with Canadian Commercial Corporation (“CCC”) for the supply of small arms to the Dutch defence forces.  Diemaco has also obtained an order for the C7 rifle from Denmark.  The C7 rifle is now the most widely used rifle among North Atlantic Treaty Organization (“NATO”) peacekeeping forces.





Market Structure





The aerospace and defence industries utilize a common core of rapidly developing technologies to develop, design and manufacture systems to meet the detailed performance specifications of end-users.  Because of this common core of technologies, including aerodynamics, microelectronics, computer software and hardware sciences, the Company views the aerospace and defence industries as a single market.





The industries which supply this market are generally arranged into four tiers.  First tier participants are primary system contractors who have the requisite technical competence to design, and the financial and management capability to manage, the production of complete systems.  Second, third and fourth tier participants act as sub-contractors to the prime contractors.  Second tier participants require similar competence to that of first tier participants but on a scale appropriate to sub-systems, such as a complete landing gear for an aircraft.  Third tier participants are not required to design any part of an end-system, but instead manufacture assemblies or components which require special skills or technology that may demand the creation of new manufacturing processes.  Fourth tier companies produce less sophisticated components using standard methods.





Stringent quality assurance standards are established by the North Atlantic Treaty Organization by governments such as those of Canada and the United States and by major prime contractors such as Boeing and Bell Helicopter.  These high standards are imposed by contract on to the successive tiers of sub-contractors and are a principal barrier to entry to the first, second and third tiers.  Successful management of quality control is a condition of profitability in these tiers.





In all of these industries, the prime contractors rely on selected sub-contractors which have specialty manufacturing or processing capabilities to manufacture critical sub-systems and components.  These sub-contractors are more numerous and smaller in size than the prime contractors and, depending on the tier, have either specialized product design capabilities or are able to apply certain technologies or manufacturing processes more competitively than first tier companies.





Contracts for systems and sub-systems are obtained by preparing proposals or through joint product development with the end-user.  In all cases, the system or sub-systems developer and manufacturer will have a contract with the prime contractor or primary systems contractor.





Sales and Marketing





Major aircraft companies such as Boeing, Airbus and McDonnell Douglas are moving away from in-house manufacturing to concentrate on design and assembly.  This trend has resulted in a swing to tier one operations specializing in complete systems.  Companies such as Menasco and Messier-Dowty have become tier one suppliers of complete landing gear systems.  The majority of West Heights’ business is with these tier one suppliers and is obtained through several means.  Both West Heights and Hochelaga Aerospace have sales/contracts managers whose job is to identify opportunities through their existing customer base.  A large percentage of sales at Hochelaga Aerospace are derived through its engineering department, which works closely with the engineering departments of customers to improve upon an existing design or create a new product.  Both operations also rely on sales agents which are located in Europe (to cover the European aerospace OEM market) and along the west coast of North America, to cover the North American based aerospace OEM market.  Additional sales opportunities are derived by attending various trade show and operator conferences.





Diemaco’s sales, marketing and contract administration staff is responsible for the marketing of small arms systems, sub-systems and components to the governments of Canada and the United States.  Export sales of weapon systems to other countries must be approved by the Canadian government are contracted on a government-to-government basis only.  Competition in other countries comes from domestic industries which are generally part of the strategic defence base of each country.  Diemaco’s staff work in concert with Canadian government agencies to develop foreign markets.





Telecommunications Operations





Devtek Electronic Packaging Systems (“DEPS”)





The Company’s telecommunications operations are grouped under Devtek Electronic Packaging Systems, which is comprised of three manufacturing operations located in Ontario and a product service centre located in Raleigh, North Carolina.  Telecommunication operations employ approximately 240 people.





The chart below summarizes DEPS customers and products.


Operation�
Customers�
Products & Service�
�
Devtek Electronic Packaging Systems�
Telecommunication equipment & computer manufacturers�
Precision sheet metal fabrication of electronic switching cabinets and Rainford (enclosures for electronic equipment, including outdoor communications enclosures for cellular phone equipment.�
�
�
Aerospace & defence prime contractors.�
Precision machining and fabrication of electronic system enclosures (dip brazed heat exchangers and structurally bonded chassis); and maintaining of ultra precision components for electronic enclosures, cabinets, consoles, heat exchangers, and related electro-mechanical assemblies.�
�



DEPS manufactures precision sheet metal components as well as custom and standard electronic cabinetry enclosures for all telecommunications and computer industries and for defence and industrial purposes. 





Through a licensing agreement with Rainford Group of the United Kingdom, DEPS has developed a range of proprietary outdoor communications enclosures for cellular telephone equipment manufacturers.  DEPS is also supplying precision assemblies for cellular base station antennas.  In 1994, DEPS acquired the Canadian operations of Rainford Group.  this acquisition included a modern manufacturing facility, technology and the exclusive manufacturing and sales rights for the complete Rainford( line in Canada, the United States and Mexico.





DEPS also serves the aerospace and defence markets.  As a manufacturer of air traffic control consoles, DEPS has a contract for the supply of 550 Canadian Automated Air Traffic System (CAATS) workstations to Hughes Aircraft of Canada.  The CAATS is a sophisticated air traffic control system that is being actively promoted by Hughes around the world.





DEPS is also involved in the design and fabrication of complex heat exchangers and chassis that house airborne electronic equipment for a variety of military aircraft.  This business was established in the early 1950’s, and has secured a competitive advantage in its market sector because of its ability to integrate metal-joining technologies with precision machining capabilities.  These operations also manufacture critical tolerance components from materials such as titanium, as well as aluminum and stainless steel for guidance systems, phase-array radar antennae and satellite platforms.  DEPS has contracts to manufacture all grapple fixtures for the international space station.





Market Structure





The global telecommunications market is a vast, diverse industry, featuring many companies engaging in numerous fields including local and long distance service providers, wireless services, multi-media networks technology and OEMs.  This market is undergoing rapid change and steady growth is forecast for the next decade.  There are several significant forces fueling this growth, including deregulation, privatization and the development of alternative technologies.  These factors are increasing the demand for both new and upgraded infrastructures.





Wireless communications is one of the most rapidly growing sectors of the telecommunications market.  In North America, cellular phone networks continue to grow.  The increase in the number of subscribers has averaged more than 47% per year over the past five years.  Management believes that the growth in the cellular phone market and the emergence of new technologies will result in strong demand for infrastructure equipment.





A new sector of the wireless telecommunications market, called the personal Communication Service (“PCS”) market, began limited deployment in late 1995 and offers particular potential for DEPS.  PCS is an alternative system to cellular, with the potential for greater security and privacy, lower power requirements, personal numbering, lightweight handsets and the capability to easily combine voice and data transmission.  As operating licenses are issued throughout North America there will be a corresponding increase in demand for cell site equipment as PCS networks require systems that are not compatible with cellular networks.  DEPS has developed and manufactures specialized outdoor enclosures designed to house such cell site equipment.  These enclosures are sophisticated environmental cabinets which resist and control the effects of inclement weather, temperature variations, radio interference, security violations and earthquakes.








Sales and Marketing





DEPS standard proprietary products are sold through major distributors throughout North America.  These distributors are supported by a network of field representatives reporting to a DEPS sales manager.  In contrast, the sales activities for custom products involving engineered applications are conducted by in-house sales staff who specialize in specific products and customers.  The sales process for these products involves detailed technical proposals and often requires the support of DEPS’ engineering staff.





DEPS overall marketing strategy is coordinated by a director of marketing with active participation from senior management.  DEPS has established an assembly and logistics centre in North Carolina to service Nortel and to create a United States customer support base.








GENERAL





(a)	Raw Materials





	The Company purchases a broad range of material, sub assemblies, and outside services, primarily in North America, in connection with its manufacturing and distribution activities.  Major items include forgings, various metals, electronics and polymers.  The ability of suppliers to meet performance, quality and delivery schedules is very important; however, the Company is not reliant on any single source of supply.  Hence materials required for operations have been readily available.  The Company expects the availability of materials to continue and does not foresee any significant shortages.





(b)	Patents and Trademarks





	The Company’s operations are not dependent upon any single patent, license, franchise or concession.  The Company’s operations are also not dependent upon any single trademark, although some trademarks are identified with a number of the Company’s products and are important in the sale and marketing of such products.  It is the Company’s policy to register or otherwise take the necessary legal steps to protect such intangible assets in all jurisdictions in which it operates.





(c)	Environmental Matters





	The Company believes that it presently complies with existing environmental protection requirements.  There are no significant outlays known or anticipated at this time that would have an adverse effect on earnings or the competitive position of the Company.





(d)	Customers





	There is no single customer that accounts for 10% or more of consolidated sales revenue.





(e)	Employees





	The Company employed approximately 2,200 people at the end of the fiscal year 1996.





(f)	Foreign Operations





	The Automotive Operations has its manufacturing operations in the U.S. southeast and the United Kingdom.  The DEPS operation has a small facility in North Carolina.  Currency fluctuations affect the Company’s consolidated financial reporting as a result of the translation of financial results into Canadian dollars.	


�



(g)		Properties





	The Company operates through 12 facilities, of which the principal plant locations are as follows:





Industry Segment�
Location�
Major Products Handled at Location


�
Leased or Owned�
�
�
�
�
�
�
Automotive�
Burlington, Ontario�
Automotive clamps, flashers and windshield wipers


�
Leased�
�
�
�
�
�
�
�
Springfield, 


	Tennessee�
Automotive flashers


�
Leased�
�
�
�
�
�
�
�
Smyrna, 


	Tennessee�
Automotive and industrial clamps


�
Owned�
�
�
�
�
�
�
�
Lawrenceburg, 


	Tennessee�
Automotive windshield wipers


�
Leased�
�
�
�
�
�
�
�
Dunstable,


	 United Kingdom�
Automotive wiper systems and cooling fan motors


�
Leased�
�
�
�
�
�
�
�
Kitchener, Ontario�
Automotive gaseous fuel injection systems


�
Owned�
�
�
�
�
�
�
Aerospace�
Kitchener, Ontario�
2 plants manufacturing aerospace components & small arms


�
Owned�
�
�
�
�
�
�
�
Laval, Quebec�
Aerospace components


�
Owned�
�
�
�
�
�
�
Telecommunications�
Scarborough,


	 Ontario�
3 plants manufacturing components


�
1 owned


2 leased�
�



All of the properties are well maintained, in good condition and suitable to carry on the Company's business.





�



Item 4:  Selected Consolidated Financial Data





	The following selected consolidated financial data of the Company, as it relates to the five years ended July 31, 1996, is derived from the audited consolidated financial statements of the Company.


	


	As at July 31


	(in thousands of dollars except per share figures)


�
1996�
1995�
1994�
1993�
1992�
�
Operations Data


Sales�



$328,755�



$261,634�



$226,005�



$224,749�



$224,334�
�
Income (loss) from


  operations before


  income taxes, unusual


  items and minority


  interest�












10,276�












10,320�












8,469�












(8,026)�












(12,520)�
�
Net income (loss)


  from operations before


  unusual items�






5,587�






4,602�






3,328�






(7,110)�






(9,319)�
�
Net income (loss)


  per share from


  operations before unusual


  items�









0.42�









0.41�









0.30�









(0.64)�









(0.85)�
�
Net income (loss)�
13,672�
4,602�
3,328�
(30,060)�
(9,319)�
�
Net income (loss)


  per share  -  basic


	    -  fully diluted�



1.02


0.92�



0.41


0.40�



0.30


0.30�



(2.70)


(2.70)�



(0.85)


(0.85)�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
Financial Position


Working capital from


  (used in) operations�






$15,744�






$18,186�






$13,969�






$2,237�






($1,382)�
�
Working capital from


  (used in) operations


  per share�






1.18�






1.62�






1.26�






0.20�






(0.12)�
�
Working capital�
27,601�
20,242�
20,728�
17,297�
36,256�
�
Additions to fixed assets�
12,278�
7,525�
4,790�
3,030�
7,513�
�
Total assets�
231,312�
153,279�
145,661�
150,034�
184,697�
�
Long-term debt, including


  capital lease obligations�



61,732�



47,505�



50,491�



53,861�



62,769�
�
Shareholders' equity *�
61,313�
24,053�
19,454�
16,432�
44,359�
�
Shareholders' equity


  per share�



3.45�



2.14�



1.75�



1.48�



3.99�
�



	* includes $13,248 thousand of special warrants








	The decrease in sales from 1991 to 1992 of $13 million was a result of a drop in defence sales of $21 million, offset by an increase in automotive sales.  The principal reason for the drop in defence sales was a gap in shipments between the completion of the first major small arms contract and the commencement of the follow-on order.





	The 1993 sales increase of $0.40m is analyzed as follows: Compared to 1992, $7.3m of the 1993 sales is attributable to a higher US dollar exchange rate in 1993; sales in the aircraft market declined by $16.0m due to adverse market conditions; there was an increase of $9.0m in the other operations.





	The increase in 1994 sales over 1993 is after the effect of the discontinuance of one aircraft products operation, which had sales of $15.0m in 1993.  Sales in the Aircraft, Industrial, and Defence operations, at $108.3m in 1994, were $6.0m higher for on-going operations.  Sales in the Automotive operations, at $117.7m, were higher by $17.6m than in the previous year.  At Tridon a $14.2m increase resulted equally from growth and the exchange effects of a weaker Canadian dollar in 1994.  There was a sales reduction offset because sales at GFI Control Systems were recorded at 50%, being accounted for on a joint venture basis for the first time.





	Sales in 1995 increased $35.6m over 1994, Sales at Tridon increased $9.1m in total, with wiper sales up $6.5m, reflecting better market penetration.  DEPS increased sales by $9.0m, as a result of good market conditions, the addition of the Rainford line, and strong sales efforts.  Defence sales increased $9.4m as shipments to Holland started for the major rifle contract.  Sales of fasteners at Interfast improved by $6.3m, primarily from expanded sales efforts, and an expanded line of products.





	Sales for 1996 were $328.8 million, up 25.7 percent from sales of $261.6 million in 1995.  The $67.2 million sales increase resulted from the company narrowing its strategic focus.  Through the sale of DAE and the acquisition of Automotive Components Dunstable, net sales increased by $21.9 million.  There was an additional sales increase of $45.3 million, or 19.6 percent, that came from growth in the remaining businesses.





	Quarterly Results


�
Sales $�
Net Income�
Net Income


  Per share


       Basic�
Net Income


  Per share


Fully Diluted�
�
($,000, except per share amounts)�
�
�
�
�
�
�
�
�
�
�
�
October 31, 1994�
62,207�
969�
0.09�
0.09�
�
January 31, 1995�
64,619�
1,043�
0.09�
0.09�
�
April 30, 1995�
68,567�
1,013�
0.09�
0.09�
�
July 31, 1995�
66,241�
1,577�
0.14�
0.14�
�
�
�
�
�
�
�
October 31, 1995�
63,345�
9,266�
0.75�
0.63�
�
January 31, 1996�
67,765�
1,273�
0.10�
0.10�
�
April 30, 1996�
97,482�
1,444�
0.10�
0.10�
�
July 31, 1996�
100,163�
1,689�
0.11�
0.11�
�



	The dividend policy of the Company is determined by the Board of Directors.  The intention is not to declare dividends until the Company re-establishes a profitable track record and an improvement in the financial position of the balance sheet.  Dividend payouts will resume when it is considered that such payouts will not financially impair the day to day operation of the Company.





Item 5: Management's Discussion and Analysis





	Reference is made on pages 8 through 26 of the 1996 Annual Report to shareholders, which section is incorporated herein by reference.





Item 6:  Market for Securities


	The Subordinate Voting Shares of the Company (DEK.A) are listed on The Toronto and Montreal Stock Exchanges.  The Multiple Voting Shares (DEK.B) are listed on The Toronto Stock Exchange.Item 7: 





Directors and Officers


Name and position


 with Company, and


Residence


Municipality


�
Principal Occupation


for last 5 years�
Number and Class


of Shares Beneficially


owned or controlled�
Director since�
�
�
�
�
�
�
Helmut Hofmann


Chairman


Thornhill, Ontario�
Officer of the


Company�
378,300 SVS (3)


860,035  MVS  (3) �
1981�
�
�
�
�
�
�
James N. Renner


President, Chief


Executive Officer and


Operating Officer of


the Company�
Officer of the


Company�
150,087 SVS


156,936 MVS�
1981�
�
�
�
�
�
�
Russell Bannock (2)


Toronto, Ontario�
President, Bannock


Aerospace Limited�
100,000 SVS


131,250 MVS�
1981�
�
�
�
�
�
�
George Dembroski


(1) (5)


Toronto, Ontario�
Vice-Chairman, RBC


Dominion Securities Limited�
5,000 SVS


150,000 MVS�
1989�
�
�
�
�
�
�
Stephens B. Lowden


Toronto, Ontario�
President SBL Capital


Corporation, formerly 


Partner, Ernst & Young�
47,000 SVS�
1996�
�
�
�
�
�
�
Donald C. Lowe


(1) (2)


Toronto, Ontario�
Chairman, Sedgwick


Limited�
10,000 MVS�
1990�
�
�
�
�
�
�
Murray G. Kingsburgh


Executive Vice-President


Finance and Admin.


Chief Financial Officer


and Secretary


Toronto, Ontario�
Office of the


Company�
76,800 SVS


187,536 MVS�
1981


�
�
�
�
�
�
�
Brian A. Robbins (2)


Aurora, Ontario�
President and Chief


Executive Officer of


Exco Technologies Limited�
132,900 SVS�
1995�
�
�
�
�
�
�
Michael R. Hottinger


Vice-President


Brentwood, TN�
Officer of the Company 


and President of


ACD Tridon Inc.�
�
(4)�
�
�
�
�
�
�
Peter Monsberger


Vice-President Finance


Newmarket, Ontario�
Officer of the


Company�
�
(4)�
�
�
�
�
�
�
�
�
�
�
�
�
The term of office of each director expires at the date of the next annual meeting of shareholders.


(1) Member of the Audit Committee


(2) Member of the Compensation Committee


(3) Includes 276,300 SVS and 642,500 MVS owned by H. Hofmann Management Inc.


(4) Officer of the Company, but not a director


(5) Chairman of the Corporate Governance Committee








Item 8: Additional information





	Additional information, including directors' and officers' remuneration and indebtedness, principal holders of the company's securities and options to purchase securities is contained in the Company's information circular for the December 10, 1996 annual meeting of shareholders.  Additional information is provided in the Company's comparative financial statements for the financial year ended 31 July 1996, and a copy of the documents may be obtained upon request from the Secretary of the Company.








�
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