
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Consolidated Financial Statements 
(In thousands of Canadian dollars) 

 

CCL INDUSTRIES INC. 
 
Years ended December 31, 2007 and 2006 



 
 KPMG LLP  Telephone (416) 228-7000 
 Chartered Accountants Fax (416) 228-7123 
 Yonge Corporate Centre Internet www.kpmg.ca 
 4100 Yonge Street Suite 200 
 Toronto ON  M2P 2H3 
 Canada 
  

KPMG LLP, is a Canadian limited liability partnership and a member firm of the KPMG 
network of independent member firms affiliated with KPMG International, a Swiss cooperative. 
KPMG Canada provides services to KPMG LLP. 

 

 

 

 

 

 

 

 

AUDITORS' REPORT TO THE SHAREHOLDERS 

We have audited the consolidated balance sheets of CCL Industries Inc. as at December 31, 2007 
and 2006 and the consolidated statements of earnings, comprehensive income, shareholders' equity 
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 financial statements.  An audit also 
includes assessing the accounting principles used and significant estimates made by management, 
as well as evaluating the overall financial statement presentation. 

In our opinion, these consolidated financial statements present fairly, in all material respects, the 
financial position of the Company as at December 31, 2007 and 2006 and the results of its operations 
and its cash flows for the years then ended in accordance with Canadian generally accepted 
accounting principles.  

 
Chartered Accountants, Licensed Public Accountants 

 

Toronto, Canada 

February 28, 2008 



 

1 

CCL INDUSTRIES INC. 
Consolidated Balance Sheets 
(In thousands of Canadian dollars) 
 
December 31, 2007 and 2006 
 
  2007 2006 
 

Assets 
 

Current assets: 
Cash and cash equivalents $ 96,602 $ 125,000 
Accounts receivable, trade 127,105 178,819 
Other receivables and prepaid expenses 97,710 23,115 
Inventories (note 6) 69,606 97,963 
  391,023 424,897 

 

Property, plant and equipment (note 7) 630,810 628,019 
 

Other assets (note 8) 33,340 28,914 
 

Future income tax assets (note 12) 32,135 32,261 
 

Intangible assets (note 9) 26,132 39,499 
 

Goodwill 374,750 389,000 
 

  $ 1,488,190 $ 1,542,590 
 

Liabilities and Shareholders' Equity 
 

Current liabilities: 
Bank advances (note 10) $ – $ 12,428 
Accounts payable and accrued liabilities 221,254 280,752 
Income and other taxes payable 2,501 13,697 
Current portion of long-term debt (note 10) 21,211 16,119 
   244,966 322,996 

 

Long-term debt (note 10)  382,166 413,552 
 

Other long-term items (note 11)  48,796 52,332 
 

Future income tax liabilities (note 12)  94,403 101,109 
   770,331 889,989  
 

Shareholders' equity: 
Share capital (note 13) 190,504 190,251  
Accumulated other comprehensive loss (note 3) (85,455) (18,546) 
Contributed surplus (note 13) 6,715 4,226 
Retained earnings 606,095   476,670  
  717,859 652,601 

 

Commitments and contingencies (note 14) 
Subsequent event (note 19) 
 

  $ 1,488,190 $ 1,542,590 
 

See accompanying notes to consolidated financial statements. 

On behalf of the Board: 
 
D.G. Lang   Director J.K. Grant   Director 
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CCL INDUSTRIES INC. 
Consolidated Statements of Earnings 
(In thousands of Canadian dollars) 
 
Years ended December 31, 2007 and 2006 
 
  2007 2006 
 
Sales $ 1,144,260 $ 1,029,569 
 
 
Income from operations before undernoted items $ 206,904 $ 176,054 
 
Depreciation and amortization 75,912 67,047 
  130,992 109,007 
 
Interest (note 10) 23,157 20,584 
  107,835 88,423 
 
Restructuring and other items, net loss (gain) (note 5) (4,137) 11,502 
 
Earnings before income taxes 111,972 76,921 
 
Income taxes (notes 5 and 12) 18,466 12,053 
 
Net earnings from continuing operations 93,506 64,868 
 
Net earnings from discontinued operations, net of tax (note 4) 10,957 12,552 
 
Gain on sale of discontinued operations (note 4) 43,452 – 
 
Net earnings $ 147,915 $ 77,420 
 
Basic earnings per Class B share (note 13): 

Continuing operations $ 2.90 $ 2.02 
Discontinued operations 0.34 0.39 
Gain on sale of discontinued operations 1.35 – 
 

  Net earnings $ 4.59 $ 2.41 
 
Diluted earnings per Class B share (note 13): 

Continuing operations $ 2.79 $ 1.95 
Discontinued operations 0.33 0.38 
Gain on sale of discontinued operations 1.30 – 
 

  Diluted earnings $ 4.42 $ 2.33 
 

See accompanying notes to consolidated financial statements. 
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CCL INDUSTRIES INC. 
Consolidated Statements of Comprehensive Income 
(In thousands of Canadian dollars) 
 
Years ended December 31, 2007 and 2006 
 
  2007 2006 
 
Net earnings $ 147,915 $ 77,420  
 
Other comprehensive income, net of tax: 

Unrealized gains (losses) on translation of financial 
statements of self-sustaining foreign operations (107,129) 33,480 

Gains (losses) on hedges of net investment in 
self-sustaining foreign operations, net of tax  
of $6,591 (2006 - recovery of $6,032) 38,378  (14,078) 

Unrealized foreign currency translation, net of 
hedging activities (68,751) 19,402 

 
Losses on derivatives designated as cash flow hedges, 

net of tax of $1,141 (6,812) – 
Reclassification of losses on derivatives 

designated as cash flow hedges to earnings,  
net of tax of $7 5,906 – 

Change in losses on derivatives designated  
as cash flow hedges (906) – 

 
Other comprehensive income (loss) (69,657) 19,402 

 
Comprehensive income (note 1(o)) $ 78,258 $ 96,822 
 

See accompanying notes to consolidated financial statements. 
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CCL INDUSTRIES INC. 
Consolidated Statements of Shareholders' Equity 
(In thousands of Canadian dollars) 
 
Years ended December 31, 2007 and 2006 
 
  2007 2006 
 
Share capital (note 13): 

Class A shares, beginning of year $ 4,525 $ 4,608  
Conversion of Class A to Class B  – (83) 
Class A shares, end of year 4,525 4,525  

    
Class B shares, beginning of year 192,977 191,541  
Stock options exercised, Class B 4,421 1,353 
Conversion of Class A to Class B – 83 
Class B shares, end of year 197,398 192,977 

    
Executive share purchase plan loans, beginning of year (1,599) (1,841) 
Repayment of executive share purchase plan loans 341 242 
Executive share purchase plan loans, end of year (1,258) (1,599) 

    
Shares held in trust, beginning of year (5,652) (5,572) 
Shares purchased and held in trust (4,509) (80) 
Shares held in trust, end of year (10,161) (5,652) 

Share capital, end of year 190,504 190,251 
    
Contributed surplus: 

Contributed surplus, beginning of year  4,226   2,005  
Stock option expense 1,020 680 
Stock options exercised (238) (83) 
Stock-based compensation plan 1,707 1,624 

Contributed surplus, end of year 6,715 4,226 
    

Retained earnings, beginning of year:  476,670   413,025 
Transition adjustment on adoption of new  

accounting standards (note 1(o)) (3,062) – 
Net earnings 147,915 77,420 
Dividends: 

Class A (1,023) (908) 
Class B (14,405) (12,867) 

Total dividends, end of year (15,428) (13,775) 
Retained earnings, end of year 606,095 476,670 
 
Accumulated other comprehensive loss (note 3): 

Accumulated other comprehensive loss,  
beginning of year  (18,546)  (37,948) 

Transition adjustment on adoption of  
new accounting standards (note 3) 2,748 – 

Other comprehensive income (loss) (69,657) 19,402  
Accumulated other comprehensive loss, end of year (85,455) (18,546) 
 
Total shareholders' equity, end of year $ 717,859 $ 652,601 
 

See accompanying notes to consolidated financial statements. 
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CCL INDUSTRIES INC. 
Consolidated Statements of Cash Flows 
(In thousands of Canadian dollars) 
 
Years ended December 31, 2007 and 2006 
 
  2007 2006 
 
Cash provided by (used for): 
 
Operating activities: 

Net earnings $ 147,915  $ 77,420  
Earnings from discontinued operations, net of tax (10,957) (12,552) 
Gain on sale of discontinued operations (43,452) – 
Items not involving cash: 

Depreciation and amortization 75,912 67,047 
Executive compensation 2,370 2,102 
Future income taxes (5,435) (7,496) 
Restructuring and other items, net of tax (1,947)  10,228  
Gain on sale of property, plant and equipment (2,644) (1,158) 

  161,762 135,591 
Net change in non-cash working capital (16,928) 6,321  
Cash provided by continuing operations 144,834 141,912 
Cash provided by discontinued operations 17,360 19,386 
Cash provided by operating activities 162,194 161,298 

   
Financing activities: 

Proceeds on issuance of long-term debt 107,055  202,623  
Retirement of long-term debt (63,987) (183,690) 
Increase (decrease) in bank advances (4,038) 2,844 
Issue of shares 4,183 1,270 
Purchase of shares held in trust (4,357) – 
Dividends (15,233) (13,775) 
Cash provided by financing activities 23,623 9,272 

 
Investing activities: 

Additions to property, plant and equipment (163,453) (150,423) 
Proceeds on disposal of property, plant and equipment 6,486 13,122 
Proceeds on business dispositions 69,526 27,122 
Business acquisitions (105,575) (62,170) 
Long-term investment acquisition (8,795) – 
Other – 1,251  
Cash used for investing activities (201,811) (171,098) 

   
Effect of exchange rates on cash (12,404) 5,335  
 
Increase (decrease) in cash and cash equivalents (28,398) 4,807 
 
Cash and cash equivalents, beginning of year 125,000 120,193 
 
Cash and cash equivalents, end of year $ 96,602 $ 125,000 
 

See accompanying notes to consolidated financial statements. 



CCL INDUSTRIES INC. 
Notes to Consolidated Financial Statements (continued) 
(Tabular amounts in thousands of Canadian dollars, except per share data) 
 
Years ended December 31, 2007 and 2006 
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1. Significant accounting policies: 

(a) Basis of accounting: 

The consolidated financial statements include the accounts of CCL Industries Inc. 
(the "Company") and all subsidiary companies since dates of acquisition.  Investments 
subject to significant influence are accounted for using the equity method.  Investments 
that are jointly controlled are accounted for using proportionate consolidation. 

(b) Foreign currency translation: 

The Company records foreign currency-denominated transactions at the Canadian dollar 
equivalent at the date of the transaction and translates foreign currency-denominated 
monetary assets and liabilities at year-end exchange rates.  Exchange gains and losses 
are included in earnings. 

The Company's foreign subsidiaries are defined as self-sustaining.  Revenue and expense 
items, including depreciation and amortization, are translated at the average exchange rate 
for the year.  All assets and liabilities are translated at year-end exchange rates and any 
resulting exchange gains or losses are included in shareholders' equity as part of 
accumulated other comprehensive loss.  The revaluation of foreign currency debt, net of 
related tax, that hedges the net investment in foreign operations is also charged to the 
accumulated other comprehensive loss.  Foreign exchange gains and losses on the 
reduction of net investments in foreign subsidiaries are included in net earnings for the 
year. 

Movement in the accumulated other comprehensive loss during the year results from 
changes in the value of the Canadian dollar in comparison primarily to the U.S. dollar, the 
U.K. pound sterling, the euro, the Danish krone, the Mexican peso, the Thailand baht, the 
Chinese renminbi, the Brazilian real, the Polish zloty, and the Japanese yen and from 
changes in foreign currency-denominated net assets. 

Foreign currency transactions within each subsidiary are translated at the rate of exchange 
in effect at the time of the transaction.  Monetary balances held in foreign currencies are 
translated at the rate of exchange at the end of the period and any gain or loss is recorded 
in income. 



CCL INDUSTRIES INC. 
Notes to Consolidated Financial Statements (continued) 
(Tabular amounts in thousands of Canadian dollars, except per share data) 
 
Years ended December 31, 2007 and 2006 
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1. Significant accounting policies (continued): 

(c) Cash and cash equivalents: 

Cash and cash equivalents consist of cash in bank and short-term investments with original 
maturity dates on acquisition of 90 days or less. 

(d) Inventories: 

Raw materials and supplies are valued at the lower of cost and replacement cost.  Work in 
process and finished goods are valued at the lower of cost and net realizable value.  Cost 
is determined on a first-in, first-out basis. 

(e) Property, plant and equipment: 

Property, plant and equipment are recorded at cost, which includes interest and certain 
start-up costs during the construction of major projects.  Depreciation is provided over the 
assets' estimated useful lives, primarily on the straight-line basis, using rates varying from 
2% to 30% on buildings, and from 7% to 33% on machinery and equipment. 

Long-lived assets, including property, plant and equipment subject to depreciation, are 
reviewed for impairment whenever events or changes in circumstances indicate that the 
carrying amount of an asset may not be recoverable.  Impairment losses for assets held for 
use where the carrying value is not recoverable are measured based on fair value, which is 
measured by discounted cash flows.  Impairment losses on any assets held for sale are 
measured based on expected proceeds less direct costs to sell. 

(f) Intangible assets: 

Intangible assets, consisting primarily of the value of acquired customer contracts and 
relationships, are amortized over the expected life and any impairment is charged against 
earnings.  The amortization period ranges from 10 to 12 years and is recorded on a 
straight-line basis.  Impairment losses for intangible assets where the carrying value is not 
recoverable, are measured based on fair value.  Fair value is calculated by using 
discounted cash flows. 



CCL INDUSTRIES INC. 
Notes to Consolidated Financial Statements (continued) 
(Tabular amounts in thousands of Canadian dollars, except per share data) 
 
Years ended December 31, 2007 and 2006 
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1. Significant accounting policies (continued): 

(g) Goodwill: 

Goodwill represents the excess of the purchase price of the Company's interest in the 
businesses acquired over the fair value of the underlying net identifiable tangible and 
intangible assets arising on acquisitions.  Goodwill is not amortized but is required to be 
tested for impairment annually.  To test impairment, the Company determines whether the 
fair value of each reporting unit to which goodwill has been attributed is less than the 
carrying value of the reporting unit's net assets including goodwill, thus indicating potential 
impairment.  If the fair value of the reporting unit exceeds its carrying amount, further 
evaluation is not necessary. However, if the fair value of the reporting unit is less than its 
carrying amount, further evaluation is required to compare the implied fair value of the 
reporting unit's goodwill to its carrying amount to determine whether a write-down of 
goodwill is required. 

Any impairment is then recorded as a separate charge against earnings.  During the 
current year, the Company assessed the fair value of reporting units to which the 
underlying goodwill was attributable and determined that no charge for impairment of 
goodwill was required for the year ended December 31, 2007. 

(h) Revenue recognition: 

Revenue is recorded and related costs transferred to cost of sales at the time the product is 
shipped and ownership transfers to the customers.  At that time, persuasive evidence of an 
arrangement exists, the price to the customer is fixed and ultimate collection is reasonably 
assured. 



CCL INDUSTRIES INC. 
Notes to Consolidated Financial Statements (continued) 
(Tabular amounts in thousands of Canadian dollars, except per share data) 
 
Years ended December 31, 2007 and 2006 
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1. Significant accounting policies (continued): 

(i) Employee future benefits: 

The Company accrues its obligation under employee benefit plans and related costs net of 
plan assets.  Pension costs are determined periodically by independent actuaries.  The 
actuarial determination of the accrued benefit obligations for the plans use the projected 
benefit method prorated on service and incorporates management's best estimate of future 
salary escalation, retirement age, inflation and other actuarial factors.  The cost is then 
charged to expense as services are rendered.  Past service costs arising from plan 
amendments are amortized on a straight-line basis over the expected average remaining 
service lives of the employees who are members of the plan.  Net actuarial gains and 
losses that exceed 10% of the greater of the benefit obligation and the value of plan assets 
are amortized over the expected average remaining service lives of the employees who are 
members of the plan. 

(j) Stock-based compensation plan: 

The Company applied the intrinsic value method of accounting for employee stock options 
granted prior to January 1, 2003 as permitted by The Canadian Institute of Chartered 
Accountants' ("CICA") Handbook Section 3870, Stock-based Compensation and Other 
Stock-based Payments.  Under the intrinsic value method, consideration paid by 
employees on the exercise of stock options was credited to share capital and no 
compensation expense was recognized. 

The Company adopted the fair value-based method prescribed by CICA Handbook 
Section 3870 to account for employee stock options granted after December 31, 2002.  
Under the fair value-based method, compensation cost is measured at fair value at the 
date of grant and is expensed over the award's vesting periods. In accordance with one of 
the transitional options permitted under the amended Section 3870, the new 
recommendations were applied to all stock-based compensation granted on or after 
January 1, 2003. Stock-based compensation granted prior to January 1, 2003 continues to 
be accounted for using the intrinsic value method.  The description of the plan and the pro 
forma effect of using this method are described in note 13. 



CCL INDUSTRIES INC. 
Notes to Consolidated Financial Statements (continued) 
(Tabular amounts in thousands of Canadian dollars, except per share data) 
 
Years ended December 31, 2007 and 2006 
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1. Significant accounting policies (continued): 

(k) Earnings per share: 

Basic earnings per share are computed by dividing net earnings by the weighted average 
number of shares outstanding during the year.  The Company uses the treasury stock 
method for calculating diluted earnings per share.  Diluted earnings per share are 
computed similarly to basic earnings per share except that the weighted average shares 
outstanding are increased to include additional shares from the assumed exercise of stock 
options, shares held as security for executive share purchase plan loans outstanding, 
shares held in trust and deferred share units, if dilutive.  The number of additional shares is 
calculated by assuming that outstanding stock options, shares held in trust and deferred 
share units were exercised and that the proceeds from such exercises were used to 
acquire shares of common stock at the average market price during the year. 

(l) Income taxes: 

The Company is following the asset and liability method of accounting for future income 
taxes.  Under this method of tax allocation, future income tax assets and liabilities are 
determined based on the differences between the financial reporting and tax basis of 
assets and liabilities, and are measured using the enacted or substantively enacted tax 
rates and laws that are expected to be in effect in the years in which the future income tax 
assets or liabilities are expected to be settled or realized.  A valuation allowance is 
provided to the extent that it is more likely than not that future income tax assets will not be 
realized. 

(m) Exit and disposal costs: 

The Company recognizes costs associated with exit or disposal activities at fair value in the 
year in which the liability is incurred.  Special termination benefits are recognized at fair 
value at the communication date. 



CCL INDUSTRIES INC. 
Notes to Consolidated Financial Statements (continued) 
(Tabular amounts in thousands of Canadian dollars, except per share data) 
 
Years ended December 31, 2007 and 2006 
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1. Significant accounting policies (continued): 

(n) Use of estimates: 

The presentation of financial statements requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and the disclosure of 
contingent assets and liabilities at the date of the financial statements and revenue and 
expenses during the year.  In particular, the amounts recorded for inventories, redundant 
assets, bad debts, derivatives, income taxes, restructuring, pension and other post-
retirement benefits, contingencies and litigation, environmental matters, outstanding self-
insured claims, depreciation and amortization of property, plant and equipment, and the 
valuation of goodwill are based on estimates.  Actual results could differ from those 
estimates. 

(o) Changes in accounting policies: 

Effective January 1, 2007, the Company adopted the new CICA Handbook Section 1530, 
Comprehensive Income; Section 3251, Equity; Section 3861, Financial Instruments - 
Disclosure and Presentation; Section 3865, Hedges; and Section 3855, Financial 
Instruments - Recognition and Measurement. 

Section 1530, Comprehensive Income, establishes standards for reporting and presenting 
comprehensive income, which is defined as the change in equity from transactions and 
other events from non-owner sources.  Other comprehensive income refers to items 
recognized in comprehensive income that are excluded from net earnings calculated in 
accordance with generally accepted accounting principles ("GAAP"). 

Section 3251, Equity, establishes standards for the presentation of equity and changes in 
equity during the reporting period.  This Section requires an enterprise to present a 
separate component of equity for each category of equity that is of a different nature. 

Section 3861, Financial Instruments - Disclosure and Presentation, establishes standards 
for presentation of financial instruments and non-financial derivatives, and identifies the 
information that should be disclosed about them.  Under the new standards, policies 
followed for years prior to the effective date are generally not reversed, therefore, the 
comparative figures have not been restated except for the requirement to restate currency 
translation adjustment as part of other comprehensive income. 



CCL INDUSTRIES INC. 
Notes to Consolidated Financial Statements (continued) 
(Tabular amounts in thousands of Canadian dollars, except per share data) 
 
Years ended December 31, 2007 and 2006 
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1. Significant accounting policies (continued): 

Section 3865, Hedges, describes when and how hedge accounting can be applied as well 
as the disclosure requirements.  Hedge accounting enables the recording of gains, losses, 
revenue and expenses from derivative financial instruments in the same year as for those 
related to the hedged item. 

Section 3855, Financial Instruments - Recognition and Measurement, prescribes when a 
financial asset, financial liability or non-financial derivative is to be recognized on the 
balance sheet and at what amount, requiring fair value or cost-based measures under 
different circumstances.  Under Section 3855, financial instruments must be classified into 
one of these five categories: held for trading, held-to-maturity, loans and receivables, 
available-for-sale financial assets or other financial liabilities.  All financial instruments, 
including derivatives, are measured on the balance sheet at fair value except for loans and 
receivables, held-to-maturity investments and other financial liabilities, which are measured 
at amortized cost.  Subsequent measurement and changes in fair value will depend on 
their initial classification, as follows: held for trading financial assets are measured at fair 
value and changes in fair value are recognized in net earnings; available-for-sale financial 
instruments are measured at fair value with changes in fair value recorded in other 
comprehensive income until the investment is derecognized or impaired at which time the 
amounts would be recorded in net earnings. 

Under adoption of these new standards, the Company designated its cash and cash 
equivalents as held for trading.  Long-term investments are designated as available-for-
sale.  Cash and cash equivalents and long-term investments are measured at fair value.  
Accounts receivable are classified as loans and receivables, which are measured at 
amortized cost.  Bank advances, accounts payable and accrued liabilities and long-term 
debt are classified as other financial liabilities, which are measured at amortized cost.  The 
Company has also elected to expense, as incurred, transaction costs related to long-term 
debt. 

Upon adoption of these new standards, the Company recorded a decrease to opening 
retained earnings of $3.0 million.  The decrease to opening retained earnings was a result 
of the write-off of previously deferred transaction costs related to issuance of long-term 
debt ($1.0 million loss, net of tax of $0.5 million), the write-off of a deferred loss on the 
termination of various cross currency interest rate swaps that did not meet the new 
requirements ($2.1 million loss, no tax) and the ineffectiveness of cash flow hedges 
discussed below ($0.1 million gain, net of tax). 



CCL INDUSTRIES INC. 
Notes to Consolidated Financial Statements (continued) 
(Tabular amounts in thousands of Canadian dollars, except per share data) 
 
Years ended December 31, 2007 and 2006 
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1. Significant accounting policies (continued): 

All derivative instruments, including embedded derivatives, are recorded on the 
consolidated balance sheet at fair value unless exempted from derivative treatment as a 
normal purchase or sale.  All changes in their fair value are recorded in net earnings unless 
cash flow hedge accounting is used, in which case, changes in fair value are recorded in 
other comprehensive income.  The Company has applied this accounting treatment for all 
embedded derivatives in existence at transition.  The impact of the change in accounting 
policy related to embedded derivatives is not material. 

The Company uses various financial instruments to manage foreign currency exposures, 
fluctuation in interest rates and exposures related to the purchase of aluminum for the 
Container Division.  These financial instruments are classified into three types of hedges: 
cash flow hedges, fair value hedges and hedges of net investments in self-sustaining 
operations. 

In a cash flow hedge, the effective portion of changes in the fair value of derivatives is 
recognized in other comprehensive income.  Any gain or loss in fair value relating to the 
ineffective portion is recognized immediately in the consolidated statement of earnings.  
Upon adoption of the new standards, the Company remeasured its cash flow hedge 
derivatives at fair value.  Aluminum forward contracts with an unfavourable fair value of 
$0.6 million are recorded in other receivables and prepaid expenses.  In addition, the 
Company entered into a cross currency interest rate swap agreement ("CCIRSA") that 
converted U.S. dollar fixed rate debt into Canadian dollar fixed rate debt in order to reduce 
the Company's exposure to the U.S. dollar debt and currency exposures.  This CCIRSA is 
also designated as a cash flow hedge and has an unfavourable fair value of $8.7 million for 
the current year and is recorded in long-term debt.  The Company also had used forward 
contracts to hedge foreign exchange exposure on anticipated sales.  All existing forward 
contracts matured earlier in 2007.  During the year, these hedges were previously recorded 
in accounts payable and accrued liabilities. 



CCL INDUSTRIES INC. 
Notes to Consolidated Financial Statements (continued) 
(Tabular amounts in thousands of Canadian dollars, except per share data) 
 
Years ended December 31, 2007 and 2006 
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1. Significant accounting policies (continued): 

In a fair value hedging relationship, the carrying value of the hedged item is adjusted by 
gains or losses attributable to the hedged risk and recorded in net earnings.  This change 
in fair value of the hedged item, to the extent the hedging relationship is effective, is offset 
by changes in the fair value of the derivative also measured at fair value on the 
consolidated balance sheet date, with changes in value recorded through net earnings.  
The Company has two CCIRSAs designated as fair value hedges, which convert U.S. 
dollar fixed rate debt into Canadian dollar floating rate debt in order to reduce the risk of 
changes in the value of the debt. In addition, the Company has an interest rate swap 
converting U.S. dollar fixed rate debt to U.S. dollar floating rate debt to reduce interest rate 
risk exposure.  These fair value hedges have an unfavourable fair value of $8.3 million and 
are recorded in long-term debt. 

In a hedge of a net investment in a self-sustaining foreign operation, the portion of the gain 
or loss on the hedging item that is determined to be an effective hedge should be 
recognized in comprehensive income and the ineffective portion should be recognized in 
net earnings.  The Company has various borrowings designated as a hedge of the net 
investment in a self-sustaining operation.  During 2006, the Company entered into 
CCIRSAs that converted Canadian dollar fixed rate debt and floating rate debt into euro 
fixed rate debt and euro floating rate debt in order to hedge the Company's exposure to the 
euro, with a view to reducing foreign exchange fluctuations and interest expense.  These 
CCIRSAs have been designated as net investment hedges and have a net favourable fair 
value of $3.1 million at the end of 2007 and are recorded in other assets and long-term 
debt. 

The primary changes for the Company's 2006 accounting policies relating to financial 
instruments were the requirements to record certain non-financial contracts at their fair 
value and the election to write off previously deferred transaction costs related to issuance 
of long-term debt.  In addition, realized and unrealized gains and losses associated with 
derivative instruments used in hedging relationships were deferred off-balance sheet and 
recognized in income in the period in which the underlying hedged transaction was 
recognized.  



CCL INDUSTRIES INC. 
Notes to Consolidated Financial Statements (continued) 
(Tabular amounts in thousands of Canadian dollars, except per share data) 
 
Years ended December 31, 2007 and 2006 
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1. Significant accounting policies (continued): 

(p) Recently issued accounting standards: 

In May 2007, the CICA issued a new Handbook Section 3031, Inventories, which 
addresses the measurement and disclosure of inventories.  The new standard is effective 
for interim and annual financial statements for fiscal years beginning on or after January 1, 
2008.  Management is currently reviewing the potential impact on the financial results of 
the Company.  However, further disclosure will be required in the consolidated statement of 
earnings as it will now be necessary to disclose the amount of inventories recognized as an 
expense during the year.  The Company will comply with this standard effective January 1, 
2008. 

In October 2006, the CICA issued new standards related to financial instrument 
presentation and disclosure, Handbook Section 3862, Financial Instruments - Disclosure, 
and Handbook Section 3863, Financial Instruments - Presentation.  These standards 
revise and enhance the disclosure requirements of Handbook Section 3861, Financial 
Instruments - Disclosure and Presentation.  These standards are effective for interim and 
annual financial statements relating to fiscal years beginning on or after October 1, 2007.  
Management is currently reviewing the potential impact on the Company.  The Company 
will comply with the requirements of the new standard when the standard becomes 
effective. 

In October 2006, the CICA approved a new accounting standard, Handbook Section 1535, 
Capital Disclosures.  This new section establishes standards for disclosing information 
about an entity's capital and how it is managed.  This standard is effective for interim and 
annual financial statements relating to fiscal years beginning on or after October 1, 2007.  
Management is currently reviewing the potential impact on the Company.  The Company 
will comply with the requirements of the new standard when the standard becomes 
effective. 
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2. Acquisitions: 

On January 26, 2007, the Company completed its purchase of the sleeve label business of 
Illinois Tool Works, Inc. ("ITW").  ITW's sleeve label business, through its two locations in the 
United Kingdom and one location in each of Austria, Brazil and the United States, is a leading 
supplier of shrink sleeve and stretch sleeve labels for markets in Europe and the Americas.  
The purchase price was $105.6 million, net of cash acquired.  The Company established a 
$95.0 million line of credit, of which $75.0 million was drawn to facilitate the purchase.  The 
Company is reviewing the valuation of the net assets acquired, including intangible assets; 
therefore, certain items disclosed below may change when the review is completed. 

Details of the transaction are as follows: 

 
 
Current assets   $ 23,805 
Current liabilities  (8,487) 
Non-current assets at assigned values  35,234 
Future income taxes  (1,516) 
Goodwill and intangible assets  56,539 
 
Net assets purchased   $ 105,575 
 
Total consideration: 

Cash, less cash acquired of $2.8 million   $ 105,575 
 

 

In January 2006, the Company purchased Prodesmaq, based in Vinhedo, Brazil.  Prodesmaq 
operates a state-of-the-art plant and is Brazil's largest supplier of pressure sensitive labels for 
many global companies in the home and personal care, healthcare and premium food and 
beverage markets.  The purchase price was $62.2 million, net of cash acquired. 
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2. Acquisitions (continued): 

Details of the transaction are as follows: 

 
 
Current assets   $ 9,824 
Current liabilities  (2,120) 
Non-current assets at assigned values  9,272 
Future income taxes  (24) 
Intangible assets  14,794 
Goodwill  30,424  
 
Net assets purchased   $ 62,170 
 
Total consideration: 

Cash, less cash acquired of $1.7 million   $ 62,170 
 

 

3. Accumulated other comprehensive loss: 

 
  2007 2006 
 
Unrealized foreign currency translation losses,  

net of tax of $13,919 (2006 - $7,328) $ (87,297) $ (18,546) 
Impact of new net investment hedge accounting  

standards on January 1, 2007, net of tax of $85 378 – 
Impact of new cash flow hedge accounting  

standards on January 1, 2007, net of tax of $1,291 2,370 – 
Change in losses on derivatives designated as  

cash flow hedges, net of tax recovery of $1,148  (906) – 
 
  $ (85,455) $ (18,546) 
 



CCL INDUSTRIES INC. 
Notes to Consolidated Financial Statements (continued) 
(Tabular amounts in thousands of Canadian dollars, except per share data) 
 
Years ended December 31, 2007 and 2006 
 
 

18 

4. Discontinued operations: 

In November 2007, the Company sold its interest in the ColepCCL joint venture to the majority 
joint venture party for $72.8 million (EUR 50.0 million) in cash and a short-term note for a 
further EUR 50.0 million ($74.4 million) to be paid February 29, 2008.  The sale resulted in a 
gain of $43.5 million.  The disposition is reported as discontinued operations and the results are 
as follows: 

 
  2007 2006 
 
Sales from discontinued operations $ 199,400 $ 182,660 
 
 
Income before undernoted items $ 23,268 $ 25,540 
Depreciation and amortization 6,881 7,558 
Interest expense, net 1,099 819 
 
Earnings before income taxes 15,288 17,163 
 
Income taxes 4,331 4,611 
 
Net earnings from discontinued operations $ 10,957 $ 12,552 
 
Gain on sale of discontinued operations $ 43,452 $ – 
 
 

 
   2006 
 
Current assets   $ 75,227 
Long-lived assets  99,519 
 
Current liabilities  50,179 
Long-term liabilities  14,185 
 
 

The Company has indemnified the purchasers against limited defined claims from the past 
conduct of the business.  It is not possible to quantify the maximum potential liability in relation 
to the indemnities.  The Company has not made any provision for estimated indemnification 
claims. 
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5. Restructuring and other items: 

 
  Segment 2007 2006 
 
Container segment restructuring Container $ (252) $ (11,354) 
Recovery related to a disposed  

operation Corporate – 1,250 
Gain on sale of CCL Label B.V.,  

net of restructuring costs Label – 498 
Repatriation of capital Corporate 1,338 (3,531) 
Gain on sale of CCL Dispensing  

Systems, LLC Tube – 1,635  
Gain on note receivable Corporate 2,340 – 
Gain on sale of land Corporate 711 – 
 
Gain (loss)   $ 4,137 $ (11,502) 
 
Tax recovery (expense) on restructuring  

and other items   $ (452) $ 1,274 
 
 

In the fourth quarter of 2007, the Company repatriated capital from a foreign subsidiary, which 
resulted in a net foreign exchange gain of $1.3 million.  Gains or losses arise from the 
difference between the exchange rate in effect on the date the capital was returned to Canada, 
compared to the historical rate in effect when the capital was invested.  This exchange gain did 
not give rise to any tax effect. 

In December 2007, an unrealized exchange gain on a euro-denominated note receivable on 
the sale of ColepCCL of $2.3 million was recognized ($1.6 million after tax).   

In March 2007, the Company sold its non-operational land in Toronto, Canada, for $2.0 million 
cash and realized a gain of $0.7 million ($0.9 million after tax). 

In early 2006, the Company commenced a senior management restructuring of the Container 
segment and recorded provisions related to severance costs and obsolete equipment and 
spare parts totalling $11.4 million ($7.2 million after tax).  In 2007, further costs of $0.3 million 
($0.2 million after tax) were incurred in restructuring the Container Division. 

In December 2006, the Company recovered $1.3 million related to a loan amount previously 
provided for on a disposed operation with no tax effect.   
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5. Restructuring and other items (continued): 

In October 2006, the Company restructured its European label operations which included the 
sale of its CCL Label B.V. operation in the Netherlands for $2.8 million cash.  The Company 
realized a gain of $1.0 million on the sale and incurred restructuring costs of $0.5 million (net 
gain of $0.7 million after tax). 

In July 2006, the Company repatriated capital from a foreign subsidiary, which resulted in a net 
foreign exchange loss of $3.5 million.  Gains and losses arise from the difference between the 
exchange rate in effect on the date the capital was returned to Canada compared to the 
historical rate in effect when the capital was invested.  These gains or losses on foreign 
exchange do not give rise to any tax effect. 

In February 2006, the Company sold its CCL Dispensing Systems, LLC net assets for 
$24.4 million cash and realized a gain of $1.6 million (net loss of $1.5 million after tax). 

6. Inventories: 
 
  2007 2006 
 

Raw materials and supplies $ 29,498 $ 45,675 
Work in process and finished goods 40,108 52,288 
 

  $ 69,606 $ 97,963 
 

7. Property, plant and equipment: 
 
  Accumulated Net book 
2007  Cost depreciation value 
 

Land   $ 21,380 $ – $ 21,380 
Buildings  159,247 39,007 120,240 
Machinery and equipment  775,303 286,113 489,190 
 

   $ 955,930 $ 325,120 $ 630,810 
 
 
  Accumulated Net book 
2006 Cost depreciation value 
 

Land   $ 22,605 $ – $ 22,605 
Buildings  178,094 52,837 125,257 
Machinery and equipment  767,579 287,422 480,157 
 

   $ 968,278 $ 340,259 $ 628,019 
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7. Property, plant and equipment (continued): 

Construction in progress assets of $88.6 million (2006 - $61.9 million) are included in 
machinery and equipment and represent assets constructed or developed over time. 
Depreciation commences when these assets become available for commercial use. 

8. Other assets: 

 
  2007 2006 
 
Long-term investments $ 26,572 $ 19,551 
Deferred charges and other 6,768 9,363 
 
  $ 33,340 $ 28,914 
 

In December 2007, the Company formed a joint venture in Russia in the pressure sensitive 
label business named CCL-Kontur.  CCL paid cash of $8.8 million for its 50% share in 
December with an expectation to pay a further $5.8 million in the first quarter once the assets 
of the business have been legally transferred to the joint venture by the Russian partner.  The 
Russian partner has operating control of the business and, consequently, the investment is 
being carried at its equity value.  The allocation of the investment to specific assets will be 
completed during the first quarter and the purchase equation will be finalized during 2008. 

9. Intangible assets: 

 
  2007 2006 
 
Intangible assets, primarily customer contracts  

and relationships $ 39,367 $ 50,153 
Amortization (13,235) (10,654) 
 
  $ 26,132 $ 39,499 
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10. Total debt: 

 
  2007 2006 
 
Bank advances $ – $ 12,428 
Current portion of long-term debt 21,211 16,119 
Long-term debt due after one year 382,166 413,552 
 
Total debt outstanding $ 403,377 $ 442,099 
 

(a) The total borrowings at December 31, 2007 are denominated in the following currencies: 

 
  2007 2006 
  Local Canadian Local Canadian 
  currency equivalent currency equivalent 
 
U.S. dollar USD 213,166 $ 209,153 277,200 $ 323,040 
Euros EUR 81,552 116,288 67,814 104,278 
Canadian dollar CAD 48,757 48,757 – – 
U.K. pound sterling GBP 8,332 16,331 56 127 
Chinese renminbi RMB 55,558 7,517 55,968 8,356 
Thai baht THB 156,353 5,180 195,347 6,298 
Japanese yen JPY 17,074 151 – – 
 
    $ 403,377  $ 442,099 
 

(b) The short-term operating lines of credit provided to the Company, and amounts used 
included in bank advances, at December 31 are: 

 
  2007 2006 
 
Credit lines available $ 40,647 $ 67,688 
Credit lines used 931 12,428 
 
 

Operating facilities amounting to $0.3 million (2006 - $1.4 million) are secured by parent 
guarantees and receivables with the balance being unsecured.  All are at interest rates 
varying with London Interbank Offered Rate ("LIBOR"), the prime rate and similar market 
rates for other currencies. 
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10. Total debt (continued): 

(c) Total long-term debt is comprised of: 

 
  2007 2006 
 
$95.0 million unsecured revolving line of 

credit issued January 2007, rates varying 
with prime, Canadian bankers' acceptance, 
LIBOR or EURIBOR, repayable in 
January 2013 $ 45,000 $ – 

Unsecured senior notes issued March 2006, 
5.29%, repayable in March 2011  
(U.S. $60.0 million)  59,477  69,922 

Unsecured senior notes issued March 2006, 
5.57%, repayable in March 2016  
(U.S. $110.0 million) 109,040 128,190 

Unsecured senior notes issued July 1998,  
6.90%, weighted-average, repayable in three 
tranches with repayments after 12, 15 and 20  
years (U.S. $110.0 million) 109,040 128,190 

Unsecured senior notes issued September 1997, 
6.97%, repayable in equal instalments starting 
September 2002 and finishing September 2012 
(2007 - U.S. $46.8 million; 2006 - U.S. $56.2 million) 46,410 65,472 

Other loans 34,410 37,897 
  403,377 429,671 

 
Current portion (21,211) (16,119) 
 
  $ 382,166 $ 413,552 
 

Other loans include commercial paper loans, term bank loans, industrial revenue bonds 
and capital leases at various rates and repayment terms.  In addition, other loans include 
the fair value of cross currency and interest rate swap agreements. 
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10. Total debt (continued): 

(d) Interest rate swap agreements: 

During 2006, the Company entered into cross currency interest rate swap agreements that 
converted U.S. dollar fixed rate debt into Canadian dollar fixed rate debt and Canadian 
dollar floating rate debt in order to reduce the Company's exposure to the U.S. dollar debt, 
currency and interest rate exposures. 

 
    Interest rate   
  Notional principal amount  Paid Received  Effective 
Fixed rate Fixed rate (CAD) (USD) Maturity date 
 
U.S. $60.0 million C$70.4 million 4.50% 5.29% March 8, 2011 March 29, 2006 
 
 

 
    Interest rate   
  Notional principal amount  Paid Received  Effective 
Fixed rate Floating rate (CAD) (USD) Maturity date 
 
U.S. $31.0 million C$36.0 million 3-month BA + 1.67% 6.67% July 8, 2010 December 29, 2006 
 
 
U.S. $28.1 million* C$32.6 million 3-month BA + 2.01% 6.97% September 16, 2012 December 29, 2006 
 
 

*There is an annual principal payment on this swap.  Current principal amounts are U.S. 
$23.4 million and C$27.2 million. 
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10. Total debt (continued): 

During 2006, the Company entered into cross currency interest rate swap agreements that 
converted Canadian dollar fixed rate and Canadian dollar floating rate debt into euro fixed 
rate debt and euro floating rate debt in order to hedge the Company's exposure to the euro 
with a view to reducing foreign exchange fluctuations and interest expense. 

 
    Interest rate   
  Notional principal amount  Paid Received  Effective 
Fixed rate Fixed rate (EUR) (CAD) Maturity date 
 
C$70.4 million EUR50.0 million 3.82% 4.50% March 8, 2011 March 29, 2006 
 
 

 
    Interest rate   
  Notional principal amount     Effective 
Floating rate Floating rate Paid (EUR) Received (CAD) Maturity date 
 
C$36.0 million EUR23.6 million 6-month EURIBOR + 1.64% 3-month BA + 1.67% July 8, 2010 December 29, 2006 
 
 
C$32.6 million* EUR21.3 million 6-month EURIBOR + 1.99% 3-month BA + 2.01% September 16, 2012 December 29, 2006 
 
 

*There is an annual principal payment on this swap.  Current principal amounts are 
C$27.2 million and EUR17.8 million. 
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10. Total debt (continued): 

During 2005, the Company entered into cross currency interest rate swap agreements that 
converted U.S. dollar fixed rate debt into euro floating rate debt in order to redistribute the 
Company's exposure to the U.S. dollar, the euro, and fixed and floating interest rates with a 
view to reducing foreign exchange fluctuations and interest rate costs.  Due to changes in 
Canadian GAAP effective January 1, 2007, these swaps did not meet the new 
requirements to be considered as hedges and were consequently terminated on December 
29, 2006.  The termination resulted in a loss of $2.1 million that was deferred as other 
assets for 2006 and was recognized in opening retained earnings in 2007. 

 
    Interest rate   
  Notional principal amount   Received  Effective 
Fixed rate Floating rate Paid (EUR) (USD) Maturity date 
 
U.S. $31.0 million EUR25.6 million 6-month EURIBOR + 2.32% 6.67% July 8, 2010 June 20, 2005 
 
 
U.S. $37.5 million* EUR31.0 million 6-month EURIBOR + 2.67% 6.97% September 16, 2012 June 20, 2005 
 
 

*There was an annual principal payment on this swap.  On the termination date, principal 
amounts were U.S. $28.1 million and EUR23.2 million. 
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10. Total debt (continued): 

During 2002 and 2003, the Company entered into interest rate swap agreements in order 
to redistribute the Company's exposure to fixed and floating interest rates with a view to 
reducing interest costs over the long term. 

 
Notional  Interest rate  
principal  Paid Received  Effective 
amount Currency (USD) (USD) Maturity date 
 
$60.0 million USD 3-month LIBOR + 2.18% 6.66% March 15, 2006 June 14, 2002 
 
 
$60.0 million USD 3-month LIBOR + 3.49% 6.66% March 15, 2006 December 13, 2002 
 
 
$42.1 million* USD 3-month LIBOR + 2.97% 6.97% September 16, 2012 December 16, 2003 
 
 

*There is an annual principal payment on this swap.  Current principal amount is U.S. $23.4 
million. 

(e) The overall weighted average interest rate on total long-term debt factoring in the interest 
rate swap agreements at December 31, 2007 was 5.8% (2006 - 5.9%). 

(f) Interest expense incurred is as follows: 

 
  2007 2006 
 
Current $ 1,973 $ 1,656 
Long-term 26,478 23,953 
  28,451 25,609 
 
Interest income (4,195) (4,206) 
  24,256 21,403 
 
Less interest allocated to discontinued operations (1,099) (819) 
 
  $ 23,157 $ 20,584 
 

Interest paid during the year was $28.4 million (2006 - $25.0 million). 
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10. Total debt (continued): 

(g) Long-term debt repayments are as follows: 

 
 
2008   $ 21,211 
2009  12,681 
2010  47,693 
2011  79,199 
2012  10,211 
Thereafter  232,382 
 
    $ 403,377 
 

11. Other long-term items: 

 
  2007 2006 
 
Environmental reserves, less current portion 

of $1,775 (2006 - $2,069) $ 5,712 $ 6,712 
Outstanding self-insured claims and reserves 4,484 6,901 
Employee future benefits and deferred compensation 33,144 34,076 
Deferred revenue and other 5,456 4,643 
 
  $ 48,796 $ 52,332 
 

Environmental reserves represent management's best estimate for site restoration costs. 
Outstanding self-insured claims and reserves are actuarially determined.  The actual timing of 
payments against these liabilities is unknown.  Employee future benefits are discussed in note 
16. 

The Company has an unfunded deferred compensation plan for its active employees and 
retirees of $13.4 million (2006 - $14.5 million). 
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12. Income taxes: 

(a) Effective tax rate: 

 
  2007 2006 
 
Combined Canadian federal and provincial  

income tax rate  34.1%  34.1% 
 
 
Total earnings before income taxes $ 111,972 $ 76,921 
 
 
Expected income taxes $ 38,205 $ 26,245 
Increase (decrease) resulting from: 

Realized benefit of foreign tax rate (6,979) (4,719) 
Recognized income tax benefit of losses (2,053) – 
Non-taxable portion of goodwill – 2,367 
Non-taxable portion of capital gain (243) (296) 
Impact of favourable tax settlements  

from prior years (5,822) (11,500) 
Losses on restructuring and other  

items for which no tax benefit has 
been recognized 1,641 192 

Impact of tax rate reduction (4,310) (1,088) 
Other (1,973) 852  
 

Income taxes $ 18,466 $ 12,053 
 
Income taxes paid $ 36,548 $ 42,040 
 
 

Future income taxes impacted earnings in the current year by a recovery of $5,811 (2006 - 
$13,311) which includes a recovery of $478 for discontinued operations (2006 - $724). 
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12. Income taxes (continued): 

Income taxes includes tax expense on restructuring and other items of $452 (2006 - 
recovery of $1,274) as discussed in note 5. 

 
 2007 2006 
  Earnings Tax Earnings Tax 
 
Total earnings before  

income taxes $ 111,972 $ 18,466 $ 76,921 $ 12,053 
Earnings from  

discontinued 
operations 15,288 4,331 17,163 4,611 

Gain on sale of 
discontinued 
operations 43,452 – – – 

 
 $ 170,712 $ 22,797 $ 94,084 $ 16,664 
 

(b) The tax effects of the significant components of temporary differences giving rise to the 
Company's net income tax assets and liabilities are as follows: 

 
  2007 2006 
 
Future income tax assets: 

Non-deductible reserves $ 29,966 $ 35,635 
Alternative minimum tax credit carryforward 2,005 2,415 
Amount related to tax losses carried forward 24,795 24,673 
Future income tax assets before valuation allowance 56,766 62,723 
 
Valuation allowance (24,631) (30,462) 
Future income tax assets net of valuation allowances 32,135 32,261  

 
Future income tax liabilities: 

Property, plant and equipment,  
goodwill and other assets 70,940 73,185 

Unrealized foreign exchange gains 13,091 6,996 
Other 10,372 20,928 
Future income tax liabilities 94,403 101,109 

 
Net future income tax liabilities $ 62,268 $ 68,848 
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13. Share capital: 

 
  2007 2006 
 
Issued and outstanding: 

Issued share capital $ 201,923 $ 197,502 
Less: 

Executive share purchase plans loans (1,258) (1,599) 
Shares held in trust (10,161) (5,652) 

 
Total $ 190,504 $ 190,251 
 

(a) Shares held in trust: 

During 2005, the Company granted an award of 200,000 Class B shares of the Company.  
These shares are restricted in nature; 120,000 shares vested in 2007 based on 
performance and 80,000 shares will vest in 2009 dependent on continuing employment.  
The Company purchased these 200,000 shares in the open market and has placed them in 
trust until they are fully vested. 

During 2007, the Company granted an award of 120,000 Class B shares of the Company.  
These shares are restricted in nature; shares will vest in 2010 dependent on performance 
conditions and on continuing employment.  The Company purchased these 120,000 shares 
in the open market and has placed them in trust until they are fully vested.   

The fair values of these stock awards are being amortized over the vesting period and 
recognized as compensation expense as is described for employee stock options in 
note 13(e)(i). 

(b) Shares issued: 

 
  Class A Class B  
  Shares Amount Shares Amount Total 
 

Balance, December 31,  
2005  2,422 $ 4,608  30,089 $ 191,541 $ 196,149 

Stock options exercised – – 91 1,353 1,353 
Conversions from 

Class A to Class B shares (43) (83) 43 83 – 
 

Balance, December 31, 2006 2,379 4,525 30,223 192,977 197,502 
Stock options exercised – – 278 4,421 4,421 
 

Balance, December 31, 2007 2,379 $ 4,525  30,501 $ 197,398 $ 201,923 
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13. Share capital (continued): 

In 2005, the Company issued 200,000 restricted shares as part of the consideration for the 
purchase of the remaining 49% of its European joint venture, CCL-Pachem.  These 
restricted shares are price protected and cannot be sold until December 31, 2008. 

(c) Share attributes: 

The Company's authorized capital consists of an unlimited number of Class A voting 
shares and an unlimited number of Class B non-voting shares. 

(i) Class A: 

Class A shares carry full voting rights and are convertible at any time into Class B 
shares. Dividends are currently set at $0.05 per share per annum less than Class B 
shares. 

(ii) Class B: 

Class B shares rank equally in all material respects with Class A shares, except as 
follows:  

(a) Holders of Class B shares are entitled to receive material and attend, but not to 
vote at, regular shareholder meetings. 

(b) Holders of Class B shares are entitled to voting privileges when consideration for 
the Class A shares, under a takeover bid when voting control has been acquired, 
exceeds 115% of the market price of the Class B shares. 

(c) Holders of Class B shares are entitled to receive, or have set aside for payment, 
dividends declared by the Board of Directors from time to time. 
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13. Share capital (continued): 

(d) Earnings per share: 

 
  2007 2006 
  Class A Class B Class A Class B 
 
Basic earnings $ 4.27 $ 4.59 $ 2.36 $ 2.41 
Diluted earnings 4.11 4.42 2.28 2.33 
 
 

 
  2007 2006 
 
Year-to-date weighted average number of shares  32,284,210 32,240,324 
 
 
Year-to-date weighted average diluted number of shares 33,492,937 33,259,055 
 
 

Fully diluted earnings per Class B share computed using the treasury stock method reflects 
the dilutive effect, if any, of the exercise of share options, shares held as security for 
executive share purchase plan loans outstanding, shares held in trust and deferred share 
units at December 31, assuming they had been exercised at the beginning of the year. 
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13. Share capital (continued): 

(e) Stock-based compensation plans: 

At December 31, 2007, the Company had two stock-based compensation plans, which are 
described below: 

(i) Employee stock option plan: 

Under the employee stock option plan, the Company may grant options to employees, 
officers and inside directors of the Company up to 3,000,000 Class B non-voting 
shares.  The Company does not grant options to outside directors.  The exercise price 
of each option equals the market price of the Company's stock on the date of grant, 
and an option's maximum term is 10 years.  Before December 2003, options vested 
20% on the grant date and 20% each year following the grant date.  The term of these 
options was generally 10 years.  Beginning December 2003, options granted begin to 
vest a year from grant date, with 25% vesting one year from grant date and 25% each 
subsequent year.  The term of these options is five years from the grant date.  
Exceptions to this vesting schedule were grants in 2005 to certain employees totalling 
50,000 shares upon the acquisition of the employees' business by the Company.  
These options vest only at the end of five years and expire after 10 years. 

The Company accounts for employee stock-based compensation granted prior to 
January 1, 2003 using the intrinsic value method.  If the fair value method had been 
applied to stock options granted between January 1, 2002 and December 31, 2002, 
additional compensation costs of nil (2006 - $0.3 million) would have been recorded.  
Pro forma net earnings would be unchanged in 2007 (2006 - $77.1 million) and pro 
forma earnings per share would be unchanged in 2007 (2006 - $2.40).  For options 
granted after December 31, 2002 and share awards granted for executive 
compensation, the fair value method has been recognized in the financial statements 
resulting in an expense of $2.4 million (2006 - $2.1 million) with a corresponding offset 
to contributed surplus.  The fair value of options granted has been estimated using the 
Black-Scholes model and the following assumptions: 

 
  2007 2006 
 

Risk-free interest rate  3.75%  4.09% 
Expected life 4.5 years 4.5 years 
Expected volatility 21% 21% 
Expected dividends $0.48 $0.44 
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13. Share capital (continued): 

A summary of the status of the Company's employee stock option plan as of 
December 31, 2007 and 2006 and changes during the years ended on those dates is 
presented below: 

 
    2007  2006 
    Weighted  Weighted 
    average  average 
    exercise  exercise 
   Shares price Shares price 
 
Outstanding, beginning of year  1,799 $ 17.79  1,734 $ 16.55 
Granted  165 38.77 170 28.45 
Exercised  (278) 15.05 (91) 14.03 
Forfeited  – – (14) 17.95 
 
Outstanding, end of year  1,686 $ 20.30  1,799 $ 17.79 
 
Options exercisable, end of year 1,204 $ 16.10 1,295 $ 14.91 
 
 

The following table summarizes information about the employee stock options 
outstanding at December 31, 2007: 

 
     Options outstanding        Options exercisable  
    Weighted   
     average Weighted   Weighted 
     remaining average   average 
Range of  Options  contractual exercise Options  exercise 
exercise price outstanding  life price exercisable  price 
 
$  8.35 - $12.00   142 2.8 years $ 8.35 142  $ 8.35 
$12.01 - $16.00  467  2.7 years  13.15 467  13.15 
$16.01 - $20.00  497  2.5 years  17.96 455  17.98 
$20.01 - $30.00  415  3.9 years  27.89 140  27.68 
$30.01 - $44.25  165  4.9 years  38.77 –  – 
 
$ 8.35  - $44.25    1,686   3.2 years  $ 20.30 1,204 $ 16.10 
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13. Share capital (continued): 

(ii) Executive share purchase plan: 

Under the executive share purchase plan, which was discontinued in December 2001, 
the Company provided assistance to senior officers and executives of the Company to 
invest in Class B shares of the Company in the open market by providing interest-free 
loans.  The loans have a 10-year term and are repayable only when the shares are 
sold or upon completion of employment.  The executive share purchase plan loans 
have been deducted from shareholders' equity.  These loans are secured by 100,000 
(2006 - 125,000) Class B shares of the Company with a quoted value at December 31, 
2007 of $38.61 (2006 - $28.37) per Class B share, totalling $3.9 million (2006 - $3.5 
million). 

(f) Deferred share units: 

The Company maintains a deferred share unit ("DSU") plan. Under this plan, non-
employee members of the Company's Board of Directors may elect to receive DSUs, in lieu 
of cash remuneration, for director fees which would otherwise be payable to such directors 
or any portion thereof.  The number of units received is equivalent to the fees earned and is 
based on the fair market value of a Class B non-voting share of the Company's capital 
stock on the date of issue of the DSU.  DSUs cannot be redeemed or paid out until such 
time as the director ceases to be a director.  A DSU entitles the holder to receive, on a 
deferred payment basis, either the number of Class B non-voting shares of the Company 
equating to the number of his or her DSUs, or, at the election of the Company, a cash 
amount equal to the fair market value of an equal number of Class B non-voting shares of 
the Company on the redemption date.  The Company had 15,924 DSUs outstanding as at 
December 31, 2007.  The amount expensed in 2007 totalled $0.4 million (2006 - 
$0.2 million). 



CCL INDUSTRIES INC. 
Notes to Consolidated Financial Statements (continued) 
(Tabular amounts in thousands of Canadian dollars, except per share data) 
 
Years ended December 31, 2007 and 2006 
 
 

37 

14. Commitments and contingencies: 

The Company has commitments under various long-term operating lease agreements. 

Future minimum payments under such lease obligations are due as follows: 

 
 
2008   $ 9,241 
2009  7,301 
2010  5,631 
2011  4,303 
2012  2,654 
Thereafter  9,949 
 
    $ 39,079 
 

The Company and its consolidated subsidiaries are defendants in actions brought against them 
from time to time in connection with their operations.  While it is not possible to estimate the 
outcome of the various proceedings at this time, the Company does not believe they will have a 
material impact on its financial position or results of operations. 

15. Guarantees: 

In connection with the divestitures of certain operations, the Company has indemnified the 
purchasers against defined claims from the past conduct of the business and also provided 
certain guarantees in relation to the obligations assumed by the purchasers. It is not possible to 
quantify the maximum potential liability in relation to the indemnities.  There were no 
guarantees related to indemnities incurred from disposed operations and other guarantees 
(2006 - $1.9 million).  Certain indemnities for environmental matters have been accrued for in 
other long-term items (note 11). 

Standby letters of credit amounted to $4.0 million (2006 - $11.6 million) and are secured with 
existing operating lines of credit. 
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16. Employee future benefits: 

The Company maintains two defined benefit pension plans, several defined contribution 
pension plans and various supplemental retirement plans. 

The expense for the defined contribution plans was $5.1 million (2006 - $4.5 million). 

Information on the defined benefit plans and the supplemental retirement plans is as follows: 

 
  2007 2006 
 

Accrued benefit obligation: 
Balance, beginning of year $ 70,390  $ 59,904  
Current service cost 743 663 
Interest cost 3,205 2,892 
Benefits paid (1,824) (1,717) 
Actuarial loss (gain) (4,366) 32 
Reinstatements and transfers (97) 2,722 
Effect of curtailment  283 – 
Special termination benefits 141 – 
Foreign exchange rate changes (6,287) 5,894  
 

Balance, end of year $ 62,188 $ 70,390 
 

Plan assets: 
Fair value, beginning of year $ 34,511 $ 26,826  
Actual return on plan assets 1,977 2,904 
Employer contributions 2,403 1,763 
Benefits paid (1,824) (1,717) 
Reinstatements and transfers (97) 1,216 
Foreign exchange rate changes (4,360) 3,519  
 

Fair value, end of year $ 32,610 $ 34,511 
 
Fund status, net deficit of plans $ (29,578) $ (35,879) 
Unamortized past service cost 124 169 
Unamortized net actuarial loss 9,095 14,773 
 

Accrued benefit liability $ (20,359) $ (20,937) 
 

The amount of accrued benefit liability is included in the Company's balance sheets under 
other long-term liabilities, less current portion of $0.7 million (2006 - $1.3 million), which is 
included in accrued liabilities. 

Included in the above accrued benefit liability for 2007 is $19.3 million (2006 - $19.1 million) for 
the unfunded supplemental retirement plans. 
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16. Employee future benefits (continued): 

The most recent actuarial valuation of the UK defined benefit pension plan for funding purposes 
was as of January 1, 2005.  The next valuation will be as of January 1, 2008 and will be 
completed during 2008. 

The Company is in the process of converting a portion of a Canadian executive defined 
contribution pension plan to an existing defined benefit pension plan.  The assets and 
obligations to be transferred to the defined benefit plan will be $2.2 million.  The most recent 
actuarial valuation for funding purposes of the plan was as of January 1, 2006.  The next 
actuarial valuation for this plan will be as of January 1, 2009. 

Plan assets consist of equity securities 72% (2006 - 72%), debt securities 21% (2006 - 20%), 
real estate 4% (2006 - 5%) and other 3% (2006 - 3%). 

The significant actuarial assumptions adopted in measuring the Company's accrued benefit 
liability are as follows: 

 
  2007 2006 
 
Discount rate  5.49%  4.97% 
Expected long-term rate of return on plan assets 6.92% 7.00% 
Rate of compensation increase 3.34% 3.39% 
 
 

The Company's net benefit plan expense is as follows: 

 
  2007 2006 
 
Current service cost $ 743  $ 663  
Past service cost 21 21 
Interest cost 3,205 2,892 
Expected return on plan assets (2,275) (1,908) 
Amortization of net actuarial loss 627 710  
Curtailment loss 307 – 
Special termination benefits  141 – 
 
Net benefit plan expense $ 2,769 $ 2,378 
 

The average remaining service period of active members covered by the defined benefit plans 
is 14 years for 2007 (2006 - 16 years). 
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17. Segmented information: 

The Company's reportable segments are generally managed independently of each other, 
primarily because of product diversity.  Each segment retains its own management team and is 
responsible for compiling its own financial information. 

The Company has three reportable segments: Label, Container and Tube (2006 - four 
reportable segments: Label, Container, Tube and ColepCCL).  In 2006, the Company 
separated the Container segment into Container and Tube, to more closely represent the 
current management structure and provide more relevant information to the Company's 
shareholders.  The Label segment produces pressure sensitive self-adhesive labels, and 
designs and prints a wide range of high-quality paper and film, expanded content, promotional, 
coupon and in-mould labels.  The Container segment manufactures aluminum aerosol 
containers and the Tube segment manufactures plastic tubes.  The ColepCCL segment 
produces aerosol, liquid and solid stick products and manufactures steel aerosol, food and 
general line cans and plastic containers. 

Transactions with one significant customer in 2007 accounted for approximately $127 million 
(2006 - one customer for $155 million) of the Company's total revenue. 

The accounting policies of the segments are the same as those described in the summary of 
significant accounting policies.  The Company evaluates performance based on income from 
operations before interest, restructuring and other items and income taxes, and on return on 
operating assets. 
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17. Segmented information (continued): 

(a) Industry segments: 

 
  Sales Income 
  2007 2006 2007 2006 
 
Label $ 904,438 $ 784,134 $ 122,466 $ 100,605 
Container 181,470 176,311 17,760 16,677 
Tube 58,352 69,124 460 4,482 
  $ 1,144,260 $ 1,029,569 140,686 121,764 
 
Corporate expense   (9,694) (12,757) 
Interest expense, net   (23,157) (20,584) 
Restructuring and other 

items, net gain (loss) (note 5)   4,137 (11,502) 
Income taxes   (18,466) (12,053) 
 
Net earnings from continuing operations 93,506 64,868 
Net earnings from discontinued operations, net of tax 10,957 12,552 
Gain on sale of discontinued operations 43,452 – 
 
Net earnings      $ 147,915 $ 77,420 
 

 
   Depreciation 
   and amortization 
  Identifiable from continuing Capital 
  assets Goodwill operations expenditures 
  2007 2006 2007 2006 2007 2006 2007 2006 
 
Label $ 994,440 $ 909,264 $ 336,490 $ 303,579 $ 57,389 $ 48,712 $ 130,094 $ 100,413 
Container 166,838 194,438  12,734 12,759 11,254 10,604 11,622 34,408 
Tube 82,424 96,923  25,526 30,026 6,852 7,091 9,551 9,724 
ColepCCL – 172,429  – 42,636 – – 12,030 5,522 
Corporate 244,488 169,536  – – 417 640 156 356 
 
  $ 1,488,190 $ 1,542,590 $ 374,750 $ 389,000 $ 75,912 $ 67,047 $ 163,453 $ 150,423 
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17. Segmented information (continued): 

(b) Geographic segments: 

 
   Property, plant and equipment 
  Sales and goodwill 
  2007 2006 2007 2006 
 
Canada $ 134,451 $ 135,875 $ 120,728 $ 120,569 
United States and  

Puerto Rico 433,946 449,269 404,450 436,912 
Mexico and Brazil 97,309 79,996 88,883 55,387 
Europe 448,927 345,561 355,912 369,804 
Asia 29,627 18,868 35,587 34,347 
 
  $ 1,144,260 $ 1,029,569 $ 1,005,560 $ 1,017,019 
 

The geographical segment is determined by the location of the Company's country of 
operation. 

18. Financial instruments: 

(a) Risk management activities: 

In the past, the Company has utilized forward foreign exchange contracts to hedge its 
foreign currency exposure on certain anticipated U.S. sales. The contracts obliged the 
Company to sell U.S. dollars in the future at predetermined rates.  As at December 31, 
2007, the Company had no outstanding contracts. 

The Company had also entered into a non-deliverable forward foreign exchange contract in 
July 2006 to hedge its investment and cash flow from its Brazilian subsidiaries.  The 
contract required the Company to receive or pay the Canadian dollar change in value of the 
hedge in April 2007.  There is no outstanding contract as at December 31, 2007. 

The Company enters into futures contracts to hedge the cost of aluminum used in its 
container manufacturing process against specific customer requirements.  As at 
December 31, 2007, futures contracts for U.S. $14.1 million of aluminum purchase 
commitments at an average price of U.S. $2,547 per metric ton, extending through 2008, 
were outstanding. 
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18. Financial instruments (continued): 

(b) Credit risk: 

Certain financial assets of the Company, including cash and cash equivalents, are exposed 
to credit risk.  The Company may, from time to time, invest in debt obligations and 
commercial paper of governments and corporations.  Such investments are limited to those 
issuers carrying an investment grade credit rating.  In addition, the Company limits the 
amount that is invested in issues of any one government or corporation. 

(c) Fair values: 

The carrying values of cash and cash equivalents, accounts receivable, other receivables, 
long-term investments and accounts payable and accrued liabilities approximate fair values 
due to the short-term maturities of these financial instruments. 

The fair value of long-term debt is $408.6 million (2006 - $439.1 million).  Fair value of long-
term debt is determined as the present value of contractual future payments of principal 
and interest discounted at the current market rates of interest available to the Company for 
the same or similar debt instruments. 

There were no outstanding U.S. dollar forward foreign exchange contract rates as at 
December 31, 2007 (2006 - unrecognized financial liabilities with a fair value loss of 
$0.2 million). 

There were no outstanding non-deliverable Brazilian real forward contracts as at 
December 31, 2007 (2006 - unrecognized financial liability with a fair value loss of 
$1.1 million). 

The unrealized loss on the interest rate swap agreements and the cross currency interest 
rate swap agreements as at December 31, 2007 amounts to $13.9 million (2006 - 
$14.8 million). 

Future aluminum contracts that have become unfavourable constitute unrecognized 
financial liabilities and have a fair value loss of $0.6 million (2006 - fair value gain of 
$4.5 million). 
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18. Financial instruments (continued): 

(d) Foreign exchange gains and losses: 

Included in income from operations for the year ended December 31, 2007 are foreign 
exchange gains totalling $3.0 million (2006 - $1.2 million). 

19. Subsequent event: 

On January 31, 2008, the Company acquired CD-Design GmbH ("CD-Design"), a privately 
owned business based in Solingen, Germany.  CD-Design converts pressure sensitive films 
and aluminum for automotive original equipment manufacturers in Germany and other 
European markets.  The purchase price is approximately $10.0 million in a combination of cash 
and assumed debt and potentially a further $4.5 million in cash at the end of 2008 as an earn-
out subject to achieving certain financial targets.  The purchase was funded with existing cash 
on hand. 


