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MESSAGE TO INVESTORS

IN THE EARLY PART OF THE FIRST QUARTER OF 2001, the

seasonal nature of the telecommunications industry combined with

adverse market conditions to depress Inventronics’ revenues below

what had been anticipated. Revenues regained momentum as the

quarter progressed, enabling the company to record a 16% sales

increase to $11,455,000 for the period. Although some one-time

restructuring and process developments costs ultimately resulted in

a $297,000 or 4¢ per share loss for the quarter, Inventronics

anticipates continued sales growth and a return to profitability for

the balance of the year. 

MANAGEMENT IS CONTINUING TO DEVELOP ITS OPERATING

INFRASTRUCTURE to capitalize on strategic market opportunities 

as a world class manufacturer of custom enclosures. Skilled,

experienced plant managers have been hired for the company’s

Brandon, Manitoba and Sherwood Park, Alberta manufacturing

facilities. Recruiting has begun for a sales manager to secure new

contracts and broaden the company’s long-time client base.

Inventronics is highlighting its 20 years of outsource manufacturing

expertise as it targets small and mid-sized original equipment

manufacturers and electronics manufacturing service companies as

potential customers.

Respectfully submitted on behalf of Inventronics Limited.

DAN J. STEARNE
President and Chief Executive Officer

INVENTRONICS LIMITED

#1760, 144 - 4th Avenue SW

Calgary, Alberta, Canada T2P 3N4

Tel (403) 265-4880  Fax (403) 262-8835

www.inventronics.com

Notes to Consolidated Financial Statements  (continued)

4. SEGMENTED INFORMATION

The Corporation and its wholly owned subsidiaries design and
manufacture enclosures and other products for the telecommunications
and electronics industries. All of the Corporation’s operations, employees
and assets are located in Canada for this reporting period.

(a)  Operating Group
For the three months ended March 31 ($’000) 2001 2000

Sales
Custom enclosure manufacturing 10,435 9,026
Design engineering 1,020 821

11,455 9,847

Operating earnings (loss)
Custom enclosure manufacturing (295) 167
Design engineering (2) 3

(297) 170

Total Assets
Custom enclosure manufacturing 23,185 12,179
Design engineering 2,653 2,578 

25,838 14,757

(b)  Major Customers

A significant portion of the Corporation’s sales were to, or made
with the assistance of, a major international customer. This diversified,
multinational company has been a customer of the Corporation for more
than 20 years and Management is of the opinion that this relationship will
continue. Current contractual arrangements with this customer extend to
March 1, 2002 and will automatically renew for a further two years unless
twelve months notice to terminate the agreement is provided by either
party. For the quarter ended March 31, 2001, this customer and another
customer, accounted for more than 88% of the Corporation’s revenue with
aggregate revenue of $10,140,000 (March 31, 2000 - $7,674,000 or 78%).

5. COMPARATIVE FIGURES

Certain 2000 comparative figures have been reclassified to conform
to the current period’s presentation.

CONSOLIDATED BALANCE SHEETS

As at As at
March 31, December 31,

$’000 (Unaudited) 2001 2000

ASSETS
Current:
Cash and equivalents $ 1,442 $ 2,601 
Accounts receivable 6,258 7,162
Inventories 5,623 4,245
Income taxes recoverable 305 –
Prepaid expenses 444 255

14,072 14,263
Capital assets and goodwill 11,766 11,715

$ 25,838 $ 25,978

LIABILITIES AND SHAREHOLDERS’ EQUITY
Current:
Bank indebtedness $ 140 $ 380
Accounts payable and accrued charges 5,018 4,472
Current income taxes – 96
Current portion of capital lease obligations 620 611

5,778 5,559
Capital lease obligations 2,645 2,792
Deferred government assistance 87 89
Future income taxes 626 539 

9,136 8,979 
Shareholders’ equity
Share capital 14,305 14,305
Retained earnings 2,397 2,694

16,702 16,999
$ 25,838 $ 25,978

design and manufacture 
of custom enclosures
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CONSOLIDATED STATEMENTS OF NET EARNINGS
(LOSS)  AND RETAINED EARNINGS

Three months ended March 31 ($’000, Unaudited) 2001 2000

Sales $ 11,455 $ 9,847
Costs and expenses:
Cost of sales 11,144 9,177
Selling and administration 441 259
Depreciation and amortization 310 172
Interest expense 41 69

11,936 9,677
Earnings (loss) before income taxes (481) 170
Income tax expense (recovery) (184) 56
Net earnings (loss) for the period (297) 114

Retained earnings, beginning of period 2,694 1,489 
Retained earnings, end of period $ 2,397 $ 1,603

Earnings per share:
Basic (4) ¢ 4 ¢
Fully diluted n/a 4 ¢

CONSOLIDATED STATEMENTS OF CASH FLOWS

Three months ended March 31 ($’000, Unaudited) 2001 2000

OPERATING ACTIVITIES

Net earnings (loss) for the period $ (297) $ 114
Items not involving cash 390 266
Changes in non-cash working capital balances (517) (198)

(424) 182

FINANCING ACTIVITIES

Bank operating line (240) (160)
Bank term loan – (72)
Repayment of capital lease obligations (138) (28)

(378) (260)

INVESTING ACTIVITIES

Acquisition of capital assets (360) (150)
Proceeds on disposal of capital assets 3 1

(357) (149)
Net increase (decrease) in cash and 

cash equivalents (1,159) (227)
Cash and cash equivalents, beginning of period 2,601 1,011
Cash and cash equivalents, end of period $ 1,442 $ 784

NET EARNINGS (LOSS)

The net loss of $297,000 for the three months ended March 31,
2001 was principally a result of the non-recurring costs referred to
previously and increased fixed costs related to non-cash depreciation on
new equipment. As production volumes continue to increase through sales
to existing customers and new contract opportunities, the cost structure
now in place will be leveraged to generate higher cash flows, operating
margins and earnings. 

LIQUIDITY AND CAPITAL RESOURCES

Inventronics’ working capital position remained relatively
unchanged at $8.3 million at March 31, 2001 compared to $8.7 million at
December 31, 2000. At March 31, 2001, the Corporation had a $3.0 million
revolving operating facility with a Canadian chartered bank, which is
secured by assets of the Corporation and a general security agreement.
Management believes that the existing working capital coupled with the
cash generated from operations and the bank operating facility will be
sufficient to meet present capital requirements. The Corporation may
require additional debt and/or equity financing in the longer term to
support its business strategy and potential growth opportunities.

NOTES TO CONSOLIDATED 
F INANCIAL STATEMENTS

(Unaudited)

1. SIGNIFICANT ACCOUNTING POLICIES

These unaudited consolidated financial statements have been
prepared in accordance with Canadian generally accepted accounting
principles using policies and methods applied in the preparation of the
Corporation’s annual audited financial statements for the year ended
December 31, 2000 except as described below. For a full description of the
accounting policies, refer to the Corporation’s audited financial statements
for the year ended December 31, 2000.

Effective January 1, 2001, the Corporation retroactively adopted the
new recommendations of the Canadian Institute of Chartered Accountants
with respect to the calculation of diluted earnings per share. Under the new
recommendations, the treasury stock method assumes the use of proceeds
that could be obtained upon exercise of options and warrants would be
used to purchase common shares at the average market price during the
period. The application of this new standard had no impact on the results
of operations in prior periods.

2. EARNINGS (LOSS) PER SHARE

Earnings (loss) per share is calculated using the weighted average
number of common shares outstanding, which totaled 6,963,933 at 
March 31, 2001 (March 31, 2000 – 2,756,362). Fully diluted earnings per
share are calculated taking into consideration the dilutive effect of the
potential exercise of stock options and warrants. For the three months
ended March 31, 2001, fully diluted loss per share has not been presented
since the conversion of outstanding stock options and warrants would have
an anti-dilutive effect.

3. ACQUISITION

On March 23, 2001, the Corporation entered into an agreement 
to acquire Eurocraft Enclosures Limited located in Dudley, United Kingdom.
Under the terms of the agreement, which was completed on May 8, 2001,
the Corporation purchased 100% of all classes of outstanding shares for
cash and provided security support for Eurocraft’s bank obligations. The
current executive management team of Eurocraft will continue to manage
the business and participate in Eurocraft’s performance through a phantom
share bonus agreement.

SALES

Sales increased 16% to $11.5 million for the three months ended 
March 31, 2001 compared to $9.8 million for the three months ended
March 31, 2000. This increase is principally the result of growing demand
for telecommunications inter-connect equipment manufactured for the
Corporation’s major customer. This equipment is an integral component in
the distribution of telephone lines to homes and offices throughout North
America. The demand for Digital Subscriber Line (DSL) services is creating a
requirement for the telephone companies to rapidly upgrade their networks
to deliver high-speed broadband Internet access to a growing number of
end-users. 

COSTS AND EXPENSES

For the first quarter ended March 31, 2001, cost of sales, net of non-
recurring costs, were reduced to 92.7% of sales from 93.2% for the
comparative period in 2000. This reduction is the result of improving
capacity utilization and efficiencies related to new equipment installed in
the last half of 2000. Non-recurring costs in excess of $525,000 were
incurred to support the Corporation’s continuing development toward
world class manufacturing capability. These costs related to staff changes,
training, technical process improvements and other operating process
enhancements. Selling and administrative expenses for the first quarter
were within management’s expectations of approximately 4% of sales.
Depreciation and amortization for the first quarter of 2001 increased to
$310,000 from $172,000 in the same period last year as a result of the
Corporation’s investments totaling $6.5 million in modern manufacturing
equipment during 2000. These investments provide the necessary physical
capacity to meet the expected future manufacturing requirements of
existing customers and potential new contract opportunities.

MANAGEMENT’S DISCUSSION AND ANALYSIS
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