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HIGHLIGHTS

1983 1982
(in thousands)

REVENUE

Asbestos $ 70,239 §$ 76,000

Oil and gas 4,889 3,693

Investments and other 622 2,456
Total Revenue $ 75,750 $ 82,149
LOSS BEFORE EXTRAORDINARY ITEMS $ 5,641 §$ 8,921

Per common share after deducting dividends

on preferred shares (dollars per share) .56 75
NET LOSS AFTER EXTRAORDINARY ITEMS $ 20,081 $ 28,756

Per common share after deducting dividends

on preferred shares (dollars per share) 1.41 1.91
EXPENDITURES ON PROPERTY, PLANT AND EQUIPMENT

Asbestos $ 15,126 $ 20,082

Coal 1,398 1,548

Oil and gas 550 1,346

Gold 78 3,455

@

Total Expenditures 17,152 $ 26,431

LONG-TERM DEBT $ 49,000 5 60,000
SHAREHOLDERS’ EQUITY $ 99,786 $120,494
1983 1982

ASBESTOS (tonnes) 1 82,185 11 78,206

CRUDE OIL (barrels) 135,050 115,118
Daily 370 315

NATURAL GAS (mcf) 553,000 777,000
I)ail)’ 1,900 2,130

1983 1982

OPERATING
Asbestos ore (tonnes) 8,308,000 7,496,800
Net Crude Oil (barrels) 2,199,000 2,334,000
Net Natural Gas (bef) 33.1 33.7

* 10 Months operation in 1983 1+ 9 months operation in 1982

Brinco Limited is a Canadian The Company’s corporate offices are

controlled resource development located in Vancouver. The

company, t'ngagcd through (..'ompan}"s mining activities are

subsidiaries in exploration, directed from Vancouver while oil

development and production of and gas operations are directed from

energy resources (oil and gas and L':ngar)'.

coal). industrial minerals (asbestos),
and base and precious metals.



Results

The difficult conditions ¢ xperienced by the
mining industry in 1982 p(‘l‘SlStL‘d through 1983
with demand and prices remaining under
pressure for most mineral commuodities,
mcludmg asbestos and coal, the principal mine
products of the Brinco Group. The eftect of
lower sales revenues was offset by s%mhumt
cost reductions and by the lmproud
performance of Brinco Oil & Gas Limited;
consequently, cash gcneratcd from operations
after interest costs was $5.184 million.

The 1983 loss from operations was $5.641
million ($8.921 million in 1982) and after
allowing for charges for extraordinary items of
$14.440 million ($19.835 million in 1982) the
loss for the vear was $20.081 million ($28.756
million in 1982). Loss from continuing asbestos
and oil and gas operations was reduced from
$5.061 million in 1982 to $1.425 million in
1983, while the 1983 loss for discontinued gold
and coal operations was $4.216 million.

The net loss per share for 1983 was $1.41 after
pro\'iding tor the extraordinary items amounting
to $ .85 per share. Retained earnings dropped
from $11.427 million to a dehicit of $8.674
million in 1983 and working capital fell from
$11.677 million to a deficit of $177,000 at the
end of 1983, reflecting, principally, an increase
in the current portion of loné term debt by $11
million. However, total corporate debt of the
Company and its subsidiaries, net of invested
cash, was reduced during the year from $84.3
million to $79.1 million.

The charge to carnings for vxtraordinary items
reflects continuing depressed conditions in the
uranium and coal industries. Assets which have
been offered for sale have been written down to
their estimated net realizable value and those
pmpcrtics on which little work is planm‘d for
the immediate future have been written off.

Counsel have advised the Company that the
provisions of the Newfoundland Companies Act
prohibit the redemption of Preferred Shares so
long as its retained carnings are negative,
Accordingly, no rcdomptlon of Preferred Shares
Series A was puxslb]o in January, 1984, as
provided for under the provisions attaching to
the Preferred Shares Series A. This restriction
on the redemption of Preferred Shares Series A
will also likely apply to the redemption which
would otherwise take place in October, 1984.
Also, given the financial performance of the
Company, the Board of Directors did not
declare dividends on the Company’s Preferred
Shares during 1983.

Markets

In 1983 Canadian shipments of ashestos hbre,
which fell sharply from 1979 to 1982, stabilized
at 1982 levels. Since 1980, the Cassiar mine’s
share of Canadian shipments has increased from
8 to 10 percent. Canadian mine capacity, which
supplies approximately 36 percent of the
asbestos requirements of the free world
economices, currently greatly exceeds demand
and prices remained under pressure throughout
the year; consequently, Cassiar sales were
approximately $6 million lower than in 1982.

In the face of poor export performances by LLS,
coal producers, coupled with dt’pr(sscd démand
from the domestic steel and utility industrics,
coal prices deteriorated throughnut the vear. In
parts of the United States, eastern Kentuc ky
amonggt them, approximately 50 percent of the
mines were idle by mid-year. The Loftis mine
was shut down intermittently to ensure a
balance of production and orders and, with no
improvement in markets in sight, the decision
was taken in October to close the mine and
place it on a care-and-maintenance basis.
(omequcntl\ sales for the year were $4 million
lower than in 1982,



Coal demand in Pacific Rim countries has fallen
far short of predictions leaving many buyers in
an over-committed position. The rcsulting
surpluses have created intense price competition
and spot prices have weakened by 30 percent
over the past two years, whilst many coal
contracts have been re-negotiated both as to
volume and price. These difficult conditions will
impact on the timing of development of the
Quinsam coal project on Vancouver Island,
which is dependant on the availability of
acceptable contracts for the supply of coal to
this market area.

Gold prices ranged from a high of just over
$500 WS, per ounce at the start of the year to a
low of $375 ULS. per ounce at year end. This
decrease in price reflects the fall in demand for
gold with the contraction of discretionary
income on a world wide basis and the strong
demand for the U.S. dollar. Gold averaged $424
LS. per ounce for the year, which was less than
the cost of production at the San Antonio gold
mine.

Canadian oil prices improved significantly in the
year, reﬂccting Federal-Provincial agreements
on pricing, but gas sales continued at depressed
levels reﬂectmg poorer United States and
Canadian demand. Brinco Qil & Gas Limited’s
production is predominately oil, and net sales
revenues increased by 32.4 percent over those
experienced in 1982.

Operations

Although quantitics of ore mined and fibre
pmduccd at the Cassiar mine were higher
than in 1982, cash costs at the minesite were
lowered agam reflecting temporary mine
closures, improved productivity, and reduced
stripping made possible through the
implementation of the revised mine plan.

Mining in the upper levels of the San Antonio
gold mine was discontinued on May 27, 1983.
Subsequently, a drilling program to test the
lower levels of the mine indicated continuity of
gold mineralization at depth. In November, an
agreement in principle was concluded with
Lathwell Resources Ltd., a subsidiary of First
Calgary Petroleum Ltd., whereby Lathwell can
earn a 50 percent working interest in the mine
by expcnding $7.5 million on exploration and
development over a 4¥2 year period.

Production at the Loftis coal mine in 1983
was lower reﬂ(cting reduced operating days in
the first three quarters of the year and the
shutdown in October, both due to adverse
market conditions. While the mine was
operating, rated production levels at budgeted
costs were achieved. The mine is now being
held on a care-and-maintenance basis.

Oil production by Brinco Oil & Gas Limited
averaged 370 barrels per day, up from 315
barrels per day in 1982. Gas production
averaged 1900 m(fper day, compared with
2130 mcf per day in the previous year.

Activities during 1983 on the Quinsam coal
property, a joint venture project of Brinco
Limited and Weldwood of Canada Limited,
were directed towards market development,
further refinement of pre-feasibility studies, and
the obtaining of environmental permits for
development of the project. During the year, it
became apparent that market opportunities,
which will determine the timing of project
release, are restricted by the large surplus of
coal available at low prices in the Pacific Rim
area.

A public inquiry to provide an opportunity for
full public discussion of the environmental
issues associated with the project was held from
October 12th to November 25th, 1983 and the
results are expected to be made public shortly.

During 1983 Brinco Mining Limited
participated in thirteen exploration projects of
which five were major programs. Drilling results
on the Dawes Pond project in Newfoundland,
subject to a joint venture between Brinco
Mining Limited and Getty Canadian Metals,
Limited, continue to provide encouragement, as
does the work done by Canamax Resources Inc.
on Brinco Mining Limited’s Tootsee property in
northern British Columbia and on an adjacent
property also under investigation by Canamax.




Qutlook

The sharp decline in Canadian shipments of
asbestos hbre which began in 1979 was arrested
in 1983, and 1984 purckhasc commitments for
Cassiar fibre are well ahead of those received by
this time last year. A price recovery in the
asbestos market in the immediate future is

l"llll\'(‘l\' however, given the serious over-
capacity in the m(luqn’v It is anticipated that
the dollar value of asbestos fibre sales in 1984
will be similar to that experienced in 1983, but
averall corporate results in 1984 should be
better than those achieved in 1983, reflecting
reduced minesite costs, a further reduction in
overhead, a continuing strong performance by
Brinco Oil & Gas Limited and elimination of
losses at Loftis and San Antonio. Also, the
combination of the Company’s corporate offices
with those of Brinco Mining Limited in
Vancouver, is expected to have a significant
benehcial impact on consolidated general and
administrative costs.

The debt level in Brinco Mining I imited was
reduced by $7.2 million during 1983 and by a
further $15 million durm;_\ the first quarter “of
1984. Further modest reductions are likely
durm;: s the remaining three quarters of 1984,
Principal repayments on the term loan are
behind schedule however, and the terms and
conditions of this loan remain under negotiation
with Brinco Mining Limited's bankers.

Ore sources additional to the present Cassiar
open pit, which have good potential to prolong
the mine life, will continue to be evaluated and
a modest exploration program, oriented toward
precious metals, will be conducted in British
Columbia and Newtoundland. The advisability
of increasing the dm'elopment activities of
Brinco Oil & Gas Limited will be examined in
the |ight of that company’s improved
performance and the more stable conditions
which apply in the oil and gas industry in
Canada.

Although an improvement is expected in 1984,
the financial results anticipated are unlikely to
permit a resumption of dividends on the
Preferred Shares in 1984 and given the
Company’s deficit position, redemption of any
of the Preferred Shares Series A during 1984
cannot be expected. In the longer term, the
Company’s ahility to retract the Preferred
Shares Series A will depend, principa”y, ona
significant improvement in the ashestos market.

Volume in this market is presentlv showing
signs of improvement and prices will follow
when over-capacity, which is considerable, is
removed. Notw lthstandmg the depressed
conditions in the market at this time, the
(assiar mine is E‘(neratmg a healthy cash flow
before debt service and a small improvement in
prices would sngmhcantly improve earnings.
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CASSIAR ASBESTOS

Opc’mfionx

Brinco .-lf}‘mn(q Limited

Additional Fibre Resources

A total of 895 102 metric tonnes of ore was
mined and processed durmg the year compared
to 983 160 metric tonnes in 1982. The mill
pmduced 82 185 metric tonnes of ashestos
fibre, compared to 78 206 metric tonnes in the
previous year. Recoverable mine grade avi cragnd
9.41 percent comparcd with 7.82° percent in
1982. Waste mining at 3.188 million bank cubic
metres was approximatcly 312 000 cubic metres
less than in the previous year.

The mill was closed during the first two weeks
of the year as a result of a break in a haul rope
on the tramline and was closed again for a
seven-week period in July and August for a
holiday shutdown. Waste mining operations
were halted for a total of eleven weeks during
the year.

New collective agreements were negotiated with
hargaining units of the United Steelworkers of
America representing employees at Cassiar. The
new agreements are for a two-year period
commencing July 1, 1983 and include a
compensation package which falls within the
Federal government wage guldcllnc 3

By July 1983, the Cassiar work force had
completed one million manhours of work
without a lost-time injury, a record
performance for British Columbia mines. The
Mining Association of British Columbia struck a
spccia%plaquc to honor the achievement.

Ore Reserves

F()IIO\\'ing a detailed geote ‘chnical evaluation of
the mine, the design of the open pit was
modified and the net effect has been an increase
in ore tonnage and grade, and a decrease in
waste rock to be mined. Based on the ultimate
open pit design, ore reserves as of December 31,
1983 are now calculated to be 8.308 million
metric tonnes having an average grade of 6.85
percent asbestos fibre.

Conmlting engineers in association with Cassiar
personnel, have completed a preliminary
feasibility study for the devtlopment of the
McDame depostt which is contiguous to the
Cassiar orebody. Previous ('xploratlon of the
McDame dq)ostt identified approximately 13
million metric tonnes of asbestos- bcarmg
serpentinite having fibre gradcq similar to those
of the Cassiar orohod\ Studies LOm[)lLt(‘d to
date indicate that the McDame deposit is
mineable by underground mining methods. A
commitment to proceed with dev elopment of
the McDame deposit would be required by
mid-1985 if dev elopment is to be tully complcte
by the end of minelife of the existing ‘Cassiar
open pit.
During the year, airborne magnetic and ground
magnetic surveys were completed in the Cassiar
area with the object of outlining near-surface
asbestos- l)earmg serpentinite bodies. A large
magnetic anomaly was defined adjacent to and
southeast of the Cassiar orcbody and a dnllmg
program will be undertaken in 1984 to test this
anomalous area for near-surface asbestos
mineralization. Several other magnetic targets in
the Cassiar vicinity will also be the subject of
Cx})l()rat()r_y work during the year.
A rotary percussion dril[iné program of 1518
metres on the Tanya asbestos property, north of
the Cassiar mine, was completed during 1983,
and several holes intersected low-grade asbestos
mineralization over short intersections. It is
deduced that surface asbestos concentrations
and asb(\gt()s gOil an()malim on th(‘ PTOP( rt‘l' are
caused by highly altered low-grade asbestos-
bearing diorite dykes and no turther work is
planned on this project.



. lhu'fccrmq

Canadian asbestos shipments, which in 1980
totalled approximately 1.2 million metric
tonnes, had decreased to approximately 850 000
metric tonnes in 1982, a decline of about 30
percent. Preliminary figures for 1983 shipments
are similar to 1982 lev Cls suggesting that
asbestos hbre consumption |cu Is may have
stahilized. Markets are expected to improve
with the increase in world construction activity
as the economic recovery becomes more wide:
spread.
Free world production capacity remains at a
level in excess of 4 million metric tonnes
per annum, with Canadian capacity at
appruximatvly 1.5 million metric tonnes per
annum; consequently, pricing will continue to
he extremely competitive. Despite these difhicult
circumstances, Cassiar has increased its share of
the Canadian export market from 8 percent in
1980 to 10 percent in 1983 and sold
apprmmmtcl\ 90 percent of production
capacity in 1983,

Product /mfv/ Litigation

Brinco Mining Limited continues to be named
along with other ashestos producers in ULS

leg - hich it is alleged that thv
produu rs are liable to individuals who have
contracted disease as a result of ¢ Xposure to
ashestos, chiefly in manufacturing plants and in
the handling and use of asbestos tibre products.
Brinco Mining Limited has also been named in
several actions in which damages are claimed for
the cost of removal of asbestos materials from
certain public huilclings. Brinco Mining Limited
denies such Lability and continues to defend its
position in all actions which have been I)r()ught
against it.

None of the cases in which Brinco Mining
Limited is named a defendant went to trial
during 1983, due in large measure to court-
1mpmvd delays pe n(hng further developments in
Manville Lor]mratmn s petition for relief under
Chapter 11 of the ULS. Bankruptey Code. The
outcome of the petition and its eventual impact
on Brinco Mining Limited and other ashestos
producers is not expected for several months
but increased litigatinn activities are anticipated
in 1984.

Brinco .lfnu'ng Limited

Brinco Mining Limited has entered into an
agreement w ith one of its major insurers under
which the insurer has reimbursed Brinco Mining
Limited for a large portion of its past defence
costs. The insurer has also undertaken the
defence of actions based on exposure to asbestos
at any time during its policy periods between
1955 and 1975. Indemnification of future
settlements and judgments remains under
discussion.




SAN ANTONIO (GOLD

At the San Antonio gold mine, a total of 27 455
metric tonnes of ore grading 5.21 frams gold
per metric tonne were proccsscd uring 1983,
to produce 130 104 grams of gold and 23 327
grams of silver. Concern over the ability of the
mine to produce sufficient gold from the upper
levels led to a decision to close the mine, and
mining operations ¢ cased on May 27, 1983.
Prior to shutdown, the D shaft was de-watered
and an exploration diamond drilling program
tota]ling 1524 metres over seventeen holes was
completed on the 97 stockwork vein durmg
May and June. The program confirmed that the
97 stockwork vein continues at depth, and

131 340 metric tonnes of additional reserves
grading 10.97 grams gold per metric tonne at a
gold cutoff grado of 5.14 grams per metric
tonne were defined.

Following the exploration program, the mine
was placed on a care-and-maintenance basis. In
November 1983, an agreement was entered into
with Lathwell Resources Ltd. under which
Lathwell will have the right to earn up toa 50
percent working interest by expending $7.5
million over a four and a half year period.

EXPLORATION

Dur'mg 1983, Brinco Mining Limited
participated in thirteen exploration projects, the
major ones being located in Newfoundland,
Manitoba and British Columbia. Expenditure of
$637,000 by Brinco Mining Limited on these
projects, exclusive of exploration drilling costs
on the San Antonio gold property, provided
exposure through joint venturing to exploration
activity costing $2.6 million overall.
Negotiations with the Newfoundland
Government resulted in agreement on
arrangements whereby Brinco Mining Limited
and its various joint venture partners may be
assured of continuing tenure under the
Newfoundland Mineral Act of selected
exploration and project areas, including the
Kitts-Michelin uranium area, beyond September
25, 1985, when Brinco Mining Limited’s
concession land rights in Newfoundland and

Labrador will expire.

Brinco _Uimnq Limited

In Newfoundland, exploration work directed
toward definition of volcanogenic precious and
base metal mineralization in the Dawes Pond
area under a joint venture with Getty Canadian
Metals, Limited continued to produce
encouraging results, and a major follow-up
dri]ling program is planned for the spring of
1984.

In north-central British Columbia, in addition to
exploration work on asbestos prospects in the
Cassiar area, work continued on the Tootsee
silver-lead-zinc property some hfty miles north
of Cassiar. A dnll]ng program totalhng 1524
metres was completed by Canamax Resources
Inc., under farm-in arrangements, and while
economic mineralization was not intersected,
large sections of drill core were found to contain
massive sulphides. On the Midway property of
Regional Resources Limited, w hich adjoms the
Tootsee property, drilling programs funded by
Canamax in 1982 and 1983 resulted in
definition of reserves of 3.9 million metric
tonnes grading 361.7 grams per metric tonne
silver and 17 percent combined lead-zinc. These
mineralized zones on the Midway dip and trend
onto the Tootsee property.

During 1983, work on the larg« shale-hosted
Jason silver-zinc-lead deposit at MacMillan Pass
in the Yukon was restricted to aeologlcal data
compilation, environmental monitoring and
metallurglcal studies. Reserves include 11.5
million drill-indicated metric tonnes grading
13.8 percent combined lead-zinc and 76.5 grams
per metric tonne silver, and 2.4 million drill-
inferred metric tonnes of 12.99 percent
combined lead-zinc and 93.9 grams per metric
tonne silver. Brinco Mining Limited has a 21.1
percent joint venture interest in the Jason
propcr’t}'.



Quinsam Coal ‘”z'u/cvl

Quinsam & Sharondale

(_'m[w‘unon

Sharondale ('m'pm'amm

Under arrangements with Weldwood of
Canada | umtml Brinco has since mid-1981
managed programs and studies covering the
Quinsam coal reserves which are located
apl)m\lmah v 27 kilometres southwest of
Campbell River on Vancouver Island in British
Columbia. Activities on the project during 1983
were directed toward the obtaining of permits
tor the de \(‘]O[)ml nt of the pr()]t‘(t market
investigations, and further refinement of pre-
f(.‘a\ll‘)]llt\ studies to determine the optimum
operating mode of the project.

In I-chruar}' 1983, the Government of British
Columbia granted Stage 1l approval to the
Quinsam project, and at the same time directed
that a pul)llc lnqun‘\. be held to allow a full
puhlu discussion of the major environmental
issues. The public inquiry commenced on
October 12, 1983, and <|ur1na the six weeks of
sittings w hich followed, Eamis from a wide
varie t\ of interested groups were pr('suntml and
discussed. The inquiry chairman’s report is
expected to be delivered to the Government
duri ing the var]_\ months of 1984,
Presently, markets for thermal coal in Pacific
Rim countries are weak. Current eiurpluscs in
the market place have created extreme
competition amongst coal suppli( rs and in the
past three vears, thermal coal prices have
decreased in the order of 30 percent. From a
technical point of view, the project is
sufficiently advanced to permit early
dev clupmcm as and when acce ptahl« coal
contracts become available.

The chief asset of Sharondale Corporation a

w h()“\ —owned suhud:an of Brinco, is the Loftis
coal mine in castern Kentuc L\ The Loftis mine,
acquired by Sharondale late in 1980, is a
producer of I“Lh quality, low sulphur coal,
destined pnmanlv for the utility and industrial
markets in the northeastern United States.

Coal markets in the eastern United States
continued to deteriorate during 1983, w ith a
substantial reduction in demand in both the
domestic and export markets. Prices tor steam
coal tell steadily and by mid-vear thirty percent
of capacity in the region in w ‘hich Loftis
operates was idle. Coal producers such as
Sharondale which rely on spot markets, and
producers svlling under coal contracts which
came duce for renewal clurmg the vear, were
those most adve rscly affected. In these
Condltlons, it was 11()( [)0351[1[(‘ to continue
mining operations at the Loftis mine, despite all
efforts to reduce costs. AL‘L‘:)rdingl_\', Upt'rations
were discontinued during the fourth quarter
and the mine is presently held on a care-and-
maintenance basis.

Coal sales from the Loftis mine during 1983, up
to the time of closure, were 243,369 tons,
compared with full-vear sales of 327,271 tons
during 1982. While ‘the mine was operating,
daily prnduttultx was at pl.mnml levels and
opcratmL costs declined as a result of signihicant
reductions in direct mining costs.

oc



E.\'plorarion and Derelopmcm

The conservative, low risk strategy adopted in
1982 continued throughout 1983. A total of 20
wells were drilled on company lands resulting in
fifteen oil wells, two gas wells and three dry
holes. Of these, Brinco Oil & Gas Limited had
direct financial participation in six oil wells, two
gas wells, and no dry holes. Both of the gas wells
are in areas in which gas puthaqt‘ contracts are
in place, and 1983 is the second successive year
in which financial participation in dry holes has
been avoided.

Brinco Oil & Gas Limited has a 4.5 percent
interest in a six well drilling program at
Crossheld, just north of Lalgan Individual well
productivities range from five barrels per day to
ninety barrels per da\ the av erage bein

twe nt\ -five barrels per day per well. Enhanced
recavery measures and posblbl\ turther drilling
are hung considered.

The de \dopmgnt program on the Chauvin
property in castern Alberta was complcted in
1983. There are now a total of 12 producing
wells on this property, and Brinco Oil & Gas
Limited’s share of production is 36 barrels of oil
per day.

The boundaries of the Lobstick pool in Pembina
have been defined by drilling, and enhanced
recovery alternatives are bei ing evaluated for
imple mentation in 1984,

Brinco Oil & Gas Limited has a 7 percent
working interest after payout of drilling costs in
a ﬂgmhcant discovery in the Chigwell arca of
central Alberta. It is e‘cptcted that a step-out
well, in which Brinco Oil & Gas Limited will
hav(‘ a 5 percent working interest, will be drilled
during 1984.

DRILLING RESULTS

1983 1982
Success Rate 85% 87%
Total Wells Drilled 20 30
Crude Oil 15 17

Natural Gas 2 9

LAND HOLDINGS

(as at December 31, 1983)

Alberta

British Columbia
Saskatchewan
Eastcoast offshore
Northwest Territories

Gross Net
' Acres
394,609 49,164
227,374 31,130
3,120 1,040
753,403 4,126
677,560 8,500

Total Canada
United States

2,056,066 93,960
11,487 1,157

Total Holdings

2,067,553 95,117

Brinco Oil & Gas Limited



Brinco Qil & Gas Limited

Production and Marketing

As at December 31, 1983, Brinco Oil & Gas PRODUCTION

Limited’s ownership of producing wells stood at (average daily)

67 net wells, of which 34 were oil wells and 33 1983 1982

were natural gas producers. Oil production ude Ol (harrel

av craged 370 barrels per day in 1983 compared Crude Oil (barrels) 370 315
Natural Gas (mcf) 1900 2130

to 315 barrels per day in 1982, Gas production
was 1900 mcf per day compared with 2130 mcf
per day in the previous year. The bulk of oil and
gas produatlon is located in Alberta.

Low demand in the United States for Canadian
natural gas, caused by recession, weather,
domestic supply and” price, continues to impede
the natural gas mdustr\ s performance.
However, increases in gm ernment rcgulated
prices contributed to an overall increase in oil
and gas revenues of some 32.4 percent over
1982. Oil production levels have been
maintained as a consequence of the company's
dt‘\dopmt nt drilling program, and growth of oil
prices towards international levels has been
largely responsible for the improvement in sales
revenues.

OWNERSHIP IN PRODUCTIVE WELLS
(as ar December 31, 1983)

Gross Net Status

Wells Wells Producing  Capped

Crude Oil Wells

Alberta 134 28.1 97 37
British Columbia 2 5 1 |
Saskatchewan 320 3 0
United States 21 29 21 0
Total Oil Wells 160 33.5 122 38
Natural Gas Wells
Alberta 221 26.3 60 161
British Columbia 46 6.3 18 28
United States ) 5 7 0
Total Gas Wells 274 331 85 189
Total Wells 434 66.6 207 227
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Brinco Limited and Subsidiaries

CONSOLIDATED
STATEMENT OF

FINANCIAL
POSITION

as at December 31, 1983
(with comparative figures for 1982)




Brinco Limited and Subsidiaries

CONSOLIDATED
STATEMENT OF

EARNINGS

jbr the year ended December 31, 1983
(with comparative figures for 1982)




Brinco Limited and Subsidiaries

CONSOLIDATED
STATEMENT OF
CHANGES IN

FINANCIAL
POSITION

for the year ended December 31, 1983
(with comparative figures for 1982)

Brinco Limited and Subsidiaries

CONSOLIDATED
STATEMENT OF
RETAINED

EARNINGS
(DEFICIT)

for the year ended December 31, 1983
(with comparative figures for 1982)




PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include
the accounts of the Company and its subsidiary
companies. The operations of the subsidiaries
are included in the accounts from the date of
acquisition.

Substantially all of the oil and gas exploration
and producnon and a significant amount of the
min:ng exploration and development is
conducted under joint venture agreements. The
Company's proportionate interest in the assets
and liabilities and revenues and expenses of such
ventures is included in the accounts.

The active subsidiaries, which are wholly-
owned, are as follows:

Brinco Mining Limited
Brinco Oil & Gas Limited

INVENTORIES AND MINE SUPPLIES

Asbestos fibre and ore stockpiled are valued at
the lower of cost, determined on a first-in, first-
out basis, and net realizable value. Mine supp]ics
are valued at the lower of cost, principally
average cost, and replacement cost.

MINERAL EXPLORATION

]:xplcration expenditures and costs related to
the investigation of possible investments in
mineral resource properties are charged to
earnings as incurred, net of recoveries from
joint venture partners.

PROPERTY, PLANT AND EQUIPMENT

Mineral Resource Properties

Development and preproduction expenditures
on mineral resource properties, net of recoveries
from joint venture partners, are capitalized
providing the properties are considered to be of
value to the Company. When a property
achieves commercial production volumes, costs
are charged to earnings using the unit-of-
production method based on proven reserves. In
the event of abandonment or disposal of such
properties, the resulting loss is charged to
carnings.

Oil and Gas Properties

Expcnditures on oil and gas properties are
accounted for using the full cost method
whereby all costs relating to the exploration for
and development of oil and gas reserves are
capitalized. The costs of such properties are
charged to carnings using the unit-of-
production method based on proven reserves.

Plant and Equipment

Expcnditurcs for plant and equipment are
capitalized in the property accounts.
Depreciation of oil and gas plant and equipment
is charged to earnings using the unit-of-
production method based on proven reserves.
Mine plant and equipment is charged to
carnings over its physical or economic life using
the unit-of-production and the straight-line
methods of depreciation.

TRANSLATION OF FOREIGN CURRENCIES

Assets and liabilities arising in forcign
currencies are translated into Canadian dollars
at the rate of exchange in effect at the end of
the year and revenue and expense items are
translated at the av erage rate of exchange for
the year. Gains and losses on currency
translations are included in the determination of
carnings.
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2. Property, Plant and Equipment

3 Long-Term Investments

4. Bank Indebtedness
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Covenants relating to the loan require, inter alia,

that Working Capital and Net Tangible Worth,
as defined by the loan agreement between
Brinco Mll‘lll‘lg Limited and the bank, be
maintained at specified minimum levels. Brinco
Mim'ng Limited is not meeting the requirements
of these covenants and had not made principal
payments of approximately $7 million each,
which were due on September 15, 1983 and
March 15, 1984, However, subsequent to March
15, 1984 principal payments totalling $10
rmlhon have been made. The bank has provided
Brinco Mining Limited with a waiver of the
defaults to May 30, 1984.

The loan is included in the financial statements
in accordance with existing terms which require
repayments in equal semi-annual installments
commencing September 15, 1983 and ending
March 15, 1988.

Interest on Iong-term debt in 1983 amounted to
$6,800,000.

CURRENT BANK INDEBTEDNESS

Bank indebtedness includes demand bank loans
and cheques issued but not cashed.

The Company and certain subsidiaries have
losses available for carry-forward for which no
recognition is given to the possible future
income tax benefits in the accounts. These
losses, which approximate $22,000,000, are
available to offset future income for tax
purposes. Tax losses expire in taxation years to
1987 in Canada and 1997 in the United States.
Any tax benefit resulting from the utilization of
these losses will be rccogn'ved as an
extraordinary item in the years of utilization. In
addition, the Company and certain subsidiaries
have unclaimed earned depletion allowances,
amounting to $25,000,000 which are available
for deduction from future resource profits.

Deferred income taxes relate primarily to
Brinco Mining Limited and represent the tax
deductions for expenditures on mine
development, exploration and depreciation
deducted in the determination of taxable
income but not yet charged to earnings. Income
and mining tax credits on the statement of
earnings arise primarily from the reversal of
such timing differences durmg the year at
historical tax rates.

CAPITAL STOCK

Authorized

10,000,000 preferred shares with a par value of $5.50 each, issuable in series
35,000,000 common shares without nominal or par value

1983 1982

Issued

(in thousands)

1,869,818 7% Cumulative Convertible Redeemable Retractable

Preferred Shares Series A (1982-1,980,138)
7,272,723 8% Cumulative Convertible

Preferrea Shares Series C (1982-7,272,728)
17,077,843 Common Shares (1982-17,077,833)
7,762,632 Class A Common Shares (1982-7,762,632)
Total capital stock

RETAINED EARNINGS (DEFICIT)

Cost of Common Shares purchased pursuant to the 1974 tender

offer to shareholders, net

$ 10,284 S 10,891
40,000 40,000
58,176 58,176
54,882 54,882
163,342 163,949
(8,674) 11,427
154,668 175,376
(54,882) (54,882)

$ 99,786  $120,494
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Preferred Shares

(a) At the option of the holder, cach
Preferred Share Series A is convertible until
October 18, 1984, into 0.55 of a Common
Share. At the option of the Company, the
Preferred Shares Series A are redeemable if the
market price of the Company’s Common
Shares is more than $15.00.

Unless contrary to applicable law the
Company shall invite tenders on or about
October 18, 1984 for retraction of the
Preferred Shares Series A at $5.50 each plus
accrued and unpaid dividends. Each year,
under a mandatory provision, the Company is
required to offer to redeem an amount equal
to 5% of the originally issued shares for $5.50
each plus accrued and unpaid dividends if the
defined market value of these shares is less
than par value. During the year, 110,301 shares
were redeemed under the mzu-:dator).r provision
and 19 were converted to Common Shares.
The accrued dividend paid at the time of
redemption was $20,000. Because the
Company is in a deficit position, the Board of
Directors has determined that it would be
contrary to applicable law for the Company to
proceed with the redemption of 5% of its
outstanding Preferred Shares Series A which
would otherwise be redeemable at the
beginning of 1984,

(b) At the option of the holder, each Preferred
Share Series C can be converted into 0.55 of a
Common Share. On November 6, 1985, the
conversion of the remaining Preferred Shares
Series C to Common Shares will take place.
Should the weighted average market price of
the Common Shares for any ninety
consecutive days after November 6, 1983 be
more than $13.00, the Preferred Shares Series
C will be converted at the end of the ninety
days.

(¢) Each issued and outstanding Preferred
Share Series A and Series C is entitled to a
fraction of a vote equal to the conversion basis
of such shares into Common Shares.

(d) Dividends on the cumulative Preferred
Shares Series A and Series C are payable

quarterly on the last days of March, June,

September and December of each year. The
dividend payable in December, 1982 and all
the 1983 dividends for a total of $4,910,500

are in arrears.
Common Shares

In 1978, 9,973,067 Common Shares
purchased for $7.07 each, pursuant to the
1974 tender offer to shareholders, were
deemed by legislation to be a special class of
Common Shares designated as class A. When
these shares are reissued, they revert to their
former status as Common Shares. To date
2,210,435 such shares have been reissued.

Under the Company’s stock option plan,
700,000 Common Shares have been set aside for
issuance. At December 31, 1983, options were
outstanding on 275,500 shares (including
112,500 to officers) at prices ranging from $6.25
to $9.45 per share exercisable at various dates to
1986. During the year no options were
exercised.

The Company has reassessed its mineral
resource properties and has determined that
because of the depressed market for uranium
and coal the carrying value of certain non-
operating mineral properties required
adjustment. Properties identified to be sold have
been written down to estimated net realizable
value. Properties where active development will
not take place in view of current and foreseeable
commaodity market conditions have been
written off. The Company will continue to
maintain these properties in good stancling and
maintenance costs incurred in 1984 and
subsequent years will be expensed.

Accordingly, the carrying value of these mineral
properties has been reduced by $17,890,000.
This has been presented in the consolidated
statement of carnings (net of deferred income
taxes of $3,450,000) as an extraordinar}' loss.

1983 1982

Write-down of mineral resource propertics, net
of deferred taxes of $3,450,000

Write-down of Quebec ashestos property, net
of deferred taxes af $3,384,000

Write-down of gold property, net of

deferred taxes of $3,035,000

Lass on sale of portfolio investment
Write-down of ULS. il and gas venture, net

of deferred taxes of $287,000

Write-down of Brinco 1981 Energy Program, net
of deferred taxes of $365,000

(in thousands)

$14,440 $ -
- 7,696
- 5,285
- 1
- 2,507
- 635
514,440 $19,835
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LEGAL ACTIONS

Brinco Mining Limited, as well as others,
cortinues to be named as a defendant in a largc
number of product liability suits in the United
States in which substantial damages are claimed
for alleged injuries to the health of asbestos
workers and others by means of their exposure
to asbestos fibres or dust and has also been
namr ed in several actions claiming economic loss
attendant upon potential costs 0% removal of
asbestos products from certain public l)uildings
The wubsullan company is currently involved in
approxnmatelw 1,200 such suits. Since 1974, the
comboany has been involved in approximately
2,800 claims and has agreed to settle or has been
dismissed from approximatefv 1,560 claims.
Three cases have come to trial. In one case, the
company was dismissed before the verdict was
rendered. A second trial resulted in a verdict for
the defence. The third case, imol\iné‘ seven
plaintiffs, was decided against the defendants
and the jury apportmned damages of ULS.
$41,650 against the company. From 1974 to
date, egal and settlement costs paid by Brinco
Mining Limited and its insurers have totalled
appmxlmatel\. $10 million. The costs to date
may not be indicative of future costs since the
compeny’s potential liability in each case
dcpends upon a great many factors apart from
legal defences, including the seriousness of the
claimaat’s illness, whether the illness or claimed
economic loss is related to exposure to asbestos
supplicd by the company and the amount of
contribution required from the various co-
defendants.

In 1982 Manville Corporation, which is both a
substantial fibre ﬂupp]ter in many actions in
which Brinco Mmmg Limited has been sued and
the employer in a large number of Brinco
Mining Limited’s cases, petitioned for relief
under Chapter 11 of the LLS. Bankruptcy Code.
Amatex C orpuratlon which is the employer in
certain cases in which Brinco Mining Limited
has been sued, applwd for similar relief. The
company is not now in a POSltIOl’l to assess the
impact of these bankruptcy filings on its
potential liabilities. The bzmkruptu filings have
had the immediate effect of removing the
petitioning companies from the litigation. Some
cases are procecdmg to trial without the
petitioning companies and other cases have been
stayed pending further developments in the
b.mkmptu' proceedings.

The company held policies of insurance

prov 1dmg coverage for product liability in the
years 1955 to 1975. The company has instituted
an action in the Ontario Courts wherein it has
claimed that a substantial portion of the
settlement and litigation costs, as well as any
judgment that might be rendered against it, are
covered under these policies.

An agreement was reached in March, 1984
between Brinco Mining Limited and one of its
major insurers, which is also a defendant in the
above action, whereby that insurer has
reimbursed the company for a large portion of
its past defence costs. In addition, that insurer
has agreed to undertake the defence of Brinco
Mining Limited for claims im'olving exposure to
asbestos in its policy periods. No agreement has
been reached on the question of that insurer’s
obligation to indemnify Brinco Mining Limited
for settlements and Judgm(ntt. against the
subsidiary company. Discussions are continuing
on this issue,

BRINCO 1981 ENERGY PROGRAM

Brinco Oil & Gas Limited is the general partner
in the Brinco 1981 Energy Program, an oil and
gas exploration and development limited
partnc.rﬁhlp which, during 1981, sold 5,219
units to third Pcll‘tlkb at $1,000 per unit.
Commencing in 1984, any limited partner may
require the subsidiary company to offer to
purchase all or any of their units at a price
related to the fair market value of the unit. The
maximum number of units that the subsidiary
company is ohligatcd to purchase in any one
year is 1,000.

The Company maintains contributory
retirement plans which cover certain salaried
and hourly paid employees.

These plans are fully funded based on the
actuarial valuations as of December 31, 1982.

Discontinued operations are shown net of
deferred taxes. Financial statement amounts
related to these operations have been reclassified
in the comparative 1982 statements.

There were no significant related party
transactions during the year.
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Arthur |. Block

Vancouver, British Columbia
President

Block Bros. Industries Ltd.
E. ]. Courtois, Q.C.
Montreal, Quebec

Partner

Stikeman, Elliott

Peter H. Dean
London, England
Executive Director
The Rio Tinto-Zinc
Corporation PLC
Thomas N. Dirks
Calgary, Alberta
Exploration Geologist
* Sir Alistair G. Frame
London, England
Deputy Chairman and
Chief Executive
The Rio Tinto-Zinc
Corporation PLC

Donald R. Getty
Edmonton, Alberta
President

D. Getty Investments Ltd.

J- Douglas Little
Vancouver, British Columbia
Consultant

* Harry W. Macdonell, Q.C.
Toronto, Ontario
Partner
McCarthy & McCarthy
Albert Reichmann
Toronto, Ontario
President
Olympia & York
Developments Limited

* Paul Reichmann
Toronto, Ontario
Senior Executive Vice-
President and Secretary
Olympia & York :
Developments Limited
Ralph Reichmann
Toronto, Ontario
Senior Vice-President
and Treasurer
Olympia & York
Developments Limited
C. Alan Smith
Calgary, Alberta
Executive

* Hugh R. Snyder
Toronto, Ontario
President and Chief
Executive Officer
Brinco Limited
David A. Ward, Q.C.
Toronto, Ontario

Partner
Davies, Ward & Beck

* Member of the Executive Committee

Harry W. Macdonell, Q.C.
Chairman

Hugh R. Snyder
President and Chief
Executive Officer
James C. O’Rourke
Vice-President

Mining and Projects
Norbert M. Peters
Vice-President, General
Counsel and Secretary
Anthony T. Kana
Treasurer

Gill E. Carter

Assistant Secretary
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