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PRESIDENT’S LETTER TO THE SHAREHOLDERS

Net earnings for 1981 were $3,599,925, $617,164 higher than in 1980. The main reason
tor the increased earnings was the higher interest rates that prevailed for much of 1981.
Working Capital improved $5,471,928 during the year to $54,507,456 at year end.

At the end of 1980, Steep Rock acquired a Calcium Carbonate operation at Perth,
Ontario. This operation has been named the Steep Rock Calcite Division. Calcium Car-
bonate products are produced from high purity crystalline marble which is quarried from a
Steep Rock owned mineral property at Tatlock, Ontario, 24 miles north of Perth. These
products cover a broad range from decorative garden stone to micron sized, white, high
quality filler for use in paints, plastics, rubber, carpet backing, vinyl tiles, joint compounds,
cultured marble and other industries. Market acceptance of these products continued to be
excellent and sales rose by 27% from approximately $2,500,000 in 1980 to $3,186,458 in
1981. It is anticipated that facilities will be added in 1982 to permit Steep Rock Calcite to
expand its production of the higher value fine grind products. Proven mineral reserves will
permit over 25 years production at the expanded production rate.

The diamond drilling program on the Gateford Mines Limited property under the
Option Agreement with Queenston Gold Mines Limited, which was begun in 1980, was
continued in 1981. Five holes were drilled during the year totalling 4,318 feet, to investigate
untested areas of the Larder Lake Break and to test a structure that was interpreted from the
1980 drilling. Only minor gold values were encountered in this program and consequently
Steep Rock terminated its option agreement on the property in July.

The Company has also been active in other areas of geological exploration. Claims
with base and precious metal potential were staked in the Atikokan area following the
release of geological information by the Ontario Ministry of Natural Resources. These
claims are being examined as part of an ongoing exploration program.

In industrial minerals, exploration and development programs were directed towards
the discovery and production of specific mineral products including nepheline syenite,
feldspar, silica, talc and mica. The programs are continuing towards an objective of
reaching a production decision on one or more projects, possibly in 1982. Several cor-
porate acquisitions were considered in varying amounts of detail, but were rejected for
various reasons.




The iron ore market outlook did not improve during 1981. It is difficult to predict
with certainty when either the Bending Lake or Lake St. Joseph properties will be
developed. Nevertheless the Company renegotiated its option on the Bending Lake pro-
perty for an additional three years ending on December 31, 1984. It should be noted that
certain tax incentives that were meant to encourage the use of Canadian iron ore by Cana-
dian steel companies were excluded in the provisions of the November 1981 Federal
Budget. This action, if implemented, will result as a further deterrent to Canadian iron ore
development.

The death of Mr. John N. Paterson during 1981 is noted with sincere regret. Mr.
Paterson served this company with distinction as a Director from 1949 until 1979 and as
Chairman of the Board of Directors for ten of those years. The sympathy of all of us who
were privileged to know and work with him is extended to Mrs. Paterson and her family.

The appreciation of Management is again extended to all our employees and Direc-
tors for their diligent efforts and guidance.

L.J. LAMB

CHAIRMAN OF THE BOARD
PRESIDENT
AND
FEBRUARY 15, 1982 CHIEF EXECUTIVE OFFICER




STEEP ROCK IRON MINES LIMITED

(INCORPORATED UNDER THE LAWS QF ONTARIO)

CONSOLIDATED BALANCE SHEET

DECEMBER 31, 1981
(WITH COMPARATIVE FIGURES AT DECEMBER 31, 1580)

ASSETS

CURRENT:
Short-term interest-bearing deposits
with parent company (note 2)
Accrued INterest. ..o
Accounts receivable
InVertory (Ot 3) suvrmemmmmm s s e e s
Income taxes recoverable
Prepaid expenses

Total current assets

Fixep AsseTs (note 4)

OTHER ASSETS:
Deferred development expenditures (note 5) ..............coooviiviinnnn.
Housing properties owned, at cost less accumulated
depreciation (1981 — $452,915; 1980 — 5638,866) ..............cve.e.
Mortgages and sale agreements receivable ..............occoocii .

On behalf of the Board:
L.]J. Lamb, Director
R.M. Hogarth, Director

(See notes to consolidated financial statements)

1981 1980
655,113,931  $46,385,126
355,572 22,411
661,236 238,470
1,565,605 1,638,017
1,940,000
68,730 13,966
57,765,083 50,237,990
9,679,208 9,902,411
2,124,153 2,124,153
159,686 292,586
191,034 215,626
50,001 50,001
2,524,874 2,682,366
$69,969,165  $62,822,767




LIABILITIES AND SHAREHOLDERS’ EQUITY

1981
CURRENT: i
Accounts payable and accrued liabilities .......cccocuvmmmmirericriin $ 1,333,591 B
Income and other taxes payable .............c..ccoiii 1,924,036
Tatal cuctent Habilities ........sassimammes svsmssasissss 3,257,627 §
Non-CURRENT: ,
Eniatio Hydro labilily (N0te B) . .. .. ciwsswmsmsmsmmnpssnsmsmmmnmnpnnssmmrmsrams 574,333
Obligation utider capital lsases (NOtE 7)...covowvevwvmnmsusancrssmmsmspsmssvans 628,908
Mortgages payable...........ccocieiemisieriaiisirsnenes sanasanpnssssresivevi orans 133,389 B
Total non-cutkent HabiliHEs oo voiimmiamssivayavimass vo 1,336,630
I EEERRED INCOME TAXES . v vt it o £a s e v T e e S s e e s e ity e 4,222,000
CONTINGENT LIABILITY (note 9)
SHAREHOLDERS EQUITY:
Capital"—
Authorized:
10,000 — preference shares of $100 each
10,666,666 — common shares of $1 each
Issued: .
8,063,652 — COMMON ShATes .. .uvvveieiiiiiiiiiiaie e 8,063,652
CORETDUERELSUPPITE s i msnsssmvesss s s sn s e s mamstaan 3,674,675
Retained earmings. i comrssii s basnsbaimminita st saiie s vt 49,414,581
Total shareholders equitVisasmmmmmmmsmrissmsanes 61,152,908

$69,969,165 _ $62




STEEP ROCK IRON MINES LIMITED

CONSOLIDATED STATEMENT OF EARNINGS
AND RETAINED EARNINGS

YEAR ENDED DECEMBER 31, 1981
(WITH COMPARATIVE FIGURES FCR 1980)

INcoME:

CosTs AND EXPENSES:

Operating costs, other than those shown below ...,
Administrative and corporate expenses.....................cccccceeeeriieeiii.
Property maintenance and security — Atikokan ............................
Exploration and development oo s i s i e s
DU BTt s a0 e mmmm e s e e i e W o A e e
Depreciation and depletion................oooiiiiiiiiiiiiiieee e,
Sundry exchange losses. ...

EARNINGS before iInCome taxes. ..o

INCOME TaxES

(TS 5 03 o |
IIEEETFEM i issmin s s 500 54 05 40 sl e preocm e s e o it

NET EARNINGS fOr the year........ccooiiiiiiiniiioiiniiiie e
RETAINED EARNINGS, beginning of year ...............coocoiiiiiiiiiiiiiniieein,

RETAINED EARNINGS, nd Of Year ... ..o i

(See notes to consolidated financial statements)

1981 1980
$ 3,387,758 $ 244,657
9,536,013 7,206,705
451,235 894,298
13,375,006 8,345,660
3,222,149 169,755
600,532 769,310
694,041 511,589
838,080 497,378
134,918 51,781,
686,361 53,796
32,290
6,176,081 2,085,899
7,198,925 6,259,761
1,938,000 716,000
1,661,000 2,561,000
3,599,000 3,277,000
3,599,925 2,982,761
45,814,656 42,831,895
$49,414,581 $45,814,656
$0.45 $0.37




STEEP ROCK IRON MINES LIMITED

CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION

YEAR ENDED DECEMBER 31, 1981
(WITH COMPARATIVE FIGURES FOR 1980)

SOURCE OF FUNDS:
From operations —

Net earnings for the year ............ccocooiviiiiiiiiiiiiiiie e
Add (deduct) items not affecting working capital:
Depreciation and/depletion.......cicouc s o

Gain on disposal of fixed as
Deferred income taxes ......

BSOS i e e

Total funds fromioperabions . ssssrvemammeasassme

From sale of fixed assets...............

From payments on mortgages and sale agreements receivable............

From increase in mortgages payable

APPLICATION OF FUNDS:
Business acquisition —
Additions to fixed assets.........

Less obligations under capital leases...............ccoociviiniiinnnn.

Less mortgages assumed....

Other additions to fixed assets.......

Additions to deferred development expenditures..............cccocuueunnen.

Additions to other assets ..............

Current portions of mortgages, deferred

liability and lease obligations...
(g P e

Increase (decrease) in working capital ...
Working capital, beginning of year ......
WORKING CAPITAL, end of year ............

Changes in components of working capital:
Increase (decrease) in current assets —
Short-term interest-bearing deposits with parent company..........

Cash and deposit certificates....
Short-term investments..........
Accrued interest ...................
Accounts receivable ..............
Inventory .......coocevvnvininnnnnn.
Income taxes recoverable........
Prepaid expenses ..................

Decrease (increase) in current liabilities —
Accounts payable and accrued liabilities...................coccoinen,

Income and other taxes payable

INCREASE (DECREASE) IN WORKING CAPITAL

(See notes to consolidated financial statements)

1981

$ 3,599,925

1980

$ 2,982,761

686,361 53,796
(451,235) (894,298)
1,661,000 2,561,000
5,496,051 4,703,259

548,135 968,346

24,592 15,742

51,042
6,119,820 5,687,347

9,266,152

481,952

144,134

8,640,066

427,158 6,912
427,158 8,646,978
84,494

50,000

220,734 254,601
67,200

647,802 9,103,273

5,471,928 (3,415,926)
49,035,528 52,451,454
$54,507,456 _ $49,035,528
$ 8,728,805  $46,385,126

 (49,650,579)
(5,540,380)

333,161 (793,007)

422,766 (2,323,928)

(72,412) 1,414,965
(1,940,000) 1,940,000

54,773 (201,341)
7,527,093 (8,769,144)
(131,129) 153,618
(1,924,036) 5,199,600
(2,055,165) 5,353,218

$ 5,471,928  $(3,415,926)




STEEP ROCK IRON MINES LIMITED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 1981

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the company have been prepared by
management in accordance with accounting principles generally
accepted in Canada consistently applied. These principles are in
conformity, in all material respects, with accounting principles
generally accepted in the United States. Because a precise determi-
nation of many assets and liabilities is dependent upon future
events, the preparation of periodic financial statements neces-
sarily involves the use of estimates and approximations which
have been made using careful judgement. The financial statements
have, in management’s opinion, been properly prepared within
reasonable limits of materiality and within the framework of the
accounting policies summarized below:
(a) Basis of consolidation —
The financial statements are drawn up on a consolidated basis
to include the accounts of the company and its whaolly-owned
subsidiaries, Steerola Explorations Limited, Sanjo Iron Mines
Limited and Don Park Homesites Limited.
) Inventory —
Inventory 1s valued at the lower of average cost and net
realizable value.
Fixed assets —
Fixed assets are recorded at cost except for the mining proper-
ties, plant building and certain equipment at Atikokan which
have been written down to a nominal value.

(c

Generally depreciation is provided on the straight-line
method over the estimated useful lives of the assets at the
following rates:
Buildings ..................... 5%
Equipment ................... Various rates over
expected useful lives
(7% - 25%
Furniture and leasehold
improvements............ 20%
No depreciation is being provided on the assets being retained
for possible use at Bending Lake since they are not in use and
it is estimated that their residual value exceeds carrying value.
Depletion on the land and quarry at Perth is provided on the
unit of production method based on the estimated proven
reserves of the property.

(d) Income taxes —
The company follows the tax allocation basis of accounting
for income tax. Under this method, timing differences
between accounting income and the amount of income re-
ported for tax purposes (which arise principally as a result of
claiming depreciation at rates differing from those recorded in
the accounts) result in the provision for deferred taxes.

Leases —

Assets leased by the company under agreements which
transfer substantially all of the benefits and risks of ownership
of the asset to the company are accounted for as capital leases.
Accordingly, at the inception or acquisition of the leases the
assets and related obligations are recorded at an amount equal
to the present value of future payments discounted at the
interest rates that would apply had the related funds been
borrowed by the company.

(e

2. SHORT-TERM INTEREST-BEARING DEPOSITS WITH PARENT COMPANY

In accordance with an agreement with its parent company, funds
surplus to the company's day-to-day requirements are deposited,
in trust, with the parent company for short-term investment pur-

poses. These deposits carry interest at rates at least equal to the
interest rates paid from time to time by a leading Chartered Bank
on equivalent deposits. Total income earned on these deposits
amounted to $9,289 751,(57,070,460 in 1980).

. INVENTORY
Inventory is summarized as tollows:
1981 1980
Supplies $ 383,048 $ 199862
Raw materials 553,034 169,955
Work in progress 48,785 170,483
Finished goods 580,738 1,097,717

51,565,605 $1,638,017

. Fixep asseTs

Fixed assets are summarized as tollows:

1981 1980
Accurnulated
depreciation
and Net book Net book
Cost depletion value value
At Perth —
Land and quarry $ 327.165 $ 5726 § 321,439 S 327,200
Buildings 883.123  37.39%4 845,729 724,800
Equipment —
Under capital leases 481,952 48,905 433,047 481,952
Other 7,980,336 538,337 7,441.999 7,732,200
At Toronto —
Furniture and leasehold
improvements 80,319 37,490 42,829 58,89
At Atikokan —
Equipment being retained
for possible use at
Bending Lake —
Under capital lease 503,526 503,526 503,526
Other 68,650 08,650 68.650
Plant, buildings and
equipment
— at nominal value 1 1 1
Mining properties
— at nominal value 1 1 1
Mobile equipment 25,141 5.408 19,733 5.185
Exploration equipment 2,504 250 2.254

$10,352,718 $673,510 $9,679,208 $9,902.411

. DEFERRED DEVELOPMENT EXPENDITURES

Deferred development expenditures are as follows:

1981 1980
Lake St. Joseph ............o.ooooin. $1,184,208 $1,184,208
Bending Lake ..............occooo 939,945 939,945
$2,124,153 52,124,153

The deferred development expenditures relating to Lake St.
Joseph represent accumulated expenditures (net of recoveries and
prior years’ write-offs) incurred in connection with the company’s
Lake St. Joseph claims,

The deferred development expenditures relating to Bending Lake
represent the amounts expended by the company to December 31,
1981 with respect to the possible development of an iron oxide
deposit located approximately 40 air miles from Atikokan.
Feasibility studies have been conducted jointly with The Algoma
Steel Corporation, Limited and Canadian Pacitic Enterprises
Limited. The company has an option which, if exercised, will
entitle it to lease the claims from the present owner upon payment
of $1,500,000 (in five annual instalments) and future royalties
based on production. This option expires on December 31, 1984.




In view of the current iron ore surplus and other economic factors
the company has no plans to proceed with the development of
either the Lake St. Joseph properties or the Bending Lake property
at this time. The development of these properties at some future
date will be dependent on market and economic conditions. The
pellet plant at Atikokan is being kept in good condition, and pro-
perty security maintained, for possible use in connection with the
Bending Lake project.

. OntarRIO HYDRO L1ABILITY

Under a 1949 agreement relating to the required diversion of the
Seine River for purposes of the former mining operation at
Atikokan, the company is committed to make annual payments
of $92,357 (covering principal, and interest at 3% per annum) to
Ontario Hydro until November 1, 1989. The principal portion of
these future payments has been provided for in the accounts.

. LEases
Future payments under capital leases and the present value of
these rentals are as follows:

et A A e e o e e e $ 226,681
19B3 ..ccunievasinnans 223,425
1B i v minmans 301,381
1985 .:.ocuussvn 75,928
1986:..cnvvvsns .. 62,774
Future years .. 204,459
1,094,648

Less imputed interest at rates
averaging 13% ... .. 322,560
Present value........... ... 772,088
Less current pOrtion ..« s s sisaati st 143,180

$ 628,908

8.

10.

11.

PEnsions
According to the most recent actuarial valuations, the company’s
liability for pension costs is fully funded as at December 31, 1980.

. CONTINGENT LIABILITY

The notes to the company’s published consolidated financial
statements for the year ended December 31, 1980 referred to a
contingent liability in connection with the company's gas supply
contract and mentioned that the supplier had not accepted the
company's right to suspend the contract in accordance with the
“force majeure” clause contained therein.

The matter has now become the subject of litigation. The litiga-
tion has reached the stage of production of documents and exami-
nations for discovery, which examinations last continued on
December 14 and 15, 1981. The supplier is still maintaining its
claim for a declaration that the gas supply contract is in full force
and effect, and that Steep Rock is obliged to pay for the minimum
annual quantities as provided in the contract from November 1,
1979 up to and including October 31, 1987. In the alternative, the
supplier claims damages for breach of contract in the amount of
$12 million.

It is the opinion of Counsel for the company that it has a good and
valid defence to such claims. The amount of any liability would
not be material to the company’s financial position.

TRANSACTIONS WITH RELATED PARTIES

(a) See note 2 regarding deposit arrangements with parent
company.

(b) Relocation housing loans to two officers totalling $151,500
are included in mortgages and sale agreements receivable.

COMPARATIVE FIGURES
Certain comparative figures have been reclassified to conform
with presentation adopted in 1981.




AUDITORS’ REPORT

To THE SHAREHOLDERS OF
Steer Rock Iron MiNes LiMITED

We have examined the consolidated balance sheet of Steep
Rock Iron Mines Limited as at December 31, 1981 and the con-
solidated statements of earnings and retained earnings and
changes in financial position for the year then ended. Our
examination was made in accordance with generally accepted
auditing standards, and accordingly included such tests and
other procedures as we considered necessary in the cir-
cumstances.

In our opinion, these consolidated financial statements pre-
sent fairly the financial position of the company as at December
31, 1981 and the results of its operations and the changes in its
financial position for the year then ended in accordance with
generally accepted accounting principles applied on a basis con-
sistent with that of the preceding year.

ToronTO, CANADA, CrarksoN GORDON
FEBRUARY 11, 198z. CHARTERED ACCOUNTANTS




10 YEARS IN REVIEW















