
































































Notes to Lonsouaatea 
Financial Statements 

Rio Algom Limited 

1. Accounting policies 
The information on page 26 presents a summary of certain accounting policies and is an integral part of these financial 
statements. 

2. Inventories and concentrates awaiting shipment 1979 1978 
Mining operations - 

Mine supplies . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 23,281,390 $ 22,429,165 
Concentrates awaiting shipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  84,226,970 43,228,200 

107,508,360 65,657,365 
Steel omratinns - . - 

Steel, oqe r  metals, raw materials and supplies . . . . . . . . . . . . . . . . . . . . . . . . . .  112,720,928 98,934,787 

w- $224,229,288 $164,592,152 

3. Plant and equipment - 1979 1978 
Buildings, at wst . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $237,526,194 $176,774,959 
Machinery and equipment, at wst . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  356,229,881 

. a  -. 295,891,238 
II 593,756,075 472,666,197 

Less accumulated depreciation . . . . . . . . . . . . . . . . . . . . . .  -i , ; u .,; . . . .  r . . . .  247,803,716 225,491,383 
345,952,359 247,174,814 

Land,atcost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,542,265 1,796,951 
$347,494,624 $248,971,765 

Plant and equipment includes $37,897,346 in respect of assets of mines presently idle which have been fully depreciated. 

4. Miaing properties and preproduction expenditures 
Mining properties, at cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Less accumulated amortization . . . . . . . . . . . . . . . . . . . . . . . . . .  

Preproduction expenditures, at cost . . . . . . . . . . . . . . . . . . . . . . . . .  
Less accumulated amortization . . . . . . . . . . . . . . . . . . . . . . . . . .  

5. Long term debt 
Rio Algom Limited Sinking Fund Debentures (a) 
- 6Y4% Series A maturing on April 1,1983 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
- 11%% Series B maturing on July 15,1995 . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Lornex Mining Corporation Ltd. 
-Bank loans due August 15,1981 (U.S. $25,000,000) . . . . . . . . . . . . . . . . . . . . . .  

Housing loans and mortgages payable (b) 
Less portion included in current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

(a) The Corporation is required to make sinking fund payments for the retirement of the Sinking Fund Debentures in 
principal amounts as follows: 

Series A-  $3,000,000 on October 1,1980 to 1982 inclusive; and 
Series B - $2,500,000 on July 15,1981 to 1994 inclusive. 

During the year $3,253,500 principal amount of Series A debentures was purchased for cancellation; the 1979 
requirement having been satisfied in prior years, a total of $1,355,500 has been applied to satisfy the 1980 requiremen, 



($1,644,500 having been purchased prior to December 31,1978) and $1,898,000 has been applied toward the 1981 
requirement. 

During 1979 $585,000 principal amount of Series B debentures was purchased for cancellation and has been applied 
toward the 1981 sinking fund requirement. 

The Sinking Fund Debentures are secured under a trust deed by a first floating charge upon the property and assets, 
present and future, of the Corporation. 

(b) The housing loans and mortgages payable generally carry interest rates varying from 8%% to 16%%. 

6. Capital stock 
Authorized: 

438,016 First Preference Shares with a par value of $100 each, issuable in series 
15,000,000 c o w I F y p : * % q  . .. -. . ,~. Par value 

; > . .:. . +?..: .:';.> 
;;.,>;,, .!...., y,:'::% v ,  , ;. v r  
.,: . ., , . =: ,. 2.?*c':.y~!:A 1979 1978 

Issued: 
88,016 $5.80 Cumulative Redeemable First Preference Shares Series A 

(95,022 at December 31,1978) (redeemable at premiums ranging from 
2%to1%) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 8,801,600 $ 9,502,200 

13,517,194 Common Shares (13,511,269 at December 31,1978) . . . . . . . . . . . . . . . 99,351,299 99,203,944 
$108,152,899 $108,706,144 - 

(i) During the year: 
(a) 5,925 Common Shares were issued for $147,355 cash under a Stock Option Plan; and 
(b) 7,006 First Preference Shares were purchased for cancellation; the Corporation's obligations for the years 1980 to 

1984 inclusive referred to in note 7(c) below have been fulfilled. 
ii) At December 31,1979 outstanding o tions have been granted to employees under a Stock Option Plan to purchase 

24,975 Common Shares at a price of f 24.87 per share expiring April 13,1983. 
iii) There are restrictions on the payment of dividends in the provisions attaching to the Preference Shares and the 

Corporation's trust indentnres relating to the Series A and Series B Debentures. 

:ommitments and contingencies 
(a) Estimated total cost to complete capital projects as at December 31,1979 was approximately $193,411,000 

(committed $37,938,000). 
(b) The Corporation is committed to total minimum rentals in the amount of $11,986,000 under operating leases for land 

and buildings which expire from 1981 to 1998. Commitments in each of the next 5 years are approximately $1,200,000 
for each of the first two years and $750,000 for each of the remaining three years. 

(c) The Corporation is obligated on April 1 in each year to set aside $300,000 as a retirement fund, to be used to purchase 
or redeem Preference Shares. 

(d) Unfunded liability for pension funds at December 31,1979 was estimated at $32,807,000 (exclusive of pension funds 
of United States subsidiaries). This is presently being funded over a period of 15 years as follows: 
(i) $3,617,000 per annum for 1980 and 1981, 
(ii) $3,494,000 per annum for 1982 to 1988 inclusive, 
(iii) $3,218,000 per annum for 1989 and 1990, 
(iv) $1,985,000 in 1991, 
(v) $1,692,000 in 1992, 
(vi) $1,574,000 in 1993, and 
(vii) $ 241,000 in 1994. 

) The shares representing the Corporation's investment in an affiliated corporation have been pledged as security for 
debt owing by that m a t e d  corporation. 
The Corporation has a contingent liability to buy back houses and mobile home lots at Lornex's Logan Lake townsite 
for $3,522,661 until December31,1982; the cost of the buyback declines by 5% per annum thereafter. 

(g) In October, 1976, Westinghouse Electric Corporation commenced an action in the United States District Court for 
the Northern District of Illinois (the "District Court") in which 29 defendants were named, including Rio Algom 
Limited ("Rio Algom") and Rio Algom Corporation ("RAC"), a United States subsidiary of Atlas Alloys Inc., a 
United States subsidiary of Rio Algom. The complaint filed by Westinghouse alleged illegal combinations and 
conspiracies among the defendants to restrain both the interstate and foreign commerce of the United States in 
uranium in violation of the Sherman Antitrust and Wilson Tariff Acts, and sought to recover treble damages and to 



secure injunctive relief from each of the defendants. On the advice of wunsel, Rio Algom did not appear in the action 
and the resulting default was noted on the court record. RAC has filed an appearance in the action and is contesting 
Westinghouse's complaint. On January 3,1979 the District Court entered a final judgment on the issue of liability 
against Rio Algom and the other defaulting defendants but did not lix the amount of damages. 

In July, 1979, RAC and other appearing defendants moved for an order postponing any damage hearing against the 
defaulting defendants until the trial of the action on the merits. The District Court denied the motion and the denial 
was appealed. 

On February 15,1980, the Court of Appeals for the Seventh Circuit reversed the decision of the District Court and 
held that the question of damages must await resolution of the issue of liability as to all parties including the appea 
defendants. 

Rio Algom has been advised by its counsel that any h a l  judgment granted against it by the U.S. Courts in the 
Westinghouse litigation would not be recognized or be enforceable in Canada. 

On January 24,1979, the District Court issued a preliminary injunction enjoining Rio Algom and other defaulting 
defendants from: 
(i) transferring, or causing or permitting others to transfer, any interest in property located within the United S 
(ii) withdrawing, or causing or permitting others to withdraw, any United States assets from the jurisdiction oft  

United States, and 
(iii) taking any other action which would result in divesting the defaulting defendants of ownership or control of 

United States assets or in withdrawing such assets from the jurisdiction of the United States. 
Excluded from the effect of the injunction were transfers in the ordinary course of business of assets whose fair 

market value is less than U.S. $10,000 and any transfer, 20 days prior notice of which is pjven to counsel for the . - - 
plaintiff and to the District Court. 

Additional preliminary injunctions were issued by the District Court on April 24,1979, May 4,1979 and June 29, 
1979, all relating to and having the effect of preventing or delaying any payments and transfers of assets regardless of 
amount to Rio Algom from its United States subsidiaries. The granting of these injunctions was affirmed by the Court 
of Aooeals in its Februarv 15.1980 decision. 

0 i j u n e  20,1979 the ~istrict Court issued an order directing Rio Algom to deposit in the registry 
Court the certificates evidencing the shares of Atlas Alloys Inc. owned by Rio Algom and enjoining 
encumbrance of such shares or the issuance of new shares. On the advice of counsel, Rio Algom has 
Atlas AUoys Inc. share certificates with the District Court. 

In November, 1977, thirteen companies, including Rio Algom and RAC, were made defendants in three similar 
actions (later consolidated for pretrial purposes) brought by Tennessee Valley Authority ("TVA"). In these actions, 
TVA alleged violations of the United States Sherman Antitrust Act and the Wilson Tariff Act and 
treble damages and to secure injunctive relief from each of the defendants. TVA also sought a dec 
to determine the defendants' liability. On advice of counsel, Rio Algom did not appear in this litig 
appeared and is contesting TVA's complaint. On September 17,1979, the District Court, on the 
entered the default on the record. 

Rio Algom has been advised by its counsel that any final judgment granted against it by the U.S. Courts in the 
litigation would not be recognized or be enforceable in Canada. 

TVA was the purchaser under a contract with Rio Algom entered into in August, 1974 providing for the delive 
the equivalent of 17,000,000 pounds of U308 in concentrates over the period 1979 to 1990. On June 29,1979, as 
agreed with TVA, Rio Algom made delivery to Eldorado Nuclear Limited of 500,000 pounds o 
for the account of TVA and forwarded to TVA the related invoice indicating an amount due of 
TVA did not pay the amount of the invoice and on July 18,1979 the District Court before which the Westing 
action is pending issued a preliminary injunction enjoining TVA from paying suchsum to Rio Algom. 

Rio Algom has taken redelivery of the uranium concentrates delivered on June 29,1979, and has resold t 
TVA failed to pay the amount due of U.S. $22,710,000 at the time and in the manner required by the contract. - . ~ - -  

On July 18,1979 TVA amended the requested relief in its November, 1977 actions to seek to void the 1974 contract 
and to enjoin Rio Algom from enforcing or attempting to enforce the 1974 contract. 

In light of the actions taken by TVA, Rio Algom regards the 1974 contract as no longer in force. 
On August 14,1979 Rio Algom commenced an action in the Supreme Court of Ontario against TVA for 

the amount of six hundred million dollars for breach of contract. The action is based onTVA's unilateral 
of its 1974 contract with Rio Algom. On September 13,1979 Rio Algom commenced a further action in t 
Court of Ontario against Westinghouse and TVA for damages (including punitive damages) in the amount of one 
billion six hundred million dollars. The claim is based upon actions taken by Westinghouse and TVA in 
1974 contract. TVA and Westinghouse have brought motions in the Supreme Court of Ontario reques 



Notes to Consolidated FInsneW Statements 

8. Unaudited quarterly results 
The quarteriy revenue, gross profit, net earnings and earnings per share as previously reported in unaudited quarterly 
reports to shareholders are set forth in the following table (dollars in millions, except per share amounts): 

1979 
Revenue . . . . . . . . . . . . . . . . . . . .  
Gross protit . . . . . . . . . . . . . . . . . .  
Net earnings . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . .  Earnings per share 
1978 - 
Revenue . . . . . . . . . . . . . . . . . . . .  
Gross profit . . . . . . . . . . . . . . . . . .  
Net eamings . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . .  Earnings per share 

1st Qtr. 
$171.0 

58.8 
19.2 

2nd Qtr. 
$151.7 

45.0 

3rd Qtr. 
$174.0 

79.1 

4th Qtr. 
$214.0 

94.3 

Year 
$710.7 

9. Effects of applying United States generally accepted accounting principles 
The Corporation's accounting policy for conversion to Canadian dollars of accounts in foreign currencies is in accordance 
with the United States Financial Accounting Standards Board Statement No. 8 with the exception of its requirement to 
translate long term debt at year-end exchange rates. Long term debt formerly included bank loans of a subsidiary 
company, Lornex W i n g  Corporation Ltd., payable in United States dollars, amounting to U.S. $25,000,000 at 
December 31,1978, which had been converted to Canadian dollars at the rate in effect at the time of the borrowing; these 
loans were repaid in full during 1979. If the United States policy had been followed the Corporation's 1979 earnings 
would have been increased by $3,506,000. 

addition, generally accepted accounting principles in the United States require the restatement of earnings of prior 
ds to exclude the results of unconsolidated subsidiaries when a change occurs in the consolidated entity such as set 

forth under the accounting policy, "Basis of Consolidation". The effect on consolidated net earnings for the two years 
:nded December 31,1979 of (1) excluding the Corporation's United States subsidiaries during each year and (2) 

wing the United States policy of converting long term debt at year-end rates of exchange is as follows (expressed in 
iands of dollars): 

1979 1978 
Net earnings for the year, as reported . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $75,761 $61,817 
Add (deduct): 

Net earnings of United States subsidiaries * (5.5411 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Gain on conversion of long term debt at 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  year-end rates of exchange 3,506 
Net earnings for the year (adjusted on a U.S. basis) . . . . . . . . . . . . . . . . . . . . . . . . .  $79,267 $56,639 - 
*Net earnings of the United States subsidiaries for 1979 were $3,520,000, no part of which has been included in net 
earnings as reported. 

The investment in and amounts receivable from United States subsidiary corporations are valued at cost plus equity to 
December 31,1978. 

10. Interest(rret) 1979 1978 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Interest on demand bank loans $ 1,005,795 $ 1,328,516 

Interest on long term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  11,657,503 13,274,081 
Interest capitalized . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (957,000) (3,861,000) 
Investment and other income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (7,468,431) (8,517,702) 

$ 4,245,867 $ 2,223,895 

11. Depreciation and amortization 1979 1978 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Plant and equipment $31,970,649 $27,792,666 

Mining properties and preproduction expenditures . . . . . . . . . . . . . . . . . . . . . . . . .  5,131,844 3,487,755 
Excess of acquisition cost over adjusted book value of Atlas Steels assets acquired . . . .  1,047,100 1,047,100 

$38,149,593 $32,327,521 
> - 



. ~ .  
- .  , -. 
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12. Subsequent events 
(a) OnJanuary 30,1980 the shareholders of Rio Algom Limited and Preston Mines Limited approved an amalgamation y c 1 

agreement between Rio Algom and Preston, dated as of December 17,1979, which prescribed the terms and :::!: 1 
--=:' 7 

conditions under which the two wrporations were amalgamated effective at the close of business on January 30,198&2? 
the amalgamated corporation will operate under the name of "Rio Algom Limited". Under the amalgamation each % j b 1 . i  - - 
outstanding Rio Algom common share not owned by Preston was converted into one common share of the - L r . v ' ~  , = A  1 
amalgamated corporation (all Rio Algom common shares owned by Preston have been cancelled without any '+ C I ~ . ~  
repayment of capital thereon), each outstanding Rio AIgom $5.80 cumulative redeemable first preference shareei-  $!& = I  

* +-+: . : 
series A was converted into one $5.80 cumulative redeemable first preference share, series A of the amalgamated , >,,- ; 
wrporation and each outstanding Preston common share was convened into 0.75 of a common share and one 8.5% i;:,,- . - 
cumulative redeemable second preference share, series A of the par value of $5.00, of the amalgamated corporation. ,gzY 

Since the amalgamation is a combination of two corporations under common control it has been accounted for in a;: ; j 
manner similar to a pooling of interests. The following pro forma condensed combined statement of financial positio*: l i 

= ,- 
combines the consolidated statement of financial position of Rio Algom Limited and the statement of financial ! 

position of Preston Mines Limited as of December 31,1979: . ~~ 

Rio Algom Limited 
(the amalgamated wrporation) 

Pro Forma Condensed Combined Statement of Financial Position 
As of December 31.1979 

(thousands of dollars) 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Currentassets 

Current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . .  
Working capital . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Plant and equipment, construction in progress, 

mining properties and preproduction expenses . 
Other assets . . . . . . . . . . . . . . . . . . . . . . . . . .  

Deduct: 
Long term debt . . . . . . . . . . . . . . . . . . . . . .  
Deferred taxes . . . . . . . . . . . . . . . . . . . . . . .  
Minority interests . . . . . . . . . . . . . . . . .  

Excess of assets over liabilities . . . . . . .  
Represented by: 

First preference shares (ii) . . . . . . . .  
. . . . . .  Second preference shares (iii) 

Common shares (iv) . . . . . . . . . . . .  . . 
Contributed surplus . . . . . . . . . . . . . . .  
Retained earnings . . . . . . . . . . . . . . . . .  

a consolidated earnings of ' 1 
I . n s  
! value of SIW 1 . -  .# * 

each to previous Rio Algom first preference shareholders. . = .;x- ,; 
m) Reflects issue of 8,830,499 8.5% cumulative redeemable second preference shares, series A of the par value of ~ 

j 

$5 each to previous shareholders of Preston common shares. 
= ,  , (iv) Reflects issue of 14,219,428 common shares as follows: 
- 4 (A) 7,596,554 shares to previous common shareholders of Rio AIgom (excluding those shares owned by - .  

Preston): I - - - - ~ - - -  

(8)  6,622,8f shares to previous shareholders of Preston common shares at ratio of 0.7i common share of the 
# \  amalgamated cornration for each Preston share. , , 



Notes to Conalldated Flnsne1.I St.tcwnts 

(b) On January 31,1980 a shareholder of the corporation, formed by the amalgamation of Rio Algom Li i ted  and 
Preston Mies  Limited referred to above, requested the M i t e r  of Consumer and Commercial Relations to cancel 
the wrporation's certificate of amalgamation pursuant to Section 250 of The Business Corporations Act of Ontario. 
On February 7,1980 the Minister informed the shareholder that his request was denied. On March 7,1980 the same 
shareholder filed a notice of appeal from the denial to the Divisional Court. The notice of appeal does not set out the 
relief sought by the shareholder. 

13. b t  replacement cast (unaudited) 
Historically, the impact of inflation on the Corporation's production costs has been generally greater than the 
mrrespondii change in the general price level. In its steel operations the Corporation has historicallv not been able to 
mmpensate for cost increases by increasing selling prices. Inits mining operations selling prices are generally either 
Increased by application of escalation formulae designed to compensate for unit cost increases, or are determined by 
reference to world commoditv orices. 

Due to idation the replacdment of plant and equipment with assets having equivalent productive capacity almost 
always requires a substantially areater capital investment than was reauired to ~urchase the assets which are being . - - 
replaced. - 

The Corporation's annual report on Form 10-K (a copy of which is available upon request) wntains certain specific 
information with respect to year-end replacement wst of inventories and productive capacity of its operations and the 
approximate effect which replacement wst would have had on the computation of depreciation expense for the year, as 
well as the steel operations' wst of sales. 



~ ~ p y l t - l l l ~ l l ~ ~ y  l l l r ~ ~ l l l ~ ~ l ~ l l  - - - Rin Algom Limited and Subsidiaries 

Five Y ear Review (Thousands of dollars) l w ~ ~ )  1978 1977 1976 1975 

Revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Investment and other income . . . . . . . . . . . . . .  

Cost of mine production and steel sales . . . .  
Selling, general and administration . . . . . . .  
Interest expense (note 2) . . . . . . . . . . . . . . . . .  
Depreciation and amortization . . . . . . . . . . . . .  
Exploration . . . . . . . . . . . . . . . . . . . . . . . . . .  

Earnings before taxes and minority interests . . . .  
Income and mining taxes . . . . . . . . . . . . . . . . .  

Minority interests in net earnings of subsidiary 
Net earnings . . . . . . . . . . . . . . . . . . . . . . .  

Produdinn Data 
Uranium in concentrate (pounds - 000's) . . . .  5,454 
Copper in concentrate (pounds - 000's) . . . . .  134,194 
Molybdenum in concentrate (pounds - 000's) . 4,436 
Steel (tons - 000's) . . . . . . . . . . . . . . . . . . . .  193 

Financial Data 
share of common stock 
-Net earnings . . . . . . .  
-Dividends . . . . . . . . .  

- - - Equity . . . . . . . . . . .  
g term debt (000's) . . . . . . . .  

5 Shareholders' equity (000's) . . . . . . . .  
Common shares outstanding (000's) . . 
Capital expenditures (000's) . . . . .  

3 Number of shareholders 
. . . . .  Number of employees 

j Notes: 

(1) As explained in note 9 to the consolidated financial statements the operations of the United States subsidiaries for - 
1979 have not been included in the above information and the net earnings of those U.S. subsidiaries for 1979, 
amounting to $3,520,000, are not included above. Net earnings (losses) of those U.S. subsidiaries for the preceding 
four yean were included in the following amounts: 

1978- $5,541,000; 1976 -$(19,000); 
1977 - $3,290,000; 1975 - $843,000. 

(2) The amounts shown above for interest expense for 1979,1978, 1977,1976 and 1975 do not include interest capitalized 
in the amounts of $957,000, $3,861,000, $4,292,000, $2,351,000 and $930,000, respectively. 

(3) The Poirier copper mine ceased operations June 27,1975. 



Business Segment Data 
The operations of the Corporation and its subsidiaries may be grouped into segments. The primary operations of each 
segment are as follows: 

Business Segment Operations 

Uranium 

Copper-molybdenum 

Steel 

Underground mining and milling 
of uranium ore and sale of 
uranium concentrates. 
Open pit mining and milling of 
copper and molybdenum ore and 
sale of concentrates. 
Manufacture andlor distribution 
of stainless steels, machinery 
and other steels and other 
metal products. 

As explained in Rio Algom's accounting policies the accounts of Rio Algom's two United States subsidiaries have not 
been consolidated with those of Rio Algom after January 1,1979. Accordingly, most of the figures reported in this 
Business Segment Data section for 1979 are not fully comparable with those of prior years; the uranium and steel 
segments are both affected in this respect. 

Revenue from mine producion and sales of steel and other products, by segment, are as follows (all are to unaffiliated 
customers except 1979 steel sales of $9.6 million to a United States subsidiary): i 

Year Ended December 31, 

1979 1978 1977 1976 1975 

(In thousands) 

Uranium . . . . . . . . . . . . . . . . . . . . . . . . . .  $157,206 $153,074 $132,008 $ 93,326 $ 93,416 
Copper-molybdenum . . . . . . . . . . . . . . . . . .  190,572 88,096 75,449 82,940 55,378 
Steel . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  362,951 334,885 279,130 225,345 218,588 
Consolidated $710,729 $576,055 $486,587 $401,611 $367,382 - - 

The operating profit of each segment is as follows: 
Uranium . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 43,265 $ 57,022 $ 58,107 $ 37,270 $ 49,215 1 
Copper-molybdenum . . . . . . . . . . . . . . . . . .  124,2% 30,068 19,281 34,906 13,814 
Steel . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  31,694 32,771 17,733 7,192 19,270 I 

I 
199,255 119,861 95,121 79,368 82,299 

Deduct: 
Exploration . . . . . . . . . . . . . . . . . . . . . . . .  9,063 5,951 6,391 6,827 6,198 
Corporate expenses . . . . . . . . . . . . . . . . . . .  7,224 6,582 6,376 6,064 6,412 
Interest (net) . . . . . . . . . . . . . . . . . . . . . . . .  4,246 2,224 (708) (2,405) 3,827 

20,533 14,757 12,059 10,486 16,437 
ings before taxes and minority interests . . . .  $178,722 $105,104 $ 83,062 $ 68,882 $ 65,862 - - - 

Operating profit is revenue less applicable operating expenses. In computing operating profit none of the following 
items has been deducted: exploration, general corporate expenses, interest expense (net of investment and other income) I 

and minority interests in net earnings of a subsidiary. 
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During the last five years the following products contributed the percentages of consolidated revenue shown: 

1979 1978 1977 1976 - 197: 

Uranium . . . . . . . . . .  . . . .  . . .  22 % 27% 27% 23 % 25 % 
Copper-molybdenum . . . . . . . . . . . . . . . . . . .  27 15 16 

. . . . . . . . . . . . . . . . . . . . . . . .  Stainless steels 20 27 28 26 
Machinery steels . . . . . . . . . . . . . . . . . . . .  12 12 11 8 

. . . . . . . . . . . . . . . . . . . . . . . .  Other products 

Identifiable assets of each segment are as follows: December 31 

1979 1978 1977 1976 1975 

(In thousands) 

Uranium . . . . . . . . . . . . . .  $313,981 $242,902 $171,295 $116,572 $11 

Copper-molybdenum . . . . .  257,208 179,209 188,504 189,875 15 . 
Steel . . . . . . . . . . . . . . . . .  240,673 235,225 212,630 200,147 180,392 

Segment identifiable assets . . . . . .  811,862 657,336 572,429 506,594 468,853 

General corporate assets ....... 47,671 98,891 - 110,216 123,525 72,262 

. . . . . . . . . . . . . . . . . . . . . . . . . .  Total assets $859,533 $756,227 $682,645 $630,119 $541,115 - - - 
Segment identifiable assets are those assets that are used in the operations of each segment. General corporate assets 

are principally cash and short term deposits, investment in and advances to an affiliated corporation and, in 1979, 
investment in and amounts receivable from United States subsidiary corporations. 

Depreciation, depletion and amortization expense of each segment is as follows: 

Uranium . . . . . . .  
Copper-molybdenum . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Steel 
Segment depreciation, depletion and amortization expense . . . . .  
General corporate depreciation . . . . . . . . . . . . . . . . . . . . .  
Total depreciation, depletion and amortization expense . . . . . . . . . . . . . .  

l r- Net capital expenditures of each segment including capitalized interest are as follows: 

. . . . . . . . . . .  Uranium 
Copper-molybdenum . . . . .  
Steel . . . . . . . . . . . . . . . . . . . . . . . . .  
Segment capital expenditures . . . . . . . .  
General corporate capital expenditures . . . . .  

. . . . . .  Total capital expenditures (net) 

Year Ended December 31, 

1979 1978 

(In thousands) 
. . .  $19,529 $13,927 

9,278 9,001 
9,215 9,307 

38,022 32,235 
128 93 

. . .  $ 38,150 $ 32,328 - - 
Year Ended December 31, 

1979 1978 

(In thousands) 
. . .  $ 69,736 $ 77,283 

8,657 4,427 
7,418 4,571 

85,811 86,281 



Supplementary lnformatlon 

Rio Algom's foreign operations are wnducted by subsidiaries in three countries (four countries in 1978 and prior years, 
including the United States of America); domestic divisions make export sales in various parts of the world. Details of 
foreign and domestic revenue are as follows: 

Year Ended December 31, 

1979 1978 1977 

Domestic operations (Canada) (a)(b) . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Foreign operations - United States (except 1979), Australia, United Kingdom 

andMegw . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Consolidated revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

(In thousands) 
$668,827 $489,326 $417,898 

(a) Includes export revenue from sales to unawiated customers (and in 1979 revenue from sales to a United 
States subsidiary) of approximately $347,513,000, $231,830,000 and $185,874,000 
in 1979,1978 and 1977, respectively, as follows: Year Ended December 31, 

1979 1978 1977 

(In thousands) 
$ 92,517 $ 91,708 $ 80,545 Japan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  : . . .  

United States (1979 sales includes sales of $9.6 million to 
a United States subsidiary) . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  United Kingdom 
Othercountries . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  101,993 35,257 15,976 

$347,513 $231,830 $185,874 
- 7  

(b) Does not include revenue from inter-company sales to foreign operations of $1,262,000 in 1979, $19,292,000 in 1978 
and $14,926,000 in 1977. 

Operating profit by domestic and foreign operations is as follows: Year Ended December 31, 

1979 -- 1978 1977 

(In thousands) 

Domestic (Canada) . . . . . . .  $192,386 $105,690 $ 85,385 

Foreign . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6,869 14,171 9,736 

Operating profit of segments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $199,255 $119,861 $ 95,121 . - -  
Identifiable assets of Rio Algom's foreign operations totalled $2$,31i3,000, $60,971,000 and $52,569,000 at December 31, 
1979,1978 and 1977, respectively. 

Price Range of Common Shares and Dividends Paid t 

The following table shows the high and low prices for Rio Algom common shares on The Toronto Stock Exchange and 
dividends paid on these shares during 1979 and 1978. 

1979 1978 Dividends paid per share 

F i t  Quarter . . . . . . . . . . . . . . . . . . . . . . . .  $40 - 34 418 $28 118 - 24 618 1979 May 30 - 75U 
Second Quarter . . . . . . . . . . . . . . . . . . . . . .  37m-31218 33 U8 - 28 118 November 29 - 754 
ThirdQuatter . . . . . . . . . . . . . . . . . . . . . . . .  37 -28 39 2i8 - 31 518 1978 June 29 - 544 
Fourth Quarter . . . . . . . . . . . . . . . . . . . . . . .  32 218 - 25 618 38 418 - 32 418 December 29 - 7% , 



Management Discussion 
and Analysis 
In 1976 earnings before taxes and minority interests 
increased by $3,020,000. Operating profits declined by 
$2,931,000, consisting of decreases of approximately 
$12,000,000 each in steel and uranium offset by a 
$21,000,000 increase in copper. The increase in copper- 
molybdenum profits was due to an increase in copper 
production and slightly higher average copper prices at 
Lornex which was 66.5% owned by Rio Algom. Uranium 
profits were significantly lower since price escalation 
formulae in long term contracts and renegotiation of 
some contract prices were not sufficient to offset 
somewhat lower grades and substantially higher mine 
operating costs. In addition, 1975 earnings had benefitted 
from two spot sales of uranium oxide at then prevailing 
market prices. In the steel operations there was a 
substantial deterioration in earnings caused by depressed 
market conditions, a weaker product mix, reduced profit 
margins due to competitive pressures, a nine week strike 
at the Atlas Steels' Tracy plant and higher operating 
expenses; steel eamings were also affected adversely by 
deterioration in the values of currencies in Mexico, 
Australia and the United Kingdom. Investment and other 
income was higher in 1976 because of a greatly improved 
cash position, higher interest rates earned on funds 
invested in 1976 and the inclusion of the $1.5 million gain 
realized on the sale of the plant and equipment of the 
Mines de Poirier copper mine during the second quarter 
of 1976. Income and mining tax provisions were 
$3,694,000 lower in 1976 mainly because of lower 
earnings in the steel and uranium mining operations. 
Minority interests in net earnings of a subsidiary 
increased by $5,117,000 in 1976 due to the improved net 
earnings of Lornex. 

Earnings before taxes and minority interests were 
$14,180,000 higher in 1977. Operating profits were 
$15,753,000 higher in 1977, comprised of increases of 
$20,837,000 in uranium and $10,541,000 in steel offset by 
a decrease of $15,625,000 in copper-molybdenum profits. 
Uranium earnings increased primarily because of 
renegotiation of export contract prices; a significant 
portion of the increase related to 1976 production. Steel 
profits were higher at the Tracy plant of Atlas Steels and 
in the metal service centres of Atlas Alloys. There were 
marked improvements in operating efficiencies in 1977 at 
the Tracy plant where the 1976 results had been 

1 depressed by a nine week strike and weak markets; the 
metal service centres recorded higher sales volumes and 
modest increases in margins in 1977. Copper- 
molybdenum profits were lower than in 1976 primarily 
because of lower copper prices; expenses were higher as a 
result of escalation in operating costs and increased waste 
removal in the open pit mining operation. Income and 
mining tax provisions were $5,769,000 higher in 1977 
because of higher profits in uranium and steel. Minority 
interests in net earnings of a subsidiary declined by 

- - 

$2,775,000 in 1977 due to lower earnings at Lornex, 
67.2% of which was owned by Rio Algom. 

Earnings before taxes and minority interests increased 
by $22,042,000 in 1978. Operating profits increased by 
$24,740,000, comprised of increases of $15,038,000 in 
steel and $10,787,000 in copper-molybdenum and a 
decrease of $2,085,000 in uranium profits. Steel profits 
were higher at both the Welland and Tracy plants of Atlas 
Steels and in the metal service centres of Atlas Alloys. 
Welland plant earnings were adversely affected in 1977 
and the earlier part of 1978 by delays in attaining 
production and cost objectives for the new melt shop; 
these were achieved in the latter part of 1978. Significant 
improvements in yields and general operating efficiency 
were accomplished at the Tracy plant. The Atlas Alloys 
service centres were able to maintain operating margins 
and achieve significant increases in sales and earnings 
despite continuing strong competition. Copper- 
molybdenum profits were higher than in 1977 due mainly 
to higher copper and molybdenum prices; most of the 
increase in copper prices was a result of the decline in 
value of the Canadian dollar in relation to the U.S. 
dollar. Uranium profits declined slightly in spite of 
increased production; the 1977 uranium earnings had 
been favorably affected by price renegotiations applicable 
in pan to 1976. Also, operating costs increased in 1978, 
including the higher depreciation and amortization 
charges relating to the expanded Quirke operation which 
came on stream in April, 1978. Income and mining taxes 
increased by only $1,013,000 in spite of the $22 million 
increase in pre-tax earnings. The decrease in the effective 
tax rate is mainly attributable to reduced mining taxes on 
lower uranium taxable earnings and increased investment 
tax credits associated with major capital expenditures for 
expansion of uranium operations. Minority interests in 
net earnings of a subsidiary were $2,027,000 higher in 
1978 due to increased earnings at Lornex, 68.1% of which 
is owned by Rio Algom. 

As noted elsewhere in this report the 1979 earnings are 
not fully comparable with those of 1978 because the 
accounts of the Corporation's two United States 
subsidiaries have not been consolidated with those of the 
Corporation after January 1, 1979. In spite of that 
earnings before taxes and minority interests increased by 
$73,618,000 in 1979 over the previous year. Operating 
profits were $79,394,000 higher this year, comprised of an 
increase of $94,228,000 in copper-molybdenum profits 
and decreases of $13,757,000 and $1,077,000 in uranium 
and steel profits, respectively. Pre-tax profits at the 
Lornex copper-molybdenum mine increased substantially 
due primarily to improved prices for molybdenum and 
copper, including higher foreign exchange gains. The 
decline in uranium earnings was principally due to 
increased costs including higher arnortizat~on charges and 
the initial operating costs of the newly developed Panel 



mine and mill which began commercial production in 
November, 1979. The slight decline in steel profits 
occurred primarily because of a nine-monthstrike at the 
Tracy plant of Atlas Steels. The losses sustained at Tracy 
were largely offset by increases in the earnings of the 
WeIland plant of Atlas Steels and of the metal service 
centre operations of Atlas Alloys. Welland plant 
produced additional tonnage of steel in 1979 and selling 
prices were moderately higher; earnings were also 
improved by operation of the new melt shop for the full 
year 1979 at a high level of efficiency. Sales of Atlas 
Alloys increased over the previous year and costs 
continued to be stringently controlled; all service centre 
units recorded increased earnings in 1979. Exploration 
expenditures increased by $3,112,000 in 1979 due to the 
expanded search for new properties. Income and mining 
taxes were $45,889,000 higher in 1979 than in the 
previous year because of higher pre-tax earnings and a 
substantial increase in the effective tax rate caused 
primarily by a change in the proportions of earnings 
among operations taxed at different rates. Minority 
interests in net earnings of a subsidiary increased by 
$13,785,000 in 1979 due to increased earnings at Lornex, 
68.1% of which is owned by Rio Algom. 
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