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Directors' 
Report 

Ner Income 

Dividends 

Cash Flow 

Outlook 

Net Income for 1975 was $709.247 (1 974 - $2.055.375). In 1975 provision was made for 

deferred income taxes of $732.333 (1974 - $987.700) which resulted from timing differen- 

ces in calculating income for financial statements and income tax purposes. The lower than 

expected net income resulted from less fibre production than anticipated because of lower 

mine ore recovery. This resulted from an inability, because of slope stability problems on the 

west pit which were not countered until year end. to open up high grade west zone ore to 

improve the blend of ore during the latter part of the year. 

Preference dividends are on a current basis and were paid, in 1975, in half-yearly instalments 

in July and December. A dividend of 7%C per common share (1 974, 7%) was paid. 

Operations generated $2.238.81 9. against which funds were expended for. purchase of fixed 

assets $665.845. preference and common dividends $1.073.51 1 and redemption of preference 

shares $1,350,000. Working capital decreased to $3,227,447 a t  the end of the year compared 

with $3.61 6,493 a t  the end of 1974. 

Production in 1975 was 69,600 tons of fibre valued a t  $21.389.000 compared with 79.986 

tons and $1 8,249,000 in 1974. During the year 63.787 tons were shipped (1 974 - 75.941 

tons). 

Results for 1976 are projected to significantly exceed those for 1975. 

On behalf ( )f the Board 

Chairman of rhe Board and President 

May 3, 1976. 



ADVOCATE MINES LIMITED 

Consolidated FOR THE YEAR ENDED DECEMBER 31.1975 

Statement of (wirh cornpararive figures for 1974) 

Earnings 
Value of fibre produced. . . . . . . . . . . . . . . . . . . . . . . . . . . .  

LESS 
Operating costs. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Interest. 
Depreciation of equipment. . . . . . . . . . . . . . . . . . . . . . . .  
Amortization of mine development costs. . . . . . . . . . . . . . .  
Exploration expenses. . . . . . . . . . . . . . . . . . . . . . . . . . .  

Consolidated 
Statement of 
Retained 
Earnings 

Net earnings before taxes and extraordinary item. . . . . . . . .  

Provision for income and mining taxes 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Current 

Deferred . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Net earnings before extraordinary item. . . . . . . . . . . . . . . . .  
Extraordinary item 
Capital gift to school boards. net of applicable deferred taxes 

of$175,152 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Net earnings for the year. . . . . . . . . . . . . . . . . . . . . . . .  

Earnings per common share after providing for preference 
dividends earned of $623.51 1 (1 974 - $679,804) . . . . .  

Net earnings before extraordinary item . . . . . . . . . . . . . . .  

Net earnings for the year. . . . . . . . . . . . . . . . . . . . . . . . . . .  

FOR THE YEAR ENDED DECEMBER 31.1976 

(with cornparar;ve figures for :974) 

Balance, beginning of year 

. . . . . . . .  Net earnings. 

DIVIDENDS PAID 

Preference. . . . . . . . . . . . . .  

Common . . . . . . . . . . . . . . . . .  

Balance, end of yea1 



ADVOCATE MINES LIMITED 
(Incorporated under the Laws of Ontario) 

Consolidated DECEMBER 31.1975 

Balance Sheet (with cornparark figures for 1974) 

ASSETS 

CURRENT ASSETS 

Cash. . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Accounts receivable. 5,232,583 1.478.889 

Fibre inventory - at net realizable value. . . . . . . . . . . . . . .  6,421,145 3,698.040 

Stores and supplies - at cost .  . . . . . . . . . . . . . . . . . . . . . .  2.41 8,594 2.730.91 5 

Prepaid expenses. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  38.1 44 37,785 

$1 4.276.1 26 $ 8.034.81 2 

MINING PROPERTIES A N D  RIGHTS - A T  COST (Note 2) $ 75,000 $ 75,000 

FIXED ASSETS 

Property, plant and equipment - at cost .  . . . . . . . . . . . . .  $24,327,021 $23,821.1 33 

. . . . . . . . . . . . . . . . . . . . . .  Less: Accumulated depreciation 8,894,705 8.1 93.678 

$1 5,432.31 6 $1 5,627,455 

OTHER ASSETS 

Advance t o  school boards. . . . . . . . . . . . . . . . . . . . . . . . . .  $ 401,238 $ 859.1 36 

Mine development costs less amounts written o f f .  . . . . . . .  2,507,595 2,622,595 

$ 2,908,833 $ 3,481,731 

Approved on behalf of the Board: 

fRE c< Director 



LIABILITIES 

CURRENT LIABILITIES 

Bank loans - secured (Note 4 ) .  . . . . . . . . . . . . . . . . . . . .  

Accounts payable. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Income and miriing taxes payable. . . . . . . . . . . . . . . . . . . . .  

Miscellaneous taxes payable. . . . . . . . . . . . . . . . . . . . . . . . .  

Due on redemption of preferred shares. . . . . . . . . . . . . . . . .  

Deferred Taxes (Note 3) 

SHAREHOLDERS' EQUITY 

Capital (Note 5) 

Authorized. Issued and Fully Paid 

125,058 4%% cumulative, redeemable preference shares of 

$100 par value (1 974 - 138.558) . . . . . . . . . . . . . . . .  

6,000,000 common shares of $1 par value. . . . . . . . . . . . .  

Less: Discount on common shares. . . . .  

Retained Earnings. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

The attached notes form an integral pan of these financial statements. 



ADVOCATE MINES LIMITED 

Consolidated FOR THE YEAR ENDED DECEMBER 31.1975 
(with cornpararive figures for 7974) 

Statement of 
Changes in FUNDS WERE PROVIDED BY: 
Financial OPERATIONS 

Position Netearnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Add: Expenses not requiring an outlay of funds: 

. . 
Deprec~at~on . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Amortization of mine development costs. . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . .  Loss on sale of fixed assets. 
Deferred income taxes 

On earnings before extraordinary item. . . . . . . . . . . . . . . . .  
Reduction applicable to extraordinary item. . . . . . . . . . . . .  

Reduction of advance to school boards 
Proceeds on sale of fixed assets. . . . . .  

FUNDS WERE USED FOR: 

Purchase of fixed assets. . . . . . . . .  
Preference dividends. . . . . . . . . . .  

Common dividends. . . . . . . . . . . .  
Redemption of preference shares. . 

Increase (decrease) in working capital. . . . . . . . . . . . . . . . . . .  
Working capital. beginning of period. . . . . . . . . . . . . . . . . . . .  
Working capital. end of period. . . . . . . . . . . . . . . . . . . . . . . . .  



ADVOCATE MINES LIMITED 

Notes t o  
Consolidated 
Financial 
Statements 

DECEMBER 31.1975 

1. ACCOUNTING POLICIES 
The accounting policies of the Company are in accordance with generally accepted 
accounting principles and their basis of application is consistent with that of the 
previous year. Outlined below are those policies considered particularly significant. 

(a) Consolidation 
The consolidated financial statements combine the accounts of the company with 
those of its wholly owned subsidiary, Advocate Concessions Exploration Company 
Limited. 

(b) Determination of Income and Valuation of Inventories 
The determination of income based on value of production is considered 
appropriate because 

(i) annual fibre production is covered by sales commitments: 

(ii) annual sales could vary depending upon the length of the shipping season 
and availability of vessels. 

Accordingly, the fibre inventory is valued at net realizable value determined by 
using net selling price at the end of the year and value of production is deter- 
mined by using average net selling prices throughout the year. 

(c) Fixed Assets 
Fixed assets are stated a t  acquisition cost. Depreciation of $850,000 (1 974 - 
$850,000) is provided on a straight-line basis. using the lesser of the expected 
life of the asset or the mine life. Based on ore reserves and current production. 
the mine life is approximately 23 years from 1975. 
The Company leases various types of mine equipment with terms which 
approximate their estimated useful life and with options to purchase. The lease 
expenses for 1975 were $986,400 (1 974 - $1.1 10,700). 

(d) Mine Development Costs 
All costs incurred in developing and placing the mine in production have been 
capitalized. The annual amortization of these costs is based on ore reserves and 
tons mined. 

(e) Income Taxes 
The company follows the tax allocation method of accounting with respect to 
all timing differences between reported net income and taxable income. 
The deferred taxes on these timing differences pertain to the following: 

i) the adjustment of the fibre inventory valuation to the lower of cost and net 
realizable value for income tax purposes; 

ii) excess depreciation on fixed assets as recorded in the accounts over the 
amount claimed for income tax purposes: 

iii) excess amortization of mine development costs as claimed for income tax 
purposes over the amount recorded in the accounts. 



MINING PROPERTIES AND RIGHTS 

The Company holds 
Two 50 year mining leases covering 623 acres expiring in the years 2014 and 
201 9 respectively where the Company is carrying on its present mining operations. 

One development license covering two square miles which expires on June 4, 
1979. 
One development license covering three square miles, expiring on June 4, 1979 
held subject to a 20% non assessable undivided interest to others in any asbestos 
minerals discovered therein and reserving to Advocate a 20% non assessable 
undivided interest in any minerals other than asbestos discovered therein. 

Eight mining claims under option to Consolidated Rambler Mines Limited. In the 
event the option i s  exercised, Advocate will receive 20% of the net profits 
(as defined) from all mining operations thereon after recovery of the exploration 
and preproduction expenses. 

Three development licenses. covering thirty square miles and expiring on June 4, 
1979, and twenty-eight mining claims all held under an agreement with Selco 
Mining Corporation Limited whereby Advocate has a 7%% non assessable 
undivided interest in the mining property and a right to a further 5% undivided 
interest upon paying 5% of the cost of bringing any designated mine into 
production. 

A 10% interest in the net proceeds (as defined) from the future operation of 48 
mining claims managed and controlled by Consolidated Rambler Mines Limited 
after recovery of all expenditures made in exploring, developing, equipping and 
bringing the properly into production. Consolidated Rambler Mines Limited may 
terminate the agreement at any time. So long as the agreement remains in effect 
and the property has not been brought into commercial production, Advocate 
Mines Limited will receive advances against future share of the net proceeds of 
$1 2.500 per annum for 1980 to 1983 inclusive and $25.000 per annum for 
1984 onward. 

3. REASSESSMENT OF INCOME TAXES 
The Department of National Revenue has issued reassessments for all taxation years 
to 1969 and have treated development expenses of $4.3 million incurred in the tax 
exempt period 1963-66 as current operating expenses of those years. In the opinion of 
Counsel, the Company was entitled to claim these expenses in the years 1968 and 
1969. An appeal to the Federal Court has been lodged but no date has been set for 
the trial. The cash outlay for the reassessment was nominal as the company claimed 
additional depreciation for tax purposes to offset the disallowance of the development 
expenses. 
The deferred taxes as shown in the financial statements has been calculated on the 
basis that the appeal by the Company of the above mentioned reassessment is 
successful. 
In the event that the reassessment is upheld by the Federal Court. the accumulated 
provision for deferred taxes a t  December 31, 1975 would be $2.940.100 with $557.000 
and $1,251,000 applicable to 1975 and 1974 respectively and the residual amount 
applicable to prior years. 



4. BANK LOAN 
The bank loans, which are repayable on demand, are secured by two debentures dated 
April 1963 in the total amount of ~7,000,000. registered in the names of the Canadian 
Imperial Bank of Commerce and the Bank of Nova Scotia with a first floating charge 
on all the company's undertaking. property and assets. 

5. REDEMPTION OF PREFERENCE SHARES 

Pursuant to the Financing Agreement dated September 28. 1958. the Company has 
agreed to redeem the preference shares from 75% of the annual cash flow after 
provision for working capital, additions to plant and equipment and payment of 
preference dividends. The balance is  available for the payment of dividends on common 
shares. As of December 31, 1975, preference dividends were on a current basis. During 
the year. the company redeemed 13.500 preference shares a t  par value ($1,350.000). 
Common dividends of $450,000 were paid in 1975. 

6. LONG-TERM COMMITMENTS 
The company is obligated in respect of long-term leases for mine equipment with 
expiry dates extending until 1984. The aggregate liability over the balance of the term 
of the leases is $4,949,000 of which $1.1 12,000 is applicable in 1976. 

7. REMUNERATION OF DIRECTORS AND OFFICERS 
The aggregate remuneration paid to the directors and the five highest paid employees 
of the company for 1975 was $1 26,200 (1 974 - $1 35,200). 

Auditors' 
Report to the 
Shareholder* We have examined the consolidated balance sheet of ADVOCATE MINES LIMITED and 

its wholly owned subsidiary as at December 31. 1975 and consolidated statements of 
earnings, retained earnings and changes in financial position for the year then ended. Our 
examination included a general review of the accounting procedures and such tests of 
accounting records and other supporting evidence as we considered necessary in the 
circumstances. a 

In our opinion these consolidated financial statements present fairly the financial position 
of the companies as at December 31. 1975 and the results of their operations and the 
changes in their financial position for the year then ended, in accordance with generally 
accepted accounting principles applied on a basis consistent with that of the preceding 
year. 

Toronto, Ontario, 
February 5. 1976. Chartered Accountants 



Report of the To the President and Directors of 

Manager ADVOCATE MINES LIMITED 

We. as the managers of your operations a t  Baie Verte. Newfoundland, report hereunder for 
the year 1975: 

Production 1975 1974 
Days Operated. . . . . . . . . . . . . . . . . . . . . . . . . . . .  342% 337% 
Tons A-25 Produced. . . . . . . . . . . . . . . . . . . . . . .  56.1 00  73.227 
Tons A-35 Produced. . . . . . . . . . . . . . . . . . . . . . .  1 3,500 6,759 
Concentrated Ore Mi l led. . . . . . . . . . . . . . . . . . . .  1.507.342 1.279.100 
Ore t o  Crusher. . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,444,841 2.1 43,000 
Ore to Stockpi le. .  . . . . . . . . . . . . . . . . . . . . . . . . .  364,700 555,000 
Ore from Stockpile. . . . . . . . . . . . . . . . . . . . . . . . .  174,241 322.1 00  
Waste to Dump.  . . . . . . . . . . . . . . . . . . . . . . . . .  7,646,300 7,446,500 
Waste t o  Roads. . . . . . . . . . . . . . . . . . . . . . . . . . .  509,700 381,500 
Waste t o  Ore Ratio. . . . . . . . . . . . . . . . . . . . . . . .  2.9:l 3.1 3: l  
Recovery Mine Ore. . . . . . . . . . . . . . . . . . . . . .  2.85% 3.73% 

Pi t  Equipment A 6 c.y. front end loader. 45R rotary drill, and a mobile secondary drill. which were ordered 
in 1974, were delivered in 1975. Additional major equipment received in 1975 was a 1 0  
c.y. front end loader and a D - 8  bulldozer. Al l  equipment. w i th  the exception o f  the 
secondary drill. is on lease purchase agreements. 

In conjunction wi th  the revision o f  the five year mining plan, equipment requirements were 
assessed based on the need for increased labour productivity. As a result, equipment for 
additions and future replacements wi l l  be larger in capacity. Because o f  increasing waste 
tonnage removal starting in 1976. orders were placed for additional equipment in November 
and included: a) 1 -1  5 c .y  front end loader for January 1976 delivery, b) 4-100 ton trucks 
for January 1976 delivery. c) 1 1  2 c y .  electric shovel for mid 1976 delivery. and d) 4-1 00  
ton trucks for mid 1976 delivery. 

Costs of new equipment which had escalated rapidly during the past t w o  years showed 
some signs o f  levelling off and indeed some o f  the equipment purchased for 1976 
deliveries was negotiated at a firm price. 

Mining The reduction in fibre production is a reflection of lower mine ore recovery. The 2.85 per 
cent average was significantly lower than the average grade of ore mined since operations 
started in 1963. As mentioned in the 1974 Annual Report. plans were implemented t o  open 
u p  high grade west zone ore t o  improve the blend of ore during the latter part of the year. 
However, because o f  slope stability problems in the west pit, the plan was delayed and 
only at year end was this development sufficiently advanced to supply high grade ore. 

In mid-year the five-year mining plan was revised. The new plan calls for an acceleration of 
the waste removal to mine an additional 7.000.000 tons of waste over a three-year period, 
starting in 1976. 

The main benefits of the plan are: 1 )  improved mlning flexibility to give more operating 
room for major mining equipment and 2) improved ore availability. A slight increase in fibre 
production is planned when these benefits are fully realized in 1978. 

Crushing. Dry ing The only major equipment added to this system in  1975 was t w o  pressure packers. 
and  Milling Facilities 

Significant modifications include: 1 )  The replacement o f  the existing three 40-inch 
impactors in the secondary crushing bv a sinale larder unit. This installation wi l l  both 
red-ce rn? ntctlance cost of  rn? rn6actmg clrc- t a& g .c .mprovea a k a  a b ~  11 Tne 
s r i iv f ea f or,.!nr A 11 a so res, 1 n rnorovea env ron nrtira rondmons Tti s no re  .s 
currently in progress and is expected t o  be completed by the end of March 1976. 2) 
thirty-five degree troughing idlers are being installed on a number o f  conveyors in  the mill 
and crusher to give improved environmental control. 

Work has started to relocate tailings conveyor T-3 t o  gain access t o  additional disposal area 
as required during interruptions on the main disposal head~ng. Work is also in  progress to 
install the first section of a new conveyor extension (T-8) on the main disposal heading. 



Ore Reserves At December 31, 1975, reserves amounted to 50,091,000 tons. During 1975. only 
1,324,000 tons of ore were mined from the ore reserves. An additional 1.31 1.000 tons of 
ore were mined outside the ore contacts as defined by diamond drilling. As in the past. 
most of this ore was from areas that were previously outlined as trace fibre zones contiguous 
with the main fibre zones. 

Environmental Control In 1975 the Newfoundland Department of Mines and Energy changed their method of 
measuring asbestos dust emissions and are now using the membrane filter method. 

Increased emphasis was placed on environmental control and dust surveys showed a 
decided improvement. Both Federal and Provincial environmentalists made several visits to 
the plant and have commented favourably on our planned program for control of dust 
emissions. 

Shipping 

Personnel 

General 

Inventories remained high throughout the year due to the large amount of refeed fibre. At 
year end. fibre inventory was 16,764.75 tons of A-25 and 5.30300 tons of A-35. In total. 
the inventory was approximately 6,000 tons higher than 1974 year-end. 

52.557.00 tons of A-25 fibre and 11,23000 tons of A-35 fibre were shipped in 1975. 

At year end there were 51 3 employees of which 69 were staff and 444 were hourly. During 
1975. two apprentices graduated as certified journeymen and 14 employees joined the plan 
for a total apprenticeship enrollment of 38. 

The Comoanv and the Union maintained aood relations durina the first year of the new , . 
Collect ve Agrccmcnt. Tnr use of s nglc arb trators from a I qr Zcceptao Q lo both part es 
worI(co vetv well Al ar cvanccs wrre qettlco s3t  sfactor ly A tn rrlr excepton of  one wrilcn 
is slated for'arbitratio; 

The Company continues to take all appropriate environmental measures, having regard to the 
health of the employees, residents of the Baie Verte area and the environment generally. 

The management of your mine is very pleased to acknowledge the cooperation of the 
Directors and the Officers of the Company during the year. 

Respectfully submitted. 

CANADIAN JOH NS-MANVILLE COMPANY, LIMITED 

U ' J. R. M. Hutcheson 
Chairman of the Board 



Five Year Financial Summary 

FOR THE YEAR (in thousands) 

Value o f  fibre produced. . . . . . . . . . . . . .  

Operating costs. . . . . . . . . . . . . . . . . . . . . .  

Amortization and depreciation . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . .  Exploration. 
Interest. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Gift t o  school board..  . . . . . . . . . . . . . . . .  

. . . .  Provision for income and mining taxes. 

Net lncome . . . . . . . . . . . . . . . . . . . . . . . . . .  

Provision for cumulative preference dividend 

. . . . .  Net income to common shareholders. 

Pershare . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Funds generated. . . . . . . . . . . . . . . . . . . . . .  

Per share. . . . . . . . . . . . . . . . . . . . . . . . . . .  

Funds applied 
Preference dividend . . . . . . . . . . . . . . . . . .  

Common dividend. . . . . . . . . . . . . . . . . . . .  

. . . . . . . . .  Redemption o f  preferred shares. 
Fixed Assets. . . . . . . . . . . . . . . . . . . . . . . . .  

AT  THE YEAR END (in thousands) 
Working capital. . . . . . . . . . . . . . . . . . . . .  

Fixed assets. . . . . . . . . . . . . . . . . . . . . . . . .  
Preproduction and mine development. . . . .  

Other assets. . . . . . . . . . . . . . . . . . . . .  

. . . . . .  Less: Deferred taxes. 

. .  Total shareholders' equity. 
Preference shares, par value 

Common shares, book value 

Common shares. net value. . 

Per share. . . . . . . . . . . . . . .  

PRODUCTION 
Fibre produced (tons) A -25 .  . . . . . . . . . . .  

A -35 .  . . . . . . . . . . . .  

Material mined (thousands of tons) 
Ore . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Waste and overburden. . . . . . . . . . . . . . . . .  

Waste t o  ore ratio. . . . . . . . . . .  

. . . .  Recovery from ore crushed. 

Ore reserves (thousands of tons) 






