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Corporate Profile 

Advocate Mines Limited ownsand operatesan open-pit asbestos mineand mill complexat Baie Verte 
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Directors' Report 

The year ended December 31, 1980 repre- 
sented a major financial and operational turn- 
around for your Corporation. Net earnings for 
1980 were $1,633,630 or $.27 per share, a vast 
improvement over the 1979 loss of $10.3 million 
($1.72 per share). The 1979 deficit of $3.8 million 
has been reduced to $2.2 million and as at 
December 31, 1980 the working capital deficiency 
was $1.9 million as compared with a working capi- 
tal deficiency of $ i  1.8 million at the end of 1979. 
The reasons for the 1980 improvements are as 
follows: 

increased fibre production ($47 million in 
1980 vs. $31 million in 1979); 
increased fibre recoveries (3.54% in 1980 
vs. 2.78% in 1979); 
cost reductions in all areas; 
increased fibre prices and ability to sell all 
fibre production; and 
share of net profits from Consolidated Ram- 
bler Mines Limited's Ming Extension opera- 
tion of $1 6 million. 

These results could not have been achieved 
without the overall dedication and effort of man- 
agement and all of Advocate's employees and the 
cooperation of customers and major sharehold- 
ers. In particular your General Manager, Johns- 
Manvile Canada lnc., and Mine Manager, Mr. E. B. 
McKenna, are to be commended for superb 
efforts. The agreement by the Corporation's two 
majorcustomerstoa surcharge on Advocatefibre 
prices, the injection by certain major shareholders 
and others of $1 0 million in long term debt and the 
agreement by your Managers to defer manage- 

ment fees allowed the Corporation to implement 
operational improvements and continue with its 
long range mining plan which includes the full 
development of the western portion of the Advo- 
cate ore bodies. The 1980 productivity and effi- 
ciency achievements augur well for the future, it 
being projected that your Corporation will continue 
to be profitable and should, in 1981, eliminate its 
deficit. This will require a continuing concerted 
effort by all. 

It must be pointed out that 1980's gains were 
not made at the expense of Advocate's continuing 
commitment to maintain and wherever possible 
improve environmental conditions in working 
areas and in the Baie Verte community. During 
1980 theemployeechange-house wascompleted 
and commissioned, an improved dust control sys- 
tem in the dry rock storage building was installed 
and environmental conditions in the drying and 
secondary crushing areas were upgraded. 

Your attention is directed to the accompany- 
ing General Manager's Report, Consolidated 
Financial Statements and Five Year Firiar~cial 
Summary. 

On behalf of the Board 

E. R.  E. Carter, 
Chairman of the Board and President 

March 30, 1981 



Report of the Manager on 1980 Operations 

To the President and Directors of time to milling operations. This problem area is 
Advocate Mines Limited now considered to be under relative control. 

Extreme attention was paid to the control of the 

~~~t year's Manager's ~~~~~t discussed the milling Process and this, in part, contributed to the 

changes that were made in 1979 in the mining, higher percentage of fibre recovered from ore. 

milling and maintenance departments in order to 
establish a solid base from whch to rebuild your 
Corporation. This base plus a sustained effort from Maintenance 

Of Ou r  personnel, in a dramatic The programs initiated by the plant engineer who 
improvement in operations in 1980. The level of joined the Corporation in , 979, resulted in maior 
operations achieved in 1980 was significantly be t  improvements in the maintenance in 
ter than originally anticipated atthe end of 1979. It 980 ,  Specifically these programs involved 
is expected that the recovery Program will con- improvement in work planning, preventive main. . tlnue in 1 YUI tenance, component spares and personnel re- 

Mining 

Mining plans called for the removal of 15.5 million 
tonnes of material in 1980. Although the total 
amount actually moved in 1980 was only 
1 4  million tonnes, this was still the second best 
year in the mine's history. The shortfall from plan 
was not entirely unintentional. Due to close super- 
vis~on of mining operations, it was possible to 
extend ore supplies through careful selection and 
control over dilution. This made it possible to main- 
tain the waste to ore ratio in the mining plan and 
the total tonnes mined were then reduced in order 
to control costs. Work on the improvement of mine 
roads continued throughout the year in spite of 
adverse weather conditions. A major drilling pro- 
gram was undertaken in 1980 which, at a cost of 
$500,000 essentially confirmed the geologists' 
configuration of the orebody and placed all of the 
ore in our five-year mining plan in the proven cate- 
gory. A portion of the proposed drilling in the west 
zone could not be completed due to flooding and 
this work was scheduled for completion early in 
1981. Further drilling will be required in later years 
to put ore beyond the present five-year plan in the 
proven category. At the end of 1980 ore reserves 
were 26.9 million tonnes, however. preliminary 
results from the continuing geological re- 
evaluation of the orebody indicate that ore reserves 
should be increased by several million tonnes. 

Milling 

The primary crusher continued, at times during 
the year, to be a cause of excessive delays in the 
movement of ore to the mill. Several major over- 
hauls were undertaken on various components, 
some of which resulted in several days of down- 

organization and responsibility. It is intended to 
bring these programs to a h~gher degreeof sophis- 
tication in 1981 

Costs 

Probably the most significant single factor in our 
1980 operating year was cost control. While the 
costs of maintenance materials for our mining 
equipment, Bunker"C"fue1 for drying operations, 
diesel fuel for haulage trucks, electricity and labour 
rates were increasing at a much higher rate, Advo- 
cate's overall costs increased by only 9.3% while 
mining at a greater depth and producing a larger 
volume of fibre than in 1979. This successful con- 
trol over costs was a result of efforts both by the 
management staff and the hourly work force. 

Environment 

The construction of the employee change-house 
was completed in 1980 and it has proven to be an 
invaluable asset. This facility, provided forthe bene- 
fit of employees, is second to none and they have 
responded by keeping it in the samecondition as it 
was on opening day. A major dust control installa- 
tion in thedry rockstorage building wascompleted 
during the year. The secondary crusher and dryer 
building was also improved environmentally, par- 
ticularly through the removal of surplus and 
unused equipment. 

Mine Manager 

The mine site operated throughout the year under 
the continued managementof Mr. E. B .  McKenna. 
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His personaleffort and dedication is to a large Most notable in this improved performance was 
degree, the reason for our much improved per- the A-25fibre recovery at 2 . 9 9 % ~ ~ .  2.28% in 1979. 
formance in 1980. 

Labour Relations 
Fibre Production Labour relations were conducted in a responsible 
The most dramatic improvement in 1980 over manner throughout the year. The President of our 
1979 was the increase in fibre production. Total union local and the hourly employees worked with 
A-25 grade fibre produced in 1980 was 59,993 management to improve Advocate's competitive 
tonnes vs. 48,127 tonnes in the previous year. position. 

A-25 produced 
A-35 produced 
Material mined 
Ore crushed 
Ore reserves 
A-25 recovery 

JOHNS-MANVILLE CANADA INC., 

Operating Data 
1980 
- 

59,993 tonnes 
1 1,104 tonnes 

14,000,900 tonnes 
2,008,300 tonnes 

26,850,000 tonnes 
2.99% 

1979 - 
48,127 tonnes 
11,279 tonnes 

14,985,100 tonnes 
2,107,000 tonnes 

28,900,000 tonnes 
2.28% 

J. P. Power 
We-President 

March 4, 1981 



ADVOCATE MINES LIMITED 

Consolidated Statement of Earnings 
FOR THE YEAR ENDED DECEMBER 31,1980 
(with comparative figures for 1979) 

Value of fibre produced. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Profit participation - Note 13 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

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

Interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Depreciation of equipment.. . . . . . . . . . . . . . . . . . . . . .  
Amortization of mine development costs . . . . . . . . . . .  

Special allowance for depreciation and amortization 

Net earnings [loss) before taxes and extraordinary item 

. . . . . . . . .  

Note 15 

Provision for (recovery of] income and mining taxes 
Current . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

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

Net earnings [loss) before extraordinary item . . . . . . . . . . . . . . . . . . . .  

Income tax reduction realized on the application of prior years' losses 

Net earnings [loss) for the year. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Net earnings (loss) per common share 
Before extraordinary item . . . . . . . . . . . .  

After extraordinary item 

Consolidated Statement of Deficit 
FOR THE YEAR ENDED DECEMBER 31,1980 
(with comparative figures for 1979) 

1980 1979 

Deficit [Retained Earnings) - beginnmg of year. . . . . . . . . . . . . . . . .  $ 3,855,402 $( 6,445,871) 
Less: Net earnings (loss) - for the year. .  . . . . . . . . . . . . . . . . . . . . .  1,633,630 (10,301,273) 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Deficit - end of year. .  $ 2,221,772 $ 3,855,402 

The attached notes are an integral part of these financial statements 
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I ADVOCATE MINES LIMITED 
(incorporated under the laws of Ontarlo) 

Consolidated Balance Sheet 
DECEMBER 31,1980 
(with comparative figures for 1979) 

ASSETS 

CURRENT ASSETS 
Cash 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Accounts receivable. 
Income and mining taxes receivable. . . . . . . . . . . . . . . . . . . . . . . . . . .  

Fibre inventory. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Storesandsupplies 
Prepaidexpenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

MINING PROPERTIES AND RIGHTS - Note 2 . . . . . . . . . . . . . . . . . .  

FIXED ASSETS 
Property, plant and equipment. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Less: Accumulated depreciation 

OTHER ASSETS 
Mine development costs less amounts written off. . . . . . . . . . . . . . . . .  

Deferred cost recoveries - Note 12 . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Approved on behalf of the Board: 

* Director 



LIABILITIES 

CURRENT LIABILITIES 
Bank loans - secured - Note 3 .  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Accounts payable and accrued liabilities. . . . . . . . . . . . . . . . . . . . . . . .  

Current portion of long term deb t . .  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Deferredtaxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

LONG TERM LIABILITIES 
Bank loans and credits - Note 3 . . . . . . . . . . . . . . . . . . . . .  

Conditional sales contract - Note 4 . . . . . . . . . . . . . . . . . . .  

Other loans - Note 5 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

DEFERRED TAXES . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

SHAREHOLDERS' DEFICIT 
Capital 

Authorized and Issued 
6,000.000 Common shares of $1 par value..  . . . . . . . . . . . . . . . . . .  $ 6,000,000 $ 6,000,000 
Less: Discount on common shares.,  . . . . . . . . . . . . . . . . . . . . . . . .  3,817,995 3,817.995 

$ 2,182,005 $ 2,182,005 
Deficit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,221,772 3,855,402 

$ (39,767) $ (1,673,397) 

$35,517,473 $30,708,301 

The attached notes are an integral part of these financial statements. 



ADVOCATE MINES LIMITED 

Consolidated Statement of Changes in Financial Position 
FOR THE YEAR ENDED DECEMBER 31.1980 
(mth comparative figures for 1979) 

SOURCE OF WORKING CAPITAL: 
Provided from operations - Note 16 . . . . . . . . . . . . . . . . . . . . . . . . . .  

Proceeds on sale of fixed assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Longtermdebt 
Extraordinary item - Income tax reduction realized on the application 

of prior years' losses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

USE OF WORKING CAPITAL: 
Applied to operations - Note 16 . . . . . . . . . . . . . . . . . . . .  

Purchase of fixed assets . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Reduction of long term debt. . . . . . . . . . . . . . . . . . . . . . .  

Increase (decrease) in working capital . . . . . . . . . . . . . . . . . .  

Deficiency - beginning of period. . . . . . . . . . . . . . . . . . . . . .  

Deficiency - end of period . . . . . . . . . . . . . . . . . . . . . . . . . . .  

The attached notes are an integral part of these financial statements. 

Auditors' Report to the Shareholders 

We have examined the consolidated balance sheet of Advocate Mines Limited as at December 31, 
1980 and the consolidated statements of earnings, deficit 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 circumstances. 

In our opinion, these consolidated financial statements present fairly the financial position of the 
company as at December 31, 1980 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 
consistent w~th that of the preceding year. 

Toronto. Ontario 
January 30, 1981 

Loftus A. Allen & Co. 
Chartered Accountants 



ADVOCATE MINES LIMITED 

Notes to Consolidated Financial Statements 
DECEMBER 31,1980 

1 ACCOUNTING POLICIES 
(a) Consolidation 

The consolidated financial statements combine 
the accounts of the Company with those of its 
wholly owned subsc~ary Advocate Conces- 
sions Exploration Company Lim~ted 

(b) Determination of Income and Valuation of 
Inventories 
The determination of income based on value 
of production is considered appropriate be- 
cause 
(i) annual fibre production is covered by sales 

commitments; and 
(ii) annual sales could vary depending upon 

the length of shipping season and availa- 
bility 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 the value of 
production is determined by using average net 
selling prices throughout the year. 

(c) Fixed Assets 
Fixed assets are stated at acquisition cost. 
Depreciation expense was provided for the year 
on a straight-line basis, using the lesser of the 
expected life of the asset or the mine life. Based 
on ore resarves and current production, the 
mine life 1s approximately 13 years from 1980, 

(d) Capitalization of Lease Obligations 
The Company leases with options to purchase. 
various types of mine equipment where the 
lease period approximates the estimated useful 
life 
Where there is evidence that substantially all the 
benefits and risks of ownership have been trans- 
ferred to the lessee, The Canadian institute of 
Chartered Accountants now requires with 
respect to those leases entered into after Janu- 
ary 1 ,  1979 that: 
(I) the leased equipment be accounted for as 

assets: and 
( i )  the future obligation under the leases be 

accounted for as a liability, 

The Company has adopted this recommenda- 
tion on a prospective basis. Amortization of 
leased equipment wiil be provided on a basis 
that is consistent with the depreciation policy 
for other slmilar assets. 

(e l  Mine Development Costs 
All costs incurred in developing and placing the 
mine in production have been capitalized and 

amortized on the basis of ore reserves and ton- 
nes mined. 

(f) Income Taxes 
The Company follows the tax allocation method 

income regardless of when transactions are 
recognized for tax purposes 

Non-current deferred income taxes on the bal- 
ancesheet result principally from claiming capi- 
tal cost allowance and mine development costs 
for tax purposes in excess of depreciation and 
amortization provided in these financial state- 
ments. Current deferred Income taxes result 
principaliy from recording fibre inventory at net 
realizable value for accounting purposes and at 
cost for tax purposes. 
Provincial mining taxes are calculated on net 
income and are therefore inciuded with provs- 
ions for Federal and Provincial income taxes. 

2. MINING PROPERTIES AND RIGHTS 
The Company holds: 
(a) Two 50 year mining leases covering 623 acres 

expiring in the years 2014 and 2019 respec- 
tively where the Company iscarrying on its pres- 
ent mining operations. 

[b) A 20% Interest in the net profits (as defined) 
from all mining operations carried on by Con- 
solidated Rambler Mines Limited on two 21 year 
mining leases (known as the Ming Extension), 
after recovery of all exploration and preproduc- 
tion expenses incurred by that company. 

(c) One extended licence (covering 16 mining 
clams) held under an agreement with Seco 
Mining Corporation Limited under which 
Advocate has with respect to mining operations 
above the 2300foot level 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. With respect to mining 
operations below the 2300 foot level. Advocate 
IS entitled to a royalty equal to 17%% of the net 
profits from the sale of ail ores. 

(d l  Approximately 500 acres of land held in fee 
simple on which the Company's dock, m i l .  
office. garage and houses are located 

3 BANK LOAN AND CREDITS 
The bank operating loan bank term credtt and 
bankers acceptances credits are secured by a deben 
turedated November 15 1976 in thetota amountof 
$22 000 000 registered in the names of Canadian 
Imperial Bank of Commerce and the Bank of Nova 



Scotia constituting a first floating charge on all the 
Company's undertakinas, property and assets. 
1 I ~ C  om. cpcr31 nq oan s -epa/dc e on oenana 
ilnn s s-o ec: lo ;nnAi re. en nreres' s pa,ao e a! 
the banks' minimum lending rate. 
The bankers' acceptances credit provides for repay- 
ments at $750,000 per annum subject to review in 
1982. The interest payable and the service feeon the 
bankers' acceptances credit is the current rate in 
effect from time to time. 
If at any time no market exists for bankers' accep- 
tances so that Advocate is unable to issue bankers' 
scceptances, the amount of such bankers' accep- 
tances shall be advanced by the banks to Advocate 
as a bank term credit 
The detail of the outstanding amount as shown on 
the balance sheet is: 
Bankers' acceptances credits $5,800,000 
lnstalments due and shown as a 

current liability - 
due December 1981 750.000 

CONDITIONAL SALES CONTRACT 
In 1978 the Company acquired certain fixed assets 
under a conditional sales contract which provides 
that title is to remain with the seiler until the full 
purchase price is paid. The principal payments are 
$13.516 per month for 96 months with interest at 
K% over prime. . - 
The details of the outstanding amount at December 
31, 1980 are as follows: 
Total Liability $ 959,672 
lnstalments due in 1981 and shown 

as a current liability 162,198 
$ 797,474 

OTHER LOANS 
In 1980, Advocate incurred $1 0,000,000 in long 
term debt evidenced by promissory notes due 
December 31, 1985 which bear interest at bank 
prime and are subordinated and postponed to the 
Company's bank indebtedness. Subject to the prior 
consent of the Company's bankers, the Company 
may prepay the notes in whole or in part prior to 
maturity without notice. penalty or bonus. 

LEASE OBLIGATIONS 
The Company has entered into capital lease agree- 
ments prior to January 1. 1979 with varying expiry 
dates to 1986. The rental expense charged to oper- 
ating costs in 1980 was $3,724,633 (1979 - 
$3,636,9981. 

Had such leases been accounted for as capital leases 
on a retroactive basis leased equipmentwould have 
been included as an asset on the balance sheet 

~ e s s  Accumulated 
amortization 9,101,315 6,917,505 

$10,032,256 $1 2,216,066 

The amortization which would have been charged 
to operating costs had such leases been accounted 
for as capital leases is $2 183,810 for 1980 end 
$2,284,684 for 1979 
The future minimum lease payments (excluding 
sales tax and calculated at base interest rates) 
under capital leases (entered into prior to January 
1. 1979) that have non-cancellable lease terms in 
excess of one year are as follows 

1980 1979 

TO 1986 606.978 606,978 
Total minimum lease 

payments 510,523,727 $13,775,169 
Less: Imputed 

interest 1,367,906 2,261.593 
Present value of 

minimum lease 
payments $ 9,155,821 $1 1,513,576 

Portion of obligation 
due in one year 2.71 1.886 2,357,755 

Non-current portion 
of obligation $ 6,443.935 $ 9,155,821 

Had such leases been accounted for as capital - -  -~~ ~~~ 

leases, the present value of the minimum lease pay- 
ments of $6.443.935 (1979 - 59,155,8211 would 
have been 'shown as a long term liability and 
$2.71 1,886 (1979 - $2,357,755) as a current lia- 
bility, Interest expense related to this liability would 
have been $892,685 for 1980 (1 979 - 51,087,542). 
The net profit for 1980 would have increased by 
$301,000 and the net loss for 1979 wouid have 
decreased by $123,000 had such leases been 
3ccounted for as capital leases. 
Therewere nocapital leasesentered into subsequent 
to January 1, 1979. 

REMUNERATION OF DIRECTORS AND 
OFFICERS 

for 1980 was1$253.560 (1979'- $1 86,9261. 



8. PENSION PLANS 
The Company maintains pension plans which cover 
substantially all of its empioyees. During 1980 the 
Company revised oneof its pension plans to provide 
an increase in the benefit rate from $6 to $10 per 
year of credited service. This change increased the 
unfunded liabilityfor past service costs to $1,305,500 
asat December 31,1980 (1979 - $607,100). The 
unfunded liability will be paid and charged to earn- 
ings over 19  years by annual instalments o f  
$1 18,700. 12. 

9. LEGAL ACTIONS 
Tne C o n c m ,  7.;pner A rri Jiners S J  celenmrit 11 

p r o o . . ~ ~  do 1, S -  IS n ' re  ..n rc.: Sliles n nn  cn 
S-O%*I a aa roccs  a'eca tnco lor a egeo n -,cs 
1 2  t re  nea 11- J' ?west: j no1qer5 c, 'easo- ol 
ation of asbestos fibre. 
The Company denies ail iiability in these actions. 
Neither the existence of liability nor the extent of any 
possible damages can be determined at this time 
and accordingly, no provision for such liability, if any, 
has been made in the financial statements. 

10. TAX RE-ASSESSMENTS 
The Company has filed a notice of objection against 
a 1976 Federal income tax re-assessment for 
approxlmately $375,000 arising principally from the 
d~sallowance of earned depietion The Minister of 

the Federai court. 
The Company has filed a notice of appeal against a 
1978 Newfoundland mining tax re-assessment for 
approximately $70,000 arising principally from a 
decrease in the processing allowance claimed. A 
hearing was held in January 1981 by the Mining Tax 
Appeal Board. Thedecision of the Board has not yet 
been handed down. 
The Company maintains that it is entitled to these 
deductions. 

11 POTENTIAL FUTURE TAX BENEFITS 13. 
As at December 31, 1980 the Company has the 
following future tax benefits: 
(a) loss carry forwards of approximately 

$1 1,607,000 available for deduction against 
future taxable incomes of which $2,905,000 
expires in 1983 and $8,702,000 expires in 
1984: 

(b) earned depletion base of approximately 
$3,167,000 which is available as a deduction 
from incomefortax purposes atthe rateof 25% 
of resource income; and 14. 

(c) investment tax credits of approximately 
$1,396,000 which may be applied against 
future tax of which $50,000 expires in 1982, 

$42,000 expires in 1983, $1 28,000 expires in 
1984. and $1,176,000 expires in 1985. 

The potentlal future tax benefit attr~butable to these 
deductions is approxlmately $8,783.000 
n c c c ' m n c e  A :rl genera , 2ccepleu kc ;our! ng 
pr nc a L;  in s co:er1i ,j la. ur'nc.i 1 nas "01 oeen 
recognized in the accounts 

PREFERENCE SHAREHOLDERS' 
AGREEMENT 
On December 31, 1978 the Company redeemed, 
out of working capital and borrowed funds, its then 
outstanding 125,058 4%% cumulative redeemable 
preference shares of the par value of $1 00 each. By 
agreement dated as of November 30,  1976, 
substantially all of the holders of the preference 
shares agreed to pay the Company the amount, if 
any, by which the net after tax cost of servicing the 
bank indebtedness, incurred to redeem the prefer- 
ence shares and to replace working capital used to 
redeem the preference shares, exceeded the divi- 
dends that would have been paid on the preference 
shares had they not been redeemed in 1976. Forthe 
purposes of the November 30, 1976 agreement it 
was assumed that the iast of the preference shares 
would have been redeemed in 1979 pursuant to the 
original 1958 financing agreement between the 
Company, the holders of the preference shares and 
others. 
The amount is to be paid to the Company by the 
former holders of the preference shares immedi- 
ately following repaymentof the bank indebtedness, 
which was $4,000,000 as at December 31. 1980. 
The discounted amount that would be owing to the 
Company is $126,000 subject to a redusion of 
$80,000 if the 1979 loss is utilized to reduce or 
eliminate future taxes. As there is no virtual certainty 
as to the $80,000, that amount has not been recog- 
nized in the accounts. The balance of $46,000 has 
been recorded as an other asset on the balance 
sheet. 

SEGMENTED INFORMATION 
(a) The Company derives its continuing operating 

earnings from one industry segment, asbestos 
min ing.  In 1980 ,  the Company received 
$1,594,413 from the copper mining operations 
carried on bvconsolidated Rambler Mines Lim- 
r e n o n l n ~ 2 1  ,ear n n -$ 2kses(monnasl re  
M nq Cklen~ on' n n  cri $0  sc oscc aq ~ s l !  33r- 
tlcl&on on the Statement of Earnings. 

(b) 100% of sales were to foreign customers 

RELATED PARTY TRANSACTIONS 
(a) Management Fees 

Advocate has agreed to pay management fees 
equal to 4% of the Company's gross revenues 
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derived from the sale of asbestos fibre to per- 
sons who are significant shareholders. Man- 
agement fees accrued for the fiscal year 1980 
were $1,893,780 (1 979 - $1,238,000) Man- 
agement fees owing total $2.079.964 as at 
December 31, 1980 (1 979 - $2,385,892). 

[b) Loans 
Of the $10,000,000 advanced to Advocate 
referred to in Note 5, $5,200,000 wasadvanced 
by significant shareholders. 

Accounts Receivable and Sales 

prices for all asbestos fibre sold are equal to 
prices that are charged by the Company's 
manager for fibre of like grade and quality and 
sold to similar purchasers under simiiar long 
term contracts plus 10%. 
Accounts receivable with respect to fibre sales 
total $5,303.446 as at December 31, 1980 
(1 979 - $2.51 1.334). 

15. DEPRECIATION AND AMORTIZATION 
The Company re-examined the geological informa- 
tion in light of current economic conditions and 
revised theore reservesdownward at December 31, 
1979 to 28.9 million tonnes. As a result. additional 
depreciation of $2,369,000 and amortization of 
$74 000 on account of prior years was recorded in 
the Consolidated Statement of Earnings as a special 
allowance in 1979. 

16. WORKING CAPITAL FROM OPERATIONS 
Working capital provided from (applied to) opera- 
tions as shown on the Consolidated Statement of 
Change+-  Financial Position is calculated as fol- 
lows: 

1980 1979 
Net earnings (loss) 

before extraordi- 
nary item $ 1.564.792 $(10,301,273) 

Add [deduct) items 
not affectina work- " 

ing capital, 
Depreciation 1.257.000 1 . 1  85.000 
~mort izat ion of 

mine develop- 
ment costs 144,000 11 5,000 

Special allowance 
for de~reciation 
and amortiza- 
tion - 2,443,000 

Loss on sale of 
fixed assets 8.014 - 

Gain on sale of 
fixed assets 

Deferred taxes 
related to depre 
ciation and 
amortizat~on (638.101) (1,953,5901 

Deferred cost 
recoveries (46,000) - 

Provided from 
(applied to) 
operations $2.289.705 $ (8,561,319) 



Five Year Financial Summarv 
1980 1979 1978 . 1977 

FOR THE YEAR (in thousands) 
Revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5 48. 939 $ 30. 958 5 21. 357 5 34. 475 

Operating costs . . . . . . . . . . . . . . . . . . . . . .  41. 435 37. 119 24. 351 27. 036 
Amortization and depreciation . . . . . . . . . . .  1. 401 3. 743 870 1 .  275 
Exploration . . . . . . . . . . . . . . . . . . . . . . . . . . .  - - - - 

Interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3. 954 2. 409 1. 557 940 
Gifts to school board . . . . . . . . . . . . . . . . . . .  - - - - 
Provision for (recovery of) income and 

mining taxes . . .  

Net income (loss) 
Provision for cumulative preference 

dividend 

Net income [loss) . . . . . . . . . . . . . . . . . . . . .  

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

Working capital generated . . . . . . . . . . . . . . .  

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

Working capital from long-term loan . . . . .  

Working capital used for 
Preference dividend . . . . . . . . . . . . . . . . . . . .  
Common dividend . . . . . . . . . . . . . . . . . . . .  

Redemption of preference shares . . . . . . . .  
Fixed assets . . . . . . . . . . . . . . . . . . . . . . . . . .  

Current portion of long-term debt . . . .  

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

Fixed assets . . . . . . . . . . . . . . . . . . . . . . . . . .  

Preproduction and mine development 
costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Other assets at cost . . . . . . . . . . . . . . . . . . .  

Less: Long-term debt . . . . . . . . . . . . . . . .  

Less: Deferred taxes . . . . . . . . . . . . . . . . .  
Less: Conditional sales contract . . .  
Total shareholders' equity . . . . . . . . . . . .  

Common shares book value per share . . .  

PRODUCTION 
. . . . . .  Fibre production (tonnesj A-25 

A.35 . . . . . .  
Material mined (thousands of tonnes) 

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

Waste to ore ratio . . . . . . . . . . . . . . . . . .  

. . . . . . . . .  Recovery from ore crushed 
Ore reserves (thousands of tonnes) . . .  

*After recalculation as at December 3 1  1979 and reduction bv 10.2 million tonnes 




