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The Algoma Steel Corporation, Limited
is Canada’s third largest fully integrated
steel producer. Algoma maintains sales
offices across Canada and produces a
wide range of steel products for use by
such industries as steel fabricating, ol
and gas, steel service cenlre, automo-
tive, construction equipment, pipe and
tube, mining, agricultural eguipment,
railway and shipbuilding.

Algoma Steel produces North Amer-
ica's widest sheet and Canada’s widest
plate and is the only producer in
Canada of wide flange shapes for the
construction industry and seamless
casing for the oil and gas industry. The

Corporation’'s wholly-owned United

States subsidiary, Cannelton Industries,

inc., mines from its owned or leased
coal reserves virtually all of Algoma’s
coal requirements and sells coal to
third parties. Nearly all of the iron ore
consumed by Algoma is obtained from
mines in Canada and the Unitegd States
which it owns or in which it has an
interest.

Sales in 1980 exceeded $1.1 billion
and the Corporation employs approx-
imately 13,000 people. Its common
shares are listed on the Toronto,
Montreal and Vancouver Stock
Exchanges.

Annual Meeting

The Annual Meeting of Shareholders
will be held at the Windsor Park
Rodeway Inn, Sault Sie. Marie, Ontario,
Tuesday, April 21, 1981 at 2:15 p.m.
Eastern Standard Time. Notice of Meet-
Ing. an Information Circular and Proxy
will be mailed separately to each
Shareholder.

Les actionnaires qui désirent recevoir
ce rapport en frangais sont priés d'en
faire la demande au Secrétaire, Aclers
Algoma Limitée, Sault-Sainte-Marie,
Ontario.

Executive Offices
503 Queen Street East
Sault Ste. Marie. Ontario
PBA 5P2
(705)845-2767



THE ALGOMA STEEL CORPORATION, LIMITED

Highlights 1980

Perceni
1980 1979  Change
(loﬁs and dollars in milions
excepl per share data)
Shipments of steel products (lons) 2.415 2.597 - 7
Sales $1,1491  $1,081.2 + B
Funds from operations $ 1814 3 1807
Depreciation and amortization $ 473 3 399 +19
Earnings before income taxes and equity
in earnings of Dominion Bridge $ 1212 § 1202 + 1
Net earnings $ 109.2 3§ 1118 - 2
—irom integrated steel operations $ 824 § 849 - 3
—irom Dominion Bridge $ 268 & 270 -1
Per common share data
Net earnings $ 821 § 865 -5
Dividends paid $ 100 $ 70 +43
Book value $ 5277 § 4944 + 7
Long term debt as a percent of capitalization 25% 29%
Return on average total investment 11.0% 13.3%
Return on common shareholders' equity 14.8% 19.0%
Utitization of raw steel production capability 97% 100%
Closing market price—8% tax deferred
preference share $ 2250 $ 2550
—commeon share $ 3775 § 3063
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Report to Shareholders

The Corporation’s performance in 1980
was quite favouratble considering the
depressed state of the North American
and world steel markets. Sales were
$1.15 billion compared with $1.08 bil-
lion a year ago. Pretax earnings were
slightly higher in 1980. Net earnings
were 3109 million and earnings per
common share were $8.21 after provid-
ing for preference share dividends and
adjusting for an increase in the number
of issued cemmon shares, compared
with 112 million and $8.65 in 1979,

The Corporation’s earnings from equity
in Dominicn Bridge Company, Limited
were almost identical to the previous
year. Adhering to its established policy
of growih through acquisition, in 1980
Dorinion Bridge acquired Koehring
Company in the United States.
Dominion Bridge had sales of $1.06 bil-
lion (U.S.) in 1980 and the addition of
Koehring is expecled 1o increase sales
and earnings.

Cespite significant new investiment,
quality and cost improvements, more
favourable product mix and selective
price increases, return on average total
investment at 11.0 percent, compared
with 13.3 percent in 1979, is not suf-
ficient to provide the capital necessary
to continue to modernize and expand
mining and manufacturing facilities.
Although Algoma's return on
investmenl over the past three years
has been favourable compared with
returns of other fully integrated steel
companies throughout the world, it
cannot be considered adequate in the
light of current inflation rates and the
high cost of borrowed money.

World raw steel production decreased
to 791 million net tons in 1980 from the
record high of 824 miliion tons a year
ago. There is serious concern among
some Western world sieel producers as

to the viability of their existing planis.
Steel companies in some countries may
not survive unless trade agreements
can be negotiated to ensure imports at
fair market prices and sufficient cash
flow can be generated 1o replace and
modernize facilities.

In 1980, Canadian steel production at
17.3 million tons was only one percent
below the previous year and earnings
of Canadian integrated steel companies
continued to lead the industry. While
domestic consumption declined,
exports of rolled steel products reached
record levels of about three million tons
with approximately one half going to
offshore markets. Reinstatement of the
Trigger Price mechanism in the United
States did not adversely affect the abil-
ity of Canadian producers o sell into
traditional United States markets. The
Canadian Government's Bench Mark
pricing system has proven to be benefi-
cial in preventing an excessive tonnage
of foreign steel from entering Canada at
less than fair market prices and the
Canadian steel industry looks forward
to continued growth in production and
employment.

Algoma’s raw steel production declined
from 3.5 million tons in 1979 to 3.2 mil-
lion tons in 1980. Semi-finished steel
was purchased to offset lower steel
preduction during the relining of two
blast furnaces. Steel shipments were
2.4 miliion tons compared with 2.6 mil-
lion tons a year ago. The reduction
occurred mainly in the third quarter due
to a sharp decrease in demand of
automotive related industries.

Market demand for Algoma’'s major
product lines remained reasonably
strong throughou! the year except for
hot and cold rolled sheet. Rapid
changes in interest rates and in the vol-
ume of North American vehicle produc-
tion and sales created wide swings in
demand for flat rolied products. The
fluctuations in 1980 quarterly earnings
can be atiributed directly to cusiomer's
cyclical order patterns during the year.

The Corporation’s 1980 capital
expenditures were $107 million com-
pared with $89 million the previous
year. New facilities commissioned
included a new coal preparaticn plant
at the Indian Creek Division in West
Virginia and modified and improved
equipment in the rail and structural mill
at the Steelworks Divisicn. Projects
under construction which will begin
operaling in 1981, include a new plate
heat treating facility, an iron desulphur-
ization unit, new dust collection and fil-
tering equipment for the Steelworks’
sinter plant and further renovations 1o
the rail and structural mill. The third
siab reheating furnace and the ceil box
installation in the plate and strip mill
complex will not be completed until
early 1982.

Capital expenditures approved by the
Board of Directors in 1980 included an
estimated $120 million for a new coke
oven baltery which will replace two old
batteries, and 3300 million for a new
seamless tube mill which will com-
plement the existing tube mill and con-
solidate Algoma's favourable position in
the rapidly expanding North American
market for seamless tubulars. Orders
have been placed for burldings and
major equipment for the new tube mill
which is scheduled to commence pro-
duction in early 1984, Engineering is
proceeding on the new coke oven bat-
tery and orders have been placed for
long delivery items but construction will
not commence until one of the two old
batteries is torn down which will be
delayed as long as possible.

The Corporation's future capital
expenditures, which include an esti-
mated $247 million in 1981, will be
directed primarily toward increasing the
volume and quality of steel available to
industries in the energy, construction
and transportation sectors. Provision of
facilities for heat treating plate and con-
struction of the new seamless tube mill
will enable the Corporation 1o respond
directly to anticipated strong growth in
steel demand for projects relating to
these sectors,



The Corporation’s financial position
strengthened in 1980. The current ratio
increased o 3.6to 1 from2.9to 1 a
year ago and long term debt to total
capitalization was 25 percent at year
end compared with 40 percent in 1975.
Cash flow was sufficient to meet total
requirements for capital expenditures,
working capital increases and divi-
dends paid to preference and common
shareholders. The common share divi-
dend was increased in the first quarter
to 25 cents per share and continued at
that rate for the remaining quarters.
Bank lines of credit were used spar-
ingly during the year and at year end
cash and short term investments total-
led $85.2 million.

In January 1980, financing for the
Maple Meadow coal mine was restruc-
tured with a $35 million long term bank
loan in the United States. In the fourth
guarter, pursuant to a rights offering,
2,338,225 common shares were issued
which, after expenses, provided $76.8
million which will be used to finance the
capital program, inciuding the new
seamless tube mill. The Corporation
has entered into an agreement with
three Canadian chartered banks to bor-
row up to $250 million of additional
funds for the tube mill project.

Safety performance declined in 1980
after four years of gradual improve-
ment. A marked increase in com-
pensable accidents led to an in-depth
analysis of work practices and pro-
cedures. Action resulting from this
analysis included the initiation of join!
union/management programs devel-
oped at the Steelworks with assistance
of the Ontaric Ministry of Labour and
directed toward joint and co-operative
action on health and safety matters.
These programs are expected to bring
renewed dedication to identifying and
correcting unsafe working conditions
and practices which should result in
fewer injuries and an improved working
environment.

The outlock for sales of Algoma’s steel
products in 1981 will depend on the
general performance of the North
American economy and recapture by
North American automobile producers
of a significant portion of the market
that has been lost to foreign imports,
Also, because of Algoma’s position as
a purchaser of ¢il and gas and as a
major supplier of steel products
required in the exploration, processing
and transportation of energy in its vari-
ous forms, immediate resolution of
Canada's energy pclicy is of the uimost
importance.

The year 1981 began with a good
backlog for major product lines which
is expected to continue through the
first quarter but the outlogk for the bal-
ance of the year is somewhat uncer-
tain. Demand for plate, rails, heavy
structurals and seamless tubulars
should remain strong throughout the
year, while demand for hot and cold
rolled sheet will relate primarily to per-
formance in the automotive industry.
Stee'making facilities are expected (o
operate at full capacity during the first
half of the year and semi-finished steel
will be purchased, as required, to main-
tain shipments during the refine of

No. 7 blast furnace which is scheduled
for the third quarter.

The contribution of Directors who did
not stand for re-election last April is
recognized with deep appreciation.
Mr. MacKenzie McMurray, Mr. Keith
Campbell, Mr. Charles I. Rathgeb,
Mr. James W. Kerr and Mr. John D.
Taylor served with dedication for
varying numbers of years.

Mr. Joseph D. R. Potter resigned from
the position of Group Vice President—
Finance and Corporate Services effec-
tive January 1, 1981. Mr. Potter had
been with the Corporation for 12 years
during which time he made a valuable
contribution to legal and financial
affairs at the corporate level.

Mr. Adrian M. 5. White resigned as
Treasurer at midyear having served the
Corporation in this capacity since
March 1975. He was succeeded by Mr.
J. Kenneth Morang who was appointed
Treasurer effective June 1, 1980. Mr. R.
John Greenwood was appointed Assist-
ant Treasurer effective July 1, 1980.

The Directors recognize with apprecia-
tion the dedicated efforts of employees
in overcoming many obstacles which
could otherwise have adversely affected
the Corporation's 1980 performance.
The important continuing assistance
and strong support of customers, sup-
pliers and shareholders is also
acknowiedged.

A/

Chairman

President and Chief Executive Officer

Sault Ste. Marie, Ontario
February 27, 1981



Algoma’s Integrated Strength

Steel processing facilities currently
under construction, including the new
seamless tube mill, will be the next links
in a fong chain of integrated cperations
stretching from coal mines in West
Virginia and iron ore gperations in
Michigan and Northern Ontario 1o steel-
making and rolling mill facihities in Sault
Ste. Marie and sales offices across
Canada and into the United States,

Algoma has built on a strong raw mate-
rial base and reserves owned or con-
trolfed were increased in the 1970°s by
370 million gross tons of iron ore and
110 million tons of coal. New mine
developments and acquisitions in the
same period increased iron ore and
coal annuai production capacity by 50
percent and 30 percent respectively.

Algoma’s coke, iron and steel produc-
tion facilities are competitive with North
American producers and an increasing
proporiion of continuously cast steel is
adding 1o its ability to produce high
qualily products at favourable yields
and costs. Future expansion and mod-
ernization programs in all areas of the
Corporation will be co-ordinated by a
strategic plan dedicated to building an
even stronger enterprise in the eighties.
Capital expenditures will be directed
towards serving identified needs of
selected markets with high quaity steel
products that can be sold profitably at
competitive and fair market prices.

The diverse Algoma rolling mills princi-
pally produce structurals, rails, seam-
less tubulars, plate and hot and cold
rolled sheet and strip to meet the
expanding needs of North American
customers. Application of modern tech-
nology and computer control assures
competitive quality and contributes to
Algoma’s recognized position as a
product and process innovator.

The major capital spending program of
the 1970’s will be supplemented by an
even larger program in the 1980’s to
continue modernization and expansion
of production capacity, 1o add new
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products and to improve efficiency; all
of which are recognized as essential 10
Algoma's future.

Construction and operating plans will
be paralleled by programs to train and
develop the people who will be respon-
sible for manning production and staff
positions. Increasing demands of com-
plex planning and scheduling, new
technology and computer-controlied
equipment require high standards of
education and training at all levels of
the workforce.



There is a recognized need for greater
emphasis on health and salfety of
employees. Algoma is committed to a
joint and co-operative approach 1o
health and safety in the work place, an
approach which recognizes the full
involvernent of all employees and their
elecled representatives. Acceptance
and practice of fundamental safety
principles by both management and
bargaining unit employees will promote
teamwork, improve altitudes and assure
success of the safety programs.

A continuing reputation for reliable
service is recognized as a key element
in future success. A geod relationship
with the customers who buy and use
Algoma’s products has been a major
strength—in both strong and weak mar-
kets. The Corporation is committed to
maintaining and improving this relation-
ship as it grows and expands.

Projected increased demand for
Algoma's steel products will require an
annual raw steel production capability
of approximately 4.3 million {ons by
1990. This can be accomplished with
existing coke, iron and steelmaking
facilities subject to some modification
and normal replacement of plant and
equipment. A principal goal will be to
expand preduction from existing con-
tinuous casting facilities and provide
additional casting capacity so that at
least 70 percent of raw steel produced
will be continuously cast before the end
of the decade. Raw steel capacity will
be dedicated to serving traditional mar-
kets with emphasis on steel products
required by the North American energy,
construction and transpertation sectors
which are believed to offer the best
potential for Algoma’s future market
growth.

The recently annocunced $300 miltion
seamless tube mill will increase
Algema's capacity to provide custom-
ers with an expanded range of high
quality seamless tubular products to
serve their needs. This is but one of the
Corporation's major product lines, each
of which will receive attention as mar-
ket demand changes and facility limita-
tions are reached. Need for increased
rail and structural production has
already resulled in expansion of rolling
mill capacity and the new piate heat
treating facility is being constructed in
recognition of demand for that preduct.

Algoma will continue through the
eighties to improve its competitive posi-
tion by employing the most moedern
technology available. Financial
resources through this decade will be
dedicated to in¢reasing production voi-
ume of carefully selected preducts and
improving productivity and profilability
from which wiill come financial stability,
empioyment security and a satisfactory
return to shareholders.
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Review of 1980

Marketing and Sales

A severe steel industry recession led to
a decline of 7 percent in 1980 Western
world steel producticn and many pro-
ducers were faced with intense price
competition, poor profits, plant closures
and high unemployment.

The Canadian steel industry, however,
was again unique in its ability to main-
tain reascnable production volume and
Canadian mill shipments were actually
one percent above record 1979 levals.
Strong demand and large backlogs at
the first of the year were impacted by
high interest rates, a weakening con-
sumer market and inventory buildup,
resulting in & more severe market
decline at midyear than was encoun-
tered in the recession ot 1975, By year
end, customer inventories were
reduced t¢ manageatle levels, back-
logs had increased and demand
improved sufficiently to require full
operation.

In this environment the Corporation
concentrated on programs designed to
improve customer service and maintain
profit margins while emphasizing pro-
duction and shipment of products that
remained in strong demand. Although
Algoma's steel product shipments
declined to 2.4 million tons, sales
increased to $1.15 billion, a 6.3 per-
centincrease from the record sales
achieved in 1979.

Markets for Algoma’s products were
strong in the first quarter but crders
had decreased sharply by midyear, par-
ticularty in hot and cold rolled sheet
products where demand was adversely
alfected by higher interes! rates and
reduced sales of North American
automobiles. Export shipments to his-
torical customers in the United States
declined but Algoma increased iis
share of the Canadian market. Some
advantage was taken of ofishore exporl
markets but only after demand of North
American customers had been fully sat-
isfied. Order receipts increased sharply
in the fourth quarter.

The demand for seamless tubular prod-
ucts exceeded suppiy as a result of the
continued high level of oil and gas
exploration in both Canada and the
United States. Utilization of the
expanded fube heat treating capability
permitted sale of a higher proportion of
high strength casing.

Although 1980 was not a record year
for the Canadian construciion industry,
demand for heavy structural products
remained reasonably firm. Modifica-
tions to the 30”/50” rail and structural
mill which were completed in Decem-
ber will provide increased capacity 10
meet the growing demands of
Canadian customers.

Favourable markets for heavy rails are
expecied to continue as the energy effi-
ciency of rail transportation promotes
greater volume of rail movement. Exist-
ing and prototype high alloy rail grades
are expecied to gain greater accept-
ance for severe wear applications.

Canadian Steel Consumption:
Domestic Shipments and Imports
Milhions of Tons
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Algoma's Steel Product Shipments
By Product Classification, 1980
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The strong plate market that was evi-
dent in the first quarter weakened
somewhat during the balance of the
year. The new heat treating facility will
commence operation in 1981 and pro-
duce a complete line of quenched and
tempered plate and normalized plate
which will enable the Corporation to
participate in a wide range of markeis.
Demand for Algoma’s standard piate
grades should improve in the domestic
market as a grealer portion of Canada's
1otal plate rolling mill capacity is dedi-
cated to production of plate for large
diameter pipe manufacture.

The decline in shipments of sheet prod-
ucts resulted mainly from decreased
shipments 1o the automotive and steel
service centre industries in North
America. Canadian markets were very
competitive and offshore export
opportunities were successfully devel-
oped. Algoma’'s unique size capabilifies
and proprietory high strength grades
offer competilive advantages in the
chailenging sheet markets envisioned
for the eighties.

Although steel product selling price
increases were necessary in 1980, cus-
tomers continued to enjoy favourable
prices by world standards. Reinstate-
ment and strengthening of the United
States Trigger Price mechanism during
1980 should not restrict the Corpo-
ration’s abiiity to continue 10 supply its
normal markets in the United States.

The network of Algoma sales represent-
atives and field offices was extended
with special emphasis on sales effort in
Western Canada. The computer-based
customer information system was
expanded and additional online sys-
tems were introduced in district sales
offices to further improve timely and
accurale customer communication.

Regional meetings were held with cus-
tomers throughout Canada and the
United States 1o present the Corpo-
ration’'s plans and product capabilities.

Continuation of the demand for
Algoma’s steel products which was evi-
dent at the beginning of 1981 will
depend upon the decline of North
American interest rates to more reason-
able levels and resolution of the fed-
eral/provincial energy disagreement.
High interest rates will continue to
restrict automobile sales and will ham-
per the efforts of North American vehi-
cle manufacturers to market import-
competitive cars and recapture market
share lost 1o foreign producers.

Qil and gas exploration programs in
North America are expecled 1o remain
strong throughout 1981 and provide a
high level of demand for Algoma’s
seamless casing. Despite present prob-
lems on energy policy, the Corporation
is confident that energy related projects
will proceed in the eighties, requiring
increasing quantities of Algoma’s steet
products.



Raw Materials Supply

The Corporation’s strong raw materials
base was again evidenced in 1980
when 95 percent of the metallurgical
coal delivered 1o the Steelworks was
produced by Cannelton Industries, Inc.
in West Virginia and 93 percent of the
iron ore originated from the Algoma
QOre Division in Ontario and from the
Tilden Mine in Michigan in which the
Corporation has a 30 percent interest.
Remaining reserves at the Algoma Ore
Division are sufficient for at least 25
years of production and reserves at
Cannelton and Tilden will supportin
excess of 30 years of production at
current rates. Additional undeveloped
potential iron ¢re and coal reserves are
available to meet Algoma's needs. It is
the Corperation’s intention to add to
these reserves as opportunities are
identified.

Reduced North American demand for
steel products in 1980 resulted in lower
than capacity raw sleel production with
a consequent decreased demand for
raw materials. Great Lakes iron ore pro-
ducers were particularly affected and
overall capacity utifization in the Great
Lakes region decreased to about 75
percent. A decline in North American
demand for metatlurgical coal was off-
sel by increased exports of metallur-
gical and steam coal.

Metallurgical coal delivered to the
Steelworks was provided by 2,088.000
tons from the Corporation’s wholty-
owned mines in West Virginia plus
103,000 tons purchased from inde-
pendent coal producers in the United
States. The guality of ceal mned and
purchased was closely monitored and
controlied to provide for consistent pro-
duction of high quality coke at the
Steelworks. Coal sales by the Corpo-
ration included 500,000 tons of metal-
lurgical coal and 359,000 tons of steam
coal.

High underground productivity is achieved at the
Algoma Cre Divisicn through use of frackless
minng equipment.




Coal production by the Corporation’s
West Virginia mines totalled 2,906,000
tons which was some 39,000 tons
higher than total coal produced in
1979, although the proportion of steam
coal produced was higher in 1980. The
increase in steam coal production to
356,000 tons included raw coal mined
and shipped {rom surface mine oper-
ations, coal produced as a by-product
in the cleaning of metallurgical coal
and a limited quantity recovered from
test mining of an underground seam at
the Kanawha Division. This under-
ground development is being carried
out 10 assess potential of a high guality
steam coal reserve estimated at 50 mil-
lion tons of recoverable coal. A barge
loading facility has been conslructed
on the Kanawha River to provide for
efficient loading and transportation of
steam coal to ulility company custom-
ers in the United States.

The Maple Meadow Mine produced
805,000 tons of high guality low volatile
metailurgical coal in spite of difficult
mining conditicns. Reduced production
from several high-cost underground
mining areas ai the Kanawha Division is
expected to improve the contribution of
that Division. The new Indian Creek
coal preparation plant costing approx-
imately $14 million was completed and
was pertorming well at year end. Min-
ing capacity at the indian Creek Divi-
sion was increased by the intreduction
of conlinuous mining equipment and
the establishment of contract mining
operations.

A generally stable labour climate ¢on-
tinued at coal mining operations
throughout 1980. The existing coniract
between the Bituminous Coal Oper-
alors Association and the United Mine
Workers of America expires March 27,
1981.

Iron ore delivered to the Steelworks
was provided by 3,864,000 gross tons
from Canadian and United States iron
ore mines in which the Corporation has
an ownership interest plus 258,000
gross tons provided under an iron ore
purchase contract. Total ore available
to the Corporation exceeded require-
ments and some restriction of produc-
tion and purchases was necessary to
match blast furnace production.

The Tilden Mine demonstrated its ability
to produce at the designed annual rate
of 8 million gross tons from the
expanded facifities but production was
restricted to 7.4 million gross tons of
pellets to match reduced reguirements
of the Tilden partners. Plant and proc-
ess modifications resulied in improved
efficiency and better pellet quality. A
new three-year labour agreement was
negotiated with the United Steelworkers
of America, which expires July 31,
1983.

Sinter production at the Algoma Ore
Division was restricted to 1,519,000
gross tons. The Stage |V conveyor sys-
tem was functioning well at year end
following a series of start up problems.
An accelerated development program
was implemented 10 increase avail-
ability of Stage IV ore and further
improve the reliability and quality of
iron ore supply.

A Northwestern Ontario iron ore study
sponsored jointly by Algoma and two
other Canadian integrated steel pro-
ducers will continue in 1981. Major
deterrents to proceeding with North-
western Ontario iron ore development
are oversupply from existing producers
in the Great Lakes and Quebec/
Labrador regions and a high projected
capital cost.

The exploration program commenced
in 1979 to evaluate overall mineral
potential of the Corporation's captive
properties in Ontaric continued in 1980
with generally encouraging results.
Several sites located by airborne
geophysical surveys will be subjected
to detailed ground reconnaissance and
geophysical analysis in 1981.

The new Indian Creek coal preparation plant wi
increase capacity, imprave metallurgical coal
quality and reduce production costs.



L (e
— L |
= -

W g

o







Manufacturing Operations
Organizational skills of operations man-
agemnent were severely tested in 1980
when the combination of two blast fur-
nace relines and rapidly changing mar-
ket demand forced freguent changes in
production and personnel schedules
and caused difficulty in maintaining a
reasonable level of productivity. Raw
steel operating rates ranged from full
operation in the first part of the year to
restricted production in the summer
months, followed again by full oper-
ation at year end.

Production of iron at 3.0 million tons
and raw steel at 3.2 million tons were
each 9.9 percent lower than the record
levels achieved in 1979. Shipments of
total steel products at 2.4 million lons
were 7.0 percent lower than the record
tcnnage shipped in 1979,

Coke production was restricted to 1.5
million tons or 4.9 percent lower than
1979 because of lower demand for the
production of iron and steel. No. §
coke oven battery was taken out of
service from June to October to avoid
building excess coke inventory.

Twao blast furnaces were relined during
the year with No. 5 furnace completed
in April and No. 6 in November.
Algoma tradesmen, who would other-
wise have been displaced frem their
|jobs due to reduced operations, were
used to supplement contraclors' forces
during the summer months with a
favourable impact on the cost of No. 6
blast furnace reline. The tonnage of
desulphurized ircn was increased 10
one millicn tens with a consequent

Continucusly cast siabs. blooms and beam
blanks provide imponant benetits 10 Algoma.

improvement in the quality of iron avail-
able for steelmaking. A grouting pro-
gram on No. 7 blast furnace stack
permitted exlension of the campaign on
that furnace and its reline is now
scheduled for the third quarter of 1981.

Approximalely 30 percent or almost
one million tons of the raw steel pro-
duced was continuously cast with
resulting improvements in yield, cost
and product guality. Production ¢f con-
tinuously cast slabs was 486,000 tons
and slab caster performance was very
positive. Steel continuously cast on the
bloom caster was dedicaled primarily 10
rail and seamless tubular production.

The business downturn at midyear
restricled cperation of the flat rolled
mills with an adverse effect on produc-
tion and productivity. Demand
remained reasonably strong for prod-
ucts rolled on the 307/50” rail and
structural mill which worked at full
capacity throughout the year except for
a shutdown period in December to
install equipment which increased
preduction capacity of that facility.
Some {ube rounds formerly rclled on
the 30"/50” mill were rolled on the

25" billet mill with a conseguent
improvement in the rolling time avail-
able for production of rail and structural
products.

Strong demand for seamless tubular
products required full operation of the
Tube Division which produced record
tonnage and exceeded 1979 produc-
tion by 12.1 percent. The new heat
treating facility which commenced
operation in January 1980 provided the
expected increase in high strength
tubular production capability.

An energy managerment program was
formulatec with specific objectives for
reductions in energy consumption. A
number of projects were identified
which offer opportunities for improve-
ments in energy efficiency.

Index of Man Hours per Ton
of Finished Steel Product
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Construction of the new plate heat
treating facility was well advanced at
year end and initial production is
expected in the second quarter of
1981. Construction of the new slab
reheating furnace for the plate and strip
mill continued and manutacture of the
coil box for the 106" strip mill is in
progress wilh both of these facilities
scheduled for operation in the first half
of 1982. A new iron desulphurizing unit
capable of treating total blast furnace
preduction is under construction and
should be operating in the third quarier
of 1981.

The major project initiated in 1980 was
the new $300 million seamless tube
mill. Preliminary engineering has been
completed and orders have been
placed for the buildings and major
equipment. Site preparation and pile
driving had commenced by year end
and the mill is scheduled for production
early in 1984,

Adaptation of computers to conirol the
Corporation’s manufacturing processes
continues to be an important require-
ment. Automated process control is
designed as an integral part of new
manufacturing facilities. Major oper-
ations already using computer control
include ironmaking, steelmaking, con-
tinuous casting and plate and strip roll-
ing mills. Uilization of this rapidly
expanding technology not only pro-
vides elfficient, accurate and reliable
control of production units but alsc per-
mits direct and automated input {o
Algoma’s computer-based manage-
ment information system for provision
of more timely and accurate sales,
accounting and operations control
information.

Research and development work was
directed primarily lowards internal
improvement of products and proc-
esses. The combined efforts of mining,
cokemaking and research personnel
resulted in a significant improvement in
coke quaiity. An innovative procedure
for rolling tube rounds from contin-
uously cast stabs was developed and in
regular production by year end. Expan-
sion of slab, bloom and beam blank
continuous caster production to
accommodate products now produced
from ingot steel will receive high priority
in 1981. A prototype higher quality
alloy rail was developed and its poten-
tial is being evaluated.

Environment

The Corporation continued to work with
government regulatory officials to fur-
ther reduce undesirable emissions and
effluents from its various operations.
Projects completed in 1980 included
an expanded and improved tailings dis-
posal systern at the Algoma Ore Divi-
sion, a closed-circuit process water
system at the new Indian Creek coal
preparation plant and waler retention
and ciarification basins at various sur-
face and underground coal mines
designed to prevent contamination of
streams in the vicinity.

Facilities under construction at the
Steelworks in 1980 included sinter
plant dust control and gas cleaning
equipment, dust collection equipment
cn the hot metal stations of No. 1 steel-
making shop and new filters to improve
the water quaiity discharged from exist-
ing blast furnace sludge clarifiers.
These projects will cost approximately
315 million and will commence oper-
ationin 1981.

The Ontario Ministry of the Environ-
ment has advised the Corporation of its
intention to issue a revised control
order in early 1981 which will modify
some previously established implemen-
tation dates for Steelworks environmen-
tal improvements and impose some
new requirements for control of Steel-
works emissions and effluents. 1t is esti-
mated that the cost of complying with
provisions of the new control order wilt
be approximately $30 million over the
next four or five years and that studies
required by the control order may result
in additional future expenditures.

Preducts produced from continuously cast steel
include seamless tubulars, hot rolled coiis, rails.
wide flange beams and plate.
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Employee Relations

The ability to attract and retain skilled
and productive workers at its mining
and manufacturing operations has
been a key element in the Corpo-
ration’s past success and will be even
more important in the future. Employ-
ees at all levels face the challenge of
rapidly evolving 1echnology with its
inherent changes to established work
habits. Increased operating efficiency
and improved employee productivity
are necessary tor Algoma to continue
to compete in the increasingly com-
petitive North American and world steel
markets and maintain its pattern of
stable and expanding employment.

An increase in compensable accidents
to employees affecting all areas of the
Corporation was a matter of great con-
cern in 1980. Following four years of

gradual improvement there was a major

deterioration in safety performance.
Algoma recognizes its responsibility to
provide a safe work place and has
stated that there can be no com-
promise with the safely of employees.
Programs have been established in
co-operation wilth unions representing
the Corporation’s employees and gov-
ernment health and safety officials with
the stated objective of identifying safety
problems and proposing steps for their
solution. It is expected that these joint
efforts will have a positive effect in
meeting the priority requirement for a
reduction in injuries and an improved
safety record in 1981.

Concern for identifying potential health
hazards for employees and for improv-
ing the working envircnment prompted
integration of medical and industrial
hygiene activities into a new Health
Services department. Joint union/man-
agement committees continued to work
actively on surveys of the working envi-
ronment and matters associaled with
occupational health. Extensive work on
noise reduction in the forge and fabri-
cating shop resulted in a significant
decrease in overall noise levels. Other
projects included a plant wide asbestos
audit and control program and routine
monitoring of all coke oven batteries
which indicated steady improvement in
the coke oven working environment
although industrial hygiene objectives
have not yet been fully achieved for all
coke plant occupations. Employees
were individually fitted with respiratory
protection required under mandatory
protection programs implemented in
the coke oven and sinter plant areas.

Aclive apprenticeship and related train-
ing programs continued in recognition
of the current shortage of skilled work-
ers and to protect against a possible
future shortage of tradesmen. Refine-

ments were made to established super-
visory training, succession planning
and management development
programs.

A computerized human resources infor-
rnation system was implemented, pro-
viding a greatly increased capability for
maintaining and accessing accurate
and reliable employee information.
Work continues on the application of a
health and safety computer-based sys-
tem to accommodate reporling and
record keeping requirements of current
health and safety legislation.

Labour/management relations were
generally gocd at all Canadian and
United States operations in spite of
some displacement of employees
resulting from reduced operating levels.
Labour contracts with the unions repre-
senting all Canadian bargaining unit
employees expire July 31, 1981,



Recognition of the Corporation’s
responsibility as a corporate citizen was
reflected in donations to many worth-
while organizations and programs at
both local and national leveis. Of par-
ticular importance were the Sir James
Dunn Schoiarships and the Algoma
Steel Technology Bursaries which were
given to provide post-secondary school
educational assistance. The Sir James
Dunn Scholarships are awarded to
sons and daughters of Algoma employ-
ees planning to atlend university. The
Algoma Steel Technology Bursaries are
awarded to students in the city and sur-
rounding area who plan tc attend a
community college in the province.
Buring the past five years, 87 awards
have been made under these

programs.

The involvement of many Algoma
employees who contribute their time
and personal support to charitable and
other volunteer crganizations s recog-
nized and acknowledged with apprecia-
lion. An example of this involvement
was the chairmanship of the successiul
iocal United Way campaign in 1380 by
John Bennett, an Algoma employee
and a prominent member of the United
Steelworkers of America,

Algorna has long had one of the most
active industrial recreation programs in
Canada and while this program cnjoys
financial and administrative support
from the Corporation, success depends
primarily on the efforts of employee vol-
unteers. The recreation program

continued to grow in 1980 with approx-
imately 2,300 employees invoived in its
various competitive leagues and aclivi-
ties. The involvement of employees and
their families was evident in the first
annual “"Family Fun Run’ and in the
annual skating party which was
enjoyed by more than 3,000 Algoma
family members.

Communication with employees and
the public has a high priority and pro-
grams were expanded and improved
during the year. A Public Affairs depart-
ment was established to control and
centralize corporate communicalions
and 10 give new emphasis and recogni-
tion to the increasing importance of
communicating with employees, their
families, the public at large and the var-
ious leveis of municipal, provincial and
federal governments.

Employment costs were the Corpo-
ration's single largest cost component
and 1980 total payroli costs increased
to $375 million comprised of the follow-
ing main employment cost elements:

1980

(Millions

of Dollars)

Wages and salaries o
for time worked %27

for vacation and

statutory holidays 32
Supplementary
~_employment costs

_ pensions 35
group insurance plans
and other benefits 19
~_unemployment insurance 3
_workmen’s compensation 9
Total $375




Profitability and Finance

Net earnings of $109 million and earn-
ings of $8.21 per common share, after
preference share dividends, were the
second highest ever achieved by the
Corporation. The per share earnings
were based on the weighted average of
11,888,400 common shares oul-
standing during the year which
included the effect of 2,338,225 com-
mon shares issued in December pur-
suant to the rights oftering. Net
earnings and earnings per common
share were $2.7 million and 44 cents
lower than the record earnings perform-
ance of 1979, Earnings in both years
compare tavourably with resuits of prior
years but these earning levels must be
maintained and improved to provide
funds required for reinvestment in
replacement, modernization and expan-
sion of Algoma's mines and plants.

The return on sales was 9.5 percent
compared with 10.4 percentin 1279,
Returns on common shareholders’
equity and average total investment
were 14.8 percent and 11.0 percent
respectively compared with 19.0 per-
centand 13.3 percent in 1379,

Pretax earnings of $121 million were
slightiy above 1979 even though steel
product shipments deciined by 182
thousand tons. Sales of $1.15 hillion
exceeded sales in 1879 primarily as a
result of necessary adjustments to steel
product selling prices and continuing
emphasis on the sale of higher value
products. The gross margin on sales
of 18.8 percent approximated 1979
performance despite continued high
inflation being experienced in produc-
tion cost elements particularly tabour
and raw materials. The following is a
comparison of 1980 pretax earnings

by guarter year with those of 1979 and
1978:

Quarter 1980 1979 1978
(Millions of Dollars)

1 $ 242 $ 222 §$77

2 350 363 215

3 ) 157 299 7.3

4 - 463 31.8 21.2

$121,2 $120.2 $57.7

Equity earnings from Algoma’s 43%
interest in Dominion Bridge Company,
Limited were almost identical 1o earn-
ings in 1979 as shown in the following
table which compares results by quar-
ter year:

Quarter 1980 1979 1978
(Milions of Dollars)

1 i §$74 37 §49

2 34 42 41

3 48 61 72

4 . 1.2 13.0 6.4

$26.8 $27.0 $226

The estimated useful composite life of
manutacturing plant and equipment,
which comprises over B0 percent of
fixed assets, was reviewed during the
year and was reduced slightly to
approximately 20 years. This, together
with new facilities being brought into
operations, raised the 1280 depreci-
ation charge $7 million. Algoma's con-
solidated effective tax rate increased to
32.0 percent compared with 29.4 per-
cent in 1972 primarily as a result of
replacement of Canadian iron cre pel-
lets from Steep Rock with Tilden pellets
from the United States which
decreased tax incentive allowances.

The Canadian dollar continued 10
weaken in 1980, improving the Corpo-
ration’s competitive position in both
domestic and export markets although
receipts from sale of steel products in
the United States were more than offset
by expenditures for raw maternials. sup-
plies and equipment purchased in the
United States.

The Canadian Institute of Chartered
Accountants has not yet revised foreign
currency franslation rules and the
financial statements of the Corpo-
ration's United States subsidiaries con-
tinue to be included in the consolidated
figures on the basis of United States
and Canadian dollars being of egual
exchange value. If these subsidiaries’
financial statements were transiated to
the actual Canadian dollar equivalent,
using historical rates to translate non
current assets and long term liabilities
and current rates for other assels and
liakilities, there would be no material
affect on the consolidated results of the
Corporation in 1980 or in past years.

Cash flow from operalions increased to
£181.4 million compared with $180.7
million in 1979. Dividends from
Dominion Bridge amounted to $11.5
million compared with $8.3 million a
year ago. Long term financing ot the
Maple Meadow coal mine in West Vir-
ginia was restructured early in the year
with $35 million of new financing in the
United States which provided $3.5 mil-
lion of additional funds. The rights
offering in the last quarter of the year
provided $76.8 million which will be
used to finance the capital program,
including the new seamless tube mill.
The balance of the financing required
for this new tube mill facility will be pro-
vided by three Canadian chartered
banks which have agreed 1o lend up o
a total of $250 million.

Investment in fixed assets totalled
$107.2 million comprised of $82.4 mil-
lion in manufacturing facilities and
$24 .8 million in raw material properties.
The Corporalion plans to invest approx-
imately $247 million in 1987 for new
mine and plant facilities as described
elsewhere in this report. The estimated



cost of capital expenditures authorized
by the Board of Girectors and remain-
ing 10 be spent at the end of 1980
amounted to $546 million including
$300 million for construction of the
new seamless tube mill and $120 mil-
lion for the new coke oven batlery.

Warking capital. including $85.2 million
in cash and short term securities,
increased to $405.0 million at year end
compared with $284.6 million at the
end of 1979 Increases of $15.5 million
in accounts receivable and $38.0 mil-
lion in inveniory were primarly due 10
the effecl of inflation. The ratio of cur-
rent assets to current liabilities was 3.6
to 1 at year end and the quick ratio was
1.5t 1 compared with 22101 and 1.0
to |, respectively, at the end of 1979,

Long term cebt at December 31 was
$293.7 million representing 25 percent
of total capitalization compared with 29
percent a year ago.

The price of Algoma's common shares
increased from $30% at December 31,
1979 to $37% at the end of 198G. The
following table shows the quarterly
highs and lows for common shares
traded on the Toronto Stack Exchange
during the year:

Quarter. _High _Low
71”__ o $40‘/2 $29[/z
2 . 3 28
3 . M 3%
4 7741__'.__/3_ 35

Charts showing net earnings per com-
mon share and commaon share price
movement in the past 10 years are
included at the back of this annual
report and the statistical cata for the 10
years from 1971 to 1980 are on pages
28 and 29.

Canadian Pacific Enlerprises Limited of
Mentreal owned 56.8 percent of
Algoma's outstanding common shares
at year end.
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THE ALGOMA STEEL CORPORATION, LIMITED
CONSOLIDATED FINANCIAL STATEMENTS

Earnings and Retained Earnings

for the years ended December 31

1980 1979
o  (Thousands of Collars)
Income
Sales $1,149,079 $1.081,183
Other 3,724 3,983
B _ ) - 1,152,803 1,085,166
Expenses ) o - - o
Cosl of products sold 932,617 874,910
Administrative and selling 22,758 21,890
interest and expense on long term debt 27,548 27,643
Interesl on short term loans 1,348 634
Depreciation and amortization 47,335 39.889
- 1,031,606 964,966

Eé?nings hefore incom'eTaxes; éﬁd;quity gg-mings 121,197 120,200
Income taxes (note 2) . B 38800 35:300
Earnings before equity earnings ' o - 82,397 ' 84%
Equity in earnings qj associated company 26,851 27.005
Net Earnings B $ 109,248 5 111.905
Provision for dividends on preference shares $ 11,598 S 10,722
Net earnings applicable to comman shares $ 97,650 S 101,83

Per comman share 3 8.1 3 8.65
Retained Earnings
Balance at beginning of year $ 566,357 $ 473,284
Net earnings 109,248 111,805
Dividends (note 11) (23,908) (18,832)
Expenses relating to issue of common shares,
_nef of income taxes - - {203) —
Balance at end of year $ 651,494 5 566,357




THE ALGOMA STEEL CORPORATION, LIMITED
CONSOLIDATEC FINANCIAL STATEMENTS

Financial Position

as al December 31

1980 1879
S - (Thousands of Dollars)
Current Assets
Cash and short term investments, at cos! {approximates market) % 85,153 $ 11,807
Accounts receivable 155,277 139.786
Inventories (note 3) 316,252 278.210
Prepaid expenses - - 5,463 5.661
Totalcurrentassets - - 562,145 435,464
Current Liabilities - o B S
Bank overdrafi — 7,030
Accounts payable and accrued 147,470 136619
Taxes payable ) ) 9,722 7,207
" Total current iabilities S 157182 150856
w;rking Capilalri ; - S
Current assels less current liabilites ' B - 404,953 - 284.608
Other Assets I S
Non current accounts receivable 1,000 2.200
Long term invesiments {note 4) 212,141 197.243
Net fixed assels (note 5) 644,798 586,994
Unamortized debenture expense 1,986 2,138
~ Tofal other assets T T T 859,925 788,575
Total Invesiment o - o
Working capital plus cther assets 1,264,878 1,073,183
Long Term Liabiliues?note 7 S
Long term debt (note 8) 293,734 298.625
Accrued past service pension cost {note 9) 10,806 11,653
Deferred income taxes 82,775 44 357
Total long term liabilities 387,315 354,635

Excess of total investment over long term liabilities B B 877,563 718,548
Commitments and Contingencies

(notes 2, 6 and 9)
Shareholders’ Equity
Capital stock {note 10)

Preference shares 136,530 139,813

Common shares 89,539 12,378
Retained earnings 651,494 566.357

Total shareholde?s' equity 877,563 $718,548

On behalf of the Board:

Director

/),%1/ s

Director

!
7/7‘
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THE ALGOMA STEEL CORPORATION, LIMITED
CONSOLIDATED FINANCIAL STATEMENTS

Changes in Financial Position

for the years ended December 31

1980

1979

Source of Working Capital
Operations

(Thoﬁgénds of Dollars)

Net earnings $109,248 $111,905
Fquity in undistributed earnings of associated ccmpany (15,359) (18,731
Other itlems included in earnings not resulling in an outlay or receipt of funds 87,558 87,482
o - N 181,447 180.656
Precceeds from Iong term loans 35,000 107,213
Precceeds from issue of common shares 76,804 295
Other B 2,245 1,118
- B 295496 289,282
Application of Working Capital -
Additions 1o fixed assets
Manufacturing plants 82,374 65,180
Raw matlerial properties 24,820 24,088
o ) ) 107,194 89,268
Long term investmen!s - 44,940
Reduction of long term debt 39,891 57,263
Preference shares purchased for cancellation 3,283 188
Dividends 23,908 18,832
Other B 875 1,098
) 175,151 211,589
Working Capitai -
Increase during year 120,345 77.693
Balance at beginning of year 284,608 206,915
Balance at end gi_y'ear o o $404,953 £284,608
Changes in Working Capital
Current Assets Increase {Decrease)
Cash and shorl term investments $ 73,346 $ 11,807
Accounts receivabie 15,491 1,600
Inventories 38,042 59,445
Prepaid expenses (198) 219
' 126,681 73.071
Current Liabililles Increase (Decrease)
Bank overdraft (7,030) (2,952)
Promissory notes — (16,130}
Accounts payable and accrucd 10,851 19,743
Taxes payable 2,515 167
Long term debt due within one year - (5.450)
" B 6,336 (4.622)
Working Capital
Increase during year $120,345 $ 77.693




THE ALGOMA STEEL CORPORATION, LIMITED

Notes to Consolidated Financial Statements

Summary of Significant Accounting Policies

Principles of Consolidation

The consolidated financial statements include the accounts of ali subsidiary companies and significant inter-
company iransactions are eliminated. Assets, liabilities and resuits of gperations of United States subsidiaries are
included assuming $1 Canadian equal 1o 51 United States; if these were translated to the actual Canadian doilar
equivalent, using historical rates to translate non current assets and long term liabitities, there would be no material
effect on these financial statements. The investments in the associated company, Dominion Bridge Company,
Limited, and in the cost sharing Tilden Mine joint venture producing irgn ore pellets are accounted for by the equity
method.

Inventories

Finished products and work in process are valued at the lower of cost and nel realizable value. Raw materials and
supplies are valued at the lower of cost and replacement cost.

Fixed Assets

Froperty, plant and equipment are recorded at cost. Expenditures for improvements and renewals which extend
economic life and for mine development are capitalized. Maintenance and repairs are charged to earnings as
incurred excepting expenditures on periodic relines of blast furnaces which are accrued for in advance on a unit of
production basis.

Depreciation of manufacturing plant and equipment, which comprises over 80% of fixed assets, is provided using
the slraight-line method applied to the cost of the assets based on their estimated useful composite lite of approx-
imately 20 years and beginning when they commence operation. Plant and equipment al raw material properties
and mine development costs are either depreciated on a straight-line basis at rates intended to amortize the cost of
these assets over their estimated economic lives or are amortized on a unit of production basis over the estimated
recoverable raw material reserves.

Interest incurred on funds borrowed directly 1o tinance the development of new raw material properties is capital-
ized during the period of construction and initial development.

Exploration, Research and Start Up Expenses

Expenses in exploring for raw materials, investigating and holding raw material properiies and costs of research
and slart up of new production facilities are charged to earnings as incurred.

Income Taxes

Income taxes are provided for on the deferred tax allocation basis. Since regulations in Canada and the United
Slates permit the deduction of expenses in calculating laxable income which may not correspond with amounts
recorded for financial reporting, income taxes charged to earnings may differ from those currently payable. Income
taxes charged 1o earnings, in excess of those currently payable, are shown as deferred income taxes in the finan-
cial stalements.

fnvestment tax credits are deducted from income taxes charged to earnings provided there is a reasonable expec-
tation they will be claimed against current taxes payable prior to expiry of the applicable carry-forward period.

iIncome Taxes

The income tax provision for 1980 was all deferred and was reduced by $18.2 million by utllization of depletion,
resource and inventory allowance deductions in determining income taxes.

Investment tax credits of $2.0 million were utilized to reduce 1980 income taxes. Unused investmen! tax credits
available for reduction of income taxes in the statement of Earnings in the years 1981 to 1987 amount t0 $29.8 mil-
lion at December 31, 1980.

Revenue Canada has issued a reassessment relating to earned depletion which would increase the Corporation’s
deterred income tax provision for the year 1975 and the basis for the reassessment could have application to sub-
sequent years. A Notice of Objection has been filed and representations will be made on the matter. The Corpo-
ration and its legal advisors are of the opinion that the Corporation’s arguments have merit and that the prospects
of successfully oppesing the arguments of Revenue Canada are favourable. Accordingly, the potential increase in
deferred income laxes for 1975 and subsequent years has not been provided for in the financial statements. In the
event of an adverse ruling, the income tax provision for the years 1975 to 1979 inclusive and for 1980 would be
increased approximately $7.5 million and $1.0 milliion respectively.
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Inventories

[ . R 1980 1979
{millicns of dollars)
Finished products $ 4441 3 427
Work in process 88.8 71.2
Raw materials and supplies - - - S 183.4 __164.3
$ 316.3 § 278.2
Long Term Investments
- R N o 180 1979
{milions of dollars)y
Associated company $ 168.6 3 1533
Joint venture 41.3 41.9
Other - - o 2.2 2.0
$ 21241 g 197.2
Net Fixed Assets
1980 1979

{millions of dollars)
Property. plant and equipment:

Manufaciuring plants § 955.2 3 8732
__Raw material properties o ~ o 209.9 188.0
1,165.1 1.061.2

Accumulaled depreciation and amaortization ) L 5203 474.2
S 644.8 § 587.0

Commitments

(a) The Corporation, as a participant in the Tilden Mine joint venture, is entitled 1o receive its 30% share of produc-
ion and is committed to pay its share of costs including minimum charges for principal and interest (o cover the
servicing of long term debt. The Corporation’s share of such minimum charges was $23.3 million in 1980 and will
average approximately $21.5 million annually during the next five years.

{b) The estimated amount required to complete approved capital projects is $546 million which includes $30C mul-
lion for the construction of a new seamtess Wwbe mili. These projects are expected (0 be completed during the next
four years. Commitments of $131 million are outstanding on these projects at December 31, 1980.

Long Term Leases

Rentals under long term leases amounted 1o $9.9 million in 1980 Future minimum rentals will aggregate $75.8 mil-
llon and in each of the next five years will be {in millions of dollars) $8.2. 37.9, $7.4, $7.3 and 36.5. These rentals
are payable principaily under leases of steel processing plant and equipment which contain options to purchase
and under leases of raw material properties.

Certain leases entered into prior 1o 1979 are deemed {0 be capital leases but have been accounted for as operating
leases pursuant 1o the transitional provisions of the C.I.C.A. accounting recommendation effective in 1973, Il such
leases were accounted for as capital leases there would not have been any material effect on net earnings and the
leases would be shewn in the statement of Financial Position as foliows:

1980 1979
{millions of dollars)

Leased assets which include steel manufacturing equipment,

ancillary equipment and motor vessel $ 390 § 392
Accumulated amortization 17.5 i5.0
$ 215 g 242

Obligations relating to these leases
Current portion 3 2.6 3 25
Long term obligation - 233 257
$ 259 3 282

Interest rates implicit in such leases range from approximately 7% to 12% and expiry dates occur between 1981
and 1994,



10.

Long Term Debt

1980 1979
(millions cf dollars)

Debentures (a}
7%% series C maturing 1987 S5 16.7 $ 18.0
8% % series O maturing 1991 28.4 307
10%% series £ maturing 1994 44.0 48.0
11 % series F maturing 1995 61.7 63.2
Floating rate series G maturing 1999 (b) 60.0 £0.0
Floating rale series | maturing 1994 {b) 46.9 469
9.65% note maturing 2000 {c) 35.0 —
8% notes maturing 1991 - 20.5
Bark loans - 11.3

$293.7 $298.6

Sinking fund requirements for years 1981 and 1982 have been satisfied by purchase of debentures in the open
markel. Unsatisfied sinking fund and other repayment requirements for each of the three years after 1982 are (in
millions of dollars) $9.9, $12.5 and $12.5.

(a) The debentures rank pari passu and are secured by a Trust Indenlure containing a first floating charge cn all
assets of the Corporation in Ontario.

(b) Series G income debentures bear non-taxable interest at 1%% over one-half of the prime lending rate of a
Canadian chartered bank. The Corporation is permitted to cenvert this obligation into series H debentures bearing
taxable interest which varies from %% to %% over the prime lending rate of a Canadian chartered bank.

Series | ncome debentures in the principal amcunt of $40 million payable in United States currency bear nen-
laxable interest which varies from 1%% to 1'% over one-half of the London interbank Offering Rate (LIBOR) or, at
the option of the Corporation, from 1% to 1'% over cne-half of the prime lending rate of a Canadian chartered
bank on United States dollar demand loans tc commercial customers resident in Canada. The debentures are con-
vertible, at the oplicn of the Corporation, into a Canadian currency obligation bearing interes! which varies from 1%
tc 14 % over cne-half of the prime lending rate of a Canadian chartered bank. The Corporation is permitted to con-
vert this obligation into series J debentures bearing taxable interest at various rates and, at the option of the Corpo-
ration, may be in either United States or Canadian currency. A United States currency toan would bear interest
which varies from %% to 1% over LIBOR or, at the option of the Corporalion, from .30% to .55% over the prime
lending rate of a Canadian chartered hank on United States dollar demand Inans to commercial customers resident
in Canada. A Canadian currency loan would bear interest which varies from .30% to .55% over 1he prime lending
rate of a Canadian chariered bank.

(c} The 5.65% note, issued in January, 1980 in United States currency, is repayabie in annual instalments com-
mencing in 1983,

Pensions

The unfunded liability for pensions in respect of past service is $130 million, as estimated by independent actuaries,
of which $28 million is recorded in the statement of Financial Position.

Pension cosls charged to earnings were $25.5 million in 1280 and include those arising from current service and
annual payments on the total unfunded past service liabiiity. It is planned that fulure payments will discharge the
total unfunded past service liability by 1994.

Capltal Stock

(a) Preference shares
Authorized—7,861,200 shares of $25.00 each par value, issuable in series of which 2,261,200 shares are reserved
for conversion ot series A shares into 9% % cumulative redeemable preference shares series B,
Issued at December 31
1980 1979
(milions of dollars)

8% cumulative redeematbile tax deterred series A shares

(2,261,200in 1980 and 2,392,500 in 1979) $ 56.5 $ 59.8
Floating rate cumulative redeemable retractable
series C shares (2,000,000 in 1980 and 1979) 50.0 50.0
Floaling rate cumulative redeemable retractable
series D shares (1,200,000 in 1980 and 1979) 30.0 30.0
$136.5 $139.8
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12.

Series A shares are enlitled to annual dividends of $2.00 per share payable quarterly; commencing with the quar-
terly payment December 1, 1988, dividends received on that and future guarterly dates will be taxable. They are
redeemable after June 1, 1981 at the option of the Corporation at a premium of $1.25 per share which reduces
annually thereafter and are exchangeable afler September 1, 1988 on a share for share basis al the option of the
holder into 9%% cumulative redeemable preference shares series B on which dividends will be taxable. On June 1,
1879, the Corporation became obligated 10 purchase in each twelve month period up to 120,000 series A or B
shares 10 the extent that they are available at market prices not exceeding $25 per share. The Cerporation pur-
chased for cancellation 131,300 shares in 1280 at prices averaging $23.81 per share.

Series C shares are entitled to quarterly dividends at a rate equal to 1% % over one-nalf ot the mean prime lending
rate of five Canadian charlered banks. They are redeemable at the option of the Corporation at a premium of $.75
per share which reduces annually. The shares have a retractable feature which requires the Corporation to invite
tenders for the purchase of all such shares and to purchase at May 31, 1987 at $25.00 per share plus accrued and
unpaid dividends all shares deposited with the Corporation pursuant 1o the invitation. Not less than 45 days prior to
this date the Corporation is permitted to ofter an increased dividend rate or to create additional retraction privileges
for the benefit of shares not so purchased.

Series D shares are similar to series C excepting that they are entitled to quarierly dividends at a rate equal to
1%% over cne-half of the mean prime lending rate of tive Canadian chartered banks and are redeemable at the
option ot the Corporation after December 31, 1880. The Corporation is similarly required to invile tenders for the
purchase of these shares and to purchase shares so tendered at December 31, 1987.

(b) Common shares
Authorized—30,186,704 shares withou! par value.

lssued—14,029,353 shares at December 31, 1980 of which 2,338,225 shares were issued in December 1980 at
$33.00 per share under a rights issue.

Dividends
Dividends were declared as follows:
1980 1879
Preference shares (milions of dollars)
Series A
$2 00 per share in 1880 and 1979 $ 4.6 § 48
Series C
$2.19 per share in 1980 and $1.83 in 1979 4.4 3.6
Series D
32.15 per share in 1880 and $1.83 in 1879 2.6 2.2
Common shares
$1.00 per share in 1980 and $.70 in 1979 12.3 8.2
$23.9 318.8

Related Party Transactions

The Corporaticn is a subsidiary of Canadian Pacific Enterprises Limited which at December 31, 1980 held approx-
imately 57% of the Corporation’s cutstanding common shares. Canadian Pacific Enterprises Limited is a subsidiary
of Canadian Pacific Limited, a diversified corporation with its head office in Montreal, Quebec and consequently the
Corporation is related 1c the numerous companies in the Canadian Pacific grcup. The Corporation owns 42.8% of
the common shares of the associated company, Dominion Bridge Company, Limited, and a 30% interestin the
Tilden Mine joint venture,

in the normal course of business the Corporation sells its products to both Canadian Pacific Limited and to
BCominion Bridge Company, Limiled and to certain of their subsidiary companies at prevailing market prices and
credit terms. Similarly, the Corporation regularly purchases transportation and other services, capital goods and
iron ore pellets from the related parlies. The Corporalion has a revolving operating line of credil at competitive rates
with Canadian Pacific Securilies Limited, a wholly-owned subsidiary of Canadian Pacific Enterprises Limited, in the
amount of $40 million under which there were no amounts ouistanding at December 31, 1980.

Sales to related parties represented less than 9% of consolidated sales in 1980 and purchases from these parties
represenied approximately 12% ot consolidated cost of products sold. During 1380 Canadian Pacific Enterprises
Limited purchased from the Corporation under its rights issue 1,383,828 common shares for an aggregate consid-
eration of $45.7 million.

The following amounis were receivable from and payab'e to related parties at December 31, 1280 (in millicns of
dollars);

Shaort term invesiments $38.0
Accounts receivable $13.9
Accounts payable 1.1
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14.

Business Segments Information

Lines of Business

The Cerporation is a vertically integrated steel producer which cbtains most of its iron cre and ceal requirements
from properlies which it cwns, ieases or in which it has an interest in Canada and the United Stales. The Corpo-
ration's revenue is derived almost entirely from the sale of rolled stee! products, merchant iron. cokemaking by-
products and raw materials that may be surplus 1o steeimaking requirements from time 1o time.

Virtually all of the Corporation’s assets, excepting for the investment in the asscciated company, are related to
steeimaking activities and raw material supply.

1980 Operations by Geographic Area Canadian United States
e - Operations ~_Operations  Eliminations  Consolidated
(millions of dollars)

Sales
Sales to customers cutside

the enterprise $1.027.0 51221 51,1491
Inira-enterprise transters belween

geographic areas 114.9(a) 200.6(a) 3(315.5) —
Tolal sales 51,141.9(b) $322.7 $(315.5) 51.149.1
Earnings
Farnings from operations 5 1307 $17.0 % (1.3) S 146.4
Other income 3.7
Interest expense (28.9)
income {axes (38.8)
Equity in earnings of associated

company 26.8
Net earnings 5 109.2
Assets at December 31
Identifiable assets 51,1154 3138.0 $1,253.4
Investment in associated company o 168 6
Total - o $1.422.0

(a) Intra-enterprise sales between gecgraphic segments are at market prices for similar products.

(b) Canadian operations include export sales of $323 million.

Remuneration

Tatal direct remuneration of directors and senior officers amounted to $2.0 million.

Auditors’ Report to the Shareholders

We have examined the consolidated statement of financial position of The Algoma Steel Corporation, Limited as at
Cecember 31, 1980 and the consolidated statements of earnings and retained earnings and changes in financial
position for the year then ended. For The Algoma Steel Corporation, Limited and for those other companies of
which we are the auditors and which are consolidated in these financial statements, 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. For the associated company accounted for by the equity
method, we have relied on the repert of the auditors who have examined its financial statements.

In our opinion, these consolidated financial stalements present fairly the financial position of the company as at
December 31,1980 and the results of its operations and the changes in ils financial position for the year then
ended in accordance with generally accepled accounting principles applied on a basis consistent with that of the
preceding year.

i ik ASddd )

Sault Ste. Marie, Canada 4
February 10, 1981 Chartered Accountants
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Ten Year Summary of Operating and Financial Data

(tons in thousands and dollars in millions excepting per share data)

1980 1979 1978 1977 1976 1975 1974 1973 1972 1971
Operations
Produgtion—Iron Ore (1) ] GT. 3,691 4125 4109 3,839 4,089 3,478 3,165 3,217 2,961 2,797
—Coal @) NT. 2,907 2,868 2,069 1,929 2,235 2,425 1,984 2,413 2,490 2,202
—Coke _NT 1,470 1,546 1424 1,371 1539 1294 1,376 1,429 1,413 1,375
—lron N.T. 3,039 3374 3,148 2,848 2,806 2624 2774 2,619 2,288 2,136
—Raw Steel N.T. 3,179 3528 3317 2,974 2,888 2,748 2,763 2,650 2,426 2,360
Shipments—Steel Producls NT. 2,415 2597 2,456 2,201 2,036 1,968 2,018 1,946 1,753 1,700
Earnings and Related Statistics B :__ -
Sales $  1,1491 1,081.2 864.2 687.8 584.8 5415 474.1 376.2 3100 2718
Earnings Before Income Taxes and Equity Earnings $ 121.2 120.2 '~57L_ ) 55  (143) 16.3 57.9 308 122 11.8
Income Taxes $ 38.8 353 107 (15.8) (25.6) (10.6) 135 75 (3) K
Equity in Earnings of Associated Company $ 26.8 27.0 o 226 160 125 131 86 5.0 52 2.7
Net Earnings ’ $ 109.2 M9 77,19 37.3 23.8 43510  53.0 283 177 35.9(11)
Applicable to Preference Shares $ 116 10.7 9.5 69 40 -
Applicable to Common Shares $ 97.6 1012 676 304 19.8 4350100 53.0 28.3 177 3590
Dividends Paid: - o o B ]
On Preference Shares, and Related Taxes 8 11.6 10.6 o 94 68 35 - B
On Common Shares $ 12.3 8.2 - 2.3 129 163 1568 73 58 58
Earnings Retained in Business $ 85.3 931 677 28.2 7.4 27.2 372 210 119 301
Cash Flow From Operations S 8 1814 180.7 109.5 41.2 192 4986 89.4 57.8 327 51.801m
Per Common Share—Net Earnings (3x4) $ 8.21 8.65 B 5.79 2.60 1.70 3.72(100 454 2.43 183 3.1001m
—Cash Flow From Operations (3x4) $ 14.29 14,54 857 2.94 1.30 425 766 4.97 2.82 4.47011)
] —Dividends Paid $ 1.00 70 20 110 1.40 135 625 50 50
Net Earnings as % of - N - o e e
—Sales % 9.5 10.4 8.9 5.4 4.1 80 112 75 5.7 13.2
—Average Common Shareholders' Equity (5) % 14.8 18.0 150 7.5 5.1 117 15.7 9.2 61 13.3
—Average Total Investment (6) % 11.0 13.3 10.6 63 4.9 8.1 1.0 6.9 4.9 10.0
Cost ot Products Sold as % of Sales - % 81.2 80.9 841 882 898 85.1 778 808 84.8 84.7
Depreciation and Amortization B $ 47.3 39.9 35.7 33.6 33.0 293 261 235 20.6 18.9
Capltal Expenditures S o )
Manufacturing Facilities $ 82.4 65.2 24.2 15.1 3385 84.1 113.0 49.0 45.4 35.0
Mining Properties $ 24.8 241 150 145 17.0 18.6 186 16.0 6.6 4.
Total $ 107.2 89.3 39.2 29.6 50.5 1027 1316 65.0 52.0 39.1
Long Term Debt ——
Borrowings—Debentures $ 106.9 - 65.0 50.0 o 34.0
—Other $ 35.0 3 35 35 10.7 31.4 15.5 30.7 1.2
—Total $ 35.0 1072 35 35 10.7 96.4 65.5 307 12 34.0
Repayments $ 39.9 57.3 6.1 16.4 6.7 35 2.2 34 22 22
Interest and Expense $ 27.5 276 248 225 231 192 106 6.4 5.9 53
Financial Position at Year End
Current Assets $ 562.1 4355 3624 2984 2645 2200  166.1 131.3 129.5 124.7
Current Liabilities $ 157.2 150.9 155.5 145.2 175.2 141.7 109.2 68.2 75.3 40.5
Working Capital $ 405.0 284.6 206.9 153.2 89.3 78.3 56.9 631 542 84.2
Net Fixed Assels $ 644.8 587.0 5498 557.9 560.4 539.7 4684 3661 3265 2937
Total Assets $  1,422.1 1,224.1 1,050.8 973.1 924.4 8494 706.7 551.7 502.8 458.3
Total Investment (7) $ 1,2649 10732 8953 8279 749.2 707.7 597.5 4835 4275 417.8
Long Term Debt $ 293.7 298.6 2487 2513 2642 260.2 1674 1041 76.8 77.8
Preference Shares $ 136.5 139.8 140.0 140.0 60.0 _"
Common Shareholders’ Equity $ 741.0 578.8 4854 4177 389.7 384.0 356.8 319.1 2975 2856
Number of Common Shares Issued (000) No. 14,029 11,691 11672 11,672 11,672 11,670 11,670 11,635 11,595 11,595
Common Shareholders’ Equity Per Share (8) $ 52.77 49.44 41.53 35.73 33.35 32.90 30.58 27.42 2565 24.63
Number of Common Shareholders No. 7,812 8,748 9369 10,393 10,542 11,536 12,220 14958 16,191 17.080

Notes:

(1) Includes mines operated by the Corporation
and its share of production from joint ventures.

(2) Metallurgical and steam coal.

(3) Atter provision for dividends on preference
shares.

(4) Based on weighted average number of com-
mon shares outstanding during the year

(5) Net earnings are after deduction of amount
applicabie to preference shares.

(6) Net earnings are before deduction of inter-
est on long term debt net of income taxes

(7) Total assets less current liabilities.

(8) Based on common shares ssued as at
December 31,

(9) Includes an extraordinary credit of $7.5 mil-
lion amounting to 64¢ per common share.

(10) Includes an extraordinary gain ot $3.5 mil-
lion amounting to 30¢ per common share.

(11)Includes an extraordinary gain of $21.5 mil-
lion amounting to $1.85 per common share.
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Directors

RUSSELL S. ALLISON
Toronto, Ontario

Vice President

Eastern Region
Canadian Pacific Limiled

*tROBERT D. ABMSTRONG
Taronto, Ontario
Chairman and Chief Executive
Cfficer, Rio Algom Limited

IAN A. GRAY

Vancouver, British Cclumbia
President, Canadian Pacific
Air Lines, Limited

“JOHN MACNAMARA
Sault Ste. Marie, Ontario
President and Chief Execulive
Officer, The Algoma Steel
Corporation, Limited

W EARLE McLAUGHLIN
Montreal, Quebec
Former Chairman,
The Royal Bank of Canada

‘MAXWELL C. G. MEIGHEN, 0.BE

Toronto, Ontario
Chairman, Canadian General
Investments, Limited

TEARTHUR H. MINGAY
Toronto, Ontario
Chairman, The Canada
Trust Company

“tPAUL A NEPVEU
Montreal, Quebec
Vice-Chairman
Canadian Pacific
Enterprises Limited

tLEONARD N. SAVOIE
Sault Ste. Marie, Ontario
President and Chief
Executive Officer
Algoma Central Railway

W JOHN STENASON
Montreal. Quebec
President, Canadian Pagcific .
Enterprises Limited

ROBERT J. THEIS
Syracuse, New York
President. Canadian Pacific
Enterprises {(U.5.) Inc.

‘WALTER G. WARD
Toronto, Ontario
Chairman, The Algoma
Steel Corperation, Limited

* Member of Execulive Commitllee
T Member of Compensation Commitiee
1 Member of Audit Committee

Principal Officers

WALTER G. WARD
Chairman

JOHN MACNAMARA
President and Chiel
Executive Officer

PETER M. NIXON

Group Vice Fresident—
Manufacturing and Mining
JOSEPH D. R. POTTER
Group Vice President—
Finance and Corporate Services
ROBERT N. ROBERTSON
Group Vice President—
Marketing and Sales
DOUGLAS JOYCE

Senior Vice President
ROSS H. CUTMCRE

Vice President—
Accounting

SAMUEL H. ELLENS

Vice President—
Administration

R. GCRDON PATERSCN
Vice President—
Engineering

PATRICK L. ROONEY
Vice President—
Operaticns

DONALD L. McCEACHERN
Assislant Vice President—
Sales

HENRY A. SMITH
Secretary and

General Counsel
WILLIAM J. REED
Controller—

Steel and

Iron Ore Operations

J. KENNETH MORANO
Treasurer

£ Resigned January 1,1981



Corporate Information

MANUFACTURING AND MINING
FACILITIES

Canada

Sault Ste. Marie, Ontario

The Algoma Steel Corporation, Limited
Steelworks Division
Tube Division
Marine Division

Wawa, Ontario
Algoma Ore Division
Unlied States

West Virginia

Cannelton Industries, Inc.

Kanawha Division, Cannelton
Pacahontas Division, Superior
Indian Creek Division, Peytona

Maple Meadow Mining Company, Fairdale
Michigan

Cannelton Iren Qre Company
Tilden Mine Joint Venture, Ishpeming

Algoma Tube Corpoeration, Dafter

INCORPORATION
Under the laws of the Province of Ontario

SHARE TRANSFER AGENTS AND
REGISTRARS

Montreal Trust Company, Saint John,
Montreal. Toronto, Winnipeg,
Regina, Calgary and Vancouver

The Royal Bank of Canada Trust
Company, New York

SHARES LISTED

Montreal, Toronto and Vancouver
Stock Exchanges

TRUSTEE FOR DEBENTURES

Montreal Trust Company,
Toronto, Ontario

REGISTRAR FOR DEBENTURES

Montreal Trust Company, Montreal,
Toronte, Winnipeg and Vancouver

VALUATION DAY VALUES
(for Canadian Income Tax Purposes)

Series C Debenture § 24.00
Series D Debenture $103.50
Commen Share § 13.38

Products and
Sales Office Locations

PRODUCTS

Algoma Sinter
Coal
Coke
Coal Tar Chemicals
Pig Iron
Ingots, Blooms, Billets and Slabs
Wide Flange Shapes
Welded Wide Flange Shapes
H-Bearing Piles
Standard Angles, Channels and Beams
Zees
Heavy and Light Rails
Tie Plates and Splice Bars
Hot Rolled Bars
Reinforcing Bars
Forged Stee! Grinding Balls
Grinding Rods
Hot Rolled Sheet
Cold Relled Sheel and Strip
Plate
Sheared and Gas Cut
Heat Treated
Universal Mill
Floor
Seamless Tubular Products
Casing
Line Pipe
Standard Pipe
Mechanical Tubing
Coupling Stock

SALES OFFICES

Sault Ste. Marie, Cntario
Moncton, New Brunswick
Montreal, Cuebec

Toronto, Cntario

Hamilton, Cntario

Windsor, Ontario

Winnipeg. Manitoba
Calgary, Alberta

Vancouver, British Columbia
Houston, Texas®

-Algoma Tube Cerporation
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