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Information with respect to LIO shares

Range of prices per share
on Toronto Stock Exchange

For quarter ending Dividends (expressed in Canadian currency)
March 31, 1977 $0.40 $14 $16

June 30, 1977 0.40 1" 16

September 30, 1977 0.20 13% 15/

December 31, 1977 0.20 1014, 14

March 31, 1978 0.20 814, 1

June 30, 1978 0.20 83 934

September 30, 1978 0.10 81/ 97

December 31, 1978 nil 614 914

1978

9,000,000
10,800,000

$ 9,053,000
$ 743,000

8,500,000
$107,037,000
$ (9,285,000)
$(16,796,000)

$ 413,000
$ 55,000
$ (7,137,000)
$ (7,082,000)
$ 1,978,000

3,955,025

1977

8,700,000
8,200,000

$ 26,381,000
$ 874,000

6,900,000
$105,639,000
$ 15,085,000
9,299,000
2,643,000

34,000

7 €04

7,057,000
6,545,000
(886,000)
5,659,000
4,746,000

3,955,025
4,529
2,741
1,567
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The annual general meeting of LIO shareholders will
be held on Monday, June 11, 1979, at 10:00 a.m. at
The Ritz-Carlton Hotel, Montreal, Quebec, Canada.
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LIBERIAN IRON ORE LIMITED (LIO)

is an equal partner with the Liberian Government in
LAMCO, The Liberian American-Swedish Minerals
Company. LAMCO, in turn, is a participant (75%) with
Bethlehem Steel Corporation through its wholly ewned
subsidiary Liberia Bethlehem Iron Mines Company
(25%) in the LAMCO loint Venture iron ore project.
This mining enterprise represents a basic investment
of more than $375,000,000 in the development of high
grade iron ore deposits in the Nimba Mountain region
of Northern Liberia. The mine, and the modern mining
community, is connected by a 165-mile railroad with the
Liberian port of Buchanan. Ore loaded here is shipped
to steel plants in Europe, North America and Japan.

GRANGES INTERNATIONAL MINING

is a company in the Granges AB Group, acting as Man-
aging Agent for and on behalf of the Joint Venturers
and as Sales Agent for LAMCO.

OFFICERS Tryaggve Angel
President
Arne Dahlstrom
Executive Vice President
HEAD OFFICE P.O.Box 16316,

S-103 26 Stockholm, Sweden

LAMCO J.V. OPERATING COMPANY

is a subsidiary of Grénges International Mining.
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To the Shareholders

Because of the recession in the steel industry, LAMCO,
in which LIO is a partner with the Liberian Govern-
ment, reported a net loss of $16,796,000 in 1978
compared with a net profit of $9,299,000 in 1977.
Shipments increased by some 23 percent in 1978 to
approximately 8.5 million tons but total revenues in-
creased only about one percent to $107,037,000 due
to reductions in prices.

The structural transformation of the European steel
industry, LAMCO’s main market, continues as a
result of its economic problems. The effects on the
iron ore industry have been serious. Prices have de-
clined since 1976 and demand has been reduced,
especially for pellets. Some improvement in the vol-
ume of the market was noted in 1978 and is ex-
pected to continue ‘in 1979. In spite of this and the
price increase of some 8 percent for 1979 shipments,
LAMCO’s management does not expect a return to
profits in 1979.

The LAMCO Joint Venture austerity program
introduced in 1977 is being continued in order to
further reduce capital expenditures and operating
costs. LAMCO’s Board of Directors did not declare
any dividends on the preferred or common stock in
respect of 1978. Furthermore, the holders of
LAMCOQO?’s preferred stock have agreed to the post-
ponement to 1980 of scheduled redemptions due in
1977, 1978 and 1979 aggregating $8.9 million. Un-
paid cumulative dividends on LAMCO’s preferred
stock aggregated $3,700,000 as of December 31, 1978,
and at that date dividends on the LAMCO common
stock held by LIO equivalent to the royalty accrued
to the Government of Liberia aggregating $5,300,000
had not been declared.

As a result of the operations of LAMCO, LIO in-
curred a net loss in 1978, after the change in equity in
the undistributed earnings of LAMCO, of §7,082,000

or $1.79 per share, compared with a net profit, cal-
culated on the same basis, of $5,659,000, or $1.43 per
share, in 1977. Excluding adjustments for equity in
LAMCO, LIO had a profit of $56,000, or $.01 per
share, in 1978, compared with a profit of $6,545,000,
or $1.65 per share, in 1977.

In 1978 LIO received no income from LAMCO.
The Board of Directors of LIO reduced LIO’s div-
idends to 20 cents per share, paid in respect of the
fourth quarter of 1977 and the first two quarters of
1978, and to 10 cents per share paid in respect of the
third quarter of 1978. The LIO Board announced in
October 1978 the suspension of further dividends un-
til substantial improvements are noted in the results of
LAMCO. Dividends are not presently expected to be
resumed by LIO in 1979.

The following changes in the Boards of Directors of
LIO and LAMCO have occurred since the publica-
tion of the 1977 annual report:

LIO

Mr. Hans Werthén, a director since 1977, was elected
chairman and president of the Company, succeeding
Mr. Erland Waldenstrom, who retired. Mr. Werthén
is chairman of the Grénges and Electrolux companies
of Sweden.

Mr. Bo Abrahamsson, president of the Gringes
company, was elected a director, filling the vacancy
caused by Mr. Waldenstrom'’s retirement.

LAMCO
Mr. Abrahamsson was elected a director, succeeding
Mr. Waldenstrom.

The past year has been a difficult one for both LIO
and LAMCO. I can assure the shareholders that every
effort is being made to improve our position.

May, 1979

S WM/A:

Hans Werthén
Chairman and President

This report is submitted on behalf of the Board of Directors.
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1978 in Review and Preview of 1979

Iron Ore and Steel Market and LAMCQO Sales

The world market for iron ore recovered slightly dur-
ing 1978 but did not match the increase in world pro-
duction of steel, which was higher than in the previous
record year of 1974. As the demand for steel rose,
many steel mills were able to fill their ore needs from
already large stockpiles and thus had no need for pur-
chases in the world market. In addition, most of the
increase in steel production occurred in the U.S.S.R.,
the People’s Republic of China and certain develop-
ing countries, areas which are largely self-supporting
in terms of their iron ore requirements. The consump-
tion of steel scrap was also relatively high, further re-
ducing the need for ore.

The output of crude steel in the three major iron
ore importing regions—the European Economic Com-
munity, Japan and the United States—was still below
peak-year figures. In the EEC area, mills produced
only 132 million tons in 1978, compared with 156
million in 1974. Steel mills in Japan produced only
102 million tons of steel last year, as against 117 mil-
lion tons four years earlier. Steel production in the
United States, 123 million tons, was also 13 million
tons below the record established in 1973. Thus, while
world production of steel was marginally higher than
in 1974, trading in iron ore was still 15 percent below
the level of 1974.

In Europe, which is LAMCO’s main market, the
steel industry is continuing to suffer heavy losses and
the consequent restructuring of the industry has had a
serious impact on producers of iron ore. However,
some improvement in the demand for iron ore was
noted in 1978 and is expected to continue in 1979.
LAMCO’s shipments increased substantially, from
6.9 million tons in 1977 to 8.5 million in 1978.
LAMCO’s sales revenues rose only marginally, how-
ever, from $105,639,000 in 1977 to $107,037,000 in
1978 because of a decrease in sales prices.

For 1979 LAMCO has negotiated sales prices
which are up some 8 percent compared to 1978. Sales
are at this time expected to reach 8.0 million tons,
provided that the activity in the European steel in-
dustry continues to improve.

LAMCO Joint Venture Production and Shipments

Combined Joint Venture production of finished prod-
ucts from the Nimba and Tokadeh mines in 1978 was

9.0 million tons, an increase of 3 percent from the 8.7
million tons produced a year earlier. Except for the
production of a limited quantity of run-of-mine ore,
the Tokadeh mine was closed throughout the year, as
was the pellet plant in Buchanan.

Joint Venture production consisted of 8.4 million
tons of fines, about 200,000 tons of run-of-mine ore
and approximately 400,000 tons of washed lumpy ore
produced early in the year before completion of the
crushing station in Buchanan.

The improvement in Joint Venture shipments early
in the year made it necessary to operate the Nimba
Mine at full capacity beginning in April. The
LAMCO stockpile of washed lumpy, which had
amounted to 2,753,000 tons at the beginning of
1978, was reduced by 1,660,000 tons during the
year, largely through crushing to fines. The remaining
stockpile is expected to be substantially eliminated
during 1979 and 1980. To meet the changed market
demand, all lumpy ore produced in the washing
plant is now being crushed to fines.

During 1978 LAMCO shipped virtually all of its
stockpile of pellets, amounting to 800,000 tons. Fore-
casts for pellet sales are not encouraging enough to
warrant reopening of the pelletizing plant.

Joint Venture production in 1979 is forecast at 9.7
million tons, of which LAMCO will take 7.3 million
tons.

Operating Costs

The Joint Venture had net costs of production of
$84.4 million in 1978, the same as in 1977. Cost sav-
ings were realized during 1978 as a result of the clos-
ing down of the pellet plant. However, these savings
were partially offset by higher employee costs and
by a write-off of materials and supplies related to the
pellet plant.

Exploration and Iron Ore Reserves

On the basis of a rock stability and pit optimization
study of the Nimba Main Orebody carried out in
1974, the Manager has estimated the total remaining
proven and mineable ore reserves in the Nimba range
as of December 31, 1978 at 92 million tons having
an average grade of 63 percent (dry) Fe. These re-
serves are estimated to be sufficient for the continua-
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tion of production of crude ore at the rate of 12 mil-
lion tons per year through the mid-1980s, at which
point production would decline until terminated. The
Manager is presently reestimating the ore reserves of
the Nimba Main Orebody through a new pit optimiza-
tion study in which current ore prices and costs for
waste stripping are important factors.

As part of a long range development program the
Joint Venture has continued exploration and mine
planning work of deposits within the western part of
the Nimba Concession Areas. The geological reserves
of proven soft and medium hard ore in this area
(Mts. Tokadeh, Gangra, Yuelliton and Beeton) as of
December 31, 1978, are estimated by the Manager at
535 million tons having an average grade of 51.3 per-
cent (dry) Fe. Preliminary estimates indicate that out
of these geological reserves 438 million tons can be
classified as mineable reserves, which would produce
roughly 260 million tons of finished products.

A total of $743,000 was spent on exploration in
1978, as compared with $874,000 in 1977. Expendi-
tures in 1979 are expected to be at a lower level than
in 1978.

Product Development

As a result of changing market demand, the Joint
Venture is crushing all lumpy ore to fines and mixing
it with other washed fines. The new permanent
crusher was placed in operation during the early part
of 1978, supplementing a temporary crusher. Nearly
1.5 million tons of lumpy ore from the stockpile were
crushed during 1978, compared with approximately
900,000 tons in 1977.

Capital Expenditures

The size of Joint Venture capital expenditures was
affected by the austerity program introduced in the
latter part of 1977. A total of $9.1 million was spent
on property and equipment in 1978, compared with
$26.4 million in 1977. The largest investment project
in 1978 involved completion of the Washed Lumpy
conversion project at Buchanan, at a final cost of
$5.6 million.

Capital expenditures for the Joint Venture in 1979
are currently estimated at $14 million.

6

Commercial Traffic

Commercial traffic on the Joint Venture’s railway
amounted to 4,068 carloads, an increase of 1,268
over the 2,800 carloads moved in 1977, when there
had been exceptionally low volumes of logs and sawn
timber. The higher traffic in 1978 generated addi-
tional gross revenues of approximately $500,000.

Traffic in the commercial harbor at Buchanan to-
taled 241,000 tons, a decrease of 91,000 tons com-
pared with the 1977 volume. Virtually all of the de-
crease was attributable to Joint Venture goods. Ex-
ports from the harbor increased by 8,000 tons.

Labor Relations

After long and protracted negotiations, an agreement
was reached between the Joint Venture and the
LAMCO Mine Workers Union in December 1978.
The agreement, which is retroactive to January 1,
1978, provides for wage increases in 1978 and 1979,
housing subsidies, shift allowances, and other worker
benefits. As a result of the agreement, additional costs
to the Joint Venture for 1978 and 1979 are estimated
to be $6,400,000, of which approximately $2,000,000
was incurred in 1978.

In addition, the agreement provides for the Joint
Venture to renovate 547 worker houses; management
estimates the cost of this renovation will be $2,500,000.

Personnel and Liberianization

At year-end 1978, the Joint Venture had a total of
4,546 employees, compared with 4,695 at the close
of the preceding year. The number of foreign staff
employees was 477 at the end of 1978, compared with
521 a year earlier. The percentage of Liberians in job
classifications where expatriates have been employed
increased again in 1978. At the end of the year 54
percent of the positions in this job category were held
by Liberians, as compared with 50 percent at year-
end 1977.

Late in 1978 the Government of Liberia requested
the Joint Venture to file a new program calling for
accelerated Liberianization of the work force. Al-
though a new program has not yet been completed, it
is believed that the costs associated with a more rapid



Liberianization of the Joint Venture will be sub-
stantial.

Training Program and Scholarships

Training activity continued at a high level during
1978, with emphasis on qualitative programs in line
with the Liberianization objectives. A total of about
600 persons participated in training programs or de-
velopment courses. In addition, 27 vocational/high
school graduates were enrolled in basic skills pro-
grams. The expansion of facilities at the Wallenberg
Training Center progressed on schedule and construc-
tion work will be completed in 1979.

During the year 42 Joint Venture employees partic-
ipated in the railroad training program organized in
collaboration with the Swedish State Railways. A new
Railroad Training Center was completed in 1978 and
will become fully operational in 1979.

A total of 45 overseas scholarships for Liberians
were administered under the Joint Venture’s scholar-
ship program. Overall, 68 employees commenced or
continued overseas training in 1978, including 24 who
completed their programs and returned to Liberia. In
addition, 109 local scholarships were awarded to stu-
dents in Liberian educational institutions.

At the opening of the school year in the fall of 1978
there were 4,002 pupils and 168 teachers in the
LAMCO Area School System, compared with 4,353
pupils and 160 teachers a year earlier. The Joint
Venture continued its $275,000 annual contribution
to the System and made other financial support avail-
able to a large number of students throughout Liberia.

LAMCO

Housing and Medical Care

The first 63 houses in the Joint Venture’s “Own Your
Own Home” program were completed during 1978.
The program, designed to improve the housing oppor-
tunities for junior staff and skilled workers in the
Buchanan area, was made possible through the dona-
tion of land by the Liberian Government and long-
term financing arrangements underwritten by the
Joint Venture, It is planned to expand the community
in Buchanan to cover 150 homes and supporting fa-
cilities. A similar project is under consideration in
Nimba.

During the year the Joint Venture hospitals in
Nimba and Buchanan treated a total of 7,699 pa-
tients, most of whom were not associated with
LAMCO.

Transportation of Guinean Ore

As shareholders have been advised earlier, the Joint
Venture and Mifergui-Nimba Co., a Guinean mixed
company, entered into a basic agreement in 1976
describing the general principles under which the
Joint Venture will agree to transport, handle and
load ore from a new mine to be constructed in a por-
tion of the Nimba Range in the Republic of Guinea,
about 20 kilometers from the Joint Venture’s mine in
Liberia. Negotiations with Mifergui on a transporta-
tion contract began in 1977 and are continuing. A
feasibility study by Mifergui was completed in 1978.
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Balance Sheet

(Expressed in United States dollars) December 31,
1978 1977
ASSETS
Current Assets
Cash, including time deposits of $4,030,000 ($6,680,000-1977) . .............. $ 4,059,000 $ 6,722,000
e ] (e e o e O T e et S et b o R el s BT e 47,000 116,000
R | T e A o L e ey (FEURE GRS, MRS CEE, B S o 4,106,000 6,838,000

Investment in LAMCO (Notes 1, 2 and 3)

B8-S eriesit preterrad stoCK. ... oL SRS T i e e e e eiae e 9,900,000 9,900,000
Claasi B commOnIstock @t @OUIY i itz raslataterstyisiss e 1615 s thel oksstars fara slste wva 36,080,000 43,217,000
Capital obligation, noninterest-bearing, at cost, receivable only upon liquidation 12,856,000 12,856,000
58,836,000 65,973,000
Organization and Preoperating Expenses less accumulated amortization of
$37T.0001(5352.000=1977) (Notes 1'andiB) .. -s: iy covvie s i sime viwn e sioe svis ois 237,000 262,000
LIABILITIES and CAPITAL
Current Liabilities
CEETIRED BTN Shann b e Bt i o B o Tt 67 000 G o e $ 68000 $ 111,000
Dividendaidediaradiand UNPaid: .= i i ini vt i il ey st st sjea e 791,000
otal crrrantiliabilters R o T T o e e e s hiar e fucoioss 68,000 902,000
Capital
Capital stock—without par value:
Authorized—5,000,000 shares
Issued—3,955,025 shares ...... T e TR g s 23,487,000 23,487,000
Equity in capital in excess of par value of LAMCO ..................... ... 2,250,000 2,250,000
Retained earnings, per accompanying statement .............. ... ... ... 37,374,000 46,434,000
63,111,000 72,171,000
$63,179,000 $73,073,000

The accompanying financial statements
of Liberian Iron Ore Limited have been
approved by its Board of Directors.

Hans Werthén

Bo Abrahamsson



Statement of Profit and Loss

LIO

(Expressed in United States dollars) Year ended
December 31,

1978

Dividends and interest income:
Dividends from LAMCO:

1977

Serias C preaforred S10ck 1n i onte e s o 2o Al Sanh ettt $ 556,000
Class B common stock (includes $3,000,000 distribution in 1977 of 1976
e 0] R L L b S s e o L B e e SIS DA oy 3 oo 6,221,000
6,777,000
INTBrOBE IRCOMNE .. o ¢ s velrbisierte noss obls o Nate T mtncs, fcn s by ST S0 S ate T es $ 413,000 280,000
413,000 7,057,000
Expenses:
Liberian tax on preferred stock dividends (Note9) ................oouns. 139,000
Other expenses (Notes 6and 13) . .......ccoiiiiiinrinriieenernnnarann 358,000 373,000
358,000 512,000
Profit before adjustment for equity in LAMCO ..... ... ... ..o, 55,000 6,545,000
Change in equity in the undistributed earnings of LAMCO (Note 11) . ........ (7,137,000) (886,000)
Nt OB O B Il ceh o oh v hinieis wivis wim siain eonse s wyme wbis e e scamavin bl ol b iesetinir ($ 7,082,0000 $ 5,659,000
Net (loss) profit per share (including $0.01 in 1978; $1.65 in 1977 in dividends
and interest Income (e85 BXPBNEEA) . o iihiiile isias tainivrist Fpieaisls ol lets % 1.79) § 1.43
Statement of Retained Earnings
(Expressed in United States dollars) Year ended
December 31,
1978 1977
Net (loss) profit per accompanying statement of profit and loss ............ ($ 7,082,000) $ 5,659,000
Retained earnings at beginningofyear ...t 46,434,000 45,521,000
39,352,000 51,180,000
Deduct: — Cash dividends declared of $0.50 per share ($1.20-1977) ...... 1,978,000 4,746,000
Retained earnings atend of year .............. . it $37,374,000 $46,434,000
Represented by: B il e
Accumulated profits before equity in undistributed earnings of LAMCO .... $ 4,544,000 $ 6,467,000
Equity in undistributed earnings of LAMCO .......... ... ... ... 32,830,000 39,967,000
$37,374,000 $46,434,000
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Balance Sheet (Including LAMCO's undivided 75%, share of the assets and liabilities of

(Expressed in United States dollars) December 31,
1978 1977

ASSETS
Current Assets
Cash, including interest-bearing deposits of $9,050,000 ($2,800,000-1977) .... $ 10,648,000 $ 3,725,000
Accounts receivable:

T e O i 2 18,148,000 25,298,000

DNET cienn oo s s Galssi e s 5780 s o e L T s e s ol T e e 2,954,000 1,450,000
Inventories (Note' 1)

Mined ore and processed products ...t 26,006,000 47,205,000

Materials andPaUPPIIES: <l v sl sl sl owvsre S wriralsom ol R A S e 10,500,000 12,174,000*
Prepaid BXDBESEE. ... ..oqi oloe e saluimsamsste 580 singassa sxtind sttt e ossie: sits asmca e 8 100,000 333,000

ORI CUITENT AS8OLE i i vl itate hinrvia il e et aas Lo AT S s T ey 68,356,000 90,185,000

Property and Equipment, in concession areas, at cost (Notes 1 and 5):

Bajlroad il SR i o e e e L I 46,887,000 46,887,000
HArbor . .cnibmivis cmm v fais Sy jlinins St Samieie s s e eerals o Ve e e 26,129,000 26,129,000
Hoade and 8lEetrDn . ...l b e i s thin i aichmase ek s ot he o Lo e 6,435,000 6,395,000
Bullding®&ies oo s v adl Lo swpsionsnn Sb o st eaithis g b o 33,679,000 32,274,000
2T )T o] 0 e (] S i S o T L e 11,853,000 11,853,000
Special purpose structures, machinery and equipment ..................... 106,554,000 101,358,000*
Motor vehicles, boats and heavy-duty equipment .......................... 28,670,000 26,807,000
260,207,000 251,703,000

Lesa-—=Accumulated depreciation & \a i vk wvus iesiiiiod o bleslv s s wisriie o 142,773,000 126,628,000
117,434,000 125,075,000

ConetructONNIPIOBIEBE: i v wls wale ihaar ot b s Licscs el ebsas e e oo e ot 2,270,000 5,852,000

119,704,000 130,927,000

Exploration and Development Costs,
Interest during Preoperating Period and Mining Concession,
less accumulated amortization of $20,363,000 ($18,494,000-1977)
(Notes:11andiB) ... it b mmon. e albre Bt oo I it e h e 15,404,000 16,716,000
$203,464,000 $237,828,000

* Reclassified for comparative purposes.



the LAMCO Joint Venture)

LIABILITIES and CAPITAL

Current Liabilities

Current maturities of senior indebtedness ................ .. ... .ol

Sl aTelAE e g T U Lo T e et e e B B i e e S T L vt

Accounts payable and accrued liabilities ............... ... o i

Acerted rovaltyiNote 2Y . . . - or s an i e aieis e sl 0 e b e

A e I OTOBE s v iieis vier e siuisrezans s TaRa e atos ol akatal b e e or fonc i | B e
Totallcorment labiliHes: | e s ol ot e siaisis o i waiata sin =

Reserve for Pension Obligations (Notes1and8) ..........................

Senior Indebtedness (Notes 2, 3and 7) ........coiiiiiiiiniaianannenannn,

Capital
Capital obligation, noninterest-bearing, payable only in the event of liquidation
Preferred stock $6.25, $100 par value—authorized and issued (Notes 2, 3and 7)

e BRI s e D o e s G A O A0 [T B i

S S e ) S e R R e o A el o S e

T s e 0 I T R e At e o b e (e Gl R E e A vlsiiTa
Common stock $1 par value—authorized and issued (Note 3):

Class A and Class B—1,000,000 shares of eachissue ....................
Capital inexcess of parvalue ...........cooiviiiiiioiiniiioiiiinieneas
Reserves appropriated out of profits in accordance

with the Concession Agreement:

Asrequiredbythelenders ............c.oieiiiiiiiiiiiiiiiiiiiiiiie

Reserve for concession development and other corporate purposes ........
Balance of accumulated net profit subject to Board determination (Note 10) ..

Contractual Commitments and Contingent Liabilities (Note 12)

LAMCO

December 31,
1978 1977
$ 16,805,000 $ 13,229,000
19,750,000 25,750,000
10,554,000 12,945,000
1,003,000 1,005,000
1,315,000 1,292,000
49,427,000 54,221,000
5,464,000 3,695,000
18,932,000 33,475,000
12,856,000 12,856,000
2,377,000 2,377,000
35,664,000 35,664,000
9,900,000 9,900,000
2,000,000 2,000,000
4,500,000 4,500,000
3,522,000 3,522,000
52,513,000 52,513,000
6,309,000 23,105,000
129,641,000 146,437,000
$203,464,000 $237,828,000

1"



LAMCO THE LIBERIAN AMERICAN-SWEDISH MINERALS COMPANY

Statement of Profit and Loss

(Including LAMCOQ's share of the costs
of production of the LAMCO loint Venture)
(Notes 2 and 4)

(Expressed in United States dollars)

SF T R e R T R B . - bR e e T
Cost of sales:
Inventory of processed ore at beginning of year ........................
BrotucHensuosta: .. ....0 L . e e T L ats
Depreciation and amortization (Notes 1,5and6) ........................

Inventory of processed ore atendofyear ..............................
KAOBSIOBE)IPNOFIEL . . oo s choralerelohe ot irer e o s iy, e LA

SellINGEEXIBASBEY .- c.erenmie: ribe b s ardans Shira oo b ey P ey o Ay e B0
General and administrative eXpenses. . .........oiiiiiieiiin s,
Accrued royalty to Government of Liberia (Note2) ............cccvvivnnnn,
(oas)iprofit from OPeratioNS k- i .ot e et tete e s e b e o
Financing charges (net):

Interest OXPENSe NOEE 7). . ... c.cvcss wvir diairemioinis viois siemsi niors ot sitasesints o/ shenn o

Exchange losses, including provision for unrealized losses of
$1,680,000 ($1,767,000-1977) (Notes 1 and 7) .........covvvvernrarnn...
Nt IO88)/ Profitil.l s e ot i e e e ) Sz e arns ety
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Year ended
December 31,

1978 1977

$107,037,000  $105,639,000

44,014,000 36,526,000
65,001,000 73,073,000
19,793,000 17,470,000
(19,970,000)  (44,014,000)
108,838,000 83,055,000
(1,801,000) 22,584,000

1,703,000 1,818,000
1,500,000 1,455,000
4,281,000 4,226,000

(9,285,000) 15,085,000
5,612,000 3,675,000

1,899,000 2,111,000
($16,796,000) $ 9,299,000




LAMCO

Statement of Appropriation and Disposition of Net Profit
In accordance with the Concession Agreement (Note 2)

(Expressed in United States dollars) Year ended
December 31,

1978 1977

Dividends on preferred stock:

SOTOEIA. v a5 5 ne Ao e e e e ekt o T Sl PR o o a7 e o et $ 136,000
SEHIBBIR: ... oo e ot e e e e iy s i Loinds PV 2400 8 1,951,000
SEHEE G v ety siabs iz s et srimates viomet Bk s 65an bl oot St xR G O 556,000

2,643,000

Dividends to Class B common stockholder equivalent to accrued royalty to
Government of Liberia (Note 11) ... ..o it 3,221,000

Appropriation by Board of Directors to reserves:
As required by the indenture relating to the Series A and D Notes calculated

atiEeBruany AT 878 . i e i wsnessimcer s s e b 34,000
Balanceiof curfentiyear's 1088 « .o it il iiis Do e in v v b atike s ($16,796,000)
Balance of 1977 profit subject to Board determination ..................... 3,401,000
Net (loss) profit as shown by the statement of profitand loss .............. ($16,796,000) $ 9,299,000

Distributions to common stockholders:
To Government of Liberia:

AccmiatiraValtVi G st e eI S S s s SR R A B $ 4,281,000 $ 4,226,000
Dividends on Class A common stock from 1976 profit .................. 3,000,000
4,281,000 7,226,000
To LIO:

Dividends on Class B common stock, as above, equivalent to accrued
royaity (NGO aal) = fo ot s P S R e S s e 3,221,000
Dividends on Class B common stock from 1976 profit . ................. 3,000,000
6,221,000
Total to Government of Liberiaand LIO ........................ $ 4,281,000 $13,447,000
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LAMCO

Statements of Changes in Financial Position

LAMCO
(Including LAMCQ's undivided 75 9%, share of the assets

Year ended
December 31,

and liabilities of the LAMCO Joint Venture) 1978 1977
(Expressed in United States dollars)
Working capital provided:
Neti(loss)iprofil it tre: o v o oo ares o a0t oo S s St e el ($16,796,000) $ 9,299,000
Depreciation and amortization ........... it 19,793,000 17,470,000
Increase in reserve for pension obligations ..................... ol 1,769,000 580,000
Unrealized exchange losses on long-term indebtedness .................... 862,000 1,202,000
Working capital provided by operations ............cooiiiiiiiiii i 5,628,000 28,551,000
Procesds fromuiequipment IoBNg: & .. b o o elstivilas s aibiarstes sbiatois e 582,000 2,191,000
Proceeds fromite mmllaain i - i s inn s st s s e B S e s 20,000,000
6,210,000 50,742,000
Working capital applied:
Reduction of senior indebtedness (net of current year's exchange adjustments) 15,987,000 12,790,000
Additions to property and equipment ......... ..o 6,701,000 24,809,000*
Explorationicasteacapitalized: |l oiman e kb Br it s R e s 557,000 1,328,000
1977 preferred stock redemptions waived . ..., (2,596,000)
Dividends onspretemed. stock ..l vl o iy o o b et e e s s s 2,643,000
Dividends distributed equally to Class A and Class B common stockholders in
respect o OB e e oy 6,000,000
Dividends to Class B common stockholder ....... ... ... ... ... ... ....... 3,221,000
23,245,000 48,195,000
(Decrease) Increase in working capital ... oo v v v oo e s b v s ($17,035,000) $ 2,547,000
Composition of (decrease) increase in working capital :
Cash § im0 s e s G I e ot L 1L PRI S $ 6,923,000 ($ 8,467,000
AccoUunta recelABIERE ... ..o il st s e it sihoet ot e R s et (5,646,000) 7,652,000
Inventories Lllile i o v ko e B i e et | seirag e et b GRS R (22,873,000) 7,179,000*
PropaidieXpERSEsI e ... ¢t o hed e maite b S S e e R IR ol (233,000) 156,000
Senlonindebiednessi. .. . o ow o o i s doihiere s e e b R e (3,576,000) (1,048,000)
ST =T 1 CoTo{ T O PR ISR KU £ S et ot LR oo et U s 3,146,000
Short=termilaaneilam . i lbed fait o s oo et Bt f e SR | e o, 6,000,000 (6,235,000)
Accounts payable and accrued liabilities .................. ... ... ... 2,391,000 (607,000)
Accruediroyalbliciil vt el e sl i ey R e L B L 2,000 212,000
P oTe] 80t [ 1] 4710 2 I S B L e et F et e L 8 L e o el (23,000) (1,031,000)
Accrued dividends on preferred stock. . ... i cnvin i iin ce s v s s e s 373,000
Profit declared as a dividend on common stock and unpaid ................. 1,217,000
(Decrease) increase in working capital ..., ($17,035,000) $ 2,547,000

* Reclassified for comparative purposes.



LIO

(Expressed in United States dollars)

Working capital provided:

Net (loss)iprofits s v i s s s i v
Amortization of organization and preoperating expenses
Change in equity in the undistributed earnings of LAMCO
Working capital provided ..................onl

Working capital applied:

Dividends to shareholders ........................
(Decrease) increase in working capital .............

Composition of (decrease) increase in working capital:
67 | [Nt 0 s o e P s 55 o R C P S
Accounts receivable and payable...................
Receivable from LAMCO .. .....cccooiviiiiniinnnn,

Accrued Liberian tax on preferred stock dividends

Dividends declared and unpaid ....................
(Decrease) increase in working capital ..............

LIO

Year ended
December 31,
1978 1977

..................... ($7,082,000) $5,659,000

.................. 25,000 22,000

.................. 7,137,000 886,000
..................... 80,000 6,567,000
..................... 1,978,000 4,746,000
..................... ($1,898,000) $1,821,000
..................... ($2,663,000) $2,804,000
..................... (26,000) 58,000
..................... (1,853,000)
..................... 21,000
..................... 791,000 791,000
..................... ($1,898,000) $1,821,000

Report of Independent Accountants to the Shareholders of Liberian Iron Ore Limited
and the Stockholders of The Liberian American-Swedish Minerals Company

In our opinion, the accompanying financial state-
ments of Liberian Iron Ore Limited and The Libe-
rian American-Swedish Minerals Company appear-
ing on pages 8 through 21 of this Annual Report
present fairly the financial position of these com-
panies at December 31, 1978 and 1977 and the
results of their operations and the changes in their
financial position for the years then ended, in con-
formity with generally accepted accounting principles

consistently applied. Our examinations of these state-
ments were made in accordance with generally ac-
cepted auditing standards and accordingly included
such tests of the accounting records and such other
auditing procedures as we considered necessary in the
circumstances.

PRICE WATERHOUSE & CO.
New York, March 26, 1979



LIO LAMCO

Notes to the Financial Statements of LIO and LAMCO

Note 1—Statement of Accounting Policies

LIO: Investment in LAMCO: Liberian Iron Ore
Limited (LIO) owns 50% of the common stock of
The Liberian American-Swedish Minerals Company
(LAMCO) and accounts for its investment under
the equity method (Notes 2 and 11).

Organization and preoperating expenses: These
expenses are being amortized on a unit-of-produc-
tion basis over proven ore reserves of the LAMCO
Joint Venture.

LAMCO: Investment in the LAMCO Joint
Venture: LAMCO includes in its financial state-
ments its undivided 75% share of the assets and lia-
bilities of the LAMCO Joint Venture. Current oper-
ating costs of the joint venture are shared in propor-
tion to the production taken (Notes 2 and 4).

Inventories : Mined ore and processed product in-
ventories are stated at the lower of average produc-
tion cost or market. Inventories of materials and
supplies are stated at average cost less provision for
obsolescence.

Property and equipment and related depreciation :
Depreciation is provided on a straight-line basis
over the estimated service or economic lives of the
properties. Interest costs applicable to major proj-
ects are deferred during the construction period and
are amortized over the estimated service or economic
lives of the related properties. Maintenance and
repairs are charged to cost of production; renewals
or betterments increasing the capacity or the value
of the assets are charged to property and equipment
accounts. The cost of assets sold or scrapped and the
related accumulated depreciation are eliminated
from property and equipment accounts, and gains or
losses on disposals are taken into income.

Exploration and development: These costs are
deferred when they relate to ore reserves where com-
mercial mining appears possible but has not yet be-
gun. Deferred costs are amortized principally on a
unit-of-production basis over the proven reserves of
the applicable ore body. Costs incurred in connec-
tion with development of an operating mine are
charged to production currently.

Translation of foreign currency liabilities: Ex-
change gains and losses attributable to repayments
and translation adjustments arising from obligations
payable in currencies other than U.S. dollars are in-
cluded in the determination of results of operations
for the year in which the rate changes.
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Pension plans: In 1975, the legislature of Liberia
enacted a new social security law which provides for
certain welfare and pension benefits to be funded by
employers covering employees in Liberia. However,
such law has not been implemented as yet. It is an-
ticipated that future pension cost under this new law
will not be materially different from the pension
cost presently provided by the company. Obligations
under the current plans for Liberian employees are
provided for by accruals and include amounts for
current service, amortization of prior service and in-
terest on amounts accrued to date and on unamor-
tized prior service. Prior service costs are amortized
over ten years. Other employees at the joint venture
are covered by plans for which annual payments are
made to insurance institutions. All pension costs are
charged to production.

Note 2—Concession Agreement

LAMCO participates with Liberia Bethlehem Iron
Mines Company (LIBETH), a wholly owned sub-
sidiary of Bethlehem Steel Corporation, in a joint
venture to develop and mine iron ore deposits in Li-
beria under a concession granted by the Government
of the Republic of Liberia (Government) which ex-
pires on November 18, 2023 (Note 4).

Under the Concession Agreement, as amended in
1974, LAMCO is required to pay a royalty to the
Government in the amount of 49 of its net sales
of iron ore and iron ore products during each
quarter. The payment of such royalty is subordi-
nated to the senior debt of LAMCO. The profit of
LAMCO, after appropriation to reserves required
by lenders (dependent upon the amount of Series A
and Series D notes outstanding and other factors),
is distributed first to the preferred stockholders for
the required dividends and then to Liberian Iron
Ore Limited (LIO)—as holder of the Class B com-
mon stock—as a dividend in an amount equivalent
to the royalty accrued to the Government. Subject
to any payments required to be made to the Class A
common stockholder if a debt equity ratio of 3-1/4 to
1 (as defined) is exceeded and after adjustment of
the reserve for concession development and other
corporate purposes pursuant to a resolution by
LAMCO’s board of directors, any remaining
amount will be distributed equally to the Govern-
ment as holder of the Class A common stock and to
LIO (Note 11). Additional dividend restrictions



are included in a loan agreement entered into in
1977.

Note 3—Capital

LAMCO is incorporated under the laws of the Re-
public of Liberia and its accounts are maintained
in U.S. dollars. The Class A common stock of LAM-
CO is held by the Government and the Class B com-
mon stock is held by LIO. The Class A common
stockholder elects five and the Class B common
stockholder elects six of LAMCO’s eleven directors.
The Class B common stock has been pledged by
LIO as collateral under terms of a bond indenture
dated October 1, 1961, as amended, relating to
LAMCO’s long-term debt.

Among the provisions of LAMCO’s Certificate of
Incorporation governing the Series A preferred stock
are:

1) Holders of Series A preferred stock are entitled
to cumulative annual cash dividends of $6.25
per share.

2) The Series A preferred stock is to be redeemed
pursuant to a schedule which provides for the
redemption, at $100 per share plus accrued
dividends, of 5,960 shares annually in each of
the years 1977 through 1979 and of the remain-
ing 5,890 shares in 1980. LAMCO also has the
option to redeem shares of Series A preferred
stock at any time at $100 per share plus accrued
dividends.

3) The Series A preferred stock has priority over
the Series B and Series C preferred stock and
the Class A and Class B common stock with
respect to the payment of dividends and the dis-
tribution of assets in the event of liquidation.

Among the provisions of LAMCO’s Certificate
of Incorporation governing the Series B and Series
C preferred stock are :

1) Holders of Series B and Series C preferred stock
are entitled to cumulative annual cash dividends

of $6.25 per share.

2) The Series B and Series C preferred stock is to
be redeemed pursuant to a schedule which pro-
vides for the redemption, at $100 per share
plus accrued dividends, of 20,000 shares of
Series B preferred stock and 5,500 shares of Se-

LIO LAMCO

ries C preferred stock annually in each of the
years 1977 through 1984 and of the remaining
196,640 shares of Series B preferred stock and
60,500 shares of Series C preferred stock in 1985.
In addition, LAMCO has the option to redeem
shares of Series B and Series C preferred stock at
any time after all the bonds have been retired at
$100 per share plus accrued dividends.

3) The Series B preferred stock has priority over the
Series C preferred stock and the Class A and
Class B common stock, and the Series C pre-
ferred stock has priority over the Class A and
Class B common stock with respect to dividends
and the distribution of assets in the event of
liquidation.

The Series A and B preferred stock is held by The
Swedish LAMCO Syndicate (Syndicate) and its
members and the Series C preferred stock is held by
LIO.

See Notes 11 and 7 concerning the rescission of
the declaration of Series B and C preferred stock
dividends for the fourth quarter of 1977 and waived
preferred stock redemptions.

Note 4—Joint Venture Agreement

The LAMCO Joint Venture Agreement between
LAMCO and LIBETH provides that LAMCO has
a 75% and LIBETH a 25% undivided interest in
the concession and in the facilities established to
develop the concession. The two parties share pro-
duction of the joint venture generally in a 75—25
ratio with the proviso that, if LAMCO so requires
under stated circumstances, LIBETH’s portion must
be a minimum of 2,500,000 tons annually. The
parties may agree in any year to share in different
proportions but over the long term it is intended
that the 75—25 ratio be observed.

Note 5—Property and Equipment

Property and equipment are being depreciated
over the shorter of the useful lives of the assets or the
depletion date of the ore reserves presently being
mined, which is estimated to occur in 1986. Accord-
ingly, the range of remaining service lives at Decem-
ber 31, 1978 was as follows :
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LIO LAmMCO

Years

Railroad and harbor 8

Roads and airstrips 8

Buildings and rolling stock 5—8
Special purpose structures, machinery

and equipment 3-8
Motor vehicles, boats and heavy-duty

equipment 3—8

Substantial additional iron deposits are geologi-
cally proven in the western areas of the concession
and, based upon studies by the manager of the
LAMCO Joint Venture, all or part of such reserves
might be mined on a profitable basis. If a decision
is made to develop these properties in the future, the
depreciable lives of the railroad, harbor and certain
other assets would be lengthened to coincide with
the new mining plans.

No interest costs were deferred during 1978 or
1977. Amortization of previously deferred interest
costs amounted to $104,000 in 1978 and 1977.

Note 6—Organization Expenses, Exploration and
Development Costs

LAMCO additions to exploration and development
costs in 1978 amounted to $557,000 ($1,328,000-
1977). Annual amortization of LIO amounted to
$25,000 ($22,000-1977) and $1,869,000 for LAM-
CO ($1,723,000-1977), including $445,000 of in-
terest deferred during the preoperating period
($409,000-1977).

Note 7—Short-term Loans and Senior Indebtedness

The short-term loans outstanding at December 31,
1978 and 1977 incur interest at annual rates vary-
ing from 12.375% to 12.5% (7.75% to 8.063%-
1977) and are denominated in U.S. dollars.

Short-term loans in the amount of $19,750,000
are guaranteed by the Syndicate.

Short-term loans at December 31, 1978 mature
between May through June 1979. The maximum
amount of short-term loans outstanding at any
month-end during 1978 and 1977 was $25,750,000
and the average amount of loans outstanding during
1978 was $21,981,000 ($20,768,000-1977) with
average annual interest rates of 8.68% and 5.1%
in 1978 and 1977, respectively.
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The details of senior indebtedness were as follows :

December 31,
1978 1977

Senior indebtedness :
Series A Notes 5-34 %,
due 1965—1980

Series B Bonds 6-34 %,
due 1965—1980
payable in

Deutsche marks

Series D Notes 5-34 %,
due 1968—1980

Series E Bonds 6-34 %,
due 1968—1980
payable in

Deutsche marks

Series G Notes 5-14 %,
due 1968—1980

Loans under credit agree-
ment with international
banks and equipment
credits

$ 2,650,000 $ 3,900,000
10,107,000 12,845,000
672,000 1,020,000
2,667,000 3,458,000

1,574,000

19,641,000 23,907,000
35,737,000 46,704,000

Less—

Current maturities 16,805,000 13,229,000

Total senior indebtedness $18,932,000 $33,475,000

In July 1977, LAMCO borrowed $20,000,000
from a consortium of international banks. The loan
is repayable in five semi-annual instalments of
$4,000,000 each commencing in July 1978. Interest
is payable at the average of the London interbank
offered rates of the lending banks plus 2%.

The Credit Agreement contains various covenants
which, among other things, limit LAMCO from
creating any additional encumbrances without pro-
viding equal security to the banks; limit dividends
and payments on capital stock; place conditions on
incurring additional debt and reductions of capital
and require LAMCO to maintain a positive work-
ing capital at the end of each fiscal quarter.

Events of default under the Credit Agreement in-
clude any change materially adverse to the banks in
the Concession Agreement or the LAMCO Bond
Indenture or Chattel Mortgage.

Among the terms governing the issue of the Series
A notes, the Series B bonds, the Series D notes and
the Series E bonds (referred to below collectively as



the “bonds™) contained in the indenture relating
thereto are :

1) The bonds are secured by a first lien on the
Class B common stock of LAMCO and on
LAMCO’s 75% interest in the project.

2) No dividends may be declared or paid nor may
any distribution be made on common stock un-
less the guarantee of the Syndicate is in effect in
the amount of $15,000,000 or the principal
amount of the bonds outstanding, whichever is
lower, or the guarantee shall have terminated in
accordance with its terms.

3) The bonds are repayable semi-annually on
June 1 and December 1 during the years set
forth above and the Series B and E bonds benefit
from the operation of a sinking fund. The total
annual repayments and sinking fund require-
ments of the bonds are $7,865,000 in 1979 and
$8,231,000 in 1980.

Maturities and redemptions of senior indebtedness
and preferred stock are scheduled for repayment as
follows:

Senior indebtedness Preferred stock

1979 $16,800,000

1980 17,200,000 $12,000,000
1981 1,000,000 2,600,000
1982 600,000 2,600,000
1983 100,000 2,600,000
After 28,100,000

During 1977 LAMCO received waivers from the
holders of its Series A and B preferred stock as it
related to 1977 redemptions amounting to
$2,596,000. Scheduled redemption on the Series C
preferred stock amounting to $550,000 in 1977 was
made. Subsequent to December 31,1977, the holders
of all the preferred stock series waived their redemp-
tion rights for 1978 and 1979, amounting to
$3,146,000 in each year, until 1980. Accordingly,
the table above reflects $8,888,000 of preferred
stock redemptions included in 1980 which would
have normally been payable in 1977,1978 and 1979.

Note 8—Pensions

LAMCQO’s share of the unamortized amount of
prior service pension costs at December 31, 1978

LIO LAMCO

was estimated to be $86,000. Pension obligations
charged to LAMCO’s share of production costs
amounted to $2,360,000 in 1978 ($1,200,000-1977).
The increase in pension cost is attributable to a
further definition, as interpreted by management for
the LAMCO Joint Venture, of the Liberian Labor
Law regarding the basis for calculation of pension
rights.

Note 9—T axation

LIO is incorporated under the Companies Act of
Canada. Under the general tax laws of Canada,
LIO’s dividend income was exempt from Canadian
corporate income tax until 1976. As a result of
amendments to the Canadian tax laws, such income
is subject to Canadian corporate income tax unless
paid out of active business income earned in a listed
country, that is a country with which Canada has or
expects to have a tax treaty. The Republic of Li-
beria is so listed. A tax treaty between Canada and
Liberia was signed in November 1976 and upon rat-
ification will be effective from January 1, 1976.
The effect of the treaty and the aforesaid regula-
tions is that all business income of LAMCO paid as
a dividend to LIO will be exempt from Canadian
tax.
LIO is subject to the full Canadian corporate tax
rate (48%) on its taxable income derived from in-
terest income less normal business expenses.

Dividends received on the Series C preferred stock
are subject to a 25% tax by the Government of
Liberia.

Note 10—Balance of Accumulated Net Profit
subject to Board Determination

The balance of accumulated net profit subject to
Board determination is composed of the following:

December 31,
1978 1977

Balance of 1976 profit
subject to Board deter-
mination
Balance of 1977 profit
subject to Board deter-
mination
1978 loss

$19,704,000 $19,704,000

3,401,000
(16,796,000)

$ 6,309,000 $23,105,000

3,401,000
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Note 11—LAMCO Dividends and LIO’s Equity in
LAMCO’s Earnings

At a meeting on December 2, 1977, the LAMCO
Board of Directors rescinded the declaration of the
fourth quarter 1977 dividends on the Series B and
C preferred stock as well as the fourth quarter div-
idend to LIO equivalent to the royalty paid to the
Government of Liberia. Consequently, LIO did not
receive its fourth quarter dividend on the Series C
preferred stock of LAMCO amounting to $155,000,
of which $77,500 is applicable to 1977 nor did it
receive the 1977 fourth quarter dividend on its com-
mon stock equivalent to the accrued royalty to the
Government of Liberia amounting to $1,005,000.
LAMCO?’s Board of Directors has not declared any
dividends on preferred or common stock during
1978.

As of December 31, 1978, the unpaid cumulative
dividends on LAMCO’s Series A, B and C preferred
stock aggregated $3,708,000, of which $773,000
pertained to Series C. Under the Concession Agree-
ment, these dividends and scheduled redemptions of
preferred stock (Note 2) must be satisfied before
common stock distributions may be declared.

In addition, an amount equivalent to the royalty
accrued to the Government of Liberia and which
has not yet been declared as a dividend to LIO ag-
gregating $5,286,000 at December 31, 1978, must
be declared and paid before other dividends to the
Class A and B common stockholders can be resumed
(Note 2).

LIO’s equity in the changes in the undistributed
earnings of LAMCO has been computed in accor-
dance with the provisions of the Concession Agree-
ment and consists of the following elements:

1978 1977

LAMCO’s net (loss)
profit ($16,796,000)
Dividends on Series
A, B and C preferred
stock unpaid for
1978, partially paid
for 1977

$9,299,000

(2,996,000)  (3,010,000)
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Amount equivalent
to royalty paid to
Government of Libe-
ria, not yet declared
as a dividend to LIO
on the Class B com-
mon stock

(4,281,000)  (4,226,000)

Basis for calculating
LIO’s equity in
LAMCO’s earnings

($24,073,000) $2,063,000

LIO’s 50% share
thereof

Add—Unpaid divi-
dends on Series C
preferred stock

($12,037,000)  $1,032,000

619,000 77,000

Add—Amountequiv-
alent to royalty paid
to Government of Li-
beria, not yet de-
clared as a dividend
to LIO on the Class
B common stock

4,281,000 1,005,000

Less—Partial  distri-
bution of 1976 equi-
ty in earnings
Change in LIO’s
equity in undistri-
buted earnings of

LAMCO

(3,000,000)

($ 7,137,000) ($ 886,000)

Note 12—Conitractual Commitments and
Contingent Liabilities

LAMCO has agreements with customers for sub-
stantially all its 1979 ore sales. Certain of these con-
tracts have been pledged to bondholders under the
terms of the bond indenture and additional contracts
will be pledged to bring the annual total to 2.5 mil-
lion tons.

Additionally, under the terms of the bond inden-
ture and with the consent of LIBETH, LAMCO
has pledged all its right, title and interest in the
Concession Agreement, Joint Venture Agreement,
Management Agreement and has entered into a
chattel mortgage, as supplemented, covering its in-
terest in tangible personal property in Liberia used
in connection with the project.
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Other contractual commitments are :
Service
1. Management of the project for indef-
inite period, cancellable on two years’
notice after 1978.
2. Sales agent for indefinite period can-
cellable on one year’s notice.

3. Financial advisor for indefinite term
cancellable on 90 days’ notice.

SEB participates to the extent of 25% in the July
1977 credit agreement with international banks

Gringes AB, a member
of the Syndicate

Skandinaviska Enskilda
Banken (SEB)

Contracting party Fees
Gringes AB, a member
of the Syndicate

10 cents per ton of finished ore produced
plus expenses.

2% of net invoice prices, f.o.b. Liberian
port, on sales of first 5,000,000 tons; 1%
on sales in excess of 5,000,000 tons.

On reasonable and customary basis. An-
nual fees for services to June 30, 1979
have been agreed at $200,000.

(Note 7) and has supplied short-term financing and
equipment credits from time to time.

Note 13—Directors, Officers and their
Remuneration

There are twelve directors and six officers of LIO.
Three of the officers are also directors. Aggregate

remuneration of directors, included in other ex-
penses, was $56,000 in 1978 ($46,000-1977).

Note 14—Transportation of Guinean Ore

In November 1976, the Joint Venture and Mifergui-
Nimba Co, a Guinean mixed company, entered into
a basic agreement setting forth the general principles
under which the Joint Venture will agree to trans-
port, handle and load ore from a new mine to be
constructed in a part of the Nimba Range of moun-
tains located in the Republic of Guinea, some 20 ki-
lometers from the Joint Venture’s mine in Liberia.
Negotiations on a transportation contract with Mi-
fergui began in 1977 and are continuing. A fea-
sibility study by Mifergui was completed in 1978.

Note 15—LAMCO Customers

LAMCO sells its iron ore products to customers
principally located in Europe. In 1978 LAMCO re-
corded sales to three customers, each of which is in
excess of 10% of LAMCO's total sales for the year.
Sales to these customers were $19.0 million, $15.0
million and $10.9 million.

Note 16—Market Conditions and O perations

The structural transformation of the European steel
industry, LAMCO’s main market, continues as a re-
sult of its economic problems. The effects on the iron
ore industry have been serious. Prices have declined
since 1976 and demand has been reduced, especially
for pellets. Some improvement in the volume of the
market was noted in 1978 and is expected to con-
tinue in 1979. In spite of this and a price increase of
some 8 percent, LAMCO’s management does not
expect a return to profits in 1979.

The Manager and Participants of the LAMCO
Joint Venture have continued the austerity program
begun in 1977 to reduce cash outflow. Major capital
expenditures have been postponed to the extent pos-
sible. Appropriate steps are being taken to reduce
operating expenses and maintain inventories at min-
imum levels. Mining is being carried out only in
the main orebody and the pellet plant continues to
be shut down. LAMCO has obtained waivers as to
the redemptions of its preferred stock scheduled for
1977—1979 and has not declared any dividends on
either the preferred or common stock since late 1977.
LIO in turn has reduced the payment of dividends
in 1978 and has announced that no further dividends
will be declared until LAMCO’s situation improves.

Management has concluded arrangements neces-
sary for the short-term financing required in 1979
and believes that all obligations can be met and all
necessary capital expenditures can be made. While
longer term financing arrangements have not yet
been made, management is confident that appro-
priate solutions can be found in the future.
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Five-year Summary Statements of Profit and Loss and Appropriation
and Disposition of Net Profit in accordance with the Concession Agreement

(Expressed in thousand United States dollars)

Year ended December 31,

1974 1975 1976 1977 1978
Statement of Profit and Loss
SAIBET il o TR eseimin: Thfbarer adasali e f S L ol R $105,375 $113,240 $116,915 $105,639 $107,037
Gross prafitiiass) il e i $ 46,148 $ 55998 $ 47,980 $ 22584 ($ 1,801)
Selling, general and administrative expenses .............. 3,035 3,207 3,487 3.273 3,203
Accrued royalty to Government of Liberia ................ 4216 4,530 4,677 4,226 4,281
Profit (\ogs)-from operations. :: i ivs v vilss oh snsnmsians s 38,897 48,261 39,816 15,085 (9,285)
Financing charges (net):
INterest eXpENBEY . o vy vh S e s e e 6,334 3,662 2,776 3,675 5612
Exchange losses (ains) .......covvvieviiinnniiiinnnns 8,652* (2,904) 3,484 2,11 1,899
Neat profiiassdioime L. L S S e e $ 23911* $ 47,503 $ 33,556 $ 9,299 ($ 16,796)
Statement of Appropriation and Disposition of Net Profit
Dividends on preferred stock . ........cooi i $ 2522 % 3252 % 3122 $ 2643
Dividends to Class B common stockholder equivalent to ac-
crued royalty to Government of Liberia ................ 4,216 4,530 4,677 3.221
Dividends distributed equally to Class A and Class B com-
mon: stecknolaesl - -5 irmnt S e e e e 5,236 6,000
Appropriations by Board of Directors to reserves:
Asireguiredebyilendera i ol LRSS A S L, 141 91 53 34
Reserve for concession development and other corporate
PUFPOEBET Gt e L e s i L e B fere 11,796* 33,630
Balance: of ‘current year's-loss . oo lein v e e ($ 16,796)
Balance of current year's profit subject to Board determination 25,704 3,401
o] L {31 (2121 1 e meaeh s (b b i o s P i TR $ 23911 $ 47503 $ 33,556 $ 9,299 ($ 16,796)
Distributions to common stockholders :
To Government of Liberia:
Accrund TEONEILY .. v saw s s iitis aha o b s $ 4216 $ 4530 $ 4677 $ 422 $ 4281
Dividends on Class A common stock ................ 2,618 3,000 3,000
6,834 7,530 4,677 7,226 4281
To LIO:
Dividends on Class B common stock equivalent to ac-
crued royalty to Government of Liberia............... 4216 4,530 4,677 3,221
Dividends on Class B common stock . ................ 2,618 3,000 3,000
6,834 7,530 4,677 6,221
Total to Government of Liberia and LIO .................. $ 13668 $ 15060 $ 9,354 $ 13,447 $ 4281

* Restated for change in accounting for foreign currency
translation.

Management's Discussion and Analysis of the Summary of Operations

LAMCO
1978 versus 1977

Contract prices for deliveries in 1978 were lower
than in 1977 because of the continued worldwide re-
cession in the steel industry and an excess supply of
iron ore on the world market. However, during 1978
some improvement in sales volume was noted. Sales
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were up from 6.9 million tons to 8.5 million (or
23% ) while revenues increased from $105.6 million
to $107 million (or 1%) due to the lower per ton
selling prices in 1978.

Lower sales prices in 1978, continued cost escala-
tion, somewhat lower capacity utilization and depre-
ciation on recently acquired assets resulted in an
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Five-year Summary Statements of Profit and Loss and Retained Earnings

(Expressed in thousand United States dollars)

Statement of Profit and Loss
Dividends and interest income :
Dividends from LAMCO:
Series Cpreferredstock ................ooiiiin.n.
Class B common Stotleioel v - s s ma i i pohans

Interest e O R T e et Wttt s BT s e o

Expenses:
Interasts B aRBEI R oy T ae a e ababis s ol st G a e s st s
Other BXP AN E RS RN Te L i eyl st oo i e ozesnd (s fagese

Change in equity in the undistributed earnings of LAMCO ..
i [T o) dodifhe {1 (ST e e e e T S At b s

Earnings per share based on 3,955,025 average shares out-

standing:
Net profit (loss) per share (including $1.84 in 1974; $2.01
in 1975; $1.28 in 1976; $1.65 in 1977 and $0.01 in 1978

Year ended December 31,

1974 1975 1976 1977 1978
$ bo7 $ 688 $ 668 $ 556
6,834 7,530 4,677 6,221**
7,361 8,218 5,345 6,777
403 182 163 280 $ 413
7,764 8,400 5,498 7,057 413
22
460 435 420 512 358
7,282 7,965 5,078 6,545 55
5968* 16,860 12,879 (886) (7,137)
$13,250* $24,825 $17.957_ $ 5659 ($ 7,082)

in dividends and interest income less expenses)........

Cash dividenda per ghare .............scosveersossssses

Statement of Retained Earnings

G aie i (T e e P VR Sl KOOy S oy o7
Retained earnings at beginning of year....................

Deduct—Cash dividends declared................ccovuunn

Retained earnings at end of year ........................

Represented by :

Accumulated profits before equity in undistributed earnings
AN oo i e B e GO B i P S i
Equity in undistributed earnings of LAMCO ............

* Restated for equity in LAMCO's change in accounting
for foreign currency translation.

** Includes $3 million distribution in 1977
of 1976 equity in earnings.

operating loss of $1.8 million compared to a profit
of $22.6 million in 1977.

Interest expense increased approximately $2 mil-
lion, principally because of higher interest costs on
short and medium term loans and larger discounting
charges.

1977 versus 1976

The general worldwide recession in the steel industry

$ 3358 $ 628 $ 454 $ 143 ($ 1.79)
$ 150 $ 1.60 $ 1.60 $ 1.20 $ 050
$13,250* $24,825 $17,957 $ 5659 ($ 7.082)
8,077 15,395 33,892 45,521 46,434
21,327 40,220 51,849 51,180 39,352
5,932 6,328 6,328 4,746 1,978
$15,395* $33,892 $45,521 $46,434 $37,374
$ 4,281 $ 5918 $ 4,668 $ 6,467 $4,544
11,114 27,974 40,853 39,967 32,830
$15,395 $33,892 $45,521 $46,434 $37,374

which began in 1975 continued in 1977 and had an
adverse impact on LAMCO’s results for the year.
Shipments of finished ore products by LAMCO were
6.9 million tons in 1977, a slight decrease from the
prior year; however, sales revenues declined by $11.3
million as a result of lower selling prices and a signif-
icant reduction in sales of higher priced pellets.
Gross profit was $22.6 million, a decrease of $25.4
million from the prior year. This substantial decline
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was caused by several factors, principally higher per
ton production costs due to inflation and a reduction
in the number of tons produced by the Joint Venture
during the year; higher depreciation charges for
recently acquired assets; idle pellet plant costs as-
sociated with shutdowns during the year; and a $5.3
million write-down of processed ore inventories to
-estimated market value.

Interest expense increased by approximately $0.9
million in 1977 because of increased borrowings dur-
ing the year of $22.2 million, partially offset by nor-
mal retirements of long-term debt.

As a result of fluctuations in exchange rates be-
tween the U.S. dollar and the Deutsche mark and
the Swiss franc, exchange losses amounted to $2.1
million in 1977 ($1.8 million unrealized losses),
compared with exchange losses in 1976 of $3.5 mil-
lion ($3.3 million unrealized losses). During 1977,
LAMCO converted all its Swiss franc borrowings
into U.S. dollar loans.

Layout by Lennart Wingstedt. Printed in Sweden by Stellan Stal Tryck
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LIO, which holds 50% of LAMCO’s common
stock, derives substantially all its income from
LAMCO. Accordingly, the results of LIO are al-
most entirely dependent upon the results of opera-
tions of LAMCO which are discussed above. The
Board of Directors of LIO announced in October
1978, after the declaration of a 10 cents per share
dividend in respect of the third quarter of 1978, the
suspension of further dividends until substantial im-
provements were noted in the results of LAMCO.
The suspension was necessary because LIO received
no dividends or other income from LAMCO during

1978 and does not expect to receive any during
1979.
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