






Report of the Directors 

The year 1976 was a difficult one for your 
Company. To some extent this must be 
accepted because the markets for our major 
products are extremely cyclical. Earnings 
amounted to $4,131,000 (32$ per share) 
on gmss income of $183,062,000. In 1975, 
earnings were $1 1,158,000 (886 per share) 
on gross income of $195,376,000. Due to 
the lower earnings, dividends were reduced 
from 55$ per share in 1975 to 35$ in 1976. 
Working capital remained fairly constant at 
$38,140.006 after capital expenditures of 
$6.180.000 and a reduction of long-term 
debt of $4,833,000. 

. 

As your Company begins its 50th year of 
operation, this 1976 Annual Report high- 
lights the role of the employees in our 
operations. Our future success is largely 
dependent on them. Their skills and efforts 
are our most important assets although they 
do not appear on any balance sheet. By 
producing the best results for our Share- 
holders, we believe that your Company and 
its people will also make the most effective 
social contribution to the regions in which 
we operate. 

Our major activities involve natural 
resources: copper and zinc cwcentrates 
produced from our mining operations and 

sold on world markets; nickel and cobalt 
materials uurchased domesticallv and 
overreas for processing in our refinery to 
finished metal for sale throughout the world 
and for use in our fabricating operations; 
natural gas, phosphate rock and sulphur 
purchased as feedstocks for production of 
fertilizers; various energy sources as fuel 
and heat for all our operations. Policies 
affecting natural resources have become 
important political issues in recent years. 
Many complex problems are involved and 
mvernments at all levels continue to take 
an increasing role in pricing, allocation and 
other maior decisions affecting the use of 
natural rssources. We recognize the role of 
government in t h ~ w  areas and the difficulr - 
issues with which they must deal. However, 
we believe that those who are involved in 
resource industries also can make a valuable 
contribution. All of us who work for 
Sherritt, as well as our Shareholden, have 
a responsibility to attempt to understand 
these problems and to provide knowledge- 
able input for the decisions of our 
governments concerning natural resources. 

During 1976, results in our metal-related 
operations were unsatisfactory. The 
extremely slow economic recovery in the 
western world and a resulting increase in 
base metal inventories led to another year 
of submarginal selling prices. High 
inventory levels of fertilizer products 
throughout the world also brought about a 
major decline in prices, and although our 
profits in this area were satisfactory, they 
were well below the record level of 1975. 

Production levels in all our operations were 
reduced in 1976. This contributed in a 
small way toward correction of the supply- 
demand balances relating to our products, 
and preserved our resources for periods 
when markets improve. Obviously it bad ti 

negative impact on 1976 profits as lower 
production rates resulted in higher unit 
Costs. 

Our Mining Division produced a cash 
flow from operations but recorded an 
overall book loss after write-offs of 
approximately $1,500,000. This figure is 
before allocation of interest or corporate 
office costs and compares to a loss of over 
$2,500,000 in 1975. Mill production at 
Ruttan was reduced to a five-day-week basis 
for the full year and the Fox mill was also 
reduced to this level for the last three 
quarters of the year. This resulted in 
increased unit operating costs and lower 
sales volume. Offsetting this, the average 
copper price increased to 65$ per pound, 
14% above the prior year, and the closure 
of the Lynn Lake Mime in June curtailed 
losses from that operation. 

At Ruttan, pit equipment performance 
improved somewhat and further increases 
in utilization are anticipated as a result of 
a major shovel-overhaul program. It has 
become evident, however, that the remaining 
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policies will be realistic and fully recognize 
the substantial costs of transporting the 
products to markets 

In recent years, fertilizer profits, which 
have made the maior contribution to total 
cash flow, have aliowed us to materially 
expand and upgrade our fertilizer facilities 
and develop our excellent fertilizer dealer 
organization in western Canada. During 
1976 a decision was made to proceed with 
construction of a 350-ton-perday urea 
granulation plant at Fort Saskatchewan. 
This $5,000,000 facility will replace a prilled 
product with granular urea which offers 
certain advantages in agricultural 
application and fertilizer blending. 

In June, 1976 we acquired all the shares 
of Thio-Pet Chemicals Ltd., a small 
company producing hydrogen sulphide and 
other chemicals at a plant adjacent to our 
Fort Saskatchewan refinery. Since 
acquisition, this company has produced a 
cash flow from operations and will be a 
base for entry into the specialized chemical 
field. 

Those activities which relate to our 
future earnings potential have been 
described separately in this report under the 
beadina "Development". They includu our 
minera? exploration activities,which put 
us into business almost 50 years ago and 
which have been responsible for the 
subsenuent mowth of the Mining Division. 
They $so e&ompass research and develop- 
ment on new fabricated metal products and 
on new processes for our own ;se and to 
exnand Sherritt's metallur~ical process 

licensing activities. Product and process 
research have also been an integral part of 
our history and we believe that there are 
now excellent opportunities to capitalize on 
the expertise amassed in these areas. 

Looking ahead to the balance of 1977, 
while we see a possible further softening in 
fertilizer prices in our market area due to 
adverse weather conditions and new 
production capacity, there are beginning to 
be some indications of encouragement in 
the metal business. There are continuing 
signs of slow hut steady improvement in the 
United States economy which should lead 
to increased capital spending commitments 
when general business confidence grows. 
We look for a gradual improvement in 
metal prices, particularly in the last half of 
1977, with a further strengthening in 1978. 
The recent weakening of the Canadian 
dollar will have a positive effect on our 
substantial export revenue. However, your 
Company's profits will continue to be 
eroded by the Mining Division's operations 

unless the selling price of copper increases. 
During 1976 Richard D. Ellett, Vice- 

President, Exploration, Newmont Mining 
Corporation, left the Board of Directors 
and was succeeded by William A. 
Humphrey, Vice-President, Operations, 
Newmont Mining Corporation. Mr. Ellett's 
experience in the mining industry has been 
of real assistance to Sherritt, and we look 
forward to similar assistance from Mr. 
Humphrey. The background and knowledge 
of the Newmont people on our Board 
provide considerable strength to the 
Company, particularly during this recent 
difficult period for the Mining Division. 

In August, 1976 R. Gordon MacKay 
retired as Executive Vice-President. The 
Board, of which he remains a member, 
expresses its deep appreciation for his 
outstanding contribution to Sherritt for 40 
years. Mr. Robert R. Topp was appointed 
Vice-President on Mr. MacKay's 
retirement. 

On behalf of the Board of Directors, 

David D. Thomas, President, 
Toronto. Ontario, 
March 2, 1977. 





Mining 

Operations 
At Ruttan Mine the tonnage of ore mined 
and milled in 1976 was 95% of the 
planned rate of production but only 80% 
of the 1975 tonnage. Low availability of pit 
equipment and the inevitable, increasing 
hauling distances continued to limit pro- 
duction. However, equipment performance 
improved in the second half of the year 
after a maioroverhaul of shovels was 
completed: The mill operated on a five- 
dav-week basis throunhout the rear but the 
lower tonnage was largely offset by 
increased head grades and improved 
metallurgical recoveries. There was a sharp 
increase in unit cosis, partly due to the 
lower tonnage and partly to the costs of the 
shovel-overhaul program. The Ruttan Mine 
operated at close to a breakeven basis after 
write-offs but before allocation of interest 
or corporate office costs. 

Open pit reserves have been reassessed, 
1 based on considerable additional drilling as 
I well as our mining experience to date. At 

the end of 1976 these reserves have been 
re-estimated at 7,805,000 tons grading 
1.30% copper and 1.94% zinc before 
allowance for dilution. Due to anticipated 
ground control problems the bottom two 

benches of the pit have been removed from 
the pit reserves and scheduled for under- 
ground mining. Density of drilling in the 
pit is now considered adequate to provide a 
reasonable assessment of the ore lenses and 
related mining recoveries. 

The underground drilling program, which 
was started in 1976 in order to outline the 
ore zones down to the 2000 level, progressed 
to the point where the ore reserves down 
to the 1400 level could be re-estimated at 
14,186,000 tons grading 1.91 % copper and 
.98% zinc before allowance for dilution. 
A feasibility study was prepared covering a 
program to develop and mine a substantial 
part of these reserves during the period 
1979-1986. This program was approved by 
the Board in January, 1977 subject to the 
arranging of suitable financing. 

Drilling results below 1,400 feet to date 
have been quite encouraging but we do not 
yet have sufficient data to reassess the 
original reserve calculations below this 
horizon. Consequently the underground 
reserve from the 1400 to 2000 levels is still 
estimated on the basis of original surface 
drilling at 10,056,000 tons grading 1.80% 
copper and 1.02% zinc. In reviewing the 
total underground reserves, 6,600,000 
tons of lower grade material have been 
eliminated from the reserve as this material 
is no  longer considered economic. 

At the Fox Mine, operations were 
reduced to a five-day week in March, 1976 
to preserve our resources and free some 
miners for Ruttan underground. Tonnage 
of ore milled declined by 17% from 1975 
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Cuppe' . zinc 

and copper and zinc grades were also lower. 
The lower head grades were a result of 
temporary production problems in the 
higher grade stopes. Metallurgical recoveries 
of both copper and zinc showed a substan- 
tial improvement over 1975. Lower 
production and increased unit costs were 
offset by a higher copper price and the Fox 
Mine operated at the same modest profit 
level as in 1975. In 1977 the mill is being 
operated on a six-day-week basis. 

The Lynn Lake Mine was closed in June, 
1976. The use of a mining contractor 
proved unsuccessful and provided final 
evidence that the mine was no longer 
economic. The net operating lossand 
shutdown cost in 1976 totalled over 
$3,300,000. Underground salvage work, 
which should be completed before mid- 
1977, has been hampered by pumping 
problems. The mill has been moth-balled 
and is now in standby condition. I t  is 
planned to use the Lynn Lake machine shop 
as a divisional repair facility. 

Markets 
Copper 
Copper in concentrate was sold at an 
average price of 65$ per pound in 1976, 
up from 57$ in 1975. In 1976 over 80% 
of Sherritt's copper sales were based on 

























Consolidated Balance Sheet 
December 31, 1976 
with comparative figures for 1975 

Assets 1 1976 1975 

rnnent I 
Cash, including interest-bearing deposits 
Accounts receivable 

Trade 
Other 

Inventories (note 3) 
Insurance and other prepaid items 

Fixed (note 4) 
Property, plant and equipment 
Less accumulated depreciation 

79,620,000 84961,000 
Unamortized development costs 24,878,000 24,151,000 

104,498,000 109,112,000 

Other 
Employee housing and other loans 4,755,000 4,559,000 
Investments at cost k s s  amounts written off (note 5) 10,338,000 10,341,000 
Patents at cost less amounts written off 707,000 66 1,000 

15,800,000 15,561.000 

The accompanying notes a n  an integral part 
of the financial statements. 




















