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Algoma Stedl Inc. Reports Continued Earnings I mprovement in the First Quarter

SAULT STE. MARIE, ONTARIO — Algoma Stedl Inc. today reported its results for the first quarter ended
March 31, 2004.

First Quarter Highlights:

- EBITDA of $59.9 million.

- Net income of $22.1 million or $0.64 per share.

- Net proceeds of $81.5 million from February equity issue.
- Cash balance of $75.7 million.

Algoma Stedl Inc. reported net income of $22.1 million for the three months ended March 31, 2004 (fully diluted
income per common share of $0.64). This compares to net income in the first quarter of 2003 of $6.8 million and
net income in the fourth quarter of 2003 of $10.1 million. The improvement was due mainly to higher selling
prices for all products as average revenue per ton increased to $590 compared to $555 per ton in the first quarter
of 2003 and $523 per ton in the fourth quarter of 2003. Cost per ton shipped of $461 was lower than the first
quarter of 2003 at $496 but up $15 per ton from the fourth quarter of 2003. The cost increase was caused by
higher costs on raw materias and operating problems experienced in January due to extreme winter weather.

The balance sheet was strengthened substantialy by the completion of an equity issue which resulted in net
proceeds of $81.5 million. In addition, the sale of tube mill assets and surplus land resulted in cash proceeds of
$14.2 million. The Company had no bank borrowings at the end of the quarter with unused availability of $169
million and a cash balance of $75.7 million. Accounts receivable increased by $63.9 million, compared to
December 31, 2003, due mainly to the effect of higher selling prices.

Denis Turcotte, President and Chief Executive Officer, said, “Solid financia results were achieved in the first
quarter in spite of production difficulties and escaating raw materia prices. Higher selling prices and a
continuing focus on reducing controllable costs resulted in increasing margins and cash flow. Combined with the
proceeds from the February equity issue, this has lead to a mgjor improvement in our balance sheet and liquidity.
With the recent strength of the markets, we expect that our financial position will continue to improve through
the next quarter.”
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Financia highlights for the first quarter 2004 compared to previous quarters:

2004 2003
Ql Q4 Q3 Q2 Q1
($ millions except per share data)

Sales® $3378  $267.8 $252.8 $3039 $3138
EBITDA @ $59.9 $289  $7.2  $97 $218
Operating Income (L0ss) $45.9 $17.2  $69 $49) $7.3
Income (Loss) Before Taxes $40.9 $19.4  $(13.0) $7.3  $131
Net Income (L0ss) $22.1 $10.1  $(12.3) $3.8 $6.8
Net Income (Loss) Per Share:

- Basic $0.72 $042 $052) $015 $0.28

- Diluted $0.64 $033 $052 $012  $0.2
Basic weighted average number of
common shares outstanding (millions) 30.52 2408 2406 2396 2391
Revenue Per Ton Shipped $590 $523 $503 $515 $555
EBITDA Per Ton Shipped @ $105 $56 $14 $16 $39
Stedd Shipments (000's of net tons)

2004 2003
Ql Q4 Q3 Q2 Ql

Sheet 471 423 392 477 468

Plate 102 _89 111 113 _97

Total 573 512 503 590 565

(1) 2003 Sales reflect the reclassification of freight expense from Sales to Cost of Sales.

(2) Earnings before interest, taxes, depreciation and amortization and foreign exchange. This earnings measure is not a recognized measure
for financial statement presentation under Canadian generally accepted accounting principles (“GAAP"). Non-GAAP earnings measures
(such as EBITDA) do not have any standardized meaning and therefore may not be comparable to similar measures presented by other
companies. This earnings measure is provided to assist users in analyzing operating profitability before non-operating expenses and non-
cash charges.

For further details, please see the Financial Statements and Management’s Discussion and Analysis
below.

MANAGEMENT'S DISCUSSION AND ANALYSIS

The following discussion and andlysis should be read in conjunction with Management's Discussion and Analysis
section of the Company’s 2003 Annual Report and the interim financial statements and notes contained in this
report. This discussion of the Company’s business may include forward-looking information with respect to the
Company, including its business and operations and strategies, as well as financia performance and conditions.
The use of forward-looking words such as, “may,” “will,” “expect” or smilar variations generdly identify such
statements.  Although management believes that expectations reflected in forward-looking statements are
reasonable, such statements involve risks and uncertainties including the factors discussed in the Managemernt’s
Discussion and Analysis section of the Company’s 2003 Annual Report.
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Selected Financial Data for the Eight Quarters Ended March 31, 2004
Basic Income Diluted Income Basic Diluted
Income (Loss) From (Loss) From Net Income  Net Income
(Canadian $ millions (Loss) From Operations Operations  Net Income (Loss) (Loss)
except per share data) == Operations Per Share or Share er Share
2004 $ $ $ $ $ $ $
1% Quarter 338 46 150 1.34 22 Q.72 Q.64
2003
4" Quarter 267 17 0.71 0.56 10 0.42 0.33
3 Quarter 253 (7 (0.29) (0.29) (12 (0.52) (0.52)
2" Quarter 304 (5) (0.20) (0.20) 4 0.15 0.12
1% Quarter 314 8 0.31 024 i 028 0.22
2002
4" Quarter 286 5 0.22 0.17 4 (0.18) (0.18)
3 Quarter 326 47 1.97 156 1 0.45 0.37
2" Quarter 301 21 103 Q.72 14 0.66 047

The Company’s profitability is highly correlated with the level of steel prices which is the mgjor factor causing
variation in quarterly operating results. Industry pricing is largely dependent on globa supply, the level of steel

imports into North America and economic conditions in North America. Since pricing levels are established by
U.S. markets, the exchange rate of the Canadian dollar to the U.S. dollar significantly impacts pricing realizations
for Canadian producers.

Industry pricing levels increased throughout most of 2002 because of strong demand and a decline in production
capacity in the U.S. Sdes revenue in the fourth quarter of 2002 was negatively impacted by a maintenance
shutdown that was necessary to complete maintenance on the blast furnace. Steel prices declined in the first
three quarters of 2003 due to higher stedl production in the U.S,, low-priced imports and lower steel demand in
North America.  The dgnificant strengthening of the Canadian dollar in 2003 contributed to lower pricing
redlizations for Canadian producers. Pricing levelsincreased in the fourth quarter of 2003 and the first quarter of
2004 due to stronger globa markets, particularly China, and improved steel demand in North America

Net income for the three months ended March 31, 2004 was $22.1 million, an improvement of $15.3 million
versus the three months ended March 31, 2003. The improvement was attributable to higher sdlling prices and
lower operating costs.

Revenue was $337.8 million for the three months ended March 31, 2004 with average revenue per ton of $590
compared with revenue of $313.8 million and average revenue per ton of $555 for the three months ended
March 31, 2003. The improvement in revenue per ton was due to stronger steel markets, both globally and in
North America, which supported higher price levels. Steel shipments of 573,000 tons were up 7,600 tons over
the first quarter of 2003, an improvement of 1.4%. Raw steel production was down 3.6% in the quarter versus
the first quarter of 2003.

Revenue for the first quarter increased by $70.0 million versus the three nonths ended December 31, 2003.
Shipments were up 60,700 tons (12%) versus the previous quarter and the average revenue per ton improved by
$67 (13%). Raw sted production was unchanged in the quarter at 622,000 tons. Higher shipments, quarter over
quarter, were attributable to a drawdown of year-end inventoriesin the first quarter versus a seasond build in the
fourth quarter.

Cogt of sdesfel to $263.9 million for the three months ended March 31, 2004 from $280.2 million for the three
months ended March 31, 2003, despite a modest increase in shipments. Cost of sales per ton shipped for the
quarter at $460 was down $36 from the same period last year. The improvement in costs is primarily the result
of lower operating costs and favourable inventory effects. Contributing factors to lower operating costs included
lower employment levels and a 15% appreciation of the Canadian dollar versus the U.S. dollar. The stronger
dollar offset risng raw materia costsin the first quarter of 2004.

Cost of sales per ton shipped was higher in the first quarter by $15 (3%) over the three months ended December
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31, 2003 with higher operating costs partidly offset by the effect of lower non-steel sales. The increased
operating costs were due mainly to higher utilities and raw material costs. Note that higher costs of certain raw
materias experienced in the quarter, particularly iron ore and scrap, were not fully realized in cost of saes.

Typicdly, there is an inventory delay of approximately two to three months before increases (or decreases) are
fully redlized in cost of sales.

EBITDA for the quarter of $59.9 million was $38.1 million higher than the $21.8 million redlized in the first
quarter of 2003 and $31.0 million higher than the $289 million redlized in the fourth quarter of 2003.
Adminigrative and selling expenses were $2.2 million higher than the first quarter of 2003 and $3.4 million higher
than the fourth quarter of 2003.

Operating income of $45.9 million for the three months ended March 31, 2004 was an improvement of $38.6
million over the same period in 2003. Operating income improved by $28.7 million versus the previous quarter.

Financid expense for the three months ended March 31, 2004 was $5.9 million compared to $5.8 million of
financia income for the quarter ended March 31, 2003. Interest expense was $2.5 million lower in the quarter at
$5.3 million versus the same period last year, primarily the result of reduced borrowings under the revolving
credit facility. A $13.6 million foreign exchange gain was realized in the first quarter of 2003 as compared with a
$0.6 million exchange loss in the first quarter of 2004.

The provison for income taxes was $18.8 million compared to $6.3 million in the first quarter of 2003 and $9.3
million in the fourth quarter of 2003. The cash portion of the first quarter provision was only $.5 million versus
$.6 million in the first quarter of 2003 and $.4 million in the fourth quarter of 2003. The non-cash portion of $18.3
million results from the redization of tax assets that existed at the restructuring date but could not be recorded
and is, therefore, credited directly to contributed surplus. The effective tax rate exceeds the statutory rate of
34% due mainly to certain expenses deducted from accounting income which are not currently deductible for tax
purposes and an inability to satisfy certain GAAP requirements to recognize their future tax benefit.

inandial | Liquidi

Cash provided by operating activities was $9.5 million for the three months ended March 31, 2004 compared with
$31.7 million for the three months ended March 31, 2003. Operating working capital increased by $48.5 million in
the quarter primarily due to an increase in accounts receivable.

Capital expenditures for the three months ended March 31, 2004 were $9.1 million compared to expenditures of
$6.2 million for the three months ended March 31, 2003. Proceeds on the sale of capitd assets in the quarter
were $14.2 million. These proceeds relate to the sae of tube mill assets and surplus land.

Financing activity for the three months ended March 31, 2004 consisted of proceeds of a common share issue of
$81.5 million and a decrease in bank indebtedness of $20.4 million. For the three months ended March 31, 2003,
financing activity included a $10 million repayment of the term loan and a decrease in bank indebtedness of $15.5
million.

Unused availability under the revolving credit facility at March 31, 2004 was $169 million compared to $125
million at December 31, 2003. The Corporation is required to maintain a minimum availability of $25 million.

TRADE

During the year, anti dumping findings in place covering plate, hot-rolled sheet and cold-rolled sheet from a
number of countries are scheduled to expire. The Canadian International Trade Tribuna (CITT) has initiated
reviews of al three findings. The plate review hearing has been completed. A decison by the CITT will be
rendered by mid-May. The hot-rolled and cold-rolled reviews are in progress with a decision for hot-rolled
scheduled for the end of June and for cold-rolled by late August.
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Import offers to customers from offshore producers have increased significantly during the past few weeks.
The Company is carefully monitoring these offers to ensure that imported product is not being unfairly traded.

OUTLOOK

Steel markets continue to be strong and we expect to redize further increases in revenue on a per ton basis in
the next quarter. The Company has increased the amount of its contract business to approximately 38% from
30% in 2003. Anincreasein costs is expected in the second quarter due mainly to high raw material and energy
prices. However, escalation in selling prices is expected to exceed cost increases, resulting in a further
improvement in profitability. In addition, earnings are expected to be increased by the sale of approximately
30,000 tons of coke in the second quarter. An increase to the cash balance is expected in the second quarter,
even though the Company is planning to disburse $10 million to employees as part of the 2002 restructuring
obligations and approximately $19 million of interest for the 11% and 1% Notes.

The Company expects to initiate discussions with the Union in early May with respect to new collective
agreements to replace the existing contracts which expire on July 31.

kkhkkhkkkkkkkkhkkhkkkhkhkkkhkhkkhkkhkhhkkhkhkhkkhkkhkhhkkhkhkhkkkhkkkkhkhkkkkkk*k

This news release contains forward-looking information with respect to Algoma's operations and
future financial results. Actual results may differ from expected results for a variety of reasons
including the factors discussed in the Management's Discussion and Analysis section of Algoma’'s
2003 Annual Report.

For further information contact:

Glen M anchester
Vice President Finance and Chief Financial Officer
Phone; (705) 945-2470



Algoma Stedl Inc.

Consolidated Statements of Income and Retained Earnings (Unaudited)

(millions of Canadian dollars - except per share amounts)

Three monthsended March 31

2004 2003
Sales $ 3378 $ 3138
Oper ating expenses
Cost of sales 263.9 280.2
Administrative and selling 14.0 118
Depreciation and amortization 140 — 145
— 2919 — 3065
Income from operations 45.9 73
Financial expense (income)
Interest on long-term debt (note 3) 46 53
Foreign exchange loss (gain) 0.6 (13.6)
Other interest — 07 — 25
40.0 131
Other income 09 -
I ncome beforeincome taxes 409 131
Provision for incometaxes (note 7) — 188 63
Net income s 221 & 83
Net income per common shar e (note 5)
Basic 072 023
Diluted 064 022
Welghted average number of common shares
outstanding - millions (note 5)
Basic —200582 —2301
Diluted —2426 —3010
Retained earnings
Balance, beginning of period $ 237 $ 159
Net income 221 6.8
Accretion of equity component of convertible debt — (N — (02
Balance, end of period $ 457 $ 225
SUPPLEMENTAL NON-FINANCIAL INFORMATION
Operations (thousands of net tons)
Raw steel production 622 645
Steel shipments 573 565

See accompanying notes.



Algoma Stedl Inc.
Consolidated Balance Sheets (Unaudited)

(millions of Canadian dollars)

Current assets
Cash and short-term investments
Marketable securities
Accountsreceivable
Inventories
Prepaid expenses
Capital assets held for sale (note 8)

Capital assets, net
Capital assets held for sale (note 8)
Deferred charges

Total assets

Current liabilities
Bank indebtedness (note 2)
Accounts payable and accrued liabilities
Accrued interest on long-term debt (note 3)
Income and other taxes payable
Accrued pension liability and post-employment benefit obligation

L ong-term debt (note 3)
Accrued pension liability and post-employment benefit obligation
Other long-term liabilities

Shareholders' equity
Capital stock (notes4 & 6)
Convertible long-term debt (note 3)
Contributed surplus (note 7)
Retained earnings

Total liabilitiesand shar eholders equity

See accompanying notes.

March 31 December 31
2004 2003

$ 75.7 $ -

- 0.2
198.1 134.2
196.2 210.8
23.6 9.8
- - 120
493.6 3670
647.9 653.2

- 17

39 42
f11454 10061
$ - $ 204
100.2 91.1
135 8.9
8.9 8.0
293 295
151.9 1579
164.9 164.4
316.2 3148
187 189
499 8 408 1
310.0 214.8
7.6 195
130.4 112.1
457 237
4937 3701
$ 11454 & 10261




Algoma Stedl Inc.

Consolidated Statements of Cash Flows (Unaudited)
(millions of Canadian dollars)

Threemonthsended March 31

2004
Cash provided by (used in)
Operating activities
Net income $ 221
Adjust for items not affecting cash:
Depreciation and amortization 14.0
Future income tax expense 18.3
Exchange loss (gain) on long-term debt
and accrued interest 19
Stock-based compensation 0.1
Other — 186
58.0
Changes in operating working capital —(485)
— 95
Investing activities
Capital asset expenditures (9.1)
Proceeds on sale of capital assets (note 8) 142
— 51
Financing activities
Repayment of term loan -
Net proceeds from common shares issued (note 4) 815
Decrease in bank indebtedness — (204
— 611
Cash
Change during the period 75.7
Balance, beginning of period - -
Balance, end of period £ 787

See accompanying notes.

— 2003

$ 6.8

145
57



Algoma Stedl Inc.

Notesto Interim Consolidated Financial Statements (Unaudited)
(millions of Canadian dollars)

1.

Basis of presentation and accounting policies

Management is required to make estimates and assumptions that affect the amounts reported in the interim financial
statements. Management believes that the estimates are reasonable, however, actual results could differ from these
estimates. The interim financial statements do not conform in al respects to the disclosure requirements of
Canadian GAAP for annual financial statements and should, therefore, be read in conjunction with the
Corporation's 2003 Annual Report.

The interim financial statements have been prepared on a"going concern” basis that assumes the Corporation will
continue in operation for the foreseeable future and will be able to realize its assets and discharge its liabilities in
the normal course of business. These interim financial statements do not reflect any adjustments that would be
necessary if the "going concern" assumption was not appropriate. The Corporation is dependent upon a strong
North American steel market and improving financial results. The outcome of these matters is not determinable at
thistime.

Certain items in the March 31, 2003 comparative consolidated financial statements have been reclassified to
conform to the presentation adopted in the current period.

Banking facilities

On September 3, 2003, the Corporation entered into a new Loan and Security Agreement ("Agreement"). The
Agreement provides the Corporation with a revolving credit facility (“Revolving Facility”) with financing equal to
the lesser of $200 million and a borrowing base determined by the levels of the Corporation’s accounts receivable
and inventories less certain reserves. At March 31, 2004, there was $169 million of unused availability under the
Revolving Facility after taking into account $31 million of outstanding letters of credit. The Corporation is required
to maintain a minimum availability of $25 million. The Revolving Facility matures on September 3, 2007 and is
collateralized by afirst charge on accounts receivable and inventories. Borrowingscan be madein either Canadian
or United States (U.S.) funds at rates fluctuating between 1.0% and 1.75% above either the Canadian prime bank
rate or the U.S. base rate or, at the Corporation's option, at rates fluctuating between 2.0% and 2.75% over bankers’
acceptance rate or London interbank offering rate.

L ong-term debt
March 31 December 31

—2003 2003
Secured 11% Notes maturing December 31, 2009

principal value U.S. $125 million $ 1639 $ 1621

Secured 1% convertible Notes maturing December 31, 2030
principal value U.S. $14.7 million — 10 — 23
164.9 1644
L ess:current portion - - I
£ 1649 £ 1644

During the three months ended March 31, 2004, U.S. $5.1 million principal value of 1% Notes were converted at the
holders' option into 3.7 million common shares resulting in $2.4 million of the equity component and $1.1 million of
the debt component being transferred to share capital.
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Algoma Stedl Inc.

Notesto Interim Consolidated Financial Statements (Unaudited)
(millions of Canadian dollars)

4. Sharecapital
Authorized - Unlimited common shares

The following table summarizes the share capital transactions since January 1, 2003 in millions of shares and

dollars:
Common-Shares
ToBelssued lssued and Qutstanding
Ascribed Stated Stated
Balance at January 1, 2003 - $ - - $ 01 23.8 $ 2141
Stock options granted (note 6) 0.3 0.3
Conversion of long-term debt (note 3) 0.1 0.5
Directors Share Award Plan (hote 6):
Shares granted 0.1 0.2
Shares issued (0.1) (0.2) 0.1 0.2
Balance at December 31, 2003 0.3 $ 03 - $ 01 24.0 $ 214.8
Conversion of long-term debt (note 3) 3.7 135
Common shares issued 10.0 815
Stock options granted (note 6) 0.2 11
Directors Share Award Plan (note 6):
Shares granted 0.1 0.2
Sharesissued 0.1 — (02 0.1 0.2
Balance at March 31, 2004 8.5 $ 1.4 $—0-1 3-8 $3100

During the first quarter of 2004, the Corporation completed an equity issue of 10,000,000 common shares for net
proceeds of $81.5 million.

5. Earningsper share

Basic net income per common share is calculated by adjusting reported net income by the net charge to retained
earnings related to the accretion of the equity component of the 1% convertible Notes. Diluted net income per
common share assumes the dilutive effect of the conversion of the 1% convertible Notes at the conversion price
and the exercising of any share options and restricted share units (note 6).
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Algoma Stedl Inc.

Notesto Interim Consolidated Financial Statements (Unaudited)
(millions of Canadian dollars)

5. Earnings per share (continued)

Threemonths  Three months

ended ended
March 31 March 31
2004 2003
Basic
Net income $ 221 $ 6.8
Convertible long-term debt - net charge to retained earnings — (1) — (02
Net income attributable to common sharehol ders £ 220 S 866
Diluted
Net income $ 221 $ 6.8
Convertible long-term debt - net charge to income - - — (02
Net income attributable to common sharehol ders £ 227 £ 66
Basic weighted average number of common shares outstanding 30.52 2391
Common shares issued on the assumed conversion of convertible
long-term debt 3.52 6.19
Common sharesissued on the assumed exercising of employee
stock options — 022 - -
Diluted weighted average number of common shares outstanding —24286 —3010

6. Stock-based compensation plan

The Corporation uses the fair value method to account for awards granted under its stock-based compensation
plans. The compensation expense recognized for all awards granted under these plans for the three-month period
ended March 31, 2004 was $0.1 million and for the three-month period ended March 31, 2003 there were no awards
granted.

Share Award Plan

The plan permits the Corporation, at its option, to award common shares to eligible directors as a component of
their compensation. The Corporation accrues for this compensation based on the fair market value of the shares
granted. Any shares awarded are issued quarterly. During the quarter ended March 31, 2004, 24,038 shares were
awarded with an average fair market value of $7.59 per share. The maximum number of shares that may be issued
pursuant to the terms of the plan shall not exceed 500,000 common shares.

Share Option Plan

In May 2003, the Corporation's shareholders approved the creation of a Share Option Plan that permits the
Corporation, at its option, to award common share options to senior management and directors. The Corporation
has reserved 2 million common shares for issuance under the plan. The exercise price of a share option may not be
less than the market value of the common shares on the date of the grant. The options have a term not exceeding
ten years and may not be exercised until the third anniversary of the date granted. Additional plan details are
outlined in the Corporation's Management Information Circular dated March 29, 2004. There were 153,785 options
granted in the first quarter of 2004 with a weighted average exercise price of $8.00 per share. The options vest on
the first, second and third anniversary dates. The estimated weighted average fair value of the options of $4.35 per
share was determined using the Black-Scholes model with the following assumptions:

Expected time until exercise 5years
Risk-free interest rate 4%
Expected volatility in stock price 60%

Expected dividend yield 0%



Algoma Stedl Inc.

Notesto Interim Consolidated Financial Statements (Unaudited)
(millions of Canadian dollars)

6. Stock-based compensation plan (continued)

Restricted Share Unit Plan

In May 2003, the Corporation's shareholders approved the creation of a Restricted Share Unit Plan that permits the
Corporation, at its option, to award restricted share units to senior management and directors. For principal officers
and directors, arestricted share unit vests on the grant date and entitles the participant to one common share to be
issued from treasury on the third anniversary. For other management included in the Plan, a restricted share unit
vests on the first, second and third anniversary dates. The Corporation has reserved 1 million common shares for
issuance under the plan. Additional plan details are outlined in the Corporation's Management Information Circular
dated March 29, 2004. During the first quarter of 2004, the Corporation granted 43,480 restricted share units with a
grant-date fair value of $8.00 per unit.

7. Incometaxes

The Corporation's effective income tax rate is higher than its statutory manufacturing and processing rate of 34%
primarily due to the following factors: the benefit of tax items that arose prior to the application of fresh start
accounting is recorded through contributed surplus ($18.3 million credited in the first quarter of 2004 and $5.7
million in the first quarter of 2003); and a valuation allowance has been taken against future tax assets arising in
periods after the application of fresh start accounting.

Federal and Ontario non-capital loss carryforwards at March 31, 2004 are estimated to be $75 million and $165
million, respectively, the benefit of which has not been recognized in the financial statements. The Corporation's
estimate of non-capital loss carryforwards has not been reviewed by the Canada Customs and Revenue Agency
and may be subject to change. Any future benefit recognized in respect of these non-capital losses will result in an
increase to contributed surplus.

8. Capital assetsheld for sale

The Corporation signed an agreement of purchase and sale dated September 2, 2003 for the sale of its tube
manufacturing facilities. The proceeds from the sale were $12.5 million resulting in again of $0.3 million.

The Corporation had an agreement to sell some excessland. The proceeds from the sale were equal to the net book
value of the assets of $1.7 million.

Both sales were completed in the first quarter of 2004.



