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Rio Algum 1.imstol is a gmwing, international mining, mineral exploration and

metals distribution cumpany with headquarters in loronto. Canada.

Rio Algom currrntly pnuluu s (upper, molybdenum, uranium and (val from

mines in Canada, 'he Unital States and Chile. The Company is developing a
uranium pn>perty in the United States and participating in the (unstruction of

1

a major (upper / gold mine in Argentina, both of which are schnluh d to begin

production in Iw1. It has <nmmencnl a second expansion of its tupper mine in

Chile which will be completed in 1998. In addition. a major copper /tinc
property in Peru and a large mpper dismvery in Chile art at the pre-feasibility

,

stage. Together these have the potential to increase the Company's annual

mpper produdion significantly, to in excess of 900 million pounds by the year

2002, which wouhl make Rio Algom Canada's premier mpper mining mmpany.
1

Rio Algom also owns and operates one of North America's forrmost metals

distribution businesses. The North American Aletals Distribution Cruup is one

of the lar7.;est distributors of stainkss steci and aluminum on the mntinent,

with 60 centres serving more than 50.000 customers in Canada, the United

| States and Mexim
|

Rio Algom's common stock is widely held and trades on the Toronto and
| Montreal stock exchanges in Canada and on the American Stock Exchange in

the United States.

!
t
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[ NE :AR'S dkCOMI'I.lSilMENTS j
i >

| |
1

i
.:

'In I996, net ranskogulnlincAl. latycly alne'h,lomrawrage metal;>rkrs.

; i

,) (nunum rurrirn A mr M a8 1996 1995

5 RIViNUr 5 1,813.5 $ 1,982.5 j
Operating prufit $ 169.9 5 249.7 .I
Earnings from continuing operations $ 66.2 $ 125.4

|Eamings from diuontinued operations 34.2 7.0

N rT 1.AR NINGs $ 100.4 5 132.4 ~!

.fOperating cash Ihnv fnim tuntinuing operations 5 75.0 $ 1M.5

XYr share data: '

Net camings ~ $ 1.82 5 255 )'

Dividends $ 0.70 5 0.60 .

I
,

All Mlar amounts in this tr;wr1 trJer to Canadian Mlars unless elhenustatal.
|
:

;

I996 nm, narrthclcu on rurptional yearfor Rio Algorn. The Gnngunty:
!

O Increased copper production from the Cerro Colorado mine in ;

Ch!!c by 63% to 151 million pounds. |,

|

6 initiated a further expansion of Certu Colorado's annual capacity |
'" " '" " """ " '

to 220 million Eounds. t QUrn
$%Ilunn

O Succeeded in a joint bid for the Antamina copperhinc property.
t~ xo -

in Peru.

6 Participated in the management of the 25& owned Alumbrera
um -

copper / gold project in Argentina, scheduled to begin operation
in the third quarter of1997.

6 Began construction of a two million pound per year uranium '# -

leaching operation at Smith Ranch, Wyoming, scheduled to start up

in mid-1997
100 - \

6 Continued an active exploration program and, in January 1997,
,

announced the discovery of an inferred 350 million tonne copper
deposit (the Spence deposit) in Chile. 55 -

1992 1993 1994 1995 1996
6 Successfully concluded over 40 years of uranium mining at

Elliot lake, Ontario.

6 Consolidated and implemented efficiencies at the U.S. metals
distribution operation, which had doubksi in size in 1993. )

Ce
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Atarting up in 1997 u. w.mukm \

|

I'R ^ NIL'AI ' milhon pouruh of umruum bv Prm
Smsth Ratu h Powder River liasin, f(x pw owned

startmq up m PM W)vming

All I At l t' R(.ll' Al ( ( L\1

llullmoose Tumbler Ridge, 29.1% joint venture 444.(XXi lonnes

Opernimg mine liritish Columbia h. Alwion sh w

71 N ('

Pularis Little Conmalks Island. 25% n>3 ally intenst 120.lM tonnes ol an( in (oru entraks .uu t
Operntmp mirar Canadian An tic (N h.l.) 28.035 milhon tonnes of lead in a onwntra

Crandon Alming Company Crandon, h'N onsin 5(N partnership
I'n.!n cloped

i A l't ()R A l l( )N

Rm Algum 1.xploraison int. loronto, Vanc ouwr and 1(uni owned

Yal d'Or Canada

Atendo/a Argentina

Compania Atincia Rio(hilex S.A Santiago and Antofagasta. !(uno owned

Chile

Kao Algont Sut ursal del Peru l.ima. Pero lix m. ow ned
.

.s.,.. . _.._.._.._,..-_m.,.._

MITAIS DISTRIllUllON Ibation .In emt held l>y '
m._. . _ , . , . . .

1996 Saks
~

.. . . . . .

. . . . ,

. . - . . .
- . Rio Algum 1.imited

. .. . . . . - . . . .

; North Ament an Alctais licadquarters: 1(x m> intned Comtuned saks were 51.5 bilhon
Distribution Group (NANiliCJ Almncapihs. Atmnesota,

'

sen it c Centnw

Atlas Alloys Inc. 12 in Canada

Yantent Atctal Gianh 47 m U.5A
Accrornes Atlas SA I in Alexim

-
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MIRlrlORs' .@EI' ORT TO dil AREllOI.DI:RS

For Rio Algom,1996 tras a year of tuajor accornplishment and gunvlh. Significanl sIcps tverc laken lo secure

the basisforJulure expansion ofIhe Company, lo add shareholdcr value and lo creale a netv Rio Algom.

n July, Rio Algom and Cerro Colorado was brought

Inmet Mining Corporation into pnuludion in lW4. In IW6,

were announced as the the mine produmi 131 million

suuessful bidders for the pounds of copper, over 60%

Antamina wp;wthinc property f(f0 /}fgOll!'S more than the previous year.

in Peru. This partially defined The increase resulted from an

deposit has the potential to firillidf}'g0alIS expansion wmpleted laic in
, ,

produce over one milhon IW1. A number of successful

IOfIff0lIlf operational (hanges madetonnes of topper and rinc
concentrates annually.1he in the year alm improved

, ,

joint venture has moved ahead CNIId d S JIIflIIIff the leaching pronss and mpper

rapidly with an aggressive remveries.1. ate in 1996 Rio. .

Us539 milhon drilling program f0f)J1CT lillllllig Colliffdli)' Algom began work on
a further US$198 millionand feasibihty study.

$1'' lhlf ''fdrI l expansion to increase the mine's

initial resuhs from this program y annual rate of pmdudion in 220

were announced on February milhon pounds by 1999.~ ~~

26,1997, with a new resource

estimate within a pit of 400 Throughout 1996, construction

million tonnes grading 1.2"o continued at a fast pace on the

copper, 1.1% yinc, 0.03% Itajo de la Alumbrera

molybdenum and 13 grams per tonne silver lhe (kposit development in Argentina. The capital mst of the projed,

remains open in a number of directions and drilling excluding financing costs, is currently estimated to be

continues. U55903 milhon.The sponsors (Rio Algom, North and M.I.M)

have negotiated a US5670 milhon projed financing, with the

Prior to September 1998 a decision will be made on initial drandown expected in March 1997. We expect

procmhng with the development of the deposit. Rio Algum produdion to bgin from this deposit in the third quar 1er of

and inmet have agreed to an i.westment commitment of 1997. Our 23% intenst is expnied to mntnbute an average

US$2.5 bi!! ion by Sepwrober 2001, if a development decision of about 96 million pounds of mpper and 137.mo ounus of

is made. If the adual msts, which are currently projnied gold to Rio Algom's annual production, with lagher gold

to be at least U551 bilhon, art kss than U552.3 bilhon, Rio production in the early years.

Algr m and Inmet would pay 3mo of the shortfall to the
*

Gr vemment of Peru. essentially as a defermi purchase pnce. Closurv of I.!! int take

'
,

j in the latter part of IW6. our exploration team completal a On June 28.1996 after more than 40 years of wntinuous

! drillmg program which mnfirmed our discovery of the underground uran:um produdion, Rio Algum hoistal the

Spence copper deposit in Chile. 200 kilometns south of our last skip of uranium ore from the 1:lliot LaLc arca The

"Cerro Colorado mine and 140 kilometres northeast of Stanicigh mine was the last of the ten mines operatal by the

Antofagasta. With an micrrnl nsourte of 350 milhon tonnes Company in the arca

e averaging one per (rnt mpper, this maior deposit has the
f} '

potentst to be a larger mpper pn>dutrr than Cem> Colorada To the men and women who mntributal to the sucass of our
._

+.
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Gumnum o) the liswnl

ll!iol !.ake o[n1alions om th. esc } cars, tw npnv our hearifelt LYhile our a opper pnulut lion n espamlink rapielly,
thanks: for the c ommunny they built, the inhnologic al uranium contmurs to play a sole in Rio Algonn future.

; a:han(t% they made anil for their (ontribution to a rcating 1.arly in IW6. ne maile the (letidon .lo tievelop the Smith
the basis for the (lynamis,(liversifical Rio Algom of today. Rant h property in Wyoming. utili/ing umot atire

'

in .dtn leac hing estrac tion In hniques. Proclut tion is
Rio Algum began preparing for the 'wition of uranium schetluletl lo tommente in mid-lW7, reat hing the design
pnnlu< tion at litiot 1.ake m the late ivittN nhen ur annual ate of tuo million pounds ol uranium in twit. We
emh.uked on a pr qram to urengthen the Company's are aho studying th6 potential for smnificant additional
maning asset haw aml balam e sheet. We dien ted our pn duction Inim Smith Ran< h and from the neighbounng

,

I straicxy to base meta , pnvlottion. lurin ularly s opper. We Reynolds Kant h pn>perty.
|

| hetame more foc used and descrmined to gron, thniugh

| aujuisition and esplora19 n. with high quality properties \letah Distribution
j <ajuhle of pnuluting at lou cost. Our progress anil suucss
i are demonstratal by our !"+ achievements. lhe pnsica ts Our North Amentan Metah Distribution Group contmucri

ne are des cloping or are strkmg to derclop h.n c the to <lclis er a signilu ant iomponent of the Company %'

potentui to int rease Rio Algom s coppet pnnloction to in operating proht in W% although nork! prues for I

cucu of uno million guiun<h annually h 2002. stainkss sini and aluminum IcIl throughout the year. The3

. I|va n

E 6. + $6s t $1 ' t \ i t i t i'

4
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Group retained and in some cows increased, its market discontinued operations in the 1995 wnwlidated |

! share in all major pmdud lines. The mnwlidation of the financial statements. Earnings from discontinued |
| cxtensive additional farihties auluired in 1995 mntinued operations were $34.2 million in 1996 compared to j
I surressfully, with no interruption of service. Our metah 57 million in 1995, lorgiveness of the outstanding j

'
distribution business provides an cueptional return on advances from Ontario llydm and the write-off of the

capital - 21% in 1996 - and has been consistently related Stanicigh assets, having an equivalent book |
!

| profitable with signifkant gnnvth pmspntt value, have been recognited in the nuounts for the

| fourth quarter of 1996. Pmvisions for deferred taxes ;

j Iinam ial liighlights amounting to 570.5 million, being no longer required, |

| were reversed and included in carnings from !

lower mpper prites and lower prim and margins in the discontinued operations, partially offset by an increase

| metals distribution business, in part offset by higher of $40 million after tax in the Company's redamation ;

.

production k vels at Cerro Colorado, affected our 1996 provisions related to its discontinued mining operations. |
| results. Net camings in 1996 were $1004 milhon or 5122 This will provide for reclamation, treatment and I

| per mmrnon share, while 1995 net earnings werr $152.4 monitoring which will mntinue into the next rentury. |
| million or 52.55 per common share. Revenue from !

| rontinuing operations in 1996 was 51.8 bilhon mmparrd Capital expenditures decreased to 577 million in 1996 |
| to 52.0 billion in 1995. from appmximately $108 million in 1993. Cenu Colorado [
| arrounted for Sla million, compared to 562 million, .[
|

'lhe inndon Metal Exdiange copper prne averaged US$1.04 primarily for expansion msts in 1995. The 1996 capital !

| per pound in 1996 companyl with U551.55 per pound in expenditures also included 519 million spent on Antamina |

1995. The decline related to uncertainty over new and 540 million on all other operations. [
r. pmdudion m well as to trachng irregulantics ascribal to

Sumitomo Corporation. In 1996 Rio Algom's hedging in I'cbruary 1996, the Company received procenh of !

| program helped mitigate the effect of lower prices. 588E million from the iwuc of 3,6 milhon common !

|
Although copper settlements for 1997 are currently shares as the result of the exeniw of share' purchase {

| unbedged the Company h constantly monitoring markets warrants issued in 1994. |

for appropriate hedging opportunities |

Early in 1997, the Company raiwd 5500 million through ;
!

To deal with the rythrahty of copper prim and to optimize an issue of convertible debentures and mmmon shares, ;

| operating margins. Rio Algom's principal strategy is ta irwest and arranged a U55500 million unscoured revolving j
! in high quahty assets with knv prruludion costs in 1996 the 5-year line of credit with three major North American j

! rash mst of copper production at our wholly-mvnni Cerm banks. These funds will enhance our sound financial base i

Colorado mine averagal U550.51 per pound. Rio Algom's and facilitate new developments, which are the basis of j
average cash mst per pound is expected to dedine as new our aggresshr gnneth plans. -|!

and expandal operations come on sttram. j
Im inmment, llcalth and Safety

j . The metals dhtribution business provides a relatively !

stable (omponent to our carnings. For exampic, it An integral mmponent of Rio Algom's plam for gnnvth h ;

providal 44% of operating profit in 1996. Prudent growth our determination to continue to excel in the areas of j

in this buiiness, which complements our mining interests, orrupational health and safety and environmental f
; is another facet of our strategy for maintaining and responsibility.1he Company maintains an active j

increasing overall shaxholder value. environmental, health and safety management program. ,,

As part of the Company's mmmitment in these areas in !

In anticipation of the closure of the Stanleigh mine, 1996 the lloard of Directors approved a strengthened !=

the Elliot Lake operations were artounted for as Environmental Policy for all operations and activities. |
'

s'@ |,
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'the Year Ahe.ul lo our employees, who have mntributed so much to Rio

| Algom's numeruus achievements in 1W6, we extend our
! In the year ahead we expect progress in a number of thanks for their hard work and enthusiasm.

| areas. The expansion of Cerro Colorado's production

| capacity to 220 milhon pounch of mpper per year is under We look forward to continuing the evolution and gmwth
way. Smith Ranch is s<heduled to begin producing of the new Rio Algom during IW7 and into the future.

. uranium by mid-year. Alumbrera is expedal to start up in

! the third quarter, adding gold to Rio Algom's pruduction Respntfully, on behalf of the Boani of Directors,

profile. Drilling programs at Antamina. Reynolds Ranch

| and the Spence deposit will pave the way for full
Ic.nibility studies on these prujects. We air continuing our g

[exploration adivities, dinxtly and through joint venturrs. V
; And our North American Metals Distribution Gruup will

reap the benefits of the tunsolidation of sts ti.S. operations. Gordon C. Gray

| 0 ainnarn of theIked and
in cosu lusion QuicjLremtivet@lcer

February 26,1W7
We pay tribute to the late Lawrie C. Reinertson. Appointed

| a Director, Prtsident and Chief Exnutive Officer on April

.241996, lawrie died suddenly on July 14 llis tenure was

| short, but his contribution was significant and will benefit
| the Company for years to rume. In his memory the Lawrie

| Reinertwn Palliathr Care Trust was established by Rio

| Algom at St. Joseph's General llospital in Elliot lake.

!

Colin A. Macaulay retired from his position as Vice-
| Chairman of the Company in December 1996. We thank

him for his wise cuunsel and Icadership, which have bn n
of benefit to us all.

!
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OWIRONMENTAL, .[blTli AND t_I$Fis!Y bLICY-

|
|

t

I I
t I

l

| In 1996, Rio Algom's Board of Directors approved the following strengthened*

g Environmental, lleahh and Safety Policy for the Company.
I i

#
; SI'l~.Cll'IC A11Y, Tile COMI'ANY WI LL: |

Nio a 4 1 L,rniled is c implement site-specific environmental, health, hygiene, safety and ;. .

' ''E'"'Y '''U*"'' U" " "^E' '"' U~E'* ' * " E ' ' ' ' ' "tonunilled lo achinin ruellcrue in *

I the aim of continuing improvement;'

all aspects of ils operations, imlnding

environmenla! prolcclion, heahh and o design, operate, decommission and evaluate its facilities to ensurei

safely. The fornpany mulertales to mi compliance with government and Company requirements and to

responsibly as steward ofIhr irsources minimize risks to health, safety and the environment;
,

in its charge, working for the well- o train and equip employees with the understanding, skills and facilities
bring of ils rmployers and the to achieve an injury-free and healthy workplace and to fulfil their
connnnnifies an Ihr connfries in environmental obligations;

u hich it operales. Irhere the fornpany
o educate its employees on practices to improve the environment,

does not have operating responsibilily' wellness and safety on and off the job;
it will work nilh its associa!r

& require its contractors to implement practices consistent with Companycornpanics to adopi practicrs mnsistent

with this policy. health, safety and environmental policies and procedures:

,_ c encourage conservation and pollution prevention measures;
-

z

o provide information and training for the safe handling, use, transport,
and disposal of our products;

o communicate openly a'nd on a timely basis with employees, the public, 6

governments, and other stakeholders on activities involving
- environment, health and safety;

'

6 research processes practices and technologies that will lead to
improved environmental, health and safety performance;

6 conduct regular environmental, health, hygiene, safety and emergency

response audits, and implement action plans called for by these audits;

c report regularly to the Board of Directors on environment, health,
hygiene, safety and emergency preparedness.

6

| Rio Algom Limited and its operations take responsibility for implementing

the principles of this policy through the commitments and actions of each

employee.

i

[ Exampics of Rio Algom's cornmitment to these pnnripirs arr highlighted on sorne ofihr

pages thatfollow.

.
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b ferro Colormlo: Rio Algom's wholly-myned Cerro Colorado mine is locatol in

j 4* . the Atacama Desert in northern Chile,120 kilometres cast of the port (ity of' ~ '

j Iquique, at an altitude of 2,600 metns. The open pit operation, whi< h provides
, . , , -

employment for 663 propic, began production in 1994. Production has!
"

i 3
! increased steadily since then, owing to an expansion completnl in 1993. The
I implementation of several operating thanges has improved the efficieng of.* ,

j 'j the Icaching pnness and int nased nxoveries. As a result, the Company has
j . Minmg Properten %d made great strides in rulucing pneduction custs.
I '!1

At Cerro Colorado, ore is crushed and treated by batterial and themical

{ icaching, followed by a solvent extradion and electrowinning (SX-!:W) pnxess'

; to produce finished cathode copper. Rio Algom pioneered the large-scale

{
commemal applaation of this pnnrss to sulphide copper ores.

. The mine produced 131 million pounds of (opper in 19% An expansion
J

j program mitiated late in the year will incrrase the production capacity to 220

! million pounds annually in 1999, at an estimated cost of US$198 million,
i

! culuding escalation, working (apital and financing msts. This expansion is
i

; expected to reducc .ntrage cash costs to less than US5(60 per pound. At the

| cxpanded role of production. Cern> Colorado's pnnrn and probable resents
1

| of 222 million tonnes grading 1.07o mpper will support mining operations for

) the next 20 years.
.

liigldan l bilr; fopper: Incated in south-<entral Bntish Columbia, Ilighland
i Valley is one of North America's largest sopper mines. Rio Algum has a neo
.

j partnership intensi m the operation ac 1 shares equally in its management

| with Cominm 1.td The operation's Valley and Inrnex open pits supply ore to

j the mill at an average daily rate of 120Axx) tonnes.

i

j Rio Algom's share of production in 1996 was 110 milhon pounds of copper

] and 988.tx10 pounds of molybdenum in con (entrate. Proven and probable

j reserves will support mimng operations at, planned rates for at least 10

j more years. Studies are continuing to
Q, determine the extent and emnomics of

. . TGr]] - % ' mining additional mpper rmocralization j

,.

4 m+ce.g;.,

yggdg$ dismvered in 1993 at depth below thepbwtrenaldh3 13
*

*
*

y,ji.. VU
{ f Q Q 5yi q~Q WM&'^ ~~-

~
~ M I

. . . J'ajo de fu .lluminrra: Argentina's first

{ [b * g3fC ja.8f aire m e t . large-scale open pit base metal mining
.,

j
* ' " ~ Jre WI':- project is located in the provinte of

;
~

Catamana, at an clevation of 2,60n metres,.

i
a

83II4fI$tIIj|o8 bil h jIldf |(JLfI $ Id|[I Nf h|II5 IIrIN

*
Opposar Almmy opewtuum m ihrierw lulvIn.h* open put
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j alunr sea Icw1 in the hiothilh of the Andes. Distmernt in pnsper1y hosts a partially defined high grade u>pperhint j

] 1949, the perphyry deposit h destinni to bnome one of skam deposit. !

I
; the world's great mines, yiciding on average mer 380

] million pounds of payable rupper in ronrentrate and A joint bid for the property by Rio Algom and |
5-l'i/xP ounus of payable gold annually after production inmet Mining Corporation was accepted in July 1996. !

3

} legins in the latter half of 1997. When in operation it will Under the terms of the bid, the two companics are i

employ 600-700 people; at peak, close to 6,000 were required to spend at least US$13.5 million on a {
l invohttlin Alumbrera's uinstnation. Icasibility study on the Antamina property by~

t

i September 1998, at which point they may return the j

' Rio Algomi 2'i% interest in the Alumbrera project is held property or proceed with development. The bid {
<

tlmsugh Minera Alumtm ra Limited, whidi operates the - involves an investment commitment of U552.5 billion !
t

,

j project under an agreement with Yacimientos Mineros de by 2001 if the <ompanies elect to proceed if the i

Agua de Dionisio, the pruperty owner. M.I.M. Iloidings development costs, which are currently pmjected to be 1

| Limited of Australia has a 50% interest in Minera at least U551 billion, are less than US$2.5 billion, Rio

Alumbarra and North Limited, also of Australia, holds the Algom and Inmet would pay 30% of the shortfall to the

!,

svmaining 2A Covernment of Peru in lieu of further expenditures.
l

; fxcluding interrst during n2nstruction and other financing Rio Algom and inmet have initiated an intensive 603xXI- )
'

fees, the cost of the Alumbrera project is currently metre drilling program on the Antamina property in
estimated to bc U55903 million, of which Rio Algom's advance of the plannul feasibility study, with the objecthe

1 share will be approximately U55168 million. Over the hfe of confirming and expanding reserves. An office was

; of the project, Alumbrera is expected to add 137,000 established in Lima and, by the end of 1996, a camp

ounces of payable gold and 96 million pounds of payable auummodating 200 puiple was set up m site.
I u>pper to Rio Algom's annual production. A higher grade

starter pit will puvide additional topper and gold in the A 1992 estimate by CEPRI-Centromin of Peru reported

operation % cady years. It is estimated that the cash cost for proven and probable reserm of 128.6 million tonnes

unpper, after byprodue credits, will be in the low U550.50 grading 1.61% copper,1.53% einc,031% molylxicnum and
,

I per pound range. 17.7 grams of silver per tonne, with the potential for
substantial additional resents.,

l Reserves and resourcet are expnied to maintain the
! Alumbrera operation at planned rates for approximately On February 26,1997 Rio Algum and inmet jointly

announced an interim resource estimate for Antamina20 yras
within a pit of 400 million tonnes grading 12% copper,

I~ Orc from the open pn will bc crushed and ground, with I,1% zinc, 0.03% molybdenum and 13 grams per
copper comentrates produced by the flotation process. tonne silver The deposit remains open in a number of

Free gohl will be retuvernt by gravity n ethods. For the areas and drilhng continues.

first four 3cors the mill is expatni to treat approximately

803KKI tonnes of ore daily; and will be expanded to At tlu time hf the July 1996 bid it was envisaged that i

120JXo lonnes per day thereafter. Copper concentrate Mnh mum pmsk h %om wa M M M

produced in the mill will be pumped through a 243- milhon pounds of nipper and 173 millior, pounds of

Lilon etre pipeline to a plant near Tucuman, where most iinc pmduc tion annually for at least 15 years, beginning

in 2001. This projection was basett on a milling rate of jof the water will be removnt and the filterni uincentrate
shipped 820 Likimetres by rail 'to a new port fa(ility 40J00 tonnes per day and the production of one million

.

i

tonnes of (upper and rint concentrates annually. In j
constru ted near Rosano.

view of the encouraging results from the drilling {
einlamina: tmatal in the Andes 480 kilometres northeast program to-date, studies will be undertaken to evaluate |

of I.ima, Pcm at an altitude of 42n0 metres, the Antamina the nunomics of higher mi!!ing rates for Antamina. j
i

[hN8
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i, i l ENVIRONMENT: .'o f

Rio Algom's uranium activities in the United States arc tunducted by its t
i IIEALTII SAIETY-

wholly-owned subsidiary, Rio Algum Mining Corp. The long-term goal of the j
'

. U.S. uranium operations is to develop and/or .uquire reserves which will *

supjuirt total pnuludion of about five million pounds of uranium per year. ;

I 6 A cornprehensht ;
Smilh Ramh: Pnnhution of uranium from the U5544 million Smith Ranch >

emironmentalbaselm.estudy ;'

pmjn1 near Casper in northeast Wyoming is ex[nrini to lx gin in May 1997, ,

I "I#* "#' I8 $

',

t

! with design pnniudion of Ino million gumnds per year to bc .x hievnl in mid- ' '# ""
*

| 199tt. hiudies are in progress to determine the leasibility of increasing commencelhegroundnvrkfor

pnuluction from Smith Rant h. I apossiblefufuremining
,

{ project and fo rnonitorthe
|

Uranium will be pnuluced by in sito Ic.whing a methcul lavounst over more
| efertsof theraploration ; |

_

tradnional mining melluxh for its lower capital and operating costs and its j 7,pg,.am. |<

much diminished environmental impact. In this pnnew, inintion and ! .!
extracti <m wc!!s are drilled into uranium-bearing rones approximately 200 f 6 In Afard 1997,Rio Algom-
metres below the surface. An environmentally benign mining solution is i

. | milbepresented wilh a !
.

pumped into the ore zone where it diwolves the uranium. The uranium is !#"# b '0''cxtradts) at a central pnxessing facihty and the minmg solution nryc ksl. Cash #I f f

costs for the operati.in are expedal to be icw than U5512 per pound. PrmpedorsandDeirlopers ; ;

:. AisociationofCatsadain i
'

r

Rynol.h 1:nnde Eady in 1997 Rio Algom lx gan an in-month, U551.1 million rrcognifiAn ofils reclarnation " f
~

program at Reynolds Ranch Wyoming immnliately north of the Smith Ranch aclirifies at Ellioilele. |
area, to confirm and expand rtsources of 11.2 million pounds of uranium, and *

.c - , !- _m. ._

t..

to conduct environmental baseline studns for possible produdion beginning
6 SlafattheSmithRanch I

in the year 20(n |- .-

_ , projed meet regularly wx.th .. .

) ,linhmsin Lakr: Rio Algum produces uranium by solution mining in the localrandierslo exdiange ; g

. Ambrosia leLe area north of Grants, New Mexno, wheir it owns nine closal (infomaatiod ami%any~ |
underground mines and a large closal uranium mill. The pmcew invohrs { ' concemsaboullhenewf i

circulating mine water through the old workings and then through an ion "Iuranin'm opeiatio_nD 1 |
exchange plant, increasing uranium prices have led to plans to increase ' SM [ W ' "~

|
pnnluction from 11G,000 pounds in 1996 to 330,000 pounds in 2000. . %7hcastragelost-timeaccident [

I
| frequencyraie'at Rio Algonis |

^ operations in 1996 decreased |/'N*
|

to 0.62 aaidents per200,000 - |
.

nvrki& hours, cornpded to
~

lbinris .infaminn, frundon: Rio Algom's current intewst in rinc production is O.80in 1995. E
'

!. Cotnwallis Island in the Canadian Antic. On the horizon hes potential {
' ''

, -|held through a 2% net pronrth myahy in the Polaris zinc / lead mine on Little
'

_. .

|
production from Antamina in Peru and from the Crandon zin(Aopper deposit ;

- j; ,

: in Wisconsin Crandon tuuld produce 130.0&J tonnes of rinc in concentrate i
_ ,s

*'
i

i !
-

annually. Rio Algom has a 50"o interest in Crandon Mining Company, a joint '

jj
'

, 4 |j wnture with Lxxon Coal and Minerals. It is anticipated that permitting for the

| project will be rompleted by 1999. If a production decision is made, =g - 1 -

|,

aunstruction wouki take about threcycars. - ~_ 1,
t

|
,

4 (YJt/f|4'tW

i,m m..momoo

I.
,. , n _ ., , - -_ . - -.
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Co^3 Sprme sfrposil: The effectiveness of the Company's
exploration strategy was clearly demonstratal with the

!!ullmoor The Itullmoose Coal joint venture, in whidi Rio announament early in 1997 of the disawery by Company
Algum has a 29.1% interest, is an open pit metallurgical geologists of a major copper deposit in northem Chile. The
(Dal mining operation in northedstem firitish Columbia, Spence deposit is k>cated at an elevation of 1,700 metres
Canada. Operatn! by Teck Corp., the facility produces between the cities of Antofagasta, on the coast, and
approximately two million tonnes of metallurgical coal Calama, on claims held by Compania Minera Riochilex
annually. S.A., a wholly-owned subsidiary of Rio Algom. It is named

after Colin Spence, the Company's former Western
Reserves are sufficient to more than fulfil existing contradual

Canadian exploration manager who was kilkst in a tragic
obligations, currently amounting to approximately 4.5

incident in the Philippines in June 1996.
million tonnes, to be delivered up to Marxh 31,1999. Most of

the nul pmductti is sold under long-term mntrads to nine A 24,000-metre diamond drilling program carried out to
Japanese steel-making firms. Contract negotiations are under ac average depth of 230 metres on the Spena deposit in
way with regard to sales beyond 1999 1996 outlined an inferred resourc :ontaining an

estimated 350 million tonnes averaging one per cent
copper, with minor values in silver and molybdenum.
liased on initial studies, it appears the deposit will be
amenable to open pit mining and conventional

.MNERAl. MPIDRAI1()N metallurgical treatment, with the potential to produce
cupper at a higher rate than the Cerm Colorado mine.

Rio Algom believes that a focused and consistent mineral

exploration program is one of the principal means by The deposit consists of two adjacent zones centred on

which the Company can achieve its ambitious growth granitic porphyrics which intrude sediments and volcanic

plans. Rio Algom's targets are large tonnage, low cost mcks. It is covered by gravel and leached rock ranging in

deposits of copper, gold and zinc thickness imm 50 to 145 metres. Typical of many Chilean

copper deposits, an exide cap overlays an enriched
The Company has been active in Chile for a number of sulphide zone which grades into primary sulphides at

years, cunducting its own exploration as well as pursuing depth. The oxide cap makes up approximately 12% of the

joint venture projects. More rn ently, it has extended its total resource.

activities to Argentina, Peru and Brazil. Rio Algom is also

active in North America and Ireland. Detailed diamond drilling, to be followed by prehminary

metallurgical testing, was initiated in January 1997
Exploration expenditures amounted to S15.7 million in 1996 to upgrade the inferred resource to a proven and
and are expnted to reach 5210 million in 199Z with a major probable reserve. It is expected that a feasibility study

portion of the incrvase being spent on dnlling programs to determine the appropriate method of developing the

on the Spence deposit in Chile and the Santa Cruz joint deposit for production will commence during the second

venture with Yamana Resources Inc in Argentina. half of the year. |

The October 1996 agreement with Yamana Resources

allows the Company to corn a 50% interest in some of

Yamana's extensive gold prospects in Santa Cruz Province

of southern Argentina by spending US$20 million on
exploration before August 31, 2001. Rio Algom can
increase its stake to WN if it completes a feasibility study

and eksts to place a property la production.

lyyhem
4 m, m ou o w u, ,
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*iy The North American Metals Distribution Gmup, serving 50.WO customen, is,

.Tf v

g] 7c,,e, O.i. ,g[6.
one of the largnt metals distribution businesses in North America. With

.

3 ,y headquanen m Minneapohs the Group comprises Vincent Metal Goods and

Ik.*..r?' its 47 service (entres in the United States Atlas Alloys and its 12 (entns in
* b .. Canada and Accromex at its single location in Mexitu City.

* '. x .%.
' For Rio A!gom, the metah distribution business provides an attractive rate of.

I rrturn at low risk, c.uclient prospe(1s for profitable gnnyth and adth a degree,

- i of stabihty to the Company's carnings and (ash flow Such returm and%?*

| Wy , stabihty are important as the Company brings new mining developments

f into production

y(
in Iw6, the Nonh American Metah Distribution Gn>up generatnl $1.5 billion of

* North American Metals "TC""" d"d bUU *dh"" "I "lwrahng profit or 814o of the Company's total
Distribution Group revenue and 4Mu of total operating pmfit. It ahn providal a 21% rate of return on

capital employnl and a signific ant portion of the Company's operating cash flow.

'
NAMDG punhases stainins and (arbon steel, aluminum, copper and brass

and ni(Lcl alloys thrn1 from producing mills lhe Group warehouses thne
materials and processes them as required (for exampic by custom (utting,

polishing, sawing, shtling or shearmg) and delivers the end product to
customers in the manufactunng, resource, construction and other industrics.

With its network of service centres, attention to value-added processing
rujutrements and mmmitment to timely delivery Rio Algom's North American

Metals Distribution Group is able to operate very effectively in a highly
mmpetitive business.

j Vincent Metal Goods' principal products are stainins itrel, aluminum, ni<Lcl

j alloys, carbon flat rolini steel, carbon and alloy bar and tubing, copper and j

brass In Canada. Atlas Alloys' business is segregated into two product groups

its specialty metah group includes aluminum, stainless stect, high ni(Lcl alloys, |
tool steels and machinery steels in a wide range of shapes and si7cs. Its |

cngineered products group includes pipe, tube, fittings, flanges, valves,

{ fasteners and wekhng consumahin, in a
!

M
4,,ert

_

'
7, . r variety of alloy materiah.

| ~ . y

| ~
' '

's ^ ) blainicss slect produtls d(counted
j ,' '''?" -

'w- "M
.. for 4W of the Group's sales in 1996,

j.
, U $ -- i whuc aluminum produ(ts represented'

'

i +- - - approximatc!v 28% and (arbon steci
; .g . .- . -Q h . " produc ts about 8"o. 1he Company

M .

,~ believes the growth prospc(ts for
' ~ ~ ~

-
.$ , g,

'

j bldHip al Hfli clikfHl .ufldl balrib trilltf IN Iliffit(IJpq8}l5,,,
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aluminum and stainless steel are highly favourable. Die properties of these !
,

_ _ _ < ..

. ENVIRON 51ENT metals add value to products made from them, resulting in their increased:
e N.-*

'
. - x a- demand. As well, international acceptan<r of stainless steel and aluminum is j

,

1 HEALTil SAFETY-
I facilitating growth for these modern metals which outpa<rs the general grow 1h |.,

-y" '- % -

of the cronomics in which they are sold. Their use is widespread in the
m

transportation, aerospace, food processing, architectural, hydro-carbon j
$7hcNorth American"Aletals!, processing, chemical, metallurgical, forest products, power generation,

*

L Distribution Group has information technology, medical, agricultural, water treitment, wastei

performed site assessments - managernent and marine industries.
,

e at all metals distribution':
During 1996 NAMDG continued to consolidate and integrate the former Metal

- locations to ensure that
~

,

Goods division of Alcan Aluminum into Vincent Metal Goods. Rio Algum
.

trhironmentalisAues are . -.. purchased the Alcan unit in 1993, virtually doubling the size of its metals 1,

mimmal . ;, ': 2 distribution business, expanding its coverage from unast to coast in the United
. ...;--. . -

; 7 an " - .y : States and providing greater flexibility, purchasing power and enmomics of*

j 1 {All of.the MIAfDG ,[ " , ' ", scale, as well as exposure to new markets. !. . . . .,

,. prutssing localion, a, re : -s

~ althelfimelEdin trcyclingy %e Gmup is continually examining ways to improve efficiencies and |

7[hactiviticsfahitemsl-g productivity and thus, its competitive position. Recent investments have |
4. . - ..s a. W. resulted in improved materials handling and distribution capabilities. Over i

isuds as metals. crap.: :,a 1
_ . w a, , _~%.. . 4 a_ ,. U552 million was sper:- in 1996 to integrate the management information IZ. . ~ .

a.. 4
d.,,,f.W.,an w '. .w~ f;qand ordering systems. In addition, the Group continues to m.vestigete and

systems which keep tract. f almost 90A0 inventory items, aaounting records
"

'' V.1996safetyper orm ceo
4- n- e. e n. -

@P fheNortliAmerican Afetals wassess potential acquisitions which would strrngthen product sales and its;. s.,- ~ , t, _ .. .

a Distribution Group +was better,:,..m . - . - geograph.ic spread.w%,+ .m .-

mw w s.t of.:it's comp:etitors=W than mo
' .x : n . a.x

y1,k:th:hh t:yBewsafety:,y,... . _ , _ . . , -- ....

y, programswereinitiatalq=+ - - . - . . -

i95.durin9 the year tofurtherg
m, . .. . . . -

4 ungnntperforma . 1997.y,nce m
.~ ~n~newarm:.:sma

- - -
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I arnings Prufile i

in IW6. net camings of Sl(n4 million were lower than the IW3 Invl of 5132.4

million. The most significant factors underlying the da rease were:

,tlining: 1.ower 1.ME copper prices, which dalined 224o to an average of

U551.04 per pound in IW6 from an overage of US$1.33 per pound in IWi,

partially othet by 6340 higher production at our Cerro Colorado operation.An. coceru casn ena t
'

i.p n a, ,,m,,

t s m,,f,,,,,a .1Irf4jls: Oversupply in stainless steel markets and changes ia aluminum pricing
structures, contributing to reduced prices and margins in the Company's

15 p metals distril-ution business,
j

up
!
8 Cash Prufileur

Several significant events in 1996 afledal the Company's cash position. Total
u cash and equivalents of $213.4 million were down from 5314.4 million at

December 31, IW3. i

i
)
i Significant sourws of cash werr:

u |u * continuing operations, contributing 573.0 million; and

,, I e pmceeds of 593.7 million from the issuance of common shares, primarilyr

|
through the exercise of share purchase warrants.

o a t-
Significant uses of cash wert:2 -

of c2 c3 04 01 02 03 os advances of $1122 million to the Alumbrera pmjnt which are expected toe
,,g 3,3

be repaid from project financing in iW7;

e net capital expenditurcs of $713 milhon including 519.0 million relating to

the Antamina project;
e dividends to shareholders of 539.1 million wmparut to 5312 million in 1993;

and

e trpayments oflong term debt and otner obligations of $327 million,

principally at Cerru Colorado, mmpared to 512.6 million in 1993.

|

|

.% phf
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Revenue from operations dc(reased 7.5"u to 51.11 bilhon in lW6 from $2.0
billion in IW1

e'- [W.~. . C4

Y _. _ ,: 3.x,+ s < =: .iRevenue imm topper operations decreased to 5291.4 million in 1996 from
-

Sin 9 milhon in 1991 due to loner average I.A1E supper prites, which
deshonibyllan from the prior year, partially offset by incn ased production at *CMj"M dg

_

Cerro Colorado.
g.. ~_ _

j g u m e,.4 .c-
Revenue from the metah distribution business decreased to 51.5 billion in ' ' ' ' " ' ' ~ '

IW6 from 51.6 bilhon in 1993, due primarily to lower stainless steel and GSalmn" I*"h andbl'ir**"'la""
U"d"''""'"aluminum pric es.

Operating profit from continuing operations decreased to 5169.9 million in

1996 from 5249.7 million in IW3. Mining operating profit from continuing
operations detreased to 592.0 milhon in 1996 from 51%6 million in 1991 The

aksrease was due to lower copper prices during 1996 as well as a clecline in

production and higher operating costs at liighland Valley Copper. These
dec hncs arre partially ofhet by increased production at Cerm Colorado.

Metals distribution operating profit decreased to $773 million in IW6 from

593.2 milhon in 1993. Metals distribution 1993 results include only nine

months revenue and operating profit from Metal Goods, which was acquired

Alanh 31. lWi.1he 190 results aho include the Company's m94o interest in
| Atlas Steels Limited of Australia whith was sold in late IW1

1hc Canadian /l'$ dollar cubange rate remained relatively stable. The
average rate for 1996 was C51.36 per US do!!ar compared to C51.17 per US

| dollar in 1991

ennin,=n n.qqw a u ol.a,a 1996 1995

I1:arnings from continuing operations S 66.2 5 125A
|

1 arnings from disc onlinued operations 34.2 7.0
|

j Net earnino 5 100.4 5 til4 |
.

Net caminjas per c ommon share:
|

|
1

t

j Larnings imm continuing opt rations 5 1.20 5 2 41
I Net camings for the year 5 1 .11 2 ! 5 2.33

lhonismnl Ornathun lhe Stanicigh raine, the Company's last operating mine

at I'lhot Lake, < loses! on June 50.1996 after producing 1.1 million pounds of

uranium in the year. In 1993. Rio Algom% 1:lliot Lake operations comisting of

the Stanicigh, Quule and Panel, Pronto, Lac nor, Nordic, !!u(Lles. Spanish
American and Milhken underground uranium mines, were reclawified as
descontinued operations.

. L ufy,1| van
rm m.nu i no o n
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Under the Stanleigh contract, Ontano flydro made interest-free advances of

the funds required to bring the Stanleigh Project into production and
the funds necessary for its working and sustaining capital requirements. The

funds advanced werr to be repaid to Ontario flydro over the delivery period,

as defined in that agreement, in amounts approximately equal to the
amortization allowance included in the base price of uranium delivered. As a

result of Ontano !!ydro's decision to terminate the contract and following

condusion of various contractual matters all outstanding advances were
forgiven. Such forgiveness and the wntewfl of the Stanleigh assets, haung an

equivalent book value, have been reficoed in the accounts for the fourth
quarter of 1996. Deferred ta;c provisions in the amount of 570.5 million relating I

to the discontinued operations, beirig no longer required, have been reversed

and are induded in income fmm discontinued operations.

He Company regularly nxiews its estimate of reclamation costs in light of

various facors. including current and pmposed regulatory requirements. Rio

Algom has reviewed the adequacy of its reclamation provisions relating to its

discontinued mining operations at Elliot Lake and elsewhere, and has
increased its environmental provisions by 560 million (540 million net of tax)

to provide for rtilamation, treatment and monitoring which will continue well

into the next century.

These matters are reflected in discontinued operations in the Company's
Statement of Eamings.

ps3q rg; gp ag , , i. i n a i i s e, gi eiiy

"
:

st|Niw ol's it t110%

iminunn of dollani 1996 1995

P ~

g y ; ,g ,

- - Copper 5 291.4 5 525.9

in Im rer,p odoeado rewhurd ul maluvi rmmsh Other Mining 6M M
of anua wppa

S 555.5 5 585.5

t H'l R Al l N t l'Kt il 11

Copper S 86.8 5 148.5

Other Mining 5.2 8.1

5 92.0 5 156.6

9

t NW L //
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1996 IW3

uh.unads nJ;amJO

( a sel'8 R I

Cerro Colorado 1 3 0,7116 80.342

- liighland Valk y Copper 110,139 116.798

240,925 197.140

Combined Average Cash Cost (USS per pound) 0.61 1 0.64

AU )l) I'lli N t ' Al

Ilighland Valley Copper van 1.158

L'ua nit >A1

filiot IAke 1,033 1,825

Rio Algom Mining Corp. 183 154

1,238 1.939

ulwuumds of Fnmed

All I Al.t.L'IdilCAl ( (IAl
Ilullmoose 544 558

i

( Ol*l'1 It AND AlOIA IlDI.Nt'\1
r

Prites and Alarkets

fiytpa Western World refined copper consumption increased 3.0% to 10.5

million tonnes in 1996 from 10.2 million tonnes in 1993 The U.S. and Asia.

excluding Japan. enjoyed strong copper markets in 1996 with consumption

increases estimated at 6% and 8% respectively over 1993. The economics of

Western Europe remained weak and as a result. European consumption rose

by less than 1% from 1993. The Japanese cronomy showed promise of a

rnovery at the beginning of the year but slowed as the year progressed, and

mnsequently, Japanese mpper consumption remained close to 1993 levels.

Total refined copper production grew by more than 6% in 1996 to over 9.9

million tonnes as the output of copper in concentrates and electrowon cathode
;

from lcaching operatinns increased. The majority of the increase in copper '

concentrates came from both Chilean and Indonesian mines while the increase

in ekstrowon cathode came principally from new Chilean mines.

For the first five months of 1996, copper pricts averaged U551.18 per pound. In

|
June, copper prices fell praipitously on the news of significant write-ofh taken

j by Sumitomo Corporation as a roult of unauthorized copper trading. For the

| remaining snrn months of 1996, mpper prices averaged US$0.94 per pound.

The IA1E average spot price for grade A copper was USSI.04 per pound in

1996, a 22% decrease from the 1993 mrrage of US$1.53 per pound. The IA1E

price for grade A mpper on December 31,1996 was U551.01 per pound.

The adverse efhtt of lower copper pri(rs was mitigated somewhat by Rio Algom's

3,ange, %
Fitt \ l f.t t \1 f t %Illi le
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hedg.ng prugrant which was implemental in September IW1 Put options for

the first half of 1996 were purthased at a strike price of U551.10 per pound, and

for the snund half of the year at US$1.00 per pound. u> sting on average LWoli,

per pound. More than 80% of the Company's 1996 cupper settlements were

covern! by these put options, resulting in gross pninuh to the Company of
U559.4 milbonflhe Company's 1997 copper settlements remain unhalged.

1101 li,lmmn in 1996 molybdenum priws dnlined from U554.30 per pound in3

January to reach a low of USS3.16 per pound in May. Later in the year, as

demand for molybdenum rose, the priu increased to a high of US54.72 per

pound in O(1ober before dc< lining near the end of the year to U554.30 per

pound. Molybdenum prices averaged U553.79 per pound in IW6 (umpared to

the unusually high US58.04 per pound in 1993 due to above average levels of

stainkss steel production early in that year.

Cenu Color.ulo

Cerro Colorado is a wholly-owned, open pit n>pper mine located near lquique,

Chile. Finished cathode copper is produced using heap leaching follown! by
sohrnt extraction and electrowinning (SX-EW).

'

In 1996 copper produ(1 ion inurasnl 63% to 130.8 million pounds from 80.3

} million pounds in 1093, due mainly to the 1993 expansion of production,

capacity. Average annual < upper rnoveries aho improved to 683% in 1996..

1
from 60.1% in 1993 due to:, , ,

8
lower fmes ontent in the ore delivend to the leach pads:

' A,
e

,.

* in(reased use of sulphuric acid and longer lea (hing time;
- '

'

+ implementation of a leac h solution recirculation systerit and
w rrrrie r4,s. l.. liev,sr ni nsintilarrr26 eesilla , . imp >vn] heatism and aeration of the leach pds
knsters ef orr norul n'tesfr itt Ifis.

Rio Algom announntl in December 1996 that it is pronuling with a further

expansion of Cerro Colorado. Annual production capacity will be increased

67% to 220 million pounds of refined copper from the existing level of 132

million pounds. The expansion, which commenced in January 1997, is

estimated to cost U55198 mihion. culuding escalation, working capital and

Mt financing c osts, and is plannni lo be completed by mid-1998.

Under the terms of sales contrads expiring Darmber 31,2mt Cerro Colorado
*=*

is committed to deliver a total of 106 million pounds of cathode copper
M

annually to Mitsubishi Corporation and Norddeutsche Affinerie A.G Remaining
y production is sold under short-term contracts to various international

purchasers Prices under all (ontracts are basal on average IME spot prices inhus.t..ee),uila, . .o r.m na,,rml.,
'

or around the month of delivery.

lAtamated proven and probable resents at Cerro Colorado at the end of 1996

were 221.9 mil' ion tonnes with an average grade of 1.0% copper. Opening
resents of 1877/ million tonnes wert ndutrd by the t ' s ti!! ion tonnes mined

Ay
w,m..,u. i m i,
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j and increasnl by 39.9 million tonnes of additional reserves discoverni during
{

the year thn> ugh exploration drilling. Ilasnl on these resents, the ' current3

4

j mine plan and design rnoveries, the expnin! life of the expanded mine is
| appnnimately 20 years.

1

j ( t saa > < s a < ikana i Pia et at t 'I a n PRi o la i 1996 1993
<

e,fH|IhNid

| loi d tonnes mined 26.2 24.6
'

Tonnes waste minn! 20.5 18.9 -
i dj 'lonnes ore minal 5.7 5.7 -
4

Cathode unpper production (lbs.) li(Mt (K).3
'

*|
%.

4perernti

} Average ore grade mined (mpper) 1.46 1.31 | D
'

. thtrlwd vinr u(lligleinnd tdiryb M 4 nn pas
t truslwrin Ilse tuller pir
; liighland \'.dley Copper
i
j ' Rio Algom owns a 33B4a partnership interest in liighland Wiley Copper, a

large scale open pit wpper/ molybdenum mine located in south <entral British \, 2y
''

Columbia. Management of the operation is shared equally with Cominco Ltd. s
,,

Copper pniduction was 5.7% lower in 1906 than in 1993 due to marser ore. g
j Operating costs werr adversely affated by a fau'i system in the Wiley pit and q g

!; relocation of the in-pit primary crushers. ; .

'

; q3 - ; -2; , '. ' ~ ]
. _ _

,3 ,

liighland Wiley Copper has four long-term mpper concentrate contracts u,,,r ,,,ni,un,..r o,n si,,nn perjonoing . g.,a

h representing, in the aggnyate, appnnimately 7(no of sales. A group of Japanese a'# "' *l'd"9' a' Hal 'i'"d lath rurrai l

j! smelters holds two of these mntracts, with commitments to purchase
j" apprmimately 5(en of production. Prices are based on IA1E prius, generally

three months aher delivery,
,

1

At currently planned operating levels, the mine is expected to remain in

j production until the year 200R liighland Wiley Copper's 1996 year end
; estimate of proven and probable reserves was 496 million tonnes at an average

grade of 0419"o copper and 01Xeo molybdenum, compared to the 1993 year

end estimate of 504 million tonnes at cn average grade of 042200 mpper and

j' ofwo molybdenum. The resen es were redum! by 43 million tonnes for 1994
''

production and nere increasul by 33 million tonnes due to changes in cuHifT

i' grade and mine design.
:

$

0

!. |
-

!4

!

l

|
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lil(,t il ANi> ul i n s l'H( > lit f ilt N l'R( >l ls i 1996 1993'

|
1

inullwns|

[Total tonnes mined 90A 93.1

j Tonnes waste mined 47Ji 49.6

lonnes ore milled 42.6 43 5

] Rio Algom's share of contained copper

produdion (lbs.) 110.1 116E

Qirrurni)

i Average ore grade milkd (copper) 0596 0394

| Copper remwry 91.2 91.0

! Mill availabihty 913 91 4 |

l
1

It' R A NI L31

i Prit es .md .\tarkets
r

m'{P
4

!_ f(14{ Western World consumption of uranium rose in 1996. Consumption ex(ecded,l ;
1

iproduction, resulting in drawdowns of utility inventory k vels.'
; "] f

'

Ib.j

| ' -{% | The average uranium spot market price in 1996, as quoted by the Uranium f
Exchange, was USSis.40 per pound as mmpared to USSil.47 per pound in

'
I ' "- >-.

*5- Yagg 1993. At December 31,1996, the uranium spot market pria was USS14.70 per

pound compared to U5512.25 per pound at December 31,1993. |ne new smith R,nai uwnimo in su inalung
|

,

Jacildy will for in paluawn in I997.
IExports of uranium from Russia into the United States arr subjed to restrictions
i

until the irar 2004. These restrictions mjuire saks of Russian uranium into the );

US. to be matdut! with an equivalent amount of newly produced US. material.

; in addition. sales of Russian highly enridxtl uranium into the US. in exass of

| annual quotas must also be matdust by new US. production. Under matduti

sales. US. material is generally sold at prices higher than the spot price. The

$ wrrespondmg Ruwian uranium is sold at prices k>wer than spot price, with the

; tvsulting combined price to the customer at, or close to, the spot price.

I

I.lliot take"

Rio Algom's wholly-<ntned Stanleigh underground mine at 11 hot take in northern

Ontario produatl uranium under contrad with Ontario llydm on a mst plus basis.

{
As a result of Ontario liydro's d<tision to terminate purchases of uranium under

' thn mntract the Stanteigh mine nased o[rrations efftstive June 30,1996. A* thisi

| was the Company's last operating mine in this region, the Elhot liike operations,

3 mnsisting of the Stanleigh, Quirke and Panel and six other unetground uranium

mines, were rnlassifks! in 1993 as diswntinual o[rrations.*

During the year, the mine produced 1.1 million pounds of uranium for Ontario
'

j !!ydro in auordana with mntract requirements. The operating profit for 1996 i

was comparable to 1993 af ter adjusting for the knver pounds pmduced.i

i
s //* s' ff
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Rio Algum Mining Corp. (RAMO is a wholly-owned U.S. subsidiary with an

in situ uranium leaching mine and processing plant under construction in
Wyoming, uranium properties in New Mexico, and uranium reclamation

projects in New Mexico and Utah. RAMC produced 183,000 pounds of
uranium in 1996 from mine water recovery activities in New Mexico,
compared to 154,000 pounds in 1991

Development of Smith Ranch, the Wyoming in 5ita uranium leaching pmject,

mmmenced in May 1996 and is proceeding ahead of s6edule at an estimated

cost of US$44 million. Operations are expected to begin in the semnd quarter

of 1997, and the mine facility is projected to reach a production rate of two

million pounds of uranium annually by 1998. I

RAMC has soles conms signed and pending for future deliveries of
production totali:.g 6.6 million pounds to the year 2005, representing
approximately 70% of Smith Ranch's first five years of production.
Approximately 60% of these are matdied sale contrans. requiring an equivalent

quantity of Russian origin uranium.
3

. . -

RAMC's properties had over 60 million pounds of uranium reserves and ,
,

resources at December 31,1996, unchanged from 1993. In addition. Ge

Company committed in early 1997 to expend up to U554.1 millic n for j
,

)exploratiori to confirm resources of IL2 million pounds <>f uranium ori the ' -'

Reynolds Ranch property, adjacent to Smith Ranch. rmnnmr ao erudawnal munng meninA in uru
lu.n.ny an smah Ran.h swill resuh in knrer uspaat

and operntmp ush and unrunn:cd enritannwonal

( 0 \1- impen |
|

|llulln m ose

Rio Algum holds a 29.1% interest in the Bullmoose Coal joint venture, an open

pit metallurgical coal mining operation located in northeastern British
Colurnbia. The project is operated by Teck Corp which holds a 609% interest. j

Ee remaining 10% is held by Nissho hvai Canada 1.imited.
'

While 14ullmoose's revenue for 1996 increased slightly from 1995. operating

profit declined by 18% as a result of higher per tonne operating costs. j
Production for 1996 tvmained mnstant with IW3; however, msts mcreased by

15% in 1996 due to higher pit maintenance and operatin ; msts.

De majonty of Bullmoose coal production is wld in fixed annual mantities
under long-term contracts to nine lapanese steel-makinr; firms. Pnces are

adjusted quarterly based on inflation, as measurvd by ve,rious Canadian mst

and price indiws. The contracts provide both buyer e.id seller optional pnce

reviews at specific intervals. The most rectnt pic review occurred in early

1991 The next pricing review date is April 1997 These mntracts requirv mal
deliveries of 1.7 million tonnes annually from March 1995 to March 1999.

l

S/Mt/ SN'r
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! 1)ist uwinns are uiuler nay (onn rning possible renewal of the contracts beyond ,

i 1
j 19W. l'ricos nirrently paid under the contr.uis are significantly higher than i

I
j world market (ual prites. In addition, llullmoose Coal trnenni a tontract in
| IWi with Quintette Coal to produce and deliver 4txi.tuxi tonnes of metallurgical
i

{ (7 al por year to Atarth "st,!W7, with the potential for a oiu year renewal.
i
i
' llullmoose Coal's remaining rescrm are consideral more than sufficient to

fulfill ihe existing nmtr.utual obligations.

/1 NF.
.

Polaris

The Polaris underground zint/ lead mine is locaini on 1ittle Cornwallis Island

in the Canadian A ttic.1hc Company owns a 2% royalty interest in the
annual nei pnun ds of pnuluttion from this mine.

I After amorti/ation of its investment, Rio Algom carnal $2.. million from this

| n>yalty in IW6 comparnt to 51.'i million in IW1 The inurase was mainly due

to higher ! cad prices. Total n>yalty income to the Company to the end of IW6

nas $24 7 million.

liased on current trserve estimates, production at Polans is expc(ted to rease at,

the end of the first cluarter of 2001.

!

!
!
!

- s I Al'1ORMION ANil !!! % i1Ol'\ll NI
=

d s , "|"""'.
flajo sic la Aluminrra'

- '

| U.Q Rio Algom has a 2% indirect interest in Alincra Alumbrera 1.imited, the.

i gN \ operator of a large copper / gold porphyry dejuisit locatal in northwestern

', Argentina. Construction of the projnt began in IW3 and was more than three-

| r}uarters compk te by the end of IW6.
j Gmuinawn of ihr .Wninrra im. irs f imoh rd a br

lo 6.m0 propir ai su ptd ygp .g ,. , h being developed under an agreement with Yarimientos

|
Alinnos Agua de Dionisio (YAtADt the owaver of the pmp riy YAtAD is entitled

4f: to a 2(Pu nel profits interest, aller (ost nt overy.y,, % %'

! The open pit is estimated to (Ontain mincable reserves and resour(es oi

_

700 million tonnes with an average gr.ule of 0.5449 ropp(* and 046 grams her
'

_7 y tonne of gold. 'lhe (ontentrator will have a rapatily of 80,000 tonnesE.

I ;;,;2J.FiE5m per day and is plannni to be expanded to 120.tx10 tonnes per day af ter the'

Iirst four years. C(arrent reserves are expe(ted to support a mine life ofG '~.
(

approximately 20 years.
{ A orn of u c .wnr.,rt, wn:p
4

|
An update to the Alumbrera rapital(ost estimaic was (umpleted in IW6 and,

j including overall project enhantements amounting to U5542 million, the total

projett rapital cost before financing u>sts was recisal from U557W million to

4
a
j .Ewftf Sore
i m . u ... . u i no i s i.
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l'55903 millnin. A resulting benclit of the enham ements is .m early 1.6tget date

for somemwoning of the contentrator. Il n sum esjux-tal that startup will W ,4*4 - ry,'ir
os c ur in the thini ajuarter of |W7. At Dnember il,1996, out of the total 2y
<urrent projn1 cost of l'55VOT nullion, .uiual expendslun s and c omnulments N
amounini to l'%771 milhon. a

Pniini debt finanting negotiations with a tunsortium of international lenders

acre completed in rarly IW7 and are espnint to result in the first debt
drawdown in Manh IW7. A ma.simum of appnisimatcly U556? million of

,

senior debt will be providal and Rio Algom has provided a several guarantee y v

mgfor 2i% of that amount, being appnnimately U55168 million. The guarantec
will terminate upon satisfac tion of completion tests and c on'ains culosions

for (criain pohtic al rnts l'inaming of construction in IW6 was primarily
ac hieved by means of sharehohler loans, lo be repaid from the firsi
dr.m dou n from the projn t financ ing. At Dn cmber il,1996, heans ,_

outstanding in>m Rio Algom to the pnipxt ucre U55n2 million (Cdn.5112.2 '

million) whic h ucre imluded in rn civables and prepaid expenses. In f"[,",','# ',')'[",7,"['" "#""' "'"'"
,,

addition, the Company guarantnsi lian of thini party short-term loans of
which U55100 milhon nas outstanihng at Du ember il, IW6.

'lhe Company's crjuity investment in Minera Alumbn ra LinuictL as shown in

the IW6 consolidated financial statements, increasnl lo $269.9 milhon from
$2h8 mi!' ion.

Concent ote saks commitments have turn made for appnnimatcly 9mn of
annual pneduction Sak s cont acts are with 15 pun hascrs, which are hw atal in
Lurope and Asia as ucli as North and South America.

Antamina

in IW6, Rio Algum and Inmet Mining Corporation uvre announcnl as the

sucussful bidders for the Antamina inpperhin< dejmit in l'ero which was

auctioned by CLl'Rl-Centromin K entromin), an agency of the Peruvian
Gm ernment.-

The suurssial WiO joint bid nsluirni a cash payment of U5520 milhon and

further expenditures of at leasi U5511.5 milhun by September IWH. at ubich - .O ik <ps r
time Rio Algum and Inmet may cht1 to return the property to Centromin or to %'v~

~

, ~.

pnnitvl uith development. In connn1 ion with the bid, Rio Algom and inmel - D
have made an investment c ommitment of U552.1 billion by September 2001. in *: rs Cf5D b,y
the event that they elect to prmced wilh development. Il the actual '*

investment. n hit h is currently estimaini to be at least U5sl balbmt is less than -
f,-

the m.vestment <ommitment. HN of the shortfall nouhl be payable to Ispa :sunnunna n Ispun un,< ,1,,,n,uina Io,
,, jon,,a,,,,,, ,,s, ,,, ,,,,,7

.

Centromin in lieu of further expenilithfes.

A drilling pn, gram commencn! on the property in August IW6. fly the end of

Dnember 1996, approximaicly 21000 metres had already been drillnl as part

.L y .Lf
r,. icie u i t u i s i e.

A
i

, ,
__ - - - - - -



, ___ _

i
!

.
4 I

I;

.

i

i
i !

! '

.

:
i

I
j

of an ongoing program to fully determine the extent of mineralization and the

: feasibility of this project. The Company's share of the drilhng program costs to ;

j Dnember 31,1996 was US$3.9 million. !

4 l

.

Itased on earlier studies, proven and pmbable reserves were estimated in IN2 fI

| by Centrumin at 128.6 million tonnes grading 1 A1% ropper,1.33% zinc,17.7 )
grams per tonne sih cr and 004% molybdenum. j

i .

A On l'ebmary 26,1997, Rio Algom and inmet jointly announati a new resourir !

; estimate for Antamina within a pit of 400 million tonnes grading 1.2% copper.
f

.
1.1% rinc, OD3% molybdenum and 13 grams per tonne silver. The deposit

i
remains open in a number of areas and drilling nintinues.:

'
l

\

| Spcose Dcg m it

A In January 1997. the Company announmi the disa,very of the Spence cupper
'

'

deposit in northern Chile about 140 kilometres northeast of Antofagasta. A

ritrntly concluded drilling program, including more than 24.000 metres of ;

diamond drilhng, has outlined an inferred resourm estimated at apprmimatdv

330 million tonnes averaging 1% cupper with minor silver and molybdenum

values. The deposit appears amenable to open pit mining and conventional

metallurgical treatment.

A program of drilling spaced at 100-metre intervals and preliminary ,

metallurgical testing commenced in January 1997 to establish proven and j

probable reserves in preparation for a feasibility study, which is currently ;

expected to begin in the secund half of 1997. |
,

sti I tis Disinlitt"flos Ol'I R tif uss
!
i

omtimm opollaro 1996 1995
i

,.

,7f RI s i NL i ;

North American Aktals' Distribution Group (1) $ 1,4 711.2 5 1,3475 |

Atlas Steels Limited (2) - 249.3
. .. 4 y.rs
L R1 1 d*2: $ 1 A7:1.2 5 1596R
12rri,annmi ruumnre nr rur n .%u1DG i uandard a n1 au s i M , e to a i i l .

"*"" North American Metals Distribution Group (1) S 77.8 5 70.8

Atlas Steels Limited (2) - 22.4 , |
-- ,

S 7 7.11 5 932 | j

m 199.1 amqwronm nwinuir results of birfad C unbJnnn Apra 1. I901 enmed |
'

W Anunmts daulmedyn Alle Meets limnus a premsly mmed to'Me udmdwry, art Ilw rnhty s knal rewnar and

alcarmp pnilil to &We .11, l#9% nhin Rm Aimwn wLf su mirrrst
<

|
INorth .\merie.m Alet.ils Distritsution Gruup
I

In 1096. the North American Metals Distribution Group (NAMDG) continued to

contribute significant levels of profit to Rio Algom notwithstanding

S y,Brf
. . . . u...s. . m n i,
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(ompetitwe pnssurrs experienuti in its marketplans. Despite price prtssures,

average daily sales volumes remained relatively constant.

Atost major contracts with large customers were sucussfully trnewed in 1996.

Atartet share was retainni and, for some product lines, increased. !!owever.

| over-<apatity in stainless steel pnuludion and a diange in pridng structurr for

aluminum ks] to a steady dedine in sclhng prites and margins. Favourable

intettst rates and healthy exports fuelksi a strengthening Canadian nunomy
! whkh, together with capital programs in the resources sedor, helped Atlas
,

! Alloys increase vn:umes mer 1991 levels.
'

N-

7'; In Alarch 1995, Rio Algom purchased the Aletal C.oods division of Alcan
_ ,

Aluminium and merged it with Vin (ent Aletals. To increase effaiency and

; produdivity, Vin (rnt Aletal Goods continued consolidating brandus in 1996. _~
j ~

S

| As part of the Company' strategy to concentrate on the North American '

! metals distribution market Rio Algom soki its internt in Atlas Steels Limitnl. 1=moml.mdemhrima tman Arasc=b
| nnusmumndo un*r enn,r.
. its 60% Australian subsidiary, in late 1993, producing an after tax gain on
!

j disposition of 515 milhon.

The U.S. metals distribution operations value inventory on a last-in-first-out

(Lif0) basis. Falling inventory costs in 1996 resulted in 1.lFO inventory
adjustments and a corresponding increne in operating profit of $24 million
compartsi to a 1993 deucase of 519 million.

Capital expenditures of 58.4 million in 1996 continued at a relatively
high level as the move into the new corporate headquarters in

,

Alinneapolis was completed. At the same time work continued on the

consolidation of computer systems, which is expected to be completed in

the first quarter of 1997. Focus then will shift to improvmg physical facilities
. NAMnG RLVI NL't MIXin two larger distribution outlets, as ucl! as adding to polish.mg and

i

; leveling capabihties. 1996
I

4

I

| Prit n and .\ tar Lets
i i

'

si. tin tru bicel (j'{"|
4
: Stainless steel remains the most important product line for NAA1DG.

'
NwLet
*/~~ * '

s
! accounting for anproximately 43% of sales in 1996. Additional production
j rapacity in North America, together with increased imports, led to a '"#

gg 4.,

{ continuation of the price dedine which began in the latter part of 1993 Alonunum D

negatively impacting revenues and gross margins. Selling prices were also [
"

t negatively affeded by lower nickel and molybdenum prius, both of w hn h are oiser t w.
I

Lev commodities in the manufadure of stainless steel.i
' % avainurc-s Mimhmi m inudumn

}
1
8

I

by[hmw
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i Aluminum products constituted approximately 28% of NAMDG's sales in

] 1996. Alnminum shipments in North America remained constant with 19%

; levels, but prices declined as 1.ME-based pri<ing intame more standanlized

in the industry.'

!
<

Cmlnon Stal<

Carbon sicci produch auounted for appnnimately Inn of NAMDG's IW6,

sales. Prices for the pnnlurt remained stable in lY96 as automotive and
,

appliance manufacturers, both in Canada and the U.S., worked to satisfy high

: levch of det :and.

-

'

iwiscoutiXI st. si trii its

Rio Algum's facilitics and operations are subint to extensive general and,

mdustry-spaific health and safety regu|alions in Canada, the United Statn,t

{ - 9 Chile and ciscu hcrc. Suc h regulations include those relating to mine
'

|
~

.

reclamation and the handling and dnposal of solid and hazanlous materials,y,
4

h - including uranium tailings. Rio Algum, like many of its competitors, has
EWt incurred and will continue to incur, capital and operating expenditures and

ollu r una in cumplying with n h laws and n gulations at all locations where| slau,,om er uwo,.ura miamva ra. l. :
n la,,,a r n conn it operates. 'the Company behews that it is in substantial tumpliance with alle o

2 such material k gal rnjuirements.

i Rio Algom implements environme:et pnigrams to monitor compliance with

licences permits and regulatory rn;uirements as well as with the Companys4

t

j environmental and heahh and safety pn>tation policies.1he environmental
: programs address matters such as reclamation plans, incident nsponse, health
I

and s.dcty training water disc hargn and air emissions. Management rrports to

,
the Environmental, licalth and Safety Committee of the Company's lloani of

! Dirntors on compliance with applicable policies, permits. licenn s, regulatory
'1

nxjuirements and rnlamation plans.
1

| Rio Algom believes that it is making adnjuate finan(ial provision
| for in share of the plannni <kisure and rn tamation costs at turn ntly operating
.

.
fa(ihties. Ihh operating mine has a plan, nyicani annually, u hich estimates the

! cost of neussary measurn to rehabilitate the site and prutn1 the environme-

| and public health and safety at the end of the mine's life.1hc cost of these plans

is a hargal against annual carnings over the hfe of the operation.
,

4

; The Company spent apprusimately $1'iv million for site restoration and related

i obligations with nsini to its ck> sed mine and mill facihtin in 1996 hompared to

i 5111.2 million in 199R and expat to spend approximately 511.0 milhon in 1997.

f in April 1996, the Quebec Ministry of Natural Resounes requested that Rio

Algum submit a restoration plan for the Poirier mine site which was operated

;

S//Ytf ijb/
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in the 19ars and '7trs and sold by Rio Algom in the mid-19ti(ts. It is expnial
that a final plan will be submittal for government aucptantc in 1997.

In 1996, due to the inleral government's decision to n quire relicensing of
pnviously closal wanium mines and in consitieration of potential costs in

respert of other dismntinuni mining operations, the Company detenninal it
prudent to rnuni additional nxlamation pnwisions of Sal million (540 million
net of taxi

( A s ti ii<>ny

Cash and short term investments net of cornnt bank loans and oventralls
decreased lo 5215 4 million at Dnember 31, IW6 from 5114.4 million at

Dnember 31,1993. Cash flow mmponents are detailnl in the Conmlidatal
Statement of Changes in I~inancial Position.

( o vi NUI w of'linito u

C.nh from Ogwrating A<tisities

57.3D million in !996 (5IM4 milluns in 199.D

in 1996 Rio Algomi continuing operations generatal rash of 571.0 million (IW3

- Slin4 milliont which includal an increase in non-(ash nurking capital and
other of 5%.4 million mmpantl to 54R million in IWilhe IW6 inurase nlkxts

higher tax payments on IWi inmme and additional working rapital at Cerro
Colorado due to expandal pn ulunion

Net C.nh hum lin,. . sing A<tisitics.

519D milhon in I996 (5 I71D million in I99M --

During 1996 financing attivitics includal repayment of the Cerrn Colorado '~

(k bt amounting to Si4R milhon as mmpared to 5911 million in IW3. I

e
During lou 4 soones of cash included 593.7 million rneived through the '

iw ante of u, umon shares of a hi< h Stati million rnultal f rom the exen isc of

.varrants issun. in IW4.

Enrn n ni (rrm MernJei arr npn rol see qq=en
in 1993 financing arlivitics generated 5171.0 million, primarily from the emumvoymtom /w shr nru M nenf
proceeds of 52(09 million Inun the l'55130 million dchenture issue.

Cash L'$nt in Investing Activities

S1911 milluns in 1996 LQM.9 million in IWil

During 1996, investing activitics includn! advanics to Alincia Alumbrera
Limited of 51122 million.

There u cre no major acquisitions for cash in 1996. In IW3, two acquisitions -

.IZrfy.linc
^

_

w9_Oy . - _ _ _ _ _ . _ _ _ _ . _ _
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the 5130.1 million punhase of Metal Goods and the 52563 millam punhase of j
;

a 2W interest in Alumbrrra - amountal to 5406.9 million.

In IWi, Rio Algom sold its sharts in Atlas SinIs Limited for 577B million in f

>

ush pnxeeds.
t

Capital expenditures net of disposah werc $77.1 million in 1W6 (IWi - 5107.7 :

million).

Intu O NisNL's13 Ol'I (liin u

INi t Casla Generaleil

$23 milluus ($IDA unillion in 19931 ,

Cash from the Stanicigh mine dn linesi in IW6 due to its closurt on June io, IW6.

I f cJ t' I D I I i AND ( APIIAl R 1 % :l l' M a l' A

Cash and short term invntments net of current bank loans and oventrafts at
Dnember it,1996 nere 5215-3 million compared to Sil4A million at
December 31, IWi.

The shareholder advanu s of $1122 million made in Minera Alumbrera 1.imited

during the year arc espectnl to be n paid from pmjn1 financ ing in IW7.

The Company has aucpted an offer of financing from a major Csnadian
c harterni bank to fully underwrite a live-year revolving credit facilitt of

i
- - U555m million, or the Canadian njuivalent. Two other North American banks

have agnsd to partiopate by underwnting porisons of the credit facihty. Theg,3 g.
A a nxht f.uility nill be extendible annually for one further year at the discretion*-

of the icnders. litahlishment of the crnlit facihty will be subject to the usual

.}
tonditions, in<luding the negotiation of final loan documentation. The crnht

facihty will be unsecurn) and contains debt to total capitaluation, minimum
tangible net north and negative plnige sovrnants which are not expecial to-.- ,

6.na,na.. . r lu ,uu.ut.,m ment.p, ongs. m materially allc<t the Company's operations Under <criain cinumstanu s the
'

c redit f.uihty nill rn|uire approval of th, lenders to any material asset
dr. positions by the Company. Pricing of '..ie crecht facihty will depend upon
the cnstit rating of the Company's senior unsecured debt.

e

This facibly nill n pluc the Compann existing 5123 rm!! ion hnes of a rnht.
,

in January 1W7,100 Algom arrangeil a Sim milhon underwritten financing

comprising 53134 milhon coinrrtible redermable sulordmatal debentures
ithe Debentures) and 51&7 milhon of summon shans

lhe Dchenturn, which have been soki on an instalment basis, have a term of

ten years and bear an interest rate of 5.W per annum, lach Debenture will bc
+

4 Y$|
con us i.u s o ui s e o
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mmertible into cummon shares at the option of the hohler at any time ofter !

payment of the final instalment and prior to maturity at a cunven, ion prke of j

540 per mmmon share. ,

I
'ihe Gnancing, whit h closal on Irbmary 4, IW7, resulted in $30tt million to the i

Company, representing nel proceeds on the sale of shares and the first
[

instalment on the Debentures. The snund and final instalment h due on or '

before icbruary 4, IWit and will resuh in additional cash of $176.7 million. !

In IW3, Rio Algom sold unscrunst debentures in the United States in an

aggregate principal amount of U55150 mi!! ion, duc November 1,2003 and ,

bearing interest at 7.05% per annum. Net proceeds of the ollering were i

U$514tl.6 million.

1hc senior unsmmtl debt of Rio Algom is currently rated llaa2 by Moody's i

Investors 5ctrice and 111111 by Standant a l'oors. An imrstment grade rating of m 'u es wn y >

5 Hd"llaa3 has turn assigned by Moody's Investors Service to the Debentures issued

as part of the January IW7 linancing. On January 17. lW7. Standant u Poors 12m -
;

announced that it has plartti the senior unutuntt tiebt of tbc Comp.my and
the corporate credit ratings of Rio Algom on CreditWatt h with negative 2 -

1

implications. Management of Rio Algom will meet with Standani 6 Poors to

fully review the strength of the Company's financial position operations and 82 -

strategies for future gnnyth. Iollowing sut;h meeting. Standant a l'oor's is
Lexpnin! to issue an affirmalion or a downgrade of its current ratings. W.

The Company experts to incur signilirant (apital npenditures over the next a t_ ;

ihr years.1.xpendituns on projects currently approved and sustaining rapital

rnluirements mer the next thnt years are expnied to eu en! 5300 million. i73 g
!

New potential projects rurerntly under erview by the Company, including h
Antamina, the Spente deposit and the Crandon deposit. rould increase rapital i
expenditures by as much as 52.0 billion over the next live years. m m im im W

88 Dold
Schedukd debt repayments are 511U1 million in IW7. 52415 milhon in IWil, p y,y
523.0 milhon in IW9,526.0 million in 2000, and $2ft1 million in 2001.

Fundmg of the above mmmitments and pmgrams is expatnl to mme from
existing cash balantes, operating rash flows, additional debt and other {
financing sounn as appropriate. '

| Rio Algom's mrrent ratio at Detrmber 31, IW6 impmvn! shghtly to 2A1 from
,

j 2.4:1 at December 31, IW3. *

i

; 1he Company's penentage of debt ti the total of debt plus equity at Dnember
it, IW6 decreased to 26% Imm 51% at Daember 31, IW3 due to Cerro Colorado !

debt repayments during the year and tive issuance of new shares. Debt usal in ;

thh calculation for 1993 exduded non-rnuurse advan:rs from Ontario flydro.

| The Cerm Colorado debt will baume substantially non-rnuurse to Rio Algom if
1

>

| *
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the projn1 pawes certain cumpletion tests by April 30. lW8.

At Ikumher 31,1994 the Lulame in Rio Algum's tumulative translation .xtuunt j

was 531.3 milliort an inurase fmm 530.li million imm Dnember 31,19%. |
1

i

|
1

Kl%KS AND U N C I' R 'I A I N i l l. S

i
lhe following table discloses the estimatal sensitivity of Rio Algum's 1994 net '

carnings and camings per share to changes in < upper prias metals margins

and the Cdn / l'S dollar cubange rate. ]

Chanstr N1 Lormnps Lerniny /
Ulmud neragr| kmilums of $6 Cummon bharc

Copper Prin- l'550.01/lb. 51.9 50 03

Metals Margin l '*n 5tt9 50.16
t

l'uhange Rate 1550.01 51.0 50.02 |.

fopper I;ish The most significant factor mfluencing the profitability of Rio
Algom's mining operations is the prict of nipper, as much of the Comp.mys

mining artwities arc concentratal in ropper. Conversely, in years of kmtr
camings frum mining operations, changes in metals distribution margins have

a higher proportionate imp.x1 on the Company's consolidatal net earnings.

During 1994 the Company cuntinued its nepper hniging program, purdiasing put

options for more than licou of expected settlements. This program
nas designed to mitigate the impad of prut sulatihty due to ex[xt1al increases in

nuridwide produdion. The Companfs IW7 mpper settlements remain unhalged.

Imironmental Rish Environmental regulatory review has become a long.

cumpl x pronss which ran delay the opening of a new mine or pmlong thee

dnommissioning adivities at dosed mines. Regulatory standards cuntinue to

change, increasiag environmental and dosure custs at operating and dor.ed i

mining operations. Rio Algom's high standard of commitment to
environmental protection and redamation partly protects against this risl

Neverthelen, while the Company makes rcasonable ongoing provisions in na

accounts for expected decommissioning costs, any modification in
environmental laws or regulations could materially affat such provisions at

operating or dosed mines. Changes in provisions are rnognized by the
Company when the required modific ations baume known.

!

Aridity levels and rosts awmiated with lime treatment at the dosal l'ast )
Kemptville tin mine have been higher than projnini and may result in a !
longer decummissioning period and higher future costs. Assumptions )
underlying these longer term treatment costs were fadorni into the additional

reclamation provision taken in 1996.

I
l

5 y ,%f
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j Rio Algum believes that it has made appropriate recommendations for
'

derummissioning the Quirke and Panel waste management areas in 1:lliot take |

and that it has made adequate financial pnnision for the associain! costs. In |
June IW6, the ifARO Panel repo1cd on its hco:ings, eswntially endorsing the

( Company's propmals for decummissioning.1he Panel % rnummendations ;

( trmain subjttt to confirmation by the federal Minister of the L:wironrnent. j
i' ;

- Additional msts may arise, depending on the outmme of the AIT!! tvliwnsing |

prown in <nnnedian with the other dosal mines in iliiot 1.ake. The gutential [
for ihne inorosed rehabilitation and treatment costs was ladond into the !

additional nriamatinn pnnision taken in IW6. !

, i

| f manual an.i Pahlioil Rhb Adverw political and nonomic developments can )
! affect the performanw of an invntment. Projn1 financing arrangements may )
|' mntain culusions for tertain political risks, including thow mvenxl by ]

political risk insurance taken out by the erlevant tummercial lunk syndic aic. '

i
-

,

| A weak Canadian dollar pnnidn a favourabic cubange effut for Rio Algom
-]

| . because selling prices for commoditin such as mpper are quoted in US I

|dollars. A significant proportion of the Company's operatioin are non
| mnducted in US dollars, and future thanges in the Canadian to US dollar
t
'

cubange rate muld materially afkst the Companys revenue, profitability and

unrealierd cumulathr exchange gains.

l Prica for the Companys pnulurts tend to increaw with the general kvel of

| inflation, subject to the supply and demand lones of the market. The

, Company operato in some muntrin with above-average inflation rain.
! Although inflation tends to increaw operating msts, (kthning cubange rates

for the currencies of such muntries generally offset the efint of inflation.

I nher Risb Profitability of the metals distribution businew improves in a strong
I

emnomy when demand for produd is high. increasing both sales wlumts

and unit pricts. Periods of nunomic reassion or downturn generally skircase

t profitability in these businesses. The Companys metals distribution business is

. highly dependent upon ihe level of adivity in the North American emnomy. !

| Western Nrkt uranium markets mntinue to faw unwrtainty as to the amount ]
.

I of uranium availabic for export from Russia and other muntries. RAMCi
'

maichal saln mntrods arc conditional upon performanw of agreements hir

delivery of equal quantitics of Russian-origin uranium.
|

llollmoose Coal depends on the 11C. Raihray and Canadian National Raihvay,
1

.1

,| whkh tramport production fium dw mine to the port for shipment. The rail

, lines require a wlume of traffic that llullmoose' Coal is unable to pnnide

| -individually at this time. The majority of the rail volume from the region
mmes from the Quintette mine, and the continued availabihty of mst-elledwe

'

,

i- transportation for llullmoow Coats product is, therciorr, dependent on the

Ly &r
n. u .. .u i , so n n

- . - , - - - , , . . , . , -_



!
9

I

|
|

tuntinued oju ration of Quintette. Contracts for llullmoose pnuitniion expire
in lYW unless renegotiated and extendttl

Delays in the permitting process for the Crandon project truld negatively
oth1 the etonomia of the proitti,

t a t ' s i < > t i es

i

With new mining projec ts and espansion of facilitics currently under j

tunstrtution. Western World refined topper pnulurtion is forecast to continue

iturcasing for the nest three years at an average rate of 5.5"o per year, with an

@"7
. .. . estimated total Western World production of it.5 million tonnes by the end of, ., i

the (c itury. Refincel(opper demand is lon cast to gnnt at a level of 3% per year I

,
until the end of the rentury. While trfined (opper markets were mostly in )

'
-

balante during l<r% a supply sur[h. is expectett in the near tenu whkh aook!
'

s
q.

place short-term downnard pres .ure on (opper prites.

Mmera Alumbrera Limited is expected to begin pnulurtion in the thini quarter ;
'

of 1997. The total estimated projett (apiial tost before interest during
l.anunio i rri, l'arsufrus of Oult, .1 tem 1.orhr.

'onstnuiion .nul other finanting msts n currentiv forcrast at l'%wn million. i

.

And wnhuotrauaa.ou n a,nmtr,sor.nupuun,
l'rruarui ,( crene rol wado. of she 6 unig oj ahr The proic(1 debt finanaing is exgutits! to result in an initial drawdinvn in March |9
roundu nar1,rrinuk A uiurusf IW7 and full repayment in IW7 of all shareholder advances made in 19%

.

I

The Antamina exploration program will mntinue in unter to determine the
extent of mineralization and the feasibility of this proitti Rio Algom's share of

program msts is expts1ed to be a minimum of 515 million in t<M

The Smith Ranch project is planned to begin pnuluttion in the snund quarter

of IW7. Pnqcrt msts are not experled to eu ced L'%+1 million. |
|
|

Constrtution will pnxeed on the expansion of Cerro Colorado from 132 million

pounds of cathode copper per year to 220 million pounds of rathode mpper per

year The expansion is expected to be completts! by mid-lW8

The general etonomic outlook for the Ui and Canadian etunomics is for shght

impnnrment in IW7 which may pnultne more favourable market mnditions in

the North Ameruan metals distribution industry.

, /rufy , draw
k le s bl e.q b M i IMi t i t)
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Managenwnt is nsponsible for preparation of the iunsolulatal financial statements and the infonnation tuntaisust thrinighout this |

n port.1he auompanying consohdatal finarnial statements how beni pn1mns] by management in anonlance with amounting

pneuiples generally aucptal in Canada and indude amounts that are twus! on infornusi judgements and lust istimates Other
,

finandal informatum appeanng thnsughout this report is mnsistent with that in the consobdated financial statements. ;
.

I
Rio Algum 1.imited maintains systems of internal nintrols owr the financial n porting pnuess. desigoni lo pnnide reasonable i

1

assuran< c that relevant and reliable finantial information is produmi

Tlw Itoani of Dins 1 ors, through an Audit Committec compousl of lour non-management dins ton. owrun management's

performance of us fina u ial n porting nsponsibihtiet The ikunl revmm and approws the knantial staicments.

1he Audit Commetw, appointed by the Ikuni of Dmrtors mcch periodnally with management, micrnal auditors and estnnal

auditors to disniss internal tontrols owr the finainial reporting pnurss, auchtmg matters and hn.nuial reportmg issues The i
i

Committee reviens the finan<ial statemonh arul nrommends them to the lhunl for approval.1hc Committw aim considers for

revins by the ikanl and approval by the shareholders the appointment of the external auchlors
1

Coopers u 1.ybrand. the Company % cxternal authtors. have omkini the consohdated finantial statements, in anonlante with

garrally acceptal auditing standants on behalf of the shareholders lhey haw lull and Inv au ess to the Audit Committer.

MW(Yn' h
'

Gonlon C. Gray Mic hael S. Parreti

Chairman and Chief 1 xn utiw Olh< cr Viu-Pnsident and Chief linant ial Olhi er ,

February n IW7
!

e U Di'I O RS' !! PORT '10 Tilli t. Ill ARi?llOI.DI:RS

We have authinl the conmbdatnl balante shech of Rio Al4um I,imited as at Dnember R IW6 and IWi and the consolulainl

statements of carnings retainn! carnings. mntributed surplus and thanges in financial poution for the years then ended Thesc .

|

'financial statemenh are the responsibihty of the Companyi management Our nsponsibihty is to expnv an opmion on thesc
' finanual statements bascd on our audits.
i

We conducted our audits in auordan<c nith auihtmg standank generally aucpini in Canada 1 hose standanh nsluire that ur
|

plan and perform an audit to obtain reawnable assur.uu r whether the finanual statemenh an inv of material misstatement An
,

1
audst includts cAdmining, un a itst basis esidnu e supporting the amounts and disthisons in the financial statements. An audit i

also IntlLKlcs assessing the dc(ounting prHuiplt% usN! dnd signifiCant (%timalts inade by management, ds ut|| as et atualm4 ths'

owrall finantial statement presentat;on.

In our opinion. thesc conwiulatett financial statemenh present fairly, in all matenal respnts the financial poution of the

Company as at December 31, IW6 and IWi and the nsulk of ih operations and the thanges in in finainial positisin for the,

1
' vcars then endnl in anonlance nith accountmg pnnophs generally au cptn! in Canada

w *

L lonmto, Canada

l'ebruary 2i, IW7 CllARTIRI:D / CCOL'NTANTS

. frot;/// . hisc
too s t a a.u a s sis t i s.
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bONSOI.lDATI:D t[[ATI:MiiN~l$ Ol' [[ARNINGS |
fYl.AKS 1.NI)l.8) 111 Cl M HI R %I.19W. ANI) IW3

'!

I
i

j,
j

. un slo.03,n.I, ..nn. ui.on . ..non n,q,e sm v.o.r .lasai 1996 1993
'

.

-

!
e

su v i .N t "I

|- linrnor inim mine pnnluction anti sale of metal pn><lutis $ 1,Illi,4fl7 5 1.0112.267

t At t Nst s |
1 Cost of mine pnnluction anti metal sales 1,420,371 1.466.955 {
i. 5 cIling general an<l atiministration 206,1146 229.254 |

1. Depnt iation anil .unorti/ation (note 191 511,500 54/M1 |
Intenst (note 110 16,191 32.674 f
liploration 13/.60 ft.746 |
Investment anil of her innime (III,14tU (111/19 6) f
Gain on sale of sub.iiliary (note 4) 1 (20 %6) !,

1,717,222 1.713.018 !
1

1 arnings In fore taus, minority 'intenst antl (listonlinucil operat.ons 116,261 229.229 j

Int ome antl mimng laws (note 20) |
Current 54,7011 74,581 |

Delernti (4,707) 24.533 ;t

50,001 911.938 f4

1.ornings from continuing operations, before minority internt ;

in subsicliary aompanies 66,264 150.291 |
Minority intenst in nel carnings of subsidiary c ompanas 71 4.956 .]
l.arnings inom (onlinuing operations 66,193 121.335 ,,

i Discontinurtl operations net of tas (noir 21 14,241 7.010 !

INet earnings for the year $ 100,4311 5 132.5fli

'l:arnings per common shan-(noic 1% !
r

I:arnings inim a antinuing operations 5 1.20 5- 2.4I i

Nel carnings for the year 5 IJt2 i 5 2 33 !
,

! !

The navenpuning notn areim intrynd pn1 of thnefunmuial statements. !

!
t

i
l I
I !

!

J ,

!
.

I

;

!

!
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bONSOI.lDATED BALANCE (_OIEE15
Di CLM Hl:R SI,1996 AN D 1995

tm thama,uh of(nmuhan els lhnnt !996 1993a

.A N s i'1 %

. Cunent

Cash and short term inwstments 5 221f.41 5 314.400

Retrivables and prepaid espenses (note 9) 140,617 231,414

inventories (note 6) 3011,476 27tl,154

Discontinuni operations (note 2) 22/46 , 17.290

1891,440
'

It41,25f t

Property, plant and equipment (note 7) 471,913 461/44

Construction in progress III,171 17,409

Mining properties (note 11) 400,213 391.122

Inwstment (note 9) 269,909 236,1144

Other assets (note 10) 31,719 41,526

Discontinued operations (note U - 2 5 0,5151

52,0117,3159! 52.2NIAull

11 Alli t.Ili t S

Current

flank loans and ovenlrafts 5 11,257 5 -

Ac counts payable and an rt ed liabihties (notes 11 and 12) 304,1163 279,252

Incume and mining taxes 22,399 61,1123

Discontinun] operations (note 2) 5,941 11.110 6

341,464 3 4 9.11113

Long term debt (note 1 D il19,334 426Aill
Non-current site restoration and related obligations (note 12) 110,450 53.332

DcIerrnl taus 101,733 199,213 !

Minority interest in subsidiary company !!61 771 |
Discontinued operations (note 2) - 246.164

|

941,1124 1.276.44 Q
C Al'11 Al. A f t )C N A N D RI I AINI O 1 AR NIN Cs%

Common shans and warrants (note 13) 342,226 246.932

Contributed surplus 3 1), 1 1115 57,742

Cumulative translation adjustment (note 14) 31,293 30.792

Retained carnings 72 9,1136 66flAfil
1,141,563 9113.9 67 4

1

5 2,0117,3119 i 52.2st40ft l

The amurnpanying notes are an integral narl <!{ lhneJirumcial slainnents.I
|

Appnnml on Iwhalf of the ihnard tsj Dirraors:

J

N M% | p&df'/
James T. filat L Gordon C. Gray
Director Dinrtor

,

L yy h an
. o , u , ., n, i i u i n . .
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bi)NS()l.II)Al1:1) e IlWI'EMI:N I S ()l . I:'I AI N I:1) ARNING5
Yi A R S I Nipt li lil Cl.M ill R 41, Ivw, ANI) Ivvi

un it,anumak ut (unaal.un dollann 1996 1Wi

llalan(c,lupinning ol ) car $ Mll,41tl 5 567,511

Add nd carnings for the year 1(Hl,43fl 132,583

7611,919 6W,7m

Daluci dividend <. on (ommon shares 39,063 51,219

lialaru c, end of year S 729,1116 5 uiH.481

i
P

bi)NSOI.!!)N1'ED LIlWI'I:MI:NTS OI bI)NTRillUTlil) t/bRI'LUS |

Yl. A R S 1.N I)l l) I)l Cl.M it t. R T I,19W A N I) 1995 [

ou #in.uwm.is cf(anna.nn ,A.llans 1996 1991 3
i 1

Italant c, beginning of year $ 37,742 5 57,742 |
IApiration of narrants 446 - |
11alantc, end of year 5 1 11,1 1111 5 57,742

The amungsanytug noIn air an intryral part of linneJinandal stalcunents. ,

1

|

I,
L |

|

|
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)NS()l.II)All:1) tllNil:MI N~ls ()l: bl ANGl:S IN .Y'INANCI AL [d)SITI()N
\ l ARS 1: Nill D I)I CI:Mit t.R T I,1994 AN D I vy i

im sfu.uwufwt a mue,rmn l..itani 1996 1993

4 ki'l R AllN(i A('ll\ llll %

larnings from continuing operations, before minonty inten st in subsidiary a ompanics 5 46,264 5 130,291
I)cpreciation and amorti/ation ill,500 14JM1
Defern d tases (4,707) 24,135

Int n'ase in nonsash norking rapital and other Gil,iVO) (4.791)

Site nstoration and related obligations - net (6f.61) (15Nini
73,004 188.446

Descontinued operations 7,74 0 21,036

!!2,744 209,'iO2
l iv;M IN(. Arlivilli s

issue of common Shans 93,720 f,936

Iwuc of U5 dollar debentures (note 11) - 200.954
Int reaw in long term debt

,- 14.214

Dh idends on i ommon shares G9,063) 01,219)

Repayments of long irrm debt and other obligations G7,692) (12.624)
Dinder.ds to minonty shareholders - (2.280)

111,965 17s/101

Div onlinued operations G,40ll) (10.5610

13,357 160.4 %

INVI %llN(. ACilvilli %

Act]Uisitions (note 5) - (406,927)

1. nan to Minera Alumbrera limited (noic 9) (112,239) -

Investment in Minera Alumbn ra 1.imiteel tnote 9) (15,063), -

Net c apital expenditures (note 3) (77,b6s (107,7%)

Protmh from sale of subsidiary (note 4) - 77,fl03

Prot ceds from sale of imt stment (note 101 7,461 -
_

(l93,297) (456,fli7)

Discontinued operations - (1161

(193,297) (4M975) '
(DetTrase)in rash and njuivalents dunng year (911,996) (67.031!)

Cash and (cjuivalents, beginnuig of year 114,400 381.43fl
Cash and equivalents, cnd of year (a) 5 213,404 | 5 114.400

(al Cash and njun alents rompnw < ash and short term untstments icw current bank loans and oventrahs

the navunpanying swin air an inIcyral part ofihnefinan,ial statements.

.
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dNTES TO TIIE bNSOI.lDATI'D eMINANCI Al. tl ATEMENTS
ti!TI2. lilt. K 31.1996 AN D 1995

I

.

!

1. Auounting Policics (

1he consolidated financial statements of Rio Algom Limited (the * Company") are prepand in auonlance with

anounting princip?cs generally aucpled in Canada apphed on a sunsistent basis As described in note 17. tluse i

principles differ in certain material nspttts from princ iples and practius generally aucpted in the United states. I

The signific ant at ununting pohries followixl by the Company and its subsicharies am summari/cd below. j

'
liasis of Consolidation

The consolidated finamial statemenk include the airount of the Company and all signifh ant subsidiary companics,

where more than Sino of the voting shares are ownnt All material mtnsumpany halanus and transactions are

chminatal.

Investments in partnerships and joint ventuns art anountnl for by the proportionate consolidation method. Under f
this method. the Company imiudes in its auuunts its proportionate share of the assch. liabihtics. revenues and ,

expenses. All material inter-company balanus and transactions are rhminated. !

Investments u hi(h are not partnerships and joint ventures but in u hich the Company on ns m or icw of the shares

i1 and over which it exeniws significant influence are accountnl for by the equity method. Under this method, the

|t Company imludes in its net earnings its share of the net earnings or losses of these awociated mmpanics.

tt

Use of1.stimates

The preparation of financial statements in ronformity with generally aucpted anuunting principles requires *

management to make estimates and awumptions that affect the reported amounts of awets and liabilitics and
'

disclosures of mntingent asset and habihties at the date of the financial sutements and the reportnl amounts of
|

revenues and expenws during the reporting period 1he most significant estimates are relatal to the physital and
Icmnomic hves of minmg assets, site restoration and related obhgations, financial instruments and income taus Actual

!. results could differ irom those estimates.

|

Iorrign Cuntmy Translation ;

All of the Companys foreign operations are traiwtaicd using the current rate method. Under this rnethod, all awets
and habihties are transtaird at the year-end cubange rate and all revenue and expense items are translated at the

average cubange raic for the year. Exchange gains and lowes arising imm the translation of foreign operations,'
balan<c sheets are included in the rumulative translation adjustment mmponent of shareholders' equity. These

adjustments are not inc ludal in carnings until rcoliin) through a reduction in the Companys net innstment in such

operations. !

| The US dollar denominaini debt is auountnl for as being hedged by the Company's net investment in the U.S. and

acmrdmgly the effect of changes in the foreign cubange rate on this debt is charged or credited to the cumulative

ttanslation a(count.

Resenue Remgnition and Pmduct Inventories ]

Mining revenue is remgnient upon production. Con <entraic and < athode inventories are munled at estimated net

reahzable value, curpt in raws where there is no contract for sale, in which case they are rnorded at the Imer of j'

cost and net realizable value. Net realizable value is basal upon either ontractal or current prices, less p ovision for j
possible adverse changes in commodity prices and foreign exchange rates. |

!

<
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j Royalty nvenue is nx ogni/nl nhen carned under the respective agreementt |
!

| Metals distributmn ntenue is nxogni/ni nhen the produci is shipped to the customer. Inventories of metals and

| supphes are valued at the loner of cost and market. Cost is generally determined using average costs, which

| approximate a<1ual. except for inventories of Vincent Metal Goods for nhich (osts are determinnl on the last-in.

| first-out PLil 0") basiv Market for metals is net reali/able value and for supplies is replacement wst.
|
t

| liedgingiranwntions

i in order to protect agaunt the impact of sin hning copper pn<cs the Company perioda ally enten into c ontracts

| which sn ure a floor price for copper proouction. Costs of the Company's copper hniging program are rnorded in j
( the same period as the related revenue from production is rnonnienl.
|
t

i Depnxiation and Anwrtisation

The Company < harges deprenation and amorti/ation on the folloning basiv

(i) Mining assets:

Ihed assets are depreciated on the basis of the shorter of physical ble (straight-Imc method) or nunomic hic as

! estimated for each mining unit (unit of production basid L(onomic hic is adjusted from time to time as
conditions narrant.

Mining properties are amorti/cd on the unit of production basiv'
.

I

j (ii) Other fixnl assets:

}
Ihed assets are depnxiated using the straight-kne method at the follouing rates:

Buildings 4% per annum
Plant machinery and njuipment 6-2/W per annum

;
.

1

J (ni) Goodui!! is statal at cost kss a< cumulatn1 amorti/ation Amorti/ation is providal on a straight-hne basis over a
I

| period not rx(cribng incnty yearv

|

,
Capitalisation of Intcent

t
Nel miend.1 costs arc capitah/cd dunng construction or development phases on those projects for which funds havei

I
; been borronnl, this wouhl normally apply only to major new projnts from the beginning of construction or
j development up to the commencement of commenial opnations. In these cases interest earned on proini funds

| during the derclopment and constnu1 ion penod is apphnt against the intenst expense to rnluce the amount of
4

j interest <osts (epitah/cd

Alincial Pro [rtties and Developnient

bploration expenditures arc c harged to carnings in the year they are incuned ex(cpt for expenditures on speufini

properties having indicated the pn sente of a mineral resounc with the potential of benig developal into a minc. in

w hic h iase the rspenchturcs arc < apitah/nl.

Mine development cosh inc urtnl to maimain current production are indudnl in operating < osh Mine development

costs incurred to expand tbc capaoty of operating mines. to develop ncn orebothes or to develop nunc areas
i
!

j . py nc
; n. m... .4iui>io
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substantially in .nivann of current prinitution ari capitah/nl and c hargni to upi rations on a cinit of pnukution
basis rehint to the mineral msaves position if it is determined that an imtstment in capitali/cd mine development
or exploration is not rnuverabic over the pnuluttive hic of the property, the unnsoverabic portion is charged to
camings in the ys ar sus h determination is made.

Start-up Cmts
1*

Start-up tosts wlatal to major pn>jnis are defernxl until the fanhtiis .u hieve c onunenial operation.1hese defernst
< osts are indoded in c apital assch and amortuni on a straight-kne or unit of pnuluttion basis.

j Site Itcs: oration .uul Relatni Obligations

litimated site restoration and closure eush for rath pnnituing mine arc chargni to carnings over the expnied
nunomir life of sw h mine using the unit of pnnlut tion method. Provisions of a longer term nature arc takulatal on a ]
discountnl imis. '

In determining expn1nl or b. rnuteries to be made at the time of shutdown are estimaint and taken into auount. l
1

1he pnu ew of cost eslimation is a c ontinuous one, subjn t to c hanging regulations, regulatory appnwals, inhnology

| and other external facion. whit h nill be nwgni/nl when applu able. j
|
! Curreni expendiluns relating to environmental costs at operatmg mines are charged to carnmgs as mourrnl.

{
| lapenditures pertaining to dosal mines arc charged to the applicable site restoration and related obligation ;

| pn wision. )
Inuuncand Alininglaws

The Company follows deferrni imume las arrounting for timing differences in the rnognition of revenues and

expenses for imome las and finamial reporting purposes. Imestment tax credits are recorded using the cost
nslurtion approac h ulun there is reasonable assurance that the onslih will be rcoli/ni; these ornlih are deferrni and

amorti/nl to incume on the same basis as the relatal awets

l

IV:nion Costs and Post-tvlirrment llenclits

The Company's definni benefit pension plans cover most employees. IYnsion rush and obligations are determinal

using the proicatnl benefit method of actuarial valuation proratnl on the projectal length of employee service.
j. Pension surpluses and defuirmies, experience gains and losses and the effects of changes in plan awumptiom are

amorti/nl on a uraight-line basis over the expected average remaining service life of the relevant employee group.

| The rumulative difleren<c betacen amounts expensed or c redited to income and funding contributions is
rn onInl on Ihe balanc c shn i.

i

|

The Company provides < criain health < are and hic insurartc benclih lor its retirn! cmployees and their dependents
The(ost of these benclik is expensnt as incurrni

IMrnings per Cominun Sharv

l'arnings per common share arc cahulatesi on the basis of the weighted average ntimber of common shares
outstanding for the yea'

!
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2. Disc onlinued Operations
!

(a) On June io, IW6, the Stanicigh underground mine at 1.lliot take, Ontario icausi operations as a nsult of Ontario

flydnn's ihtision in 1991 to terminate the uranium supply auntract. Ihis resulted in the dosure of the Company's

last operating mine in the region. In anticipation of this closure, the Uliot 1.ake operations were accounted for as

dis untinued operations in 1991 These operations consisted of the Stanicigh, Quuke and Panel, Pronto, Im nor,

Nonlic,!!u< Lk s, Spanish Ament an and Milliken undergmund uranium mines at Uliot lake.

(b) Th- . uhs of divuntinuni operations were as follows:

un noauwn,h alcomham Mhms 1996 |yyi

Revenue 5 19,229 5 |(4437
Cost of mine production > s,ili (4 061

Selling, general and administration | |,1411 13,493

Depreciation and amortization i,nii 10,3r

Pnwision for taxes 2,M O blV4
ii,2ill 91.407

l'arnings from operations, prt-measurement date 5 7.010

Famings from operations, post-measurement date 1,991
|

Adjustments to delcrnti income taus and nxlamation provision (vr belon i 10,214

Gain imm divontinued operations, net of tax 5 H,243

in arronlance with the contract, outstanding advames from Ontario llydro nere forgiven and the related

Stanleigh awets, having an njuivalent book value, written off in the fourth quarter of 1996. Provisions for
delerred tases in the amount of $70.1 million. previously < hargni in the an ounts, being no longn ntioirnt have
been racrsnl and refhrtnl in the rak ulation of the gain from dismntinun! r. >crations.

;

The Company regularly reviews its estimate of rc<tamation costs at all operations, includmg diuontinued |

operations. Istimatnl ntlamation rosts arr determined in anonlanw with the Company's envinmmental joht y, )
which includes mnsideration of current and proposal government n gulations and gmhc ics. Pdmarily as a resuh of J

lthe Federal government's dedsion to rn}mre relicensing of previousiv dosed 1:lliot lake manium mines and j

potential costs in respect of other dismntinued mining operations, the Company has recorded additional

ntiamation provisions of 560 million (540 million net of tad in determining ihe gain from dismntinuni operations

k) The net assets of drmntinun! operations were as follows:

<m flumwn,1, of a uuhan Mhero 199(, 1993

Working rapital 5 16,701 5 8.484

Property, plant and njuipment - 230.3Hi
Net investment before long term debt 16,703 239,(69

trss Ontario llydro advanws - 246.164 )
iNel assels 5 |6,703 f 5 12,50

The above balana sheet amounts culatic intome and mining taws and site n storation obligations in prior
years, a non-retourse first (harge nas pla(ni against the Stanicigh Proirst assels as inflateral for the ads anws.

7Q Ar9
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I1. .\upeisitinen

(al Lilcrtive July 12.1996, the Company and inmet Mining Co'Tioration (''Irimet") werr the successful bidders for the !

Antamina copperhin( deposit north of Lima Peru. The Comp.my and inmet will participate njually in the |

| project. An initial tash payment of US$10 milhon aas made by the Company on September 6.1996. During the t

year, a further US53.9 million was advanoxl to bnng the total invested in the project to U5513.9 million (Cdn519 :

million) at December 31,1996. This investment has been rapitalient. |

00 Liftriive May 19,19Y3, Rio Algom Limitnl and North Limital of Australia jointly arquiral all the outstanding f
uimmon shan s of International Musto liplorations Limited at a rash rost of approximately 5514 million, with

Rio Algom's share bring 5256B million.1hrough this atquisition. Rio Algom and North arquired a 50% intenst

in Minera Alumbrera Limited uhkh holds the llajo de la Alumbrera copper / gold deposit in northwest '

Argentina. The n maining Smu of Minera Alumbrera limited is held by M.I.M. Iloidings 1.imital of Austraha.

k) fIlcotive March 31,1993 Rio Algom's North American Metals Distribution Group acquirni all the asseh and !

business operations of Ah tal Goods, a division of Alcan Aluminium Limiini for a (ash consideration of 5150.1

million. lhe anguisition was auountnl for by the purchase method with the results of the anguirni business

included from the date of acquisition. The acquisition resulted in goodwill of 513B million which is being [
| amortiini on a straight-line basis over 20 > cars. i

;

; The net assets ac quirnt were as follows: |
!

!

| n.us m,mA g.msmo uimi March 31,1993 ;

4 ,

i
'

| Current assets 5 222,989

Property, plant and equipment 38,519 .

Goodwill Iva6

273.294
| 1iabihties assumal 125.210 i
!

loial autuisition iost 5 130.084

!

4. Disposition of sulnidiary |
!
!In late 1993, the Company sold its avi interest in Atlas Steels Limited, its rnetals distribution and manufacturing operationso

in Austraha. for a cash conskh ration of 5773 million and a pn-tas gain oI5205 milliort
,

i. Partnership and.Is. int Venturr
;
'

(a) The Company holds a n6% interest in liighland \' alley Copper, a partnership with Cominco Ltd. 00%),

| 1c< k Corporation (11.4%) and liighmont Mining Company G%). The Company and Comincu have njual control

and manancment.
,

Ilighland \' alley Copper hold:. and operates large scale copper / molybdenum mining and milling operations in

the liighland \'alk y area of Ilritish Columbia, pmduring <opper and molybdenum in toncentrates with gold and
i

sihrr as by-products
;

09 The Company holds a 29M inten*.t in llullmonse Coal a joint venture with Terk Corporation W)%) and i

Nissho hsai Coal Development (Canada) Ltd. (IWo). The projnt, an open pit coal mine and prrgessing facihty, is 'i

locatol in noribrastem British Columbia.
f

I

l
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Iloth of the above operations are annunted for using the proportionate consolidation method. The Compan>4 {
share in the assets, liabilities, revenue, expenses and rash flow of the partnership and joint venture, respectively, are j

as follows: I
t

im sawmmuh of CanmImn Mlann 1996 1993 h
j,

Revenue 5 169,017 5 .236,122 {
143,933 '138,000 |lipenws ,

Larnings before tam 5 23,064 5 98.122 f

Awets $ 243/416 5 248,261

Liabilitics 33,Il60 27.097 ,

!Nel investment S 211,746 5 221,164

!
Cash inflow (outflow) from:

Operating adivitics S 39,104 5 130,2154

linanting activities (2,174) (2,470)
,

investing activities (16,333) (14 4310 !

In(traw in rash 5 20,597 5 113,176 j

!
!

6. Im enturies j

tm #1muwnh of Caumima Mim) 1996 1993

, ;- -

Alining operations !

Cont entratea. s.d rathode iopper S 30,6fl3 5 17,943

Coal 7,161 973

hiine suppln s 19,699 111.277 j

37,343 37,19; f
Metalulistribution operations 250,913 240 939

;
S 3011,476 5 2711,134

|
Included in metals distribution operations in the United States are inventories valued on a LIFO basis at

)
December 31,1996 of 5210.5 million (1993 - 5192.!! million) which had a replorement cost of $219.1 million - )

-(1993 - 521111 million).

|

.g .L
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7. ' l'ruperty, Plant .md Iquipment j
.j.

un llwnwmh ni Cannehan Mia,M I990 h._

._ 1Wi
-

..- ..

lluiklings, at t ost $ 127,181 3 3;g 433
Irss anumulated depnxiation 41,330 33g j

83,801 g;yy74 :
_ , , _ _

I1%nt ma< hinery and equipment, at (ust 540,224 gg4 ;

l.cw auumulated deprttiation 169,64I ng,,,9y j
.

170,581 g3,33., |~ . _ _ _ ,

limd. at tust 13,547 ' n,ng
$ 471,933 7 gnn4

j

8. Alining Properties

em rinn.wmh nj 6m.nhan Mhno 1996 !gg
- . . . , . . ~ . , . . . . -

'

Mining properties, at rost $ 504,812 > 474.167 I
| Less arrumulateti amortization .- 104,599 g3,943 ~!

$ 400,213 j 3 go g,g yy
_-

j included in mining properties are properties held for development having a book value of 55tto million (1993 |
515.8 million). |;

,
-,

in IW6. the Company's investment in Minera Alumbrera Limital was nelawilled to investment kn. note ?) from
Mining Properties.The 1993 comparative figures have been restated accordingly.

i 9. Im estment
,

The imestment is c arried on an njuity basis

im thumnmlugemuhan MI.nu % Ownership 1996 gw3
.

Minera Alumbrera limited 25 $ 269,909 i g 2g,gy

LIIerthe May 19,1993, the Company auj0 ired a 2Pu efkttive interest in Mincva Alumbr<va Limited'u hith holds the

. Puijo de la Alumbrera copper / gold deposit in northwest Argentina The cust of the Company's 2Pn inten si was 52%.a
million. During the year the Company has providal st31 milhon in additional njuity to the projnt

I

Consim< tion on the pruint mmmenml in 1991.The Mmera Alumbrera 1.imitalikard has appmvnt a pn.inI hudget of ;

- U55901 million. exduding interest and financing nists At Dnember 5t,1996. <apital iummitments on the pn' int wen-

U55775 milhon, The Com[unys share of remaining mmmitments amounts to U5532 million which will be fundnl by
additional shanholder hians All such loans are expnted to be reiwid in 1997 frum the pronuh of the pn. int financing:

>

| Pmject financing is being arrangni for the proint with loan commitments of l'55670 million. 'lhe hoan,;ng is
; expecial to dose in 1997. Upon condusion of the financing the Company will guaranter 2Bn ol the outstanding i

balant c until such time as the projn1 passes rertain rompletion tests
;

i '

]. An mtenm bridge loan has bten arrangni dunng the year with the undenvriters of the projcet finanong As o, 1

i. 1
> !

!-
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Daember it. IW6 l'551m million was outstanding. The Company has guaranteed 23% of the outstanding amount.

L'pon iampletion of the projnt linancing arrangements this loan nill form part of the total commitment.

1hc Company has providal 5112.2 milhon in advan<cs which are expected to be repaid from the proint financing.
Consn|uently, these advanus have been indud 11 in nrcivables and prejuid expenses.

10. 01ber Assets I
'

im dwman.h.4(omulmu dono,o 1996 iWi 1

s

1.ong Icrm investments (a) 5 i,100 5 1096ft
Goothsill. Het of amortifahon 14,979 16.M i
l'ension (note lil li,240 11.675

i

$ 31,719 5 41.126

(a) At Dnember 31. lW6, long term investments in<lude marketable sec uritics at a value of Snil (IWi - 57 milhon)

and a royalty awet (4 53.3 milhon (1093 - 54 milhont 1he market value at Oncmber 11, IW6 of the marketable '

6n uritics nas 51 milhon (IWi-Si.9 milliont During IW6, the Company thsposed of marketabic snuritics for
j gross pro <ntis of 523 million.

I 1. I ung 'Icrm Debt
,

|
sm ehomamh .,l t nums.on s. nuni 1996 IWi

ferro Colorado loans (a) 5 201,133 5 2ii.7 tin
i703% US dollar debentun s duc Nov.1,2mi(b) 203,440 202.1171

Notes, housing loans and mortgages payable 1,367 2.160

4011,117 440,731 !

tess portion induded in a urrent habihties lit,illi 14.277
'
i

5 3119,134 5 426.4315

(a) 1he Company % Cerro Colorado proint loans outstanding at December it,1996 were l'55147 milhon (IWi -

U55175 million).1hc average interest rate on loans outstanding at Dnember il, lW6 was 12ian Other financing

costs, (unsisting of commitment fees, agency and trusice fees, pohtical risk insurance premiums and associated

standby fees, amounted to 0.73% of the average outstanding on the loans during IW6. The last whnluinl

payment h in April. 20f 6. In addition to the u hnluled payments, mandatory prepayments may be rnguired from
time to time, depudmg on semi-annual < ash ihnv from the proint aher w haluled debt service.

|
'lhese loans are snurnt by a mortgage and (harge on the assets of the proitti (book value at Dnember 31,|

j 1996 - Cdn.532ftli million). Pre-completion Rio Algum has guaranteed the full amount of the loans. The

| guaranter does not apply in the event of payment defaults relatnl to <criain pohtical events. Completion h based
'

on the sathfaction of a criain financial and performame enteria of the proint. If the project achieves these c riteria
the loans will inome substantially non-nvourse to Rio Algum.

'

(b) in November IW3, the Company iwued U55130 million of unsecurn! 703% debentures duc November I,2003.

Cmis associatnl with the iwuc of the debentun s are being amortized over the term of the debt.
;

(d L.ong term debt repayment requirements over the next ihr years amount to Slfill million in IW7. 524.It milhon in
IWit,523 milhon in 1999,526 million in 2000 and 52ftI million in 2001,

i

i
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| 12. Site 14cstoration and Aclated Obligations
*

i ,

| tm themwndw]camulum Maw 1996 1yyi '

! *1

Current portion induded in wrrent liabilties 5 12,839 5 16,380

Non-current site restoration and related obligations 110,430 53,552

S 123,269 5 69,932

1

The above provisions are based on the Company's btst estimate ofits planned shutdown and astoration programs at >

producing, dosed and discontinued mining operations, which it believes meet or euced existing requirements.
Future changes, if any, in requirements, regulations and operating assumptions may be significant and will be
recogninsl oben applicabic,

,

|

13. Capital Sim L

1996 1995

Authorinth 330,000 330#ri l'irst Preference Shan s, issuahic b series.

| 14,109,639 14,109/09 StTond Preferenw Shares, issuable in series.

| Onlimited Unlimited Common Shares.

Nil 3,999,900 Common Sharc Purchase Warrants.

Issued.

Common Shares Number , mount

I t m KJn1
!

Italance, Dett1 Tiber 31, #14 51,938.561 5 243,016

| 1ssued in 19% under share option plans 108,332 1,933
r

Warrants exertised for sharw 100 3

ik lant c D<trmber 31. I' 93 52,067,193 5 246,932

1ssued in 1996 under si.are option plans 363,021 6,436

Warrants exercised Ic r shares 3.533,590 88,838

ILdance December M.1996 53,983N14 5 142,226
!

larnings per share are calculated using the weighted average number of wmmon shares outstandmg during the

year of 53,134,284 (1993 - 52,013,5871

(a) The fully diluted earnings per shere from (oc.inuing operations for 1996 of $1.1H (1993 - $2.30) and for nel
,

camings for 1996 of 51,78 (1993 - 52.4;) awu m s that all the narrants and options outstandmg at December 31,
lo96 had been converted into < ommon shans as of January 1,19%,

1
.

(b) R"strictions exist on the payment of common shcie dividends in the provisions attached to certain loan

! covenants. The probabihty of these nstrictions o(curring is remote. Dis idends paid per common share were 5030

| in the year ended Dec ember 31,1996 a id 50m in the year ended Des ember 31,1u93.

(d A Shareholder Protection Rights Plan aists whereby one right is iwunt for each mmmon share of the Company.
These nghts remain attactxt! to the shares and are not exercisable until the occurrence of miain designated events.

i

The nghts bewmc exercisable when a person or group acting jointly acquins 20% or more of the voting shart ,

of the Company cucpt with the approval of the lloard of Dm ctors or by a " Permitted Ilid", A Termitted Ihd" is

one made to all holders of voting shares for all voting shares outstandug on identical terms. The bid must be in

,@ typh
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compliana with applicade Canadian and t.'niin! Stat < i wrurities laws and arrepted by holders of morr than

50% of the voting shares for which the bid is made, In the n'em the rights become exercisabic, carh right will

allow sharehoklers other than the acquiring pmon or group to aujuirr common sharts of the Company at 5(m
of the then cunrnt market price.

(d) On It hruary 25,1994 F.io Algom issued SJKX),000 common shares and 4.000,000 common share purchasec

warrants (" warrants") offered in units consisting of one mmmon share and one-half of one warrant at a unit

value of $22.50. Of the unit issue price oI 522.50, the Company allocated $22.00 to the common share and 50.50

to the one-half warrant mmprising the unit. The warrants were exercisalde any time until February 29,1996 at a
pri(r of $25 00 per share.

5luarrOption Plans

Changes in options to aajuire common shares outstanding during 1996 under the various shair option plans were as
follows:

1987 Plan 1993 Plan I993 Directors'11an 1996 Directors' Plan

Sharr 0ption Plan 1996 1993 1996 1993 1996 1995 1996 1993

lblance, beginning

ofyear 311,900 372,200 1,109,427 607,126 208,000 151/KX) - -

Changes in year

Granted - - 457,400 559,8(0 - 57/Ko 96,757 -

-- Exerriwd (1411,500) - (216,521) (48,252) - - - -

Espired (60.500) (60,701) (9.267) - - - --

Iblance, end c.I year 163,400 311,900 1,2H9,605 1,109,427 208,000 208.000 96,757 -

The range of exercise prices and shares reserved for options outstanding at December 31,1996 were as kdlows:

SharcOption 11an I98711an I99311an I993 Directors' Plan i996 Dirrctors'l'lan
_ _

Range of exercise prices 51525 - 518(0 $18.00 - 527.55 517.75 - $2725 525.75 - $2723

Shares reserved 165,400 3,611,005 208JX)0 600/KX)

(a) The 1987 Sharc Option Plan and the 1995 Directors' Plan are now terminated extrpt as to outstanding options
which expire at various times up to 2002 and 2005 rrspectively.

(b) Options under the 1995 Sharr Option Plan generally have a term of 10 years and vest as to one third of the

shares on each of the first, gcond and third annisersaries of the date of the grant.

i

(c) Options under the 1996 Directors' Plan vest as to one-third of the shares on each of the first, second and third

arniversaries of the date of the grant. The Plan will terminate on June 21,2(X)l.

i

:
)
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14. rumulatiw h.instation Adjusto.cn'

an siminaial. op un, Jum agflu,o 1996 1993

Unns ognient translation gains. beginning of rar S 30,792 5 52,294
3

lhrrease attnhulable to Atlas 5'.n Is 1.imitnl - (3,973)

Inc n ow (dn rease) in unnrogeient translation gains 501 , (17,529)

Unnsogni/nl translation gains, end of ) car 5 31,291 | 5 30,792

1hc balaine of 551.3 million at Dc1cnitut 31, 1996 n priscrits the ruinulative unnsognieni exchange gain on the
1

j Company's foreign awch. The change in the balance dunng the year n lln ts the impact of lorrign currency
.

lluctuations

11. Pension Plans

Alost employ <rs arv <uvern! by nonsontributory defined benefit pension plans. lhe funds of each of the various

pension plans are .ulmmistenxi by a corporate trustcc or an insurance company. llenclits under the plans are
.

generally determinnl by years of sen ic e and employns' iompensation, the latter being basni on the three highest of

the last ten years of employment or a flat dollar benefit.

'

An actuarial valuation is performnl at least triennially nith intervening annual reassessments for substantially all

plans to determine the pnsent salue of the auront pension benclits Pension fund awets are carried at values
determinn! by using a thnt-year average beturen book and market values.

i

lhe following data is basal upon reporh of independent actuarial c onsultants at Dntmber 51:

sm timnwn,Is eyanadmn dollann 1996 |995
'l

Alarket value of pension fund assets 5 251,700 $ 227,171
~

1.cw a(1uarial present value of pnijn t benclit obligalions 201,313 201.411

blalsurplus S 50,1151 5 23,720

Unrnorded plan surplus 5 36,943 5 12.047
Pension awet rn ognieni on the c onsohdatnl balance sheet (note 10) 13,240 13473

Total surplus 5 30,1111 5 23,720

1hc total pension expense amounin! to 52 million in IW6 and 52.4 million in IW3. The components of tiv pension
expenw wen as follony

i.n umnsonas on unoamn d..tla,u 1996 1993

Current sen ic e cost 5 5,6fli 5 4,740

Intenst c ost on proinInl benclit obhgations 14,102 11,161

Artual return on plani awet (20,697) (19,483)

Net amortiration and deferrals 2,940 5.967

Pension expenw 5 2,028 5 2,383

'the interest rate usul for determination of plan bencSts and return on awets exurdal the assumni annual rate of

increaw in < ompensation by 2/i u in ori 8 . 96 cnd 1993. The unnrordal plan surplus is amortim! on a straight-a

hne basis over perioch va ying from 11 vcars * * l', yees, dependmg on the pension plan demogro;.hics
/

.Lgi
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*16. Commitments azul Contingensics
,

la) The osmmitments of Alinera Alumberra limited are discuwed in note 9,
7

i

(b) 1he estimated rapital rost at December 31,1996 to nimplete the Company's Smith Ranch uranium project was !

U55244 million of nhirh U553.5 mi! ion was nimmitteti at that date. The estimated total cust to cumplete other

rapital proietts, as at Dn ember 51,1996 was approximately 5217 million (mmmitted 516.tl million). |

t

(d 1hc Company and inmet haw cominitted to s[xnd at least a furdxv U55'i7 million on the Antamina projn1 |

over the next two yean, during which time they mil undertake a feasibility study. At the end of the inn-year ;

period the Company and Inmet may chtt to return the property to Centromin (an agency of the Peruvian j

government) or to proned with development.11 they riert to pnnnst with development. they have made an |
cimtstment commitment of U552.'i billion in connntion with the hid. In 2txil, if the actual investment is less
[

than the investment commitment,5mo of the shortfall would be payable in heu of further expenditures.

(d) The Company is mmmstini to future minimum annual rental payments in the amount of Si2I. million under i

operating leases which expire Imm 1997 to 2(x16. Commitments air 58.2 million in 1997,565 million in 1991), 549

| mi!! ion in 1999, $35 million in 2(XX) and 514 million in 2tX)l.

(c) Ibtash Compo.y of America. Inc. ("PCN), a subsidiary of Rio Algum, and Rio Algum are defendants with other

U.S. and Canadian potash productvs in a (law action rivil suit brimght by (lirrci potash purthawrs in the Uniini i

States in 1993.1hc plaintills allege the defendants violatnl various ksleral anti-trust laws, including the U.S. -[
Sherman Art, with respn1 to the sale of potash from 1987 to the present. The plaintilh are claiming damages and ' .|
other relici on behalf of themwhts and wrtain dawes of other dircri punhasers. Other substantially identical |
smts have been brought by indirni potash punhasen in Illinois and in Cahlornia. The Cahfornia action against t

Rio Algum and PCA has lxvn dismiwed, and thi !!!inois a<1 ion also has been dn. missed, although it h on appeal.

On January 2,1997, the District Court in the dirn1 purt hawr daw action suit, mnsolidated in Alinnesota, ontern! I

that summary judgment be granted in favour of all defendants,induding PCA and Rio Algom, and dismissed the i
'

plaintifh' claw action mmplaint Plaintifh have appealnl the ruhng to the Eighth Circuit Court of Appeah in ,

respn1 of all defendants except Rio Algom 1.imital. I

|

PCA teliens these actions to be unfountksi and is mntinuing to vigomusly defend agai ist them. i

i
i

in January 1994, in a separate action, the Unital States Department of Justice serve I PCA with a Grand Jury [
subpoena urking (crtain documents related to the Grand Jurv's investigation of . issible violations of the

.1

Sherman Art and related inleral statutes by c ompanics in the potash industry. In June,199(., PCA was adviwti that
,

the Grand Jury inwstigation had turn terminatnl with no action being tal cn against PCA or any other party.
{
!
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17.1he I.fint of Applying Unitni States (.cncrally Aucptnl Auounting Primiples
|

The effect of applying Unitni States generally anepted accounting principles FUS GAAP") on net earnings is
as follows:

tm ttwman.h o[Canasium b llane 1996 1995

Net earnings for the year reported under Canadian GAAP $ 100,43il 5 152.585 ;

Add (dahict):

Restatement of concentrate and cathode imentory awaiting shipment to

lower of(ost and nel reahzable value(net of tax) (715) (454)

Capitalizni interest on deferrni mine development costs (net of tax)(b) 9,541 7.621 j

increase in provision for post-retirement benefits (net of tax)(c) (2,920) (949) |
Net camings for the year reported under US GAAP S 106,344 5 15R605 i

1.30 |Earnings per shart from continuing operations S 5 249

Net camings per share for the year S 1.91 i 5 245

(a) The definition of cash and crjuivalents under US GAAP does not include short term investments with an initial

term of greater than 90 days, or current bank haans and overdrafts. This would have the following ellect on the

comolidated statements of changes in financial position.
,

im almmamhc/renaean Aelluni 1996 1995

Cash and equivalents. US GAAP beginning of year S 288,11'6 5 158.721

Operating and investing activities cash flow on a Canadian and US basis (112,553) (227.471)

Changes in cash due to US GAAP

Tinancing activities on a Canadian basis 13,557 164435

(Increase) decrease in short term investments (33,896) 201.458

increase (decrease)in current bank loans and overdrafis 8,257 (4.955)

financing activities cash flow. US GAAP (12,082) 556.956

Cash and equivalents. US GAAP, end of year S 163,551 5 288.186

(b) The Company capitahzes interest on a mine development pmject only if the interest arises on indebtedness
I incurred specifically to finance the project. Under US GAAP. a portion of all interest costs incurnd must be

capitalized as part of the projed under development.

(c) EtTertive January 1.1995. Statement of Financial Anounting Standards FSTAS") No.106 - Post-Retirement Ilenefits

was adopted in the preparation of the Company's financial statements under US GAAP. SIAS No.106 requires J

|; the projected future cost of providing post-retirement benefits, such as health care and life insurance, to j

|
be recognized as an expense as employees render services instead of when such costs are paid. In 1993.

'

the Company provided in full for the opening accumulated post-retirement obligation of 558 million (net of tax).
' The cumulative effect on the Company was a reduction to retained earnings at I)cccmber 31,1996 of

{ approximately 555.1 million. |
! I

i

!
i; ;

|
| i
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(d[- Elkttive January 1,199"s, STAS No.109 - Anuunting for income laus, was adopted retmattively in the preparation |
of the Compan>4 financial staternents under US GAAP, $lAS No 109 requins the adoption of tir liabihty rr- d ;.,

i anot.nting for defemxl incume taus. The principal temporary differenas n late to depnsiation and amorsiution of

mine development nists and certain financial reserves not dnluctible for tax purposn until paid TN rumulative
.

i, clini on the Company was an increase to retaints! camings at Dn ember 31, W)6 of apprmimately 515 milhon. !

l. ;

(c) The Company's sharr options are measured using the intrinsic value-basni method of annunting under which
~

!

| compensation cost is the excess, if any, of the cluoted market prin of the stock at the grant date or other

|'i measurrment date over the amourit an emplo)tr must pay to art [uire the sto<k.
I

|
,i1

.

Ill. Intenst 1.spense
| |
!- im almnwne dramuhan durinni I996 1993 t

Interest on demand loans and other S 4,923 5 7,581 |
Interest on long term debt 31,268 25,093 ;

j$ 36,191 5 32.674

I
!

19. Depraiation and Amortiution r

l

tin slumwnds 4ranasan adlarn 1996 1993

Plant machinery end equipment $ 37,641 5 55.070

Mining properties 20,859 18.991 f

5 58,W0 5 54.061
s

| i
20. Incomeand .\liningl.nn ;

Earnings before lar:es, minority interest and dorontinuni operations cunsist of.

<m elemanmi.gran d.n dona,9 1996 1993 |
i
'

Canadian S 23,197 5 148,507 .

fI Foreign 93,068 80.922

$ 116,265 5 229.229 |
r

I
!

!- Income and mining taxes consist of: |
!
*

1996 1993(m simuwnA yranmlam dotinto

!

Current j

Canadian 5 45,773 $ 59,391 |

forrign 8,933 14.994 {

'[54,708 74.381

Deferrni

Canadian (32,735) 7,504 j

1oreign 28,028 17.249 ;
4

}
(4,707) 24.553 -'

; lotal income and mining taxes $ 50,001 5 98.958 [

.
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The timing difleren< es giving rise to defermi tam and their n vosal prind[ully niate to deprn iation and amortization. ;

A rnun<ihation of the weightnl average Canadian inmme tau s and rates and the efhx1ive income and mining tau s

and rates is as follows (diflen nt rates of inueme tax apply to income from mining, manufactunng and other suun es):

1996 1993

sm nu.mamh % im slu.num,h %
of(una, lum ddlata of(sm,aslum slobra

Weightnl average Canadian inc ome taus and rates S 52,103 44Jiaen 5 102.0i0 4-1.5%

Increase (dcocase) n sulting imm: {
Resounc and depk tion allowanu s nel of I

provincial mining taxes 915 0 .11 2.1 711 1.1

llempt dindends (349) (0.5) (1/.fi9) (0.7)

lax-Irce portion of pain on sale of investments (24) - (2/k'd) (0.9)

loreign taxes (4,921) (4.2) (3.110 1) (1.7)

Other 2,473 2.1 1.m1 0.9

1.fkdive income and mining tau s and rates S 30,001 43.0ao 5 98Sitt 432% | )
1

-

!

21, lair Value of linamialInstnnnents j
|

1hc carrying amount of rash and short term investments. amounts receivahic, bank loans and oven!raf ts and .

I

aoounts payable and mcrued habihties in the mnwhdaini balance sheets approximate fair values due to the short

term maturitics of thoc instruments.
!
I

lhni rate long term debt instruments are estimated to appnaimate fair values as m1ual rates are consistent with j

rates estimaini to be mrrently available for debt of similar terms and remaining maturitics. I

lair value estimates are made at a spnific point in time, basal on relevant market information and information

about the financial instrument. These estimates are subin1ive in nature and involve uncertaintics and matters of
significant judgement and therefore cannot he determined with prnision. Changes in awumptions (ould significantly j

afIn1 the <stimatet

22. Indosin and Geographic Segment Data !

The operations of the Company are grouped into industry and geographie. segments.

l\Dl' Allo Sf6111XIS

Mining

. Abning and pro < cuing of ropper ore into rathode mpper in Chile.

. Partnenhip interest in mining and milkng of topper / molybdenum ore in Canada.
j e Joint venturr interest in mining and treatment of metallurgical coalin Canada.
t

e Royalty intenst in a rin</lcarl mme in Canada.'

. liploration and development through offices in North and south Arrerica and Ireland.

* 2i% interest in the derclopment of a mpper/ gold deposit in Argentina.

. Den 4opment of a uranium in situ leaching depout in the Uniint Statet

Mining and milhng of uranium in Canada (discontinued opnaticas)..

. L y .Eurf,
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Aletah Distribution

e Atarketing thniugh service rentrvs of stainless steel and other metal products in Canada and the United States.

Recreme

om stmuuuutu,)cenmtan a.,tta,ns 1996 |yy3

Alining $ 155,137 5 183,493

A1ctals distnbution 1,4711,150 1,596.772

Consolidaini 5 1,113 1,4187 51,982.267

Revenue, in the table above, induths revenue frum mine produdion and sales of metal pnnlurts. All sales are to

rustomen outside the Company.

Ugn valing Pns]Il

em thmannJs pI(nem.imo elullans 1996 1993

Atining 5 92,043 $ 116.%9
Aletals distribution 77,1111 *A lll4

Operating prnfit 1 6 9,11711 249.745

Deduct

liploration '- lig60 8.746

Corgerate expenses 22,110 17,726

Gairi on sale of subsidiary - (20,536)

Interest expenw net of imrstment income 17,1545 I4.578

Sigeli 20.514

1:amings befort taxes, minority interest and diuuntinuni operations $ 116,261 5 229.229

Operatmg pmfit is revenue k ss applicable operating expensts

l<lentijlable,hsets

em stimanmluf camulan,1, Hant 1996 1993
- -

3

Alining (a) 51,391,1173 51,113.0!!2
,\letals distribution 363,117 521,1311

Divuntinuni operations 22,646 2{{11
$cgment identifiable aw s (b) 1,977/mi6 1.976.115

a

General corporate awets (bl 109,731 2114.2 9 3

Total assets S 2,0ll7,ill9 52.260.4011

(a) See note 5 for details of the Company's share of the partnership and joint venture aswts and liabihties.

(b) Segment identifiable aw ts are those assets that are usal in the operations of cat h segment. General <urporate
assets are prinrijully rash and short term investments.

., Wry .Le
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(m umunn.h of renaden A.non) 1996 1995 ,

, i- .~. - -

l

-hiining -5 51,173 5 43,779

hietals distribution - 7,0113 9.954

Segment depretiation and amortization expense 58,256 53,735

Corporate and exploration deprtriation 244 '328

Total depretlation and amortiriition expe,we S 511,500 5 54,061

CaspiteslI.spensliensors -

Un nu uwmliif renait.an A nant 1996 1993
|. .-

Alining (a) S 69,632 5 79,211

A1ctals distribution (a) 8,414 31,015

Segment rapital exp< nditurcs . 711,046 110.226

Corporate and exploration rapital expenditures 706 573

Total capital expendituns 78,752 110,799 i

Less disposals - (1,296) (3.066)

Total capital expenditures (net) $ 77,456 5 107,733

(a) includes expenditures on construction in progress.

61068<tl'1110 $f 611f.Vf 5

Hrmuse

un slmnwnas of cwutan A,nans 1yy6 1995

Canada ~ 5 - 414,832 5 485.501

United States '1,245,385 1,111.535

Australia / New Zealand 249.277-

Chile 173,270 155,956

51,833,487 51,982.267

Uperantint) VrvjIt

hn #lumumh af fanaden donani 1996 1993

Canada 5 37,929 5 122.696

United States 63,602 48,104

Australia / New 7xaland - 22.558

Chile
' 68,147 56.585

5 169,878 5 249,743

Alb pBrf
w ie, a s <.. .u i s u i e n e,
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Islentifinlole 61ssets,

i

ifn IlleMnaflM #j IalhMIdan dalldFn) 1996 ]993
~ . . . . - - -

Canada- $ 532,670 5 677,606;

i- Unitecl 5tates 644,626 574,548

| Chile 4fl3,415 478,li27
.

]. - Ar};cntina 2611,04fl 256,621

l'eru 19,4fl3 -

Other <ountrics '116,301 4.931

Dist onlinued operaticins 22,646 267.873

5 2,0117,3119 52.260.408

08181 K U ti 1'

} l.sgnurt snicsjnnn Canneln
I

l
'

un stunnanh aj canad,an daltam 1996 l993, .

, 3

Japan S 1 03,2113 5 145,505

United States 19,160 11.110

Philippines 14,839 20,043
i Europe 3,664 16,596

; Other (uuntries 41,013 39.712 .,

. >
'

$ 1111,961 5 232.968

[ The above sales are to customers outside the Company. I
1
1'

Reernne luy gunnim ts solst

i fin flunnana of(anadmn Jollan) 1996 1993
- -.

~ Copper
~

15n,o 164u

$tainless steel 33 34

Aluminum 21 19

Carbon steel 7 91

Spirialty st<ris 10 6
,

; Other produrls 12 16

100ac 100io
.-

f- -

!
i
1

:

3
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|

|
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n. Subeguent I wn

Convertible DeLenture and 1:quity O!Iering

in January IW7 Rio Algom Limited arranged a 55(0 million underwritten financing, comprising 5333.4 million
of 5.5% convertible redermable subordinated debentures. cvidenced by instalment rneipts and 4,417,500 of
nimmon Shans

lhe procenh from the offering will be used to fund some or all of the Company's planned capital expenditures and

for general corporate pur| wises, whic h may include mjuisitions, investmmts and the irpaymerit and/or refinancing

of debt.

On lebruary 4,1W7, the financing closn! and the Company receivnl Sion milhon, representing the net pro < reds on

the sale of shares an(i the first instalment on the convertible debenturts The sc<ond instalment on the ninvertible

debentures of SIM7 milhon is due on or beforr I:chruary 4, IWa

Crnht Isihty

The Company has antpted an offer of finaming from three major North American banks to fully undern rite a five-

year revolving (n dit facihty of U555(o million, or the Canadian equa alent. This facility will repla<c the Company's

existing 5123 million lines of credit.

i. ,
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< uinuo aiter8h appn>Umalcly %0nio tonnn of finely M NOU kr i

Cathode < opper h pniduws; riiher liy 'nnlud cue an plunl.11u on is in atal
lhe calculatal amount of mairrial in a

ripinnvinmng or eks inm iming, at ( crni I"' d PC'E"d "I dPP'"U *dI"If "i"C rmneral dr|mut, based <m hmited drill
( ohirado, l ) Icc tmninning. In the '""nda nith a urak .uid solution whu h. information and willueut suf fk irnt
rintnminmng pnuew, copper containnl uith Hu awhtanw of natural basierial inhnkal or nonomu wrtainty to qualify
m a sulphush asid-<opper sulphatr acinity. iradus the t opgu r Inun the ore.

.n a nsent. As usnl by Rm Algum in thh
solutum h nt ovenil in an rht1nJylu u l!. regmrt, this intludes measunsl indkatnl

''"lies tru current ihms betun n a lead and infernil nsoones
g anode and a stainicu birrl cathode, lhe lunihin Metal tu hange.

plaimg the s opper out onto the catluule. xt<in i es n asi

utlaist sc.n ai< oal
Pen ent of the total soniainni mineral

< < i oi s o k ato
Coa' whuh h su table for pnurwing into salues in ore whuh are nuntrn! in the

Lonest grade of mincrolked matgrial toke for use in stivl pnnhution milkng pnu rss.
which is conudered r<onomu for mme
planrung and aahulation of ore nserves. MHiiNG siinIsH Nis

A treatment prorcu involving line Pnuro of snaking payment for shipmenh314 ( i ki ns IN NIN(.
gnndmg of orr. of metals. usually ahrt dehvery

her *Caduule Copper".

t 8% HH u ak s in riisi
'"""""

A mineral whic h has been oudved- Metamorphosed hmestone or dolomitic
A milhng pnuaw in uhkh some mineral Oddation tends to make mairnal more nub commonly fornusi near an igneous
partkh s are mdumi to lutome attadust poniu' ininiuon.

to bubbles and ihmt, and others to unk,

thus comrntratmg ihr valuabic mmerals P Mani i i 'PPI k 08 H 8' u ns 4 x: i x igat inis,

and separating them from the norihk" The porhon of n hned topper / gold 4gyg%g%gg,grninrrals,
(oiltoined in c onc entrole Ior % hH b

an inlCrrned8atC OrkdnH soIs a nt to
payment r, made by the smelter /n finen, n mmr topper from the wlution whkhas sn rr meu i:,u oiu.
aher .illounn s for rnovery, dnhutions n,.ula from h ding

A process mvolving pumpmg an ami other c ommenial fattors

ronronmentally bemgn solution of nater u a runo
and wahum bkadurkileihmn an siyn1xm ri su ein n

nell where it flom through the depout. A com]uiund of sulphur and some other
Generally a large body of intrmive r<uk riement.thwilung uramum. Ihr uranium-branng
cont.uning retaintly large c rvslals in a

solutum h pumgust to the surfa<r where
line-gr.unni gneundmaw sreo u su u s ewnithe uranium h nunrntiimm the wlutmn

ju uru leadung generally im hmer ragutal Prke n1 rived for product on the openg,yg,,
and operatmg rush bnause it not only market rather than under long Irrm
replaces more capital mtensist rnining * **W d WE d *"bn s ontract

in hniqun. but also bypawn a large uhu h can in estnu1nt pnhabk clawdud

portion of the tradaninal milhng pnutss anonhng to du kul of confulenw that i uni u s

aan be plunt in the data. Pnnrn nscaris

iiM eHw h.nr turn sampled nienshrly by closdy ihr nsidue from an ore pnurwing plant
after all c< onomic a'ly rec an orabicspawd drill h dn or deirloped by

1he pnueu by whuh a soluble mineral '

minerals in ort have turn extratinlundergmund workings in suffiornt th tail
can bc <xonomually rnovend from ore

w obian a Wh k nl of confidnur m h-by dnsolunon i MNIUM 8 M 133%Iesttrnale of gradr dnd tonnage; probdble

resents cannot be tstunated wah the same lhe l'ranium Lschange Company is a
''"""#

<k gnr of uenikk-nce bnause thes h.nr not uramum amt furt scrucrs bn.kcrage and
As med at Cerro Colorado, Ira < h pads are turn sampkti in the same detail *Rnent<. consubmg firr ..nuti publhhes u. onium
polyethylene-Imed surfaces about half a as used by Rui Algom m tius repu1 only market prh e indic ators and Thr l's
uluart Lilometre in area r.uh. on whic h un kuk pnnra and pnitubic risenn. turkly, a nn sk tier on uranium.
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1. A R N I N G S

inallunnof ramenn Adlare 1996 1993 1994

I
Revenue 5Lil33.3 $ 1982.3 5 !.!(H
Cost of mine production and metal saks 1,420.4 1.466.9 780.9

Sciling. general and administration 204.11 229.3 173.7

Other innsme and intestst expense 17.9 G.9) (10.1) i

Depreciation and amortiution 3 11. 3 54.1 41.2
13.6 ft7 e9liploration

_1,717.2 1,7R1 993 C
Eamings beforr taxes, minority interest and discontinued operations 116.3 2292 113 ')

Income and mining taxes 30.0 98 9 43 e~
l'.arnings from runtinuing operations. before minonty interest

in subsidiary companics 66.3 130.3 06
Minority interest in net camings of subsidiary companics 0.1 49 ,.7

1 IMmings from continuing operations 66.2 125.4 t :.9
Discontinued operations, net of tax 34.2 70 '3
Eamings before extraordinary items 100A 152.4 >.

Extraordinary items - - -

Net earnings $ 100.4 5 132.4 5 7J 2_
l'H()l)L T il()N 11 AI A
tmillums carryt potash. umiand Merb

Cathode copper (pounds) 130.fi 80.5 58.5

Copper in conc entrate (poundsf 110.1 116B 1192

Uranium in romrntiate (pounds) 1.2 2.0 IB
Molybdenum in < onrentrate (poundsf 1.0 1.2 12

Potash (thousands of tons) - - -

Coal (thousands of tonnest 544 538 5 44

Tin in ronrrntrate (pounds) - - -

Steri (thouunds of tons) - - -

h Algums dwr

I I .*s A N C I Al ll A I A
tuullums of Cana4an adian ruryt per sharr datan

Per common sharc
Net earnings 5 1 .11 2 5 2.35 5 1.48

Dividends 0.70 Olio 0I0

Equity 20.39 18.90 17.37

Working c apital 554.0 498.3 563.0

Plant and equipment 471.9 461.7 425.5

Mining properties 400.2 391.1 402.7

htal assets 2,0!!7.4 2.2604 1,976.5

Return on average total assets 4.6%. 6h 41%

Redeemalde preferrine shares - - -

Long term debt 3tt9.3 426.5 279.2

Advances imm Ontario flydro - 246.6 257.1

Net rapital expenditures 77.3 107.7 761

Common shareholders' equity 1,141.6 984.0 902.4

Retum on average common shareholders' equity 9.3ao 14u% 9A

on til x l>AI A

Common shares outstandmg(millions) 36.0 52.1 52.0

Number of emplo3res 2,337 2,763 2,810

Price range of common shares
high 5 32.25 5 29.625 ; 77.123

low 5 23.375 5 22.625 5 21/n
.
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1993 1992 IW1 IWO IVUV 1988 1 9117 1986

992[5 ft46 5 5 791 0 $ 815 9 5 9332 5 1,2303 51,5345 51.1566 5
650.6 5873 6010 6W,2 Y742 1,1372 119 0.5 784.7
1477 139.9 159 1 134.3 143.2 li3/> 129,1 114 1
( 3 5 .11) (fili) (12.1) (45.2) (54 6) UO.4) Ul.2) (179)
29.1 27.6 28.6 270 25.4 29.1 28 4 29 4
82 11.9 111 5 14 9 11.1 74 57 il

799.8 T>H I 7771 fil74 1.119.5g 1,V O Y 1,0i03 9154
46.7 %9 3611 1318 1512 227/> I26. I 76.6
14(, 163 7.2 41.1 46.8 91 9 2 15.1 14 3

32.I 204 29/> 94 7 84.4 131.7 98.0 62.3
13 13 07 09 54 29 1 13 5 11 4

3011 19.1 2 11. 9 Vill 81.0 102.6 164 3 50.9
31 203 (4 4) (6 5) (33 4) 12.1 8I. 59.0

319 394 243 117 3 47/> I i4.7 911 89.9
- - - - 233 19.7 - (19 7)

5 55.9 5 394 5 24 3 i 5 !!73 i 5 711 5 154 4 5 911 5 70.2

. . _ j _ _ _ . _

116 0 1263 1270 115.1 79/> 160.0 1514 172.1
1 11 1.9 1.5 43 5.9 6.5 70 8.2
13 1.3 13 13 1.0 1ft 2 11 6.2

713 1,071 1,020 ]JE9 758 608 671 1%I
522 464 470 447 435 647 u,3 693

- - 9 11 8.6 77 6.8 - -

- - - - 129 246 241 217

5 0 73 5 0 83 5 0.11 5 1.93 5 138 5 3.02 5 2 12 5 1.58
010 0 70 703 1.03 0.93 0.70 0.63 0 65 -

141til 14 43 13 ft4 2024 1936 11192 16.74 1543
'

5 37.6 560.9 4(X).] 71 6.9 6202 671.9 6933 710.1
2060 ?I41 211.9 2082 183.5 24215 256 4 2093
lut9 1662 173.5 11Z.5 209/> 128.9 143 0 152.2

1,693.0 1,711.2 1,590l> 1,9110.6 2.f ut4.9 2J)943 2,082 1 2.054.1
1.9% 23 %! 13 % 420o 33% 63% 4 41o 53%

26.2 264 264 26.7 54 4 331 361 16 0
229.0 942 1 73 24.1 31.0 40.0 577 106.7
2683 2731t 2844 293 0 2W7 5075 312.6 321.9
226 4 1434 213 21.9 4fl3 79 1 48 9 11/>
630l> 6322 6032 8852 846.6 8274 715/> 6583

50% 6(Po $ (Po 911% H200 171 % 152 % 103 %

45 7 417 417 43 7 11 7 417 42t> 42I,

2.373 2.996 3,178 3,471 4.902 7,926 7.981 8.W,8

5 22.73 5 1830 5 22.83 5 22.873 5 2700 5 23.00 5 2330 5 281K)
5 1700 5 15125 5 1423 5 16 00 5 22.25 5 1823 5 1330 5 19 00

,limnty On
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The I:lhot lake uranium operations, of which the last operating mine, Stanleigh. < rased operations effedive June 30,+

,! IW6, an'shosvn as discontinued operations. The Quitke and Panel uranium mines at Elliot 12ke urre <losed in 199a
!

j lhe Company sold its 6am intenst in Atlas Steels Linuted of Australia in IW3.e

1
_

The Cerro Colorado Mme (ommen(cd commenial production in June 1991 Pnxceds from the production of R6 million {{+
y

pounds of cathode topper prior to that date were crnhtni to the original capital cost of the pmject.
}
j The potash operations, w hic h were auluired in 1984. nrre sold in October 1993 and are shown as discontinued.

{ operations
s

3

j Copper and molybdenum production figuns are not comparable because of the 1988 norganization of Inrnes Moung+

j Corporation Itd. and the 1991 < onversion of a small royalty intenst in the liighland Valley Copper partnership
:

The tin operations urre closed down in 1992 and are shown as disc onlinuni operations.

A sptrial thridend of 56.25 per common sharc was paid in IWI.
_

j e

3

| lhe Corporation adopted the CICA auounting polny for site restoration and related obligations prospa tiselye
1

| Irom IWa
i
1

Steel manufacturing operations nerr sold in 19894 .

.

}
;

i

't

_.4
C

t

).

! o
j

.

I

1

}
;

!

1

_

1

4

i

{
0:

!
I

i

i
t

;

i

i

- - ,

. lim [y .5
{ , 2 , ,

!'



. - _ - - - _ _ -

*
.

A'
s

.

J

.OUARTERIX ebNANCIAL hATi,\

l'irst Second Thial Fourth
<m mellu,m ogomulum ,l. u,n n,qn per .lunr ew Quarter Quarter Quarter Quarter Year

1996

Rn enue $ 479.9 5 473.4 $ 443.7 $ 434.3 $ 1,1133.5
Earnings from continuing operati<.,ns 21.4 19.3 14.0 11.3 66.2
Net earnings 23.0 20.7 14.0 42.7 100.4
Net camings per <urnmon shan from

continuing operations 0.40 0.*ii O.23 0.20 1.20
Net earnings per common sharc 0.43 0.37 0.23 r17 1.!!2

1993

Revenue 5 3(4.4 5 561B 5 561.1 5 410.0 $ 1982.3
Earnings from (onlinuing operations 34 4 33.2 26.6 312 123 4

Net camings 36.1 34 6 274 34 3 132.4

Net carnings per common share from

continuing o[rrations 0/4 0.64 0.51 Old) 2.41

Net carnings per common share 0.70 OI4 0 53 OI4 2.53

bbRPORATE eko\'ERNANCE

in 1994, the T5E Report on Corporate (,overnance rnommended that the Toronto Stock Exchange adopt as a hsting

requirement that each hstnl company incorporated in Canada be required to dulose information relating to its system of

torporate governance with reference to the guidehnes set out in the TSE Report. Rio Algom supports ther initiatives and
is committed to maintaining a icodership role in the area of corporate govemante.

..

Rio Algom's dint 1 ors and management have rrsponded to the nml to establish fonvard-looking governance pohcies and to

constantly evalual' and muchfy them to ensure thcar effnnrness. Rio Algom's disdosurr is set out in the Management
information Circular relating to the Company's April 23,1997 Annual Meeting of Shareholders. This disdosure statement has

been prepared by the Corix> rate C,oveman<c Committee of dic lioard and has lxrn approved by the Ikiard of Directors.

,
..

<limty .%
u n . a . .. . u , i u n n

-- _ _ _ _ _ - - _ _ . _ . . . _
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smrK | Aril ANC.1 l l %'l l N (. % . Nil A Ri llOl l>l R I NQ t 'j R j l s |plV|l)| N J)s hty
Common Shans (symbol RO.\1) Inquiries nith respect to dividend in rnent yeats, Rio Algom has paid I
Toronto, A1ontreal. American payments, lost dividend <heques, common share dividends on a semi-
Instalment Rncipts - Debentuns changes of address or registration, annual basis. The payments of such
(symbol RON1i) lost sharc <crtificates and tax forms dividends in future years must
loronto, Atontreal should be dinttn! to the Stot k nn(ssarily be determinnl by the

Transfer Department of Atontreal Boani of Dintiors of the Company in
R 1 (.1 % l R ARN AN I) iR ANhlI R Trust at any of the (itics notal, or to light of future carnings,|inancial
M,3NIs the following: requirements and other relevant

The Aiontreal Trust Company factors. The Company's ability to pay
The llank of Nova Scutia Trust future divi lends may, in <criain

" ' "I
Toronto, Atontreat, Winnipeg Regina,

,

circumstances, also be oficctal by

unnants nintainn! in theCalgary and %ncouver A.cw York, NY lixxV'
Company's syndicain! line of credit

The llank of Nova 5(otu ldephone:(212) 223-3427
ogm. men.s. At current and projected

'212)225 4 436Trust Company of New York operating and c(unomic levels, these
New York, NJ. are not expected to prevent themfer Department

Montreallrust E#E*""' ""'*"'# ' #"

151 front Street West

loronto, Ontario A1312NI

ldephone: (416) 981-9300

l'ar (4161981-9f kl0

I NYi si( >R RI I All()N N

for information about Rio Algom

and (opics of the annual and

quarterly reports and other corporate

pubhcations, contact:

Corporate Affairs

Rio Algum Limited
Surte 26fK),120 Adelaide Street West

Toronto, Ontario A13111W3

Telephone:(416) 3M-4(xK)

l'ar (416) 36M870

. Ja.anty . naaw
,

_ _ _ _ _
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hl'lillATING CATIONS

Al l N I N G 1 X i' l () R A l l G N M l'l Al.S !)l % 1 R i n t'l l O N

C. Kill) O'CoNNORp g g, g, g
NORIll AMI RICAN MI.lAl.S

E"*IdC"'
D151 RIO UllON G ROUl'

Pioxo Can1xo B Kio Algom L ,lom be inc.
"" " " "'"'President Suite 2400

ChdI""d"Onnpunia Alincra ferro folorneio Linnita<la 120 Adelaid ' st West

im Udiinas Si,11th floor loronto, C itano %1h Amcticun AIrlak Distrilrulian Groulu
.

Providen(ia Canada M!!! IW1
, , ,y ,y g ,, hw.

Santiago, Chile leicphone:(416) i6144til
1 m ti c Vi Pn 4 dent

1clephone:(16)(2) 231-2781 Ias:(-116) 36144140
(Northern Division)

Ias:(16)(b 211-0262
i'i"* At#'"I b""'hnm

1)uin L linisuos i.x Aralion Alanager, North America
Mu nui Rin in mx

Prtsident Rio ,11gom f.gilornlion luc. Mulin VimPmidem
liighfarul ralley fogrper 409 Granville St., Suite V(xx1

(Soudu rn Dividon)
P.O. Box !300 Vanmuver. Il C.

Pimcul AfrlalGno h
1.ogan laLc, liritish Columbia Canada V6C IT2

Canada VOK 1Wo Tricphone:(60416mk3646
gg;ggy.,. iran Aidah Dhlrilention hinp

lclephone:(604)171-2441 l'ax: ((X4) (49-0447
FinW! AIdalGM

Ias: kWM)173-3290
433 83W A'em NM'

P:11R 1:. I Ki t so 13ploration Atanager, South Amerita nincapo nnmta M

l ''S.A'Chairman and President Compimia Alinens Kiodzilc4 S.A.

Almcra Alumlorcra Listufal lose Antonio Sullia 2747 lclephone:(612) 717-9tu).

Ias:(612) 717-7168Adolfo DavN ~,) Suite 404, Providenn.a

inft 206 Santiago, Chile
Wu n m i Piil u n L

i107 !!urnos Aire.. 1clephone:(16)(2)234-Im!7
P s dent

Argentina 1ax:(56)(2) 234-2466
3,ga,37;gy3,ng,

1elephone:(34)(1)i42-0744
. 161 The West Alall

Tax:(14)(1) 545-6230 Mumii inu u

liploration Alanager, Argentina
Canada Al9C4V8

UR^N8UM Kio Algum lhploratuns lac
lelephonc:(416) 622-5100Granaden>s . ...im

- lax:(416) 621-3614RoniRi P ini Alendo/a A00

j Presiden! Argentina g yg g p,g
Kio Algorn Alining Corp 1clephone:(34)(611297449

General Alanager
Quinim Alming Company Iax:(54H611257-232 , y,,,n,,_3,ga, $3 97 g 3,.
b"ilf 323

6103 Waterford floulevard U N U k""* Caue L. Zapata N" 21

Col San )cronimo^"\ ^"'" '''Oklahoma City, OK 731lik!Ili
(,5 g- Kio Algom.bucuant delIHu 'lepedulm.1Llnepanda. W)vo

. Lstado de Alexico
1cle ihone:(403HWik1190 ^" I"' C""'l*'''"I"'C' 948

.Ich. phone: (12)(3)i61-WhW)
l'as:(403) H4fb|2(Ni 5"d d' bd" "'

Ias:(13(1)197-M n-Lima, Peru

'Irlephone: (ill (Il 441-94(Mt

Iat:(il)(I)442-4833

hven19. . ime

.

__
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blRI:CIORS AND .NiiCUTIVli hlTICI:RS
'

i ,

I

f DIK14 stRs ise( t s iv e esinit i i: s ;
,

1

0.4ikin is C. (,x u 334 (bigin is (~. (;u u

i

| Chairman of the lloant Chief Lxecutive Ofikrr ' s, g*
Rio Algom Limited I ,

'
iDosuo A ( i usuu.jon,nto

Executive Vin-Pnsident, n u.. A o sni.u. o,,,s 4 n o, ses

'

,
I sui s I th u o il.' Mining Operations

'

I Corporate Director .

< v ]l'"'' A II Ih '"Niagaia-on-the-1;ike, Ontario
- ' > fVice-President,

:

| Woisni1.I'n.unoto m General Counsel and Secretary ['

j, F -

|
Corporate Director

( "k" R ( "' \" ( ~" li o a = i-s a bow ,

Dublin, Ireland
!Vice-Praident,

Di ki A II. Ih usn "* Corporate Affairs f. |-
[

[ Chairman f g. |

I """ " A I " " " i- 4

|
llell Canada international In(, '

Yi"" President, V
4 Montreal '

| '

Iluman Resourus
'

'

4 Lou '~i "me sie, nio s hm n i

ARot s It || u si s IA4I. |

I N3 3 h I d''W 'k n )
|

Corporate Director >Vitt-President.
| Toronto

Exploration .g
9'

D uin 4 K li n.inos ou
SI" " VI '' P " k'8'

Professor Emeritut
-

i

3 VI"'E'isident and'
University of Western Ontario ' ' " ' " * " " " " ' " ' " ' '

Chief financial Officerinndon. Ontario
|

III I" '' V"
CiHis .\ Al u u ! u 154 6

V u-Persident,
Retimi

Corporate Development i unytny Comnuni,
Toronto

i ,

! Willint A \lv tu ps u p 243A
- Nd N

5^3d"'8""""'""'""""'"C"'"l***'"
- Viu-President,'

President Comnunce
EnvironmentW.A. Manlonald Associates Inc.

Toronto 5 IN nuun e investment Cumnuner

Risss j 1i gst g 4 % 6 f.nvironmental. llcalth F Nifety Commithy

Chairman f or further informahon turwernmg the dirtrtors.

"",r innulmhip on the s.annin ik.an) ininnunns
Censtar 1rnestment Corporation is,rjuerair sivaiviunte aini other matitw ple.ise n liv

$an francisco. Californ.ia in the Nuhic of Annual Alnling arul anom|unying

Alewement inlomwinin Cinular which er mailnll '.S.A.
to shan luMers mth Llus Annual Report

)i Alp it u i 11 Wilsins 46

President

; Michael Wilson international

f loronto

;

s le venffy a lir
in , . s o m i nu n i,

l_ . _ _ _ _ _ _ _ _ _ _ _ . . _ _ _ _ _ . _ _ - . _ ___ _ _ ._ __ . __-._._. _. _
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lhe Annual Meeting of Slwrchoklers

of Rio Algom Limited will be held on

htmvlay April 25. IW7. at 10.30 a.m. ,

'
(Toronto tinx4 in !!allroorm 1 and 2.

Tomnio flitton llotel 143 Richmond
Strert ht. Toronto, Ontano. Canada.

I
i

M I() A| (. () At f8 Nil || |)i

l'nwlurtaim:Italmi AlaMend (e h

I.Wm. hew b ihmineub IInagn
Suite 2600,120 Adelaide Strect West

en.wip i tw,,,,,pi.rw n ,4.,,
Toronto. Ontario Mill lW5imuim :1. og irdir w f-e t= *,,n

Ivr=vituw (er 6,arleek Telephone:(416) 367--1000a
#wnw M.n ui. un errysw p pm inus vnies d+ tuci n kt faic (416) 365 '5870
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