"Rio Algom Limited

October 29, 1997

Mr. Joe Holonich, Bianch Chief

Uranium Recovery Branch

Division of Low-Level Waste Management
and Decommissioning, NMSS (5 E2)

Nuclear Regulatory Commission

11555 Rockville Pike

Rockville, MD 20850

Re:

Rio Algom Mining Corp.
Parent Company Guarantee
Lisbon Facility, SUA-1119, Docket No. 40-8084

Dear Mr. Holonich:

Giuarantee made this 29" day of October, 1997 by Rio Algum Limited, a corporation organized

under the laws of the Province of Ontario, herein referred to as "guarantor”, to the United States
Nuclear Regulatory Commission (NRC), "obligee” on behalf of our subsidiary Rio Algom Mining
Corp. (RAMC) of 6305 Waterford Bivd., Suite 325, Oklahoma City, Oklahoma, 73118, NRC License
Number SUA-1119.

Recitals

Guarantor has full authority and capacity to enter into this guarantee under its bylaws, articles of
incorporation, and the laws of the Province of Ontario, its Province of incorporation. Guarantor has
Lpproval from its Board of Directors to enter into this guarantee.

This guarantee is being issued to comply with regulations issued by the NRC, an agency of the
Uanited States Government, pursuant to the Atomic Energy Act of 1954, as amended, and he
Energy Reorganization Act of 1974, NRC has promulgated regulations in Title 10, Chapter | of the
Code of Federal Regulations, Part 40, Appendix A, Criter:a 9 and 10. These regulations require
that a holder of a materials license issued pursuant to 10 CFR Part 40 provide assurance that funds
will be available when needed for required decommissioning activities.

The Guarantee is issued to provide financial assurance for decommissioning activities for RAMC's
Lisbon Facility NRC License No. SUA-1119 as required by 10 CFR Partd40. The
decommissioning cost estimate for this facility is $3.579 million.
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Guarantor meets or exceeds the following financial test criteria under Alternative [ and agrees to
comply with all notification requirements as specified in 10 CFR Part 40, Appendix A:

(a)  Guarantor's tangible net worth is at least $20 million dollars.

(b) Guarantor's tangible net worth and net working capital are each equal to or greater than
cix times the sum of the current decommissioning cost estimates,

(c) Guarantor's assets located in the United States - ~ount to at least six time: the sum of the
current decommissioning cost estimates; and

(d)  Guarantor meets the following financial test ratios: a ratio of total liabilities to net worth
less than 2.0 and a ratio of current assets to current liabilities greater than 1.5.

Guarantor, through subsidiaries, owns 100 percent of the voting stock of the licensee covered by
this guarantee (Rio Algom Mining Corp., Lisbon Facility, License SUA-1119). Guarantor also
certifies that the licensee for which this guarantee is being made has a positive tangible net worth,

Decommissioning activities as used below refers to activities as required by 10 CFR Part 40,

.....

For value received and pursuant to the authority conferred upon the guarantor by resolution of its
directors, a certified copy of which is attached, guarantor guarantees to NRC that if the licensee
fails to perform the decommissioning activities required by Licensw No. SUA-1119, the guarantor
shall:

(a) Carry out the required activities, or

(b) Set up a trust fund in favor of the above identified beneficiary in the amount of the current
NRC-approved cost estimates for these activities.

Guarantor agrees to submit revised financial statements, financial test data, and a special auditor's
report and reconciling schedule annually, within 90 days of completion of the Auditor's rep.rt on
the parent company guarantor’s fiscal year or as required by license condition.

Guarantor agrees that if, at the end of any fiscal year before termination of this guarantee, the
guarantor fails to meet the financial test criteria, the licensee shall send within ©0 days of the end of
the fiscal year, by certified mail, notice to the NRC that the licensee intends to provide alternate
financial assurance as specified in Appendix A of 10 CFR Part 40. Within 120 days after the end
of the fiscal year, the guarantor shall establish such financial assurance if RAMC has not done so.

The Guarantor also agrees to notify the beneficiary promptly if the ownership of the licensee or the
parent firm is transferred and to maintain this guarantee until the new parent firm or the licensee
provides alternate financial assurance acceptable to the beneficiary.

Guarantor agrees that within 30 days after it determines that it no longer meets the financial test
criteria or that it is disaliowed from continuing as a guarantor for the facility under License Number
SUA-1119, it shall establish an alternate financial assurance, as specified in 10 CFR Part 40,
Appendix A, as applicable in the name of RAMC, unless RAMC has done so.
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12. Guarantor as well as its successors and assigns agree to remain bound jointly and severally under
this guarantee notwithstanding any or all of the following: amendment or modification of license
or NRC-approved decommissioning plan for that facility, the extersion or reduction of the time of
performance of required activities or any other modification or alternation of an obligation of the
licensee pursuant to 10 CFR Part 10.

13. Guarantor agrees 1o remain bound under this guarantee for so long as RAMC  ast comply with the
applicable financial assurance requirements of 10 CFR Part 40, Appendix A, for the previously
listed facility, except that guarantor may cancel this guarantee by sending notice by certified mail
10 the NRC and to RAMC, such cancellation to become cffective no earlier than 120 days after
receipt of such notice by both NRC and RAMC, as evidenced by the return receipts.

14. Guarantor agrees that if RAMC fails to provide alternate financial assurance as snecified in 10 CFR
Part 40, Appendix A as applicable, and to obtain written approval of such assurance from the NRC
within 90 days after a notice of cancellation by the guarantor is received by the NRC and RAMC
from the guarantor, guarantor shall provide such alternate financial assurancz in the name of
RAMC or make full payment under the guarantee.

15. Guarantor agrees to be jointly and severally liable for all litigation costs incurred by the NRC in
any successful effort to enforee the agreement against the  arantor,

16. Guarantor e vressly waives notice of acceplance of this guarantee by the NRC or by RAM(.
Guarantor also expressly waives notice of amendments or modification of the decommissioning
requirements and of amendments or modifications of the license.

17 If the guarantor files Financial Reports with the U.S. Securities and Exchange Commission, then it
shall promptly submit them to the NRC during each year in which this guarantee is in effect.

| hereby certity that his guarantee is true and correct to the best of my knowledge.

Attest: RIO ALGOM LIMITED
‘ y \
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David J. Kavanagh Palru:k M. James

Assistant General Counsel Prgsldcm & CEO

Attest: c/s
~&—- ‘/L L L ("' / /‘\’ft) o

David ). Kavanagh = John/A. H. Bush

Assistant General Counsel e-President



RI10 ALGOM LIMITED

CERTIFICATE

I, DAVID J. KAVANAGH, Assistant General Counsel of RIO ALGOM
LIMITED (the “Corporation™), an Ontario corporation, do hereby certify that the
following resolution was duly pas-ed at a meeting of the Board of Directors of RIO
ALGOM LIMITED held on October 29, 1997 and that such resolution remains in full
force and effect, unamended:

“BEIT RESOLVED:

THAT the Corporation guarantee to the US. Nuclear Regulatory
Commission (“NRC™) the potential reclamation liability of the
Corporation’s wholly-owned subsidiary, Rio Algom Mining Corp.
(“RAMC™) in its Lisbon Facility, Utah uranium facility up to the amount
of US. $3,579,000 in accordance with the terms of License No. SUA-
1119, Docket No. 40-8084 issued to RAMC'; and

THAT the form of guarantee annexed to this resolution as Schedule “A”
be and is hereby approved for execution on behalf of the Corporation
substantialiy in the form attached with such changes and amendments as
the persons «xecuting same may deem necessary or appropriate, and that
the President be and they are hereby authorized to execute such guarantee
on behalf of the Corporation; and

THAT the Corporation be and is hereby authorized, in the event the
guarantee is not accepied by the NRC, to provide such other form of surety
of the potential reclamation liability of RAMC, to a maximum of
U.S. $3,579,000 as the NRC may approve; and

THAT the proper officers of the Corporation be and they are hereby
authorized to perform all acts and execute all documents as may be
required in order to give effect to the foregoing.”

DATED at Toronto, Ontario as of the 29" day of Octcber, 1997.

s ; /
Drecsos 4

David J. Kavanagh
Assistant General Counsel

FAHOMEWPARENT COMPANY GUARANTEE 190




SCHEDULE *A"
October 29, 1997

Mr. Joe Holonich, Branch Chief

Uranium Pecovery Branch

Division of Low-Level Waste Management
and Decommissioning, NMSS (5 E2)

Nuclear Regulatory Commission

11555 Rockville Pike

Rockville, MD 20850

Re:  Rio Algom Mining Corp.
Parent Company Guarantee
Lisbon Facility, SUA-1119, Docket No. 40-8084

Dear Mr. Holonich:

Guarantee made this 29" day of October, 1997 by Rio Algom Limited, a corporation organized
under the laws of the Province of Ontario, herein referred to as "guarantor”, to the United States
Nuclear Regulatory Commission (NRC), "obligee" on behalf of our subsidiary Rio Algom Mining
Corp. (RAMC) of 6305 Waterford Blvd., Suite 325, Oklahoma City, Oklahoma, 73118, NRC License
Number SUA-1119.

Regitals

1. Guarantor has full authority and capacity to enter into this guarantee under its bylaws, articles of
incorporation, and the laws of the Province of Ontario, its Province of incorooration. Guarantor has
approval from its Board of Directors to enter into this guarantee.

2. This guarantee is being issued to comply with regulations issued by the NRC, an agency of the
United States Government, pursuant to the Atomic Energy Act of 1954, as amended, and the
Energy Reorganization Act of 1974. NRC has promulgated regulations in Title 10, Chapter | of the
Code of Federal Regulations, Part 40, Appendix A, Criteria 9 and 10. These regulations require
that a holder of a materials license issued pursuant to 10 CFR Part 40 provide assurance tha .nds
will be available when needed for required decommissioning activities.

3. The Guarantee is issued to provide financial assurance for decommissioning activities for RAMC's
Lisbon Facility NRC License No. SUA-1119 as required by 10 CFR Part40. The
decommissioning cost estimate for this faci'ity is $3.579 million.
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Ciuarantor meets or exceeds the following financial test criteria under Alternative | and agrees to
comply with all notificatio~ requirements as specified in 10 CFR Part 40, Appendix A:

(a) Guarartor's tangible net worth is at least $20 million dollsrs.

(b) Guarantor's tangible net worth and net working capital are each equal to or greater than
six times the sum of the current decommissioning cost estimates:

(c) Guarantor's assets located in the United States amount to at least six times the sum of the
current decommissioning cost estimates; and

(d) Guarantor meets the following financial test ratios: a ratio of total liabilities to net worth
less than 2.0 and a ratio of current assets to current liabilities greater than 1.5,

Guarantor, through subsidiancs, owns 100 percent o: the voting stock of the lice -~ e covered by
this guarantee (Rio Algom Mining Corp., Lisbon Facility, License SUA-1119). Guarantor also
certifies that the licensee for which this guarantee is being made has a positive tangible net worth.

Decommissioning activities as used below refers to activities as required by 10 CFR Part 40,
Appendix A, for decommissioning of facilities identiried above.

For value received and pursuant to the authority conferred upon th= guarantor by resolution of its
directors, a certified copy of which is attached, guarantor guarante2s to NRC that if the licensee
1ails to perform the decommissioning activities required by License No. SUA-1119, the guarantor
shall:

(a) Carry out the required activities, or

(b) Set up a trust fund in favor of the above identified beneficiary in the amount of the current
NRC-approved cost estimates for these activities.

Guarantor agrees to submit revised financial statements, financial test data, and a special auditor’s
report and reconc’ling schedule annually, within 90 days of completion of the Auditor's report on
the parent company guarantor's fiscal year or as required by license condition.

Guarantor agrees that if, at the end of any Jscal yea, before termination of this guarantee, the
guarantor fails to meet the financial test criteria, the licensee shall send within 90 days of the end of
the fiscal year, by certified mail, notice to the NRC that the licensee intends to provide alternate
financial assurance as specified in Appendix A of 10 CFR Part 40. Within 120 days after the end
of the fiscal year, the guarartor shall establish such financial assurance if RAMC has not done so.

The Guarantor also agrees to notify the beneficiary promptly if the ownership of the licensee or the
parent firm is transferred and to maintain this guarantee until the new parent firm or the licensee
provides alternate financial assurance acceptable to the beneficiary.

Guarantor agrees that within 30 days after it determines that it no longer meets the financial test
criteria or that it is disallowed from continuing as a guarantor for the facility under License Number
SUA-1119, it shall establish an alternate financial assurance, as specified in 10 CFR Part 40,
Appendix A, as applicable in the name of RAMC, unless RAMC has done so.
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Guarantor as well as its successors and assigns agree to remain bound jointly and severally under
this guarantee notwithstanding any or all of the following: amendment or modification of license
or NRC-approved decommissioning plan for that facility, the extension or reduction of the time of
performance of required activities or any other modification or alternation of an obligation of the
licensee pursuant to 10 CFR Part 40.

Guarantor agrees to remair bound under this guarantee for so long as RAMC must comply with the
applicable financial assurance requirements of 10 CFR Part 40, Appendix A, for the previously
listed facility, except that guarantor may cancel this guarantee by sending notice by certified mail
to the NRC and to RAMC, such cancellation to becomy effective no earlier than 120 days after
receipt of such notice by both NRC and RAMC, as evidenced by the return receipts.

Giuarantor agrees that if RAMC fails ‘o provide alternate financial assurance as specified in 1¢ CI'R
Part 40, Appendix A as applicable, and to obtain written approval of such assurance from the NRC
within 90 days after a notice of cancellation by the guarantor is received by the NRC and RAMC
from the guarantor, guarantor shall provide such alternate financial assurance in the name of
RAMC or make full payment under the guarantee.

Guarantor agrees to be jointly and severally liable for all litigation costs incurred by the NRC in
any successful effort to enforce the agreement against the guarantor

Guarantor expressly waives notice of acceptance of this guarantee by the NRC or by RAMC.
Guarantor also expressly waives notice of amendments or modification of the decommissioning
requirements and of amendments or modifications of the license.

If the guarantor files Financial Reports with the U.S. Securities and Exchange Commission, then it
shall promptly submit them to the NRC during each year in which this guarantee is in effect

| hereby certify that this guarantee is true and correct to the best of my knowledge.

Attest: RIO ALGOM LIMITED

David J. Kavanagh Patrick M. James
Assistant General Counsel President & CEO

Attest: c/s

David ). Kavanagh John A. H. Bush
Assistant General Counsel Vice-P :sident
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Chile which will he completed in 1998. In addition, a major copper/zinc

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

ropper production significantly, 10 in excess ¢. 00 million pounds by the year
MMMMM'M_M'thWWy.

,leahomMopenum;dNonhAnm%fommh
distribution businesses. The North American Metal, Distribution Group is one
dﬂnhmdhrhnmdmhhmdmdmumonﬂ\emhwnt

: ,uwmmmuwdyheumdamonwmmm
2 wmmmc‘md.mdmw mmmm

COPPER PRODUCTION
 tvilhens of posireds)

10 :

o =

%
i

¥

Ll

TOV2I900 194 19, 6 1997 199 1990 00 2001 OO

" Actual
1t Projected

M ) 3 ’-_.
mmmwmmummmyum.
mmmummwpmmmu\ewmmmd~
‘ Amw/pldwmhmn.bﬂhdwhld\m-dduhdbbqh‘;
production in 1997 It has commenced a second expansion of its copper mine in -~

MmmM\dnwmmmc\m“uwM :

CONTENTS

Rio Algom Today )
Directors’ Report 1o Shareholders 6
Environmental, Health and Safety Policy 10
Mining Operations "
Mineral Ex soration e
Metals Distribution v
Financial Section

Glossary

Eleven Year Review

Quarterly Financial Data
Corpurate Governance
Sharehokier Information
Operating Locations
Directors and Executive Officens
" otice of 1997 Annual Mex ‘ing

2223338

z

Cover Screening plani at Rio Algow 's
Cerro Colorudo copper mime in Chile



A s s e IRy ks b tiie e R AR X o

Fhe Yfiaws Alccomrusnments

In 1996, net earntings declined, largely due to lower average mictal prices.

(nuhons except per share data) 1996 1995
REVENLY S 18355 § 196823
Operating profit $§ 16991 $ w7
Eamings from continuing operations ) 662 § 1254
Earnings from discontinued operations 342 70
NET LARNINGS S 1004 § 1524
Operating cash flow from continuing operations § 75.0 § 1885
Per share data:

Net carnings S 1.682 $ 255

Dividends S 0.70 $ 0

All dollar amounts in this report refer lo Canadian dollars unless otherwise slated

1996 was, nevertheless an exceplional year for Rio Algom. The Company:

& Increased copper production from the Cerro Colorado mine i~
Chile by 65% to 131 million pounds.

¢ Initiated a further expansion of Cerro Colorado’s annual capacity o
COMMON SHAREHOLDERS

to 220 million pounds. sQuITY
$ Milluowss =
¢ Succeeded in a joint bid for the Antamina copper/zinc property -
in Peru
& Participated in the managemeant of the 25%-owned Alumbrera
copper/gold projec ‘n Argentina, scheduled to begin operation el
in the third quarter of 1997,
& Began construction of a twe million pound per year uranium " -
leaching operation at Smith Ranch. Wyomting, scheduled to ctart up
in mid-1997
00 =
¢ Continued an active exploration program and, in January 1997
announced the discovery of an inferred 350 million *anne copper “ l]
deposit (the Spence deposit) in Chile. 00 - ;

& Successfully concluded over 40 years of uranium mining at
Elliot Lake, Ontario,

& Consolidated and implemented efficiencies at the US. metals
distribution operation, which had doubled in size in 1995,

Cone

Rity ALOOM
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COPPLE

Cerro Colorado East of Iquicue

Uperaling imuow Northern Chile

100% owned 1508 milhion pounds of cathode copper

220 milhon pounds annually by 1999

. S R RIS TRIII R, _,___...-_.-,J
Highland Valley Copper Highlard Valley arca 35.6% paninership 1101 milhon pounds of copper in concentrate
dperitling mune British Columinae 988,000 pounds of molybdenum in concentrate
Ko Algom s shan
Antamina Central Peru 500 iiterest
need exploration
PR ST P ——— ¥ B R Sy S T GURLY) SR pC e - A
S ¢ Deposit Northeast of Antolagasta 100%: owned
Advarnced explorshion Narthermn Chike
1 " . ' -
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By le Alumbrera Northwestern Amge Lina 25% owned of gokd by 199
Sarting up n j9ay Ris A s s shan
A A 5
URANIUM 2 milhon pounds of uranium by 1998
Smith Kanch Powder River Basin 100% owned
Sarting up in 1997 Wyoming
—— -
i LLURGICAL COAL
| Tumbler Ridge 29 1% joint venture 544,000 10nnes
peraling 1w Brtish Columine Rio Algom's share
b - -
! r Little Comwalls Island 25% rovalty interest 120,186 tonnes of zine in concentrates and
erifing im Canadhan Arctic INWT 28055 mudion tonnes of lead in concentrales
! . . T IR, ok
vd Mining Company Crandon, Wisconsin 50% partn. sshiy
i Arione
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QIRECTORS‘ QEPORT TO LII,{AREHOLDERS

For Rio Algom, 1996 was a year of major accomplishment and growth. Significant steps were taken to secure
the basis for future expansion of the Compa. 1y, to add shareholder value and 1o creale a new Rio Algom.

I.%y, Rio Aly m and

Inmet Mining Corporation
were  announced as the
successful bidders for the
Antamina copper/zinc property
in Peru. This partially defined
deposit has the potential to
produce over one million

Rio Algom’s
primary goal is

Cerro Colorado was brought
into production in 1994, In 1996,
the mine produced 131 million
pounds of copper, over 60%
more than the previous year
The increase resulted from an
expansion completed late in
1995. A number of successful

tonnes of copoer and zinc lo become operational changes made
concentrates annually. The ; ¥ in the year also improved
joint venture has moved ahcad Canada’s prenuer the leaching process and copper
rapidly with an aggressi: 3 recoveries. Late in 1996 Rio
US$39 million drilling program opper muung company Algom began work on
and feasibility study b * , - a further US$198 million

“ [ le}ear expansion to increase the mine's
initial results from this program annual rate of production to 220

were announced on February
26, 1997, with a new resource
estimate within a pit of 400
million tonnes grading 1.2%
copper, 1.1% zinc, 0.03%
molybdenurn and 13 grams per tonne silver. The deposit
remains open in a number of directions and drilling
continues,

Prior to September 1998 a decision will be made on
proceeding with the development of the deposit. Rio Algom
and Inmet have agreed to an investment commitment of
USS25 billion by September 2001, if a development dedision
is made. If the actual costs, which are currently projected
to be al least USSI billion, are less than USS25 billion, Rio
Algom and Inmet would pay 30% of the shortfall to the
Govemment of Peru, essentially as a defe. red purchase price.

In the latter part of 1996, our exploration team completed a
drilling program which confirmed our discovery of the
Spence copper deposit in Chile, 200 kilometres south of our
Cerro Colorado mine and 140 kllom: tres northeast of
Antofagasta. With an inferred resource of 350 million tonnes
averaging one per cent copper, this major deposit has the

potential to be a lamger copper producer than Cerro Colorado.

2002.

t }“I

million pounds by 1999,

Throughout 1996, construction

continued at a fast pace on the

Bajo ™de la Alumbrera
development in Argentina. The capital cost of the project,
excluding financing costs, is currently estimated to be
US$903 million. The sponsors (Rio Algom, North and M.IM)
have negotiated a USS670 million project financing with the
initial drawdown expected in March 1997 We expect
production to begin from this deposit in the third quarter of
1997 Our 25% interest is expected to contribute an average
of about 96 million pounds of copper and 137000 ounces of
gold to Rio Algoia’s annual production, with higher gold
production in the carly years.

Closure of Elhot Lake

On June 28, 1996, after more than 40 years of continuous
underground uranium production, Rio Algom hoisted the
last skip of uranium ore from the Elliot Lake arca. The
Stanleigh mine was the last of the ten mines operated by the
Company in the arca

To the men and women who contributed to the success of our

Rity M.OoM LI n
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Group retained, and in some cases increased, its market
share in all major product lines. The consolidation of the
extensive additional facilities acquired in 1995 continued
successfully, with no intenaption of service. Our metals
distribution business provides an exceptional retum on
capital = 21% in 1996 - and has been consistently

profitable with significant growth prospects.
Financial Highlights

Lower copper prices an' * ser prices ana margins in the
metals distribution business, in part offset by higher
production levels at Cerro Colorado, affected our 1996
results. Net earnings in 1996 were 31004 million or $1.82
per commaon share, while 1995 net eamings were $1524
million or $2.55 per common share. Revenue from
continuing operations in 1996 was $18 billion compared
to $2.0 billion in 1995,

The London Metal Exchange copper price averaged USS1.04
per pound in 1996 compared with US$133 per pound in
1995 The decline related to uncertainty over new
production as well as to trading irregularities ascribed to
Sumitomo Corporation. In 1996 Rio Algom's hedging
program helped mitigate the effect of lower prices.
Although copper settlements for 1997 are currently
unhedged, the Company is constanZly monitonng markets

for appropriate hedging opportunities.

To deal with the cvdlicality of copper pnces and to optimize
operating margins, Rio Algom’s principal strategy is 1o invest
in high quality assets with low production costs. In 1996 the
cash cost of copper production at our wholly-owned Cer .,
Colorado mine averaged USS051 per pound. Rio Algom »
average cash cost per pound is expected to decline o8 new
and expanded operations come on stream.

The metals distribution business provides a relatively
stable component to our carnings. For example, it
provided 46% ol operating profit in 1996, Prudent growth
in this business, which complements our mining interests,
is another facet of our strategy for maintaining and
increasing overall sharcholder value.

In anticipation of the closure of the Stanieigh mine,
the Elliot Lake operations were accounted for as

discontinued operations in the 1995 consolidated
financial statements. Farnings from discontinued
operations were $34.2 million in 1996 compared to
$7 million in 1995 Forgiveness of the outstanding
advances from Ontario Hydro and the write~ ™ of the
related Stanleigh assets, having an equivalent book
value, have been 1 cognized in the accounts for the
fourth quarter of 1996. Provisions for deferred taxes
amounting to $70.3 million, being no longer required,
were reversed and included in earnings from
discontinued operations, partially offset by an increase
of $40 million after tax in the Company’s reclamation
provisions related to its discontinued mining operations.
This will provide for reclamation, treatment and
monitoring which will continue into the next century.

Capital expenditures decreased to §77 million in 199,
from approximately $108 million in 1975, Cerrc Coloradu
accounted for $18 millicn, compared to $62 million,
primarily for expansion costs, in 1995 The 1996 capital
expenditures also included $19 million spent on Antamina
and $40 million on all other operations.

In February 1996, the Company received proceeds of
$88.8 million from the issue of 3.6 million common
shares as the result of the exercise of share purchase
warrants issued in 1994

Early in 1997, the Company raised $500 million through
an issue of convertible debentures and common shares,
and arranged a US$500 million unsceured revolving
S5-year line of credit with three major North American
banks. These funds will enhance our sound financial base
and facilitate new developments, which are the basis of
€ :r aggressive growth plans.

Eowvironment, Health and Safety

An integral component of Rio Algom's plans for growth is
our determination to continue to excel in the arcas of
occupational health and safety and enviranmental
responsibility. The Company maintains an active
environmental, health and safety management program
As part of the Companys commitment in these arcas, in
1996 the Board of Directors approved a strengthened
Enviconmental Policy for all operations and activities

BRI ALGOM LIMETED
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In the year ahead we expect progress in a number of
ercas The expansion of Cerro Coloradz's production
capaciy 10 220 million pounds of copper per year is under
way. Smith Ranch is scheduled to begin producing
uranium by mid-year Alumbrera is expected 1o start up in
the third quarter, adding gold 1o Rio Algom's production
profile. Delling programs at Antamina, Reynolds Ranch
and the Spence deposit will pave the way for full
frasibility sudies on these projects. We are continuing our
sxploration activities, directly and through joint ventures.
Andd our North American Metals Distribution Group will
reap e beawdits of the consolidation of its US. operations.

o Cor hason

We oy tribuie to the late Lawrie C Reinertson. Appointed
& Director, President and Chief Executive Officer on April
24, 199 Lawne died suddenly on July 14. His tenure was
short, but his contribution was significant and will benefit
the Company for years to come. In his memory the Lawrie
Femertson Malliative Care Trust was established by Rio
Algorn at 5t Joseph's General Hospital in Elliot Lake.

Colin A. Macaulay retired from his position as Virs-
Chairman of the Company in December 1996, We thank
him for his wise counsel and leadership, which have been
of benefit to us all.

B P g T
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To our employees, who have contributed so much to Rio
Algom's numerous achievements in 1996, we extend our
tharks for their hard work and enthusiasm.

We look forward 10 continuing the evolution and growth
of the new Rio Algom during 1997 and into the future.

Kespectfully, on behalf of the Board of Directors,

Gordon C. Gray
Chairman of the Board and
Chief Executive Oficer
February 24, 1997

Adwe
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above sea level in the foothills of the Andes. Discovered in
1949, the purphyry deposit is destined 1o become one of
the world's great mines, yieldi g on average over 560
milhion pounds of payable copper in concentrate and
545,000 cunces of payable gold annually after production
beging in the latter half of 1997 When in aperation it will
employ 600-700 people; at peak, dose 1o 6,000 were
inva!oed in Alumbrera’s construction

Kio Algom's 259% interest in the Alumbrera project is held
through Minera Alumbrera Limited, which operates the
project under an agreement with Yacimientos Mineros de
Agua de Dionisio, the property owner. MM Holdings
Limited of Australia has a 50% interest in Minera
Alumbrrers and North Limited. also of Australia, holds the

remaining 25%,

Excluding interest during construction and other financing
fees, the cost of the Alumbrera projec: is currently
estimated 10 be US$905 million, of which Rio Algom's
share will be approximately US$168 million Over the life
of the project, Alumbrera is expecied 1o add 157,000
ounces of payable gold and 96 million pounds of payable
copper 1o Rio Algom’s annual production. A higher grade
stanter pit will provide additional copper and goid in the
aperation’s carly vears. It is estimated that the cash cost for
copper. after byproduct credits, will be in the low 58050

per pound range.

Reserves and resources are expected 10 maintain the
Alumbrera operation at planned rates for approximately
20 years.

Ore from the opan pit will be crushed and ground, with
copper concentrates produced by the llotation process.
Free gold will be revovered by gravity methods. For the
first four years the mill is expected to treat approximately
80.000 tonnes of ore daily; and will be expanded to
120000 tonnes per day thereafter. Copper concentrate
produced in the mill will be pumped through a 245«
kilometre pipeline 1o a plant sear Tucuman, where most
of the water will be removed and the fillered concentrate
shipped 820 kilometres by vaii 1o a new port facility
constructed near Rosario

Amlansing: Located in the Andes 480 kilometres northeast
of Lima, Peru at an altitude of 4.200 metres, the Antamina

property hosts a partially defined high grade copper/zine
skarmn deposit

A joint bid for the property by Rie Algom and
Inmet Mining Corporation was accepted in July 1996
Under the terms of the bid, the two conspanies are
required to spend at least USS15.5 million on a
feasibility study on the Antamina property by
September 1998 at which point they may return the
property or proceed with development. The bid
involves an investment commitment of USS25 billion
by 2001 if the companies clect to proceed. If the
development costs, which are currently pretecied 1o be
at least USS1 billion, are less than US$25 billion, Rio
Algom and Inmet would pay 30% of the shortfall 10 the
Government of Peru in lieu of further expenditures.

Rio Algom and Inmet have initiated an intensive 60,000
metre drilling program on the Antamina property in
advanze of the planned feasibility study, with the objective
of confirming and expanding rescrves. An office was
established in Lima and, by the end of 1996, a camp
accommaodating 200 peuple was set up on site.

A 1992 estimate by CEPRI=Centromin of Peru reported
proven and probable reserves of 1286 million tonnes
grading 1.61% copper. 15%% zinc, 0.04% molybdenum and
177 grams of silver per tonne, with the potential for
substantial additional reserves.

On February 26, 1997, Rio Algom and Inmet jointly
announced an interim resource estimate for Antamina
within a pit of 400 million tonnes grading 1.2% copper,
116 zing, 0.05% molybdenum and 13 grams per
tonne silver The deposit remains open in a number of
arcas and drilling continues

At the time of the July 1996 bid it was envisaged that
Antamina could provide Rio Algom with at least 200
million pounds of copper and 175 million pounds of
zinc produstion annually for at least 15 years, beginning
in 2001, This projection was based on a milling rate of
40,000 1onnes per day and the proaduction of ene million
tonnes of copper and zinc concentrates annually. In
view of the encouraging results from the drilling
program to=date, studies will be undertaken to evaluate
the economics of higher milling rates for Amamina.

Sasreen
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UEANIUM

io Algom's uranium activities in the United States are conducted by its
whaliy-owned subsichiary. Rio Algom Mining Corp. The long-term goal of the
S uranium operations is 1o develop and/or acquire reserves which will

suppont total production of about five mitlion Sounds of uranium per year

writh Kandh Production of urarium from the USS44 million Smith Ranch
project near Casper in northeast Wyoming is expecied (o begin in May 1997
with design production of two million pu.ands per year 1o be achieved in mid-
1998 Studies are in progress to determine the feasibility of increasing

sroduction from Smith Ranch

A be produced by in sitle leaching o method favoured over more
ning methods for its lower capital and operating costs and its

y hed environmental impact. In this process, injection and
xita wells are drilled into uranium=bearing zones approximately 200
nets low the surface. An environmentally benign mining solution is

pumped into the ore zone where it dissolves the uranium. The uranium s

extracied at o central processing facility and the mining solution recycled. Cash
s for wration are expected 10 be less than USS12 per pound

Key d arly in 1997 Rio Algom began an 18-month, USS$.1 million
wids Ranch, Wyoming, immediately north of the Smith Ranch
ind expand resources of 8.2 million pounds of uranium, and
conduct environmental baseline studies for possible production beginning

in the year 2000

brostn Lake: Rio Algom produces uranium by solution mining in the

A Lake arca north of Grants, New Mexico, where it owns nine closed
U ind mines and a large dosed uranium mill The process involves
circulat o oome water through the old workings and then through an ion

exchange plant Increasing urarcum prices have led to plans to increase
production from 135,000 pounds in 1996 10 350,000 pounds in 2000

FING

Polaris, Automing, Crandon: Rio Algom's current interest in zine production is
held through a 25% net proceeds rovalty in the Polans zinc/lead mine on Little
Comwallis island in the Canadian Arctic. On the horizon lies potential
praduction from Antaminag in Peru and from the Crandon zinc/copper deposit
in Wisconsin Crandon could produce 150,000 tonnes of zing in concentrate
annually. Rio Algom has a 50% interest in Crandon Mining Company. a joint
venture with Exxon Coal and Minerals 1t s anticipated that permitting for the
project will be completed by 1999 1If a production decision is made

construction would take about three vears
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Bullmoose The Bullmoose Coal joint venture, in which Rio
Algom has a 29 1% interest, is an open pit metallurgical
coal mining operation in northeastern British Columbua,
Canada Operated by Teck Corp, the facility produces
approximately two million tonnes of metallurgical coal
annuall

Reserves are sufficient 1o more than fulfil existing contractual
ol gations, currently amounting to approximately 43
million tonnes, 10 be delivered up 1o March 31, 1999 Most of
the coal produced is sold under long<term contracts 1o nine
lapanese steel-making firms. Contract negotiations are under
way with regard 10 sales beyond 1999

ATINERAL OXPLORATION

Rio Algom believes that a focused and consistent mineral
exploration program is one of the principal means by
which the Company can achieve its ambitious growth
plans. Kio Algom's targets are large tonnage, low cost
deposits of copper, gold and zinc

The Company has been active in Chile for a number of
years. conducting its own uxploration as well os pursuing
joint venture projects. More recently, it has exter.ded its
activities 1o Argentina, Peru and Brazil Rio Algom is also
active in North Amenca and leeland.

Exploration expenditures amounted to $15.7 million in 1996
and are expected 1o reach $240 million in 1997 with a major
portion of the increase being spent on drilling programs
on the Spence deposit in Chile and the Santa Cruz joint
venture with Yamana Resources Inc in Argentina.

The October 1996 agreement with Yamana Resources
allows the Company to eam 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 60% if it completes a feasibility study

and elects 10 place a property in production

Spence deposil: The effectiveness of the Company's
exploration strategy was dlearly demonstrated with the
announcement early in 1997 of the discovery by Company
geologists of ¢ major copper deposit in northern Chile The
Spence deposit s located at an elevation of 1.%0 metres
between the cities of Antolagasta, on the coast, and
Calama, on claims held by Compania Minera Riochiex
5A. a wholly-<owned subsidiary of Rio Algom. 1t s nared
after Colin Spence, the Company's former Western
Canadian exploration manager who was killed in a tragic
incident in the Philippines in June 1996,

A 24000-metre diamond drilling program carried ot 1o
an average depth of 280 metres on the Spence deposit in
1996 outlined an inferred resource containing an
estimated 350 million tonnes averaging one per cent
copper, with minor values in silver and molybdenum
Based on initial studies, it appears the deposit will be
amenable to open pit mining and conventional
metallurgical treatment, with the potential to produce
copper at a higher rate than the Cerro Colorado mine.

The deposit consists of two adjacent zones centred on
granitic porphyries which intrude sediments and volcanic
rocks. It is covered by grovel and leached rock ranging in
thickness from 50 to 145 metres. Typical of many Chilean
copper deposits, an oxide cap overlays an enriched
sulphide zone which grades into primary sulphides at
depth. The oxide cap makes up approximately 120 of the
total resource.

Detailed diamond drilling 1o be followed by preliminary
metallurgical testing, was initiated in January 1997
to upgrade the inferred resource to a proven and
probable reserve. 1t is expected that a feasibility study
1o determine the appropriate method of developing the
deposit for production will commence during the second
half of the year

t:l‘,‘llﬂv
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aluminum and stainless steel are highly favourable The properties of these
metals add value to products made from them, resalting in thewr increased
demand As well imemational acceplance of stainless steel and aluminum s

faciltating growth for these modem metals which outpaces the gene ral growth
thie

af the economies in which they are sold Their use is widespread i

Hm.\l ation, atrospact food Processing architectural, hyvdro-carbon

processing chemici metallurgical, forest products, power generat

|

inform.tion technology, medical, agricultural, water treatment, wasie

management and marine industries

During 1996 NAMDG continued 1o consolidate and integrate the former Metal
Goods division of Alcan Aluminum into Vincent Metal Goods. Rio Algom
purchased the Alcan unit in 1995 virtually doubling the size of s metals
distribution business, expanding its coverage from coast 10 coast in the | nited
States and providing greater flexibility, purchasing power and economies of

scale, as well as exposure 10 new markets

The Group is continually examining ways to improve efficiencies and
productivity and thus, its competitive position. Recent investments have
resulted in improved matenals handling and distribution capabiliies. Over
U882 million was spent in 1996 to integrate the management inlormation
systems which keep track of almost 90,000 inventory items, accounting records
and ordering systems. In addition. the Group continues to investigate a |
assess potential coquisitions which would strengthen product and its

geograpive spread
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ATANAGEMENT'S DISCUSSION & « A NALYSIS OF
ANANCIAL & (Dperaning APesurrs

OVERVIEW

Larnings Profile
In 1996, net eamings of $1004 million were lower than the 1995 level of $1524
million. The most significant factors underlying the decrease were:

Mining Lower LME copper prices, which aeclined 22% 10 an average of
USS1.04 per pound in 1996 from an average of USS133 per pound in 1995,
partially offset by 6%% higher production at our Cerro Colorado operation.

Metals: Oversupply in stainless steel markets and changes in aluminum pricing
structures, contributing to reduced prices and margins in the Company’s
metals distribution business

Cash Profie

Several significant events in 1996 affected the Company’s cash position. Total
cash and equivalents of $2154 million were down fiom $314.4 million atl
[rcember 51, 1995,

Significant sources of cash were

o continuing operations, contributing §75.0 million; and

o proceeds of $95.7 million from the issuance of common shares, primarily
through the exercise of share purchase warrants,

-

Significant uses of cash were:

o advances of $112.2 million 1o the Alumbrera project which are expected to
be repaid from project financing in 1997,

o net capital expenditures of $775 million. including $19.0 million relating o
the Antamina project; E

o dividends to sharcholders of $59.1 million compared to §31.2 million in 1995
and

o repayments of long term deb and other obligations of $377 million,
principally at Cerro Colorado, compared 1o $12.6 million in 1995,

.zlm{, Jar
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RO ALGOMY SHAKRE (F PRODUCTION

1996 1995
e o ponends!
AN
Cerro Colorudo 130,786 80542
Highland Valley Copper 110,159 116,78
: 925 197140
Combined Average Cash Cost (USS per pound) 0.61 0.64
(YR A LU'M
Kighlar" Valiey Copper i 1,158
TRANIUM
Ll Lake 1,055 1825
Kio lgom Mining Corp 145 154
1238 1,959
Samsands | onuey)
A TAL URGICAL COAL
Bulimoose 544 558

COMPER AND MOIYBDINUM

Praces and Markots

Cupper VWestern Wedd refined copper consuraption increased 3.0% to 105
pllior fonnes in 990G from 102 million tonnes in 15 0 The US and Asia,
oxcluding Japan, enpved strong copper markets in (996 with consumption
increases estimated at o™ and B% respectively over 1995 The economies of
st Durope remained weak and as a result. Eurapean consumption rose
b dess than 1w from 1995 The Japanese economy showed promise of a
recovery o e beginning of the year but slowed as the year progressed. and
consequently, Japanese copper consumption remained close to 1995 levels

lutal refined copper production grew by more than 6% in 1996 to over 99
milhon tonnes as the output of copper in concentrates and elertrowon cathode
from leaching operations increased. The majority of the increase in oL wper
concendates came from both Chilean and Indonesian mines while the increase
i electrove o cathode came principally from new Chilean mines

For the first five months of 1996, copper prices averaged USS118 per pound In
June, copper prces fell precipiously on the news of significant write-offs 1aken
by Sumitomo Corporation as a result of unauthorized copper trading For the
remaining seven months of 1996, copper prics averaged LU'38094 per pound
The IMY sverage spot nince for grade A copper was USS1.04 per pound in
1996, & 22% decrease from the 1995 average of US$133 per pound. The IME
pnce for grade A copper on December 51, 199¢ was US$1.01 per | ound

The adverse effect of lowe — er prices was mitigated somewt at by Rio Algom's

Tiventy Nine

B ALGOIN LAY D
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Ko Algom Mining Comp

Kio Algom Mining Corp. (RAMO is a wholly<owned US subsidiary with ar
in silu uranium leaching mine and processing plant under construction in
Wy W uranium properties in New Mexico, and uranium reclamatior
projects in New Mexico and Utah RAMC produced 185,000 puunds ol
granium in 1996 from mine water recovery activities in New Mex

unpared o 1340 pounds in 1995

Development of Smith Ranch, the Wyoming in site uranium leaching project

nmenced in May 1996 and is proceeding ahead of schedule at an estimated
i US844 milhion. Operations are expected (o begin in the second Guaner
7. and the mine facility is projected 1o reach a production rate of two

hon pounds of uranium annually by 1994

RAMC has sales contracts signed and pending for future deliveries of
tion totaling 6.6 million pounds to the year 2005, representing
mately 70% of Smith Ranch's first five years of production

Approximately 6% of these are matched sale contracts, requiring an equivalent

juantity of Russian origin uranium

properties had Cver 60 milhon pounds of uranium reserves and

s at December 3, 1996, unchanged from 1995 In addition, the
ommitted in carly 1997 1o expend up to USS4.1 million for

x| n 1o confirm resource: of 8.2 millior pounds of uranium on the

Ranch property, adjacent to Smuth Ranch

IRARY!

Huaiineos

K10 Algom haolds a 29.1% interest in the Bullmoose Coal joint venture, an open
clallurgical coal mining operation located in northeastern British
{ bia. The project 1is operated by Teck Corp. which holds a 60 9% interest

The remaining 1% is held by Nissho wail Canada Limited

Whiie Bulimoose's revenue for 1996 increased slightly from 1995, operating
profit declined by 18% as a result of higher per tonne operating costs
Production for 1996 remained constant with 1995 however, costs increased by

15% in 1996 due o higher Pt maintenance and operating costs

the majority of Bullmoose coal production is sold in fixed annual quantities

under long-term contracts 1o nine Japanese steel-making firms. Prices are

adiusted quanerly based on inflation. as measured by various Canadian cost

price

and price indict s The contracts provide both buver and seller optional
reviews al specific intervals The most recent price review occurred in early
1995 The next pricing review date is April 1997 These contracts require coal

detivenies of 1.7 milhon tonnes annually from March 1995 1o March 199

Comppared 1o Iradiiional pyiming methods. i situ

leaching a! Smiith Ranch will resull in lower capiia
and opereling cosls and runimized envirpnmenia
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convertible into common shares at the option of the holder at any time aher
payrent of the final instalment and prior 10 matunty at a conversion price of
$40 per common share.

The financing which closed on February 4, 1997, resulted in §308 million to the
Company, representing net proceeds on the sale of shares and the first
instalment on the Debentures. The yecond and final instalment is due on or
before February 4, 1996 and will result in additional cash of $176.7 million

In 1995, Rio Algom sold unsecured debentures in the United States in an
aggregate principal amount of US$150 million, due November 1, 2005 and
bearing interest at 705% per annum. Net proceeds of the offering were
US$148.6 million

The serior unsecured debt of Rin Algom is currently rated Baa2 by Moody's
Investon Senace and BBL by Standard & Poor's. An investment grade rating of
Ba % has heen assigned by Moody's Investors Service ' . the Debentures issued
as part of the January 1997 financing. On January 17, 1997, Standard & Poor's
announced that it has placed the senior unsecured debt of the Company and
the corporate credit ratings of Rio Algom on CreditWatch with negative
impocations. Management of Rio Algom will meet with Standard & Poor's to
fulle review the #tre gth of the Company’s financial position, operations and
strategies for future growth. Following such meeting, Standard & Poor's is
St 1o issue an affirmation or a downgrade of its current ratings.

The Company expects to incur significant capital expenditures over the next
five years. Lxpenditures on projects currently approved and sustaining capital
requirements over the next t ree years are expected to exceed $500 million.

New potental projects curreatly under review by the Company, including
Antamina, the Spence deposit and the Crandon deposit, could increase capital
eapenditures by as much as $20 billion over the next five years

Scheduled debt repayments are $188 million in 1997, $24.8 million in 1996,
$25.0 milhon in 1999, $26.0 million in 2000, and $28.1 million in 2001

Funding of the above commitments and programs is expected to come from
cuisting cash balances, operating cash fiows, additional debt and other
fioancing sources as appropriate.

Rio Algom's current ratio at Decernber 31, 1996 improved slightly to 26:1 from
24:1 at December 51, 1995

fe Company’s percentage of debt to the total of debt plus equity at December
51 1996 decreased to 26% from 31% at Decrmber 30 1995 due te Cerro Colerado
debdt repayments during the vear and the issucnce of new shares Debt used in
this caleulation for 1995 excluded non-recourse advances from Ontario Hydro.
The Cerro Colorado debt wili become substantially non-recourse to Rio Algom if
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the project passes certain completion tests by April 30, 1998

Al Decembier 51, 1996, the balance in Rio Algom's cumulative translation account
was $31.5 million, an increase from $308 million from December 31, 1995

RISKS AND UNCLRTAINTIES

The following table discloses the estimated sensitivity of Rio Algom's 1996 net
carnings and camings per share to changes in copper prices, metals marging
and the Cdn / US dollar exchange rate.

Change Net Earnings Larmings /

(Ammmal averuge! msilbins of $) Common Share
= 5 !
Copper Price Uss001/1b l $19 | $005 |
Metals Margin 1% | $69 $0.16 i
Exchange Rate Uss0o! | $10 | $002 |

Copper Risks The most significant factor influencing the profitability of Rio
Algom’s mining operations is the price of copper, as much of the Company’s
mining activities are concentrated in copper. Conversely, in years of lower
carnings from miming operations, changes in metals distribution margins have
a higher proportionate impact on the Company’s consolidated net eamings.

Dunng 1996, the Company .ontinued its copper hed@ivg program, purchasing put
options for more thar 80% of expected settlements. This program
was designed to mitigate the impact of price volatility due to expeced increases in
worldwide production. The Company’s 1997 copper settiements remain unhedged.

Environmental Risks Environmental regulatory review has become a long,
complex process which can delay the opening of a new mine or prolong the
decommissioning activities at closed mines. Regulatory standards continue to
change, increasing environmental and ¢losure costs at operating and closed
mining operations. Rio Algem's high standard of commitment to
environmental protection and reclamation partly protects against this risk.
Nevertheless, while the Company makes reasonable ongoing provisions in it
accounts for expected decommissioning costs, any modification in
environmental laws or regulations could matenally affect such provisions at
operating or closed mines. Changes in provisions are recagnized by the
Company when the required modifications tecome known,

Acidity levels and costs associated with lime treatment at the closed East
Remptville tin mine have been higher than projected and may result in a
longer decommissioning period and higher future costs. Assumptions
underlying these longer term treatment costs were factored into the additional
reclamation provision taken in 199,

' zwy . 7;»0
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Kio Algom believes that it has made appropriate recommendations for
decommissioning the Quirke and Panel waste management areas in Elliot Lake
and that it has made adequate financial provision for the associated costs In
June 1996, the FEARO Panel reported on its hearings, essentially endorsing the
Company’s proposals for decommissioning. The Panel's recommendations
remain subject Lo confirmation by the federal Minister of the Environment

Additional costs may arise, depending on the outcame of the AECB relicensing
process in connection with the other dosed mines in Elliot Lake. The § otential
lor these increased rehabilitation and treatment costs was factored into the
additicnal reclamation provision taken in 1996

Finnncial avd Toltheal Kisks Adverse political and economic developments can
affect the performance of an investment Foject finanang arrangements may
cantain exclusions for certain political risks, including those covered by
political nsk insurance taken out by the relevant commercial bank syndicate

A weak Canadian dollar provides a favourable exchange effect for Rio Algom
because selling prices for commaodities such as copper are quoted in US
dollars. A significant proportion of the Company’s operations are now
conducted in US daollars, and future changes in the Canadian 1o US dollar
exchange rate could mate dly affect the Company’s revenue, profitability and
unrealized cumulative exchange gains

Prices for the Company’s products tend to increase with the general level of
inflation, subject to the supply and demand forces of the market. The
Company operates in some countries with above-average inflation rates.
Although inflation tends 1o increase operating costs, declining exchange rates
for the currencies of such countries generally offset the effect of iflation.

Other Risks Profitability of the metals distribution business improves in a strong
economy when demand for product is high, increasing both sales volumes
and unit prices. Periods of economic recession or downtum generally decrease
profitability in these businesses. The Company’s metals distribution business is
highly dependent upon the level of activity in the North Amenican economy

Western World uranium markets continue 1o face uncertainty as to the amoant
of uranium available for export from Russia and other countries. RAMC's
matched sales contracts are conditional upon performance of agreements for
aclivery of equal quantities of Russian-ongin uranium.

Bullmoose Coal depends on the BC Railway and Canadian National Railway,
which bansport production from the mine to the port for shipment. The rail
lines require a volume of traffic that Bulimoose Coal s unable 10 provide
individually at this time The majority of the rail volume from the region
comes from the Quintette mine, and the continued availability of cost-effoctive
transportation for Bullmoose Coal's praduct is, therefore, dependent on the
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SIANAGEMENT'S S roRT

Management is responsible for preparation of the consohdated finanaal statements and the information contained throaghout this
repart The accompanying consoliddated financial statements have been prepared by management in accordance with accounting
principles generally accepled in Cavada and include amounts that are based on informed judigernents and best estimates. Other
financaal information appeanig throughout this report is consistent with that in the consolidated financial statements.

o Algom Limied maintains systems of internal controls over the inanaal reporting process, designed 1o provide reasonable
assurance that relevant and relable financial information is produced

The Board of Duector . through an Audit Commitiee composed of four non-management directons, oversees management's
performance of its financial reporting responsitillities. The Board reviews and approves the financial statements.

The Audit Committee, appoinied by the Board of Directors, meets periodically with management, internal auditors and external
auditors 10 discuss internal controls over the financial reporting process, auditing matters and financial reporting issues. The
Commitiee reviews the linancial statements and recommends them 1o the Board for approval The Committee also considers, for
review by the Board and approval by the shareholders, the appointment of the external auditors

Coupers & Lybrand, the Company's external auditors, have audited the consolidated financial statements, in accordance with
wenerally accepted auditing standards on behall of the shareholders. They have full and free access to the Audit Commitiee

énwéﬁ Pty

Gordon C. Gray Michael § Parrett
Chairrman and Chief Executive Officer Vice=President and Chaefl Financial Officer

February 25, 1997 '

. .
. ~'{UI)IT()RS' c_(/l’lil’ORT TO THE JIIAREHC)LDL’.RS

We have audited the consolelated balance sheets of Rio Algom Limited as at December 31, 1996 and 1995 and the consolidated

statements of eamings, retained earmings, contnbuted surplus and changes i financial position for the years then ended These

financial statements are the responsibility of the Company’s management Our responsibility is to express an opinion on these
financial statements based on our audits

We conducted our audits in accordance with auditing standards generally accepred in Canada: Those standards require that we

plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material misstatement. An
audit includdes examining, on a 1est basis, evidence supporting the amounts and disclosures in the financial statements. An aucdit

also includes assessing the accounting principles used and significant estimates made by management. as well as evaluating the

overall financial statement presentation

tn our opinton, these consolidated financial statements present facdy, in all material respects. the financial position of the
Company as at December 31 1996 and 1995 and the results of its operations and the changes i its financial position for the

vears then ended in accordonce with accounting principles generally accepted in Canada

R e+

belwvary 25, 1997 CHARTERED ACCOUNTANTS
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YIARS ENDED DECEMBER %1 1996 AND 1995

Vi thaat ons of Commsddisnn o' r sxcept pee share date) 1996 1995
RIVIENLY ‘
Revenue from mine prodaction and sele of metal prodacts SLUSS 487 1982267
EXINSEN T :
Cost of mine production and metal sales 1,420,573 1 1,466,955
Selling, general and administration 200,846 229254
Depreciation and amortization (note 19) 54,500 54,061
Interest (note 18) 36,191 32674
Exploration 13,660 6,746
Investment and other income (16,548) (18,096
Gain on sale of subsidiary (note 4) = (20,5%)
1,717,222 1,755 058
Larnings before taxes, minority interest and discontinued operations 116,265 229229
Income and mining taxes (note 20)
Current 54,706 74585
Deferred (4,707) 24,555
50,001 9958 |
Earnings from continuing operatior.s, before minority interest
in subsichiary companies 66,264 150291
Misority interest in net camings of subsidiary companies 71 4.95%
Earmings from continuing operations 66,195 125355 ‘
Discontinued operations, net of tax (note 2 34,245 | 7050 ’
Net carnings for the vear S mo,aﬂ S 152385 |
Larings per common share (note 13) { |
Larnings from continuing Gperations S 1.20 S 241
Net carmings for the vear S 182 3 255 |

The accomprnying notes are an integral part of these fmanaal statements
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DICIEMBLR 51, 1994 AND 1995

st thaonerards of Canabion dollurs: 1996 1995
ANSEES
Current
Cash and short term investments S 225,661 $ 314400
Recvrvabiles and prepaid expenses (note 9) 340,657 231414
Inventonies (note 6) 306,476 27,154
Discontinued operations (note 2) 22,646 17.290
095,440 B41.258
Property, plant and equipment (note 7) 471,955 i 461,064
Construction in progress 18,175 17409
Mining properties (note #) 400,215 391,122
Investment (notke 9) 269909 256,844
Other assets (note 10) 31,719 41526
Discontinued operations (note 2) - 250,585
$ 2,087,589 $2.260408
LIARILITILS
Current
Bank loans and overdrafis § 802%7 $ -
Accounts payable and accrued labilities (notes 11 and 12) 304,865 AW 252
Income and mining laxes 22399 61825 |
Discontinued operations (note 2) 5,945 8806 |
341,404 349,883
Long term debt (note 1) 389,554« 426458
Noan=current site restoration and relaied obligations (note 12) 110,450 55,352
Deferred taxes 103,753 | 199215 |
Minonity interest in subsidiary company 863 m
Discontinued operations (note 2) - 246,504
945,624 1276441
CAPHAL STOCKR AND RUTAINED FARNINGS {
Common shares and warrants (note 15) 542,226 246,952
Contributed surplus 58,186 $7242 |
Currulative translation adjustment (note 14) 31,295 50,792
Retained carmings 729,856 668 481
1,141,565 93967 |

S2087389 $2260408

The accompanying noles are an inbegral part of these finanaal statements.

Approved on behalf of the Bowrd of Directors /
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| James T Black Gordon C. Gray 7
§ Director Dirvctor
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YONSOLDATED ¢ JIATEMENTS OF S TTAINLD OARNINGS
YEARS INIT D DICEMBER 31, 1996 AND 1905

s Shesnsards o) Casadian ihidiaes

Batance, begmming of year
Added et carmings lor the year

Deduct dividends on common shares
Balarace, end of year

1996 1995

Y s

$ 668,481 $ 567315 |
100,458 152365 |
268,919 GO0 |
39,065 31,219 |

S 7290856 | § GGBABI |
o—

* ] » - 1 »
6()NS()I.I')A'I'[’I) t]l'ATIZMliNTS OFr 6()NTRIBUTF.D LJURI’LUS

YEARS ENDED DECEMBLER 31, 1996 AND 1995

1o thavesands of Conadias dotlar

1996

1995

Balance, beginning of vear
Expiration of warrants
Ralance, end of vear

$ 37742 |
446

$ 32

S 38,188

$ 57742 |

The aceompanying notes are an inlegrarl part of these financial statements
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VEAKS ENOID DECEMBER 31, 1996 AND j9o5

(o0 e of (anadan dedlars 1996 1995
OPERATING ACTIVETILS
Farnings from continuing operations, before minarity interest in subsidiary companies S 662064 $ 13029
Hepreciation ana amortization 34,500 54,061
Deferred taxes 4,707 24,555
Increase in non=cash working capital ard other 34,590 4,291
Site restoration and related obligations < net (6,663) (15,668)
75,004 146 446
Discontinued aperations 7,740 21056
82,744 200502
PINANCING ACTINITILS !
Issue of common shares $3,720 1.9%
Issue of US dollar debentures (note 11 - 200,954
Increase in long term debt - 14,254
Dividends on common shares (39,065) (31219
Repayments of long term debit and other abligations (37,692) (12624)
Dividends to minority shareholders - (2,280)
18,965 171,001
Discontinued operations (5,408) (10,568
13,557 160435
INVESTING ACTIVITIES i
Acquisitions (note 3) - (406,927) |
Loan 1o Minera Alumbrera Limited (note 9) 112,259 .|
Investment in Minera Alumbrera Limited (note 9) (13,065 . |
Net capital expenditures (note 3) (77456) (107.73%
Proceeds from sale of subsidiry (note 4) - 7705 |
Proceeds from sale of wivestment (note 10) 7465 -
195297 436,857
Discontinued operations - A (116 |
(195,.297) (436.975) |
(Decrease) in cash and equivaients durning year (901,996)}T (67058) |
Cash and equivalents, beginning of year 314,400 581 458
Cash and equivalents end of year (a) 5 215404 Y § 314400 |

@) Cash and equivalents compnise cash and short term investments less current bank loans and overdrafts

The accompanying notes are an wtegral part of these financial statements
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A1 10 1110 GONSOLIDATED FANANCIAL ¢ JTATEMENTS
I CEMBIR 51, 1996 AND 1995

Acconmntang Policies

The consolidated financial statements of Rio Algom Limited (the *Company®) are prepared in accordance with
accounting princ e generally accepled in Canada applied on a consistent basis. As described in note 17, these
principles differ in cenaim material respects from principles and practices generally accepted in the United States.

The significant accounting policies lollowed by the Company and its subsidiaries are summarized below,

Basis of Consolidation

The consolidated financial statements include the accounts of the Company and all significant subsidiary companies,
where more than 50% of the voting shares are owned. All material inter=company balances and transactions are
climinated

Investnients in partnerships and joint ventures are accounted for by the proportionate consolidation method. Under
this method, the Company includes in its accounts its proportionate share of the assets, hiabilities, revenues and
expenses. All material inter-<company balances and transactions are climinated

Investments which are not partinerships and joint ventures but in which the Company owns 50% or less of the shares
and over which it exercises significant influence are accounted for by the equity method. Under this method, the
Company includes in its net camings its share of the net camings or losses of these associated companies.

Use of Lstimates

The preparats a of financial stetements in conformity with generally accepted accounting principles requires
management 1o make estimates and assumptions that affect the reported amounts of assets and habilities and
disclosures of contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses duning the reporting period. The most significant estimates are related 1o the physical and
economic lives of mining assets, site restoration and related obligations, financial instruments and income taxes. Actual
results could differ from those estimates.

Foreign Carrency Translation

Al of the Company’s foreign operations are tranulated using the current rate method. Under this method, all assets
and liabilities are translated at the vear=end exchange rate and all revenue and expense items arc translated at the
average exchange rate for the year Exchange gains and losses ansing from the translation of foreign sperations’
baiance sheets are included in the cumulative translation adjustment component of sharcholders’ equity. These
adjustments are not included in carmings until realized through a reduction in the Company’s net investment in such
aperations

The US dollar denominated debt is accounted for as being hedged by the Comparay’s net investment in the US and
accordingly the effect of changes in the foreign exchange rate on this debit is charged or credited 10 the cumulative
translation account

Revenue Recognition and Pradud Inventornies

Mining revenue s recognized upon production. Concentrate and cathade inventones are recorded at estimated net
realizable value except in cases where there is no contract for sale, in which case they are recorded at the lower of
cost and net realizable value Net realizable value is based upon either contracted or current prices, less provision for
possible adverse changes in commadity prices and foreign exchenge rates

Ty
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Ruyalty revenue is recognized when earned under the respective agreements.

Metals distribution revenue is recognized when the product is shipped 1o the customer. Inventories of metals and
supplies are valued at the lower of cost and market. Cost is generally determined using average costs, which
approximate actual, except for inventories of Vincent Metal Goods, for which costs are determined on the last=in,
first=out (CLIFO" basis. Market for metals is net realizable value and for supplies is replacement cost

In order to protect against the impact of declining copper prices, the Company periodically enters inlo contracts
which secure a floor price for copper production. Costs of the Company’s copper hedging program are recorded in
the same period as the related revenue from production is recognized

Deprediation and Amortization
The Company charges depreciation and amontization on the following basis:
i) Mining assets:

Fixeu assets are depreciated on the basis of the shorter of physical life (straight-line methad) or economic life as
estimated for each mining unit (unit of production basis). Economic life is adjusted from time to time as
conditions warrant. nt

Mining properties are amortized on the unit of production basis.

() Other fixed assets: P
Fixed assets are depreciated using the straight-line method at the following rates: e
Buildings 4% per annum
Plant machinery and equipment 6-2/3% per annum

(i) Goodwill is stated at cost less accumulated amortization. Amortization is provided on a straight=line basis over a
penod not exceeding twenty years

Capitalization of Interest

Net interest costs are capitalized during construction or deveiopment phases on those projects for which funds have
been borrowed. this would normally apply only 1o major new projects from the beginning of construction or
development up 1o the commencement of commercial operations. In these cases interest eamed on project funds
during the development and construction period is applied against the interest expense to reduce the amount of
interest costs capitalized

Mineral Froperties and Development
Exploration expenditures are charged to eamings in the year they are incurred except for expenditures on spe cified

properties having indicated the presence of a mineral resource with the potential of being developed into a mine, in
which case the expenditures are canitalized

Mine development costs incurred (o maintain current production are included in operating costs. Mine development
costs incurred 1o expand the capacity of operating mines, o develop new orebodies or to develop mine arcas

, a’, Owe
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substantially in advance of current production are capitalized and charged to operations on a unit of production
basis related 1o the mineral reserves position. If it is determined that an investment in capitalized mine development
or explaration is not recoverable over the praductive life of the property, the unrecoverable portion is charged 10
carnings in the vear such determination is made

Start-up Costs

Start=up costs related 10 major projects are deferred until the facilities achieve commercial operation. These deferred
costs arc included in capital assets and amortized on a straight-line or unit of production basis.

Site Restoration and Related Obligations

Estimated site restoration and closure costs for cach producing mine are charged . carnings over the expected
veonamuc ile of cach mine using the unit of production method Provisions of a longer term nature are caleulated on a
discounted basis

In determining expected costs, recoveries 1o be made at the time of shutdown are estimated and taken into account.
The process of cost estimation s 4 continuous one. subject to changing regulations, regulatory approvals, technology
and other external factors which will be recognized when applicable.

Current expenditures relating to environmental costs at operating mines are charged to earnings as incurred,
Expenditures pertaining to closed mines are charged to the applicable site restoration and related obligation
provision

Income and Mining Taxes

Tae Company lollows deferred income tax accounting for timing differences in the recognition of revenues and
expenses for income tax and financial reporting purposes. Investment tax credits are recorded using the cost
reduction approach when there is reasonable assurance that the credits will be realized; these credits are deferred and
amortized to income on the same basis as the related assets.

Pension Costs and Post-retirement Benefits §

The Company’s defined benefit pension plans cover most employees. Pension costs and obligations are determined
using the projected benefit method of actuanial valuation prorated on the projected length of employee service.
Pension surpluses and deficiencies, experience gains and losses and the effects of changes in plan assumptions are
amortized on a straight=line basis over the expected average remaining service life of the relevant employee group.
The cumulative difference between amounts expensed or credited o income and funding contributions is
recorded on the balance sheet,

The Company provides certain health care and lile insurance benefits for its retired employees and their dependents
The cost ol these benefits is expensed as incurred.

Larnings per Common Share

Earnings per common share are caleulated on the basis of the weighted average number of common shares
outstanding for the year

T
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Discontinued Operations

o

i

On June 50, 1996, the Stanlegh undenground mine at Elliot Lake. Ontario ceased operations as a result of Ontario
Hydro's decision in 1991 1o terminate the uranium supply contract This resulied i the dosure of the Company’s
last operating mine in the region. In anticipation of this dosure, the Elhot Lake operations were accounted for as
discontinued operations in 1995 These aperations consisted of the Stanlegh, Quirke wid Pancl, Pronto, Lacnor,
Nordic, Buckles, Spanish American and Milliken underground uranium mines at Ellot Lake.

The resulis of discontinued upt-ralu'tm wore as follows.

tin Haamsimd of Commses dhshars 1996 1995
Revenue S 39220 | § . 04v |
Cost of mine production 33,515 6,061
Selling, general and adminish ation 11,548 15,495
Depreciation and amortization 54035 } 10357
Provision for taxes 2,540 544
55258 95,407
Earnings from aperations, pre=measurement date 1 s %
Larnings from aperations, post=measurement date 3991 |
Adjustments 1o deferred inceme taxes and reclamation provision (see below) ____39.,1_34_4 .
Gain from discontinued operations. net of tax S 34245 ‘

I accordance with the comtract, outstanding advances from Ontario Hydro were forgivers and the related
Standeigh assets, having an equivalent book value, written off in the fourth quarter ol 1996 Provasions for
deferred taxes in the amount of $203 million, previously charged in the accounts, being no longier required, have
been reversed and reflected in the caleulation of the gain from discontinued operations

The Company regulardy reviews its estimate of reclamation costs at all operations, including discantinued
operations. Estimated reclamation costs are determined in accordance with the Company's environmental policy,
which includes consderation of current and proposed government regalations gnd policies. Primarily as o result of
the Federal government's decision 10 require relicensing of previously dosed Elliot Lake uranium mines and
potential coste in respect of other discontinued mining operations, the Company has recorded additional
reclamation provisions of $60 million (840 million net of tax) in determining the gam from discontinued operations.

The net assets of discontinued operations were as follows

1o thonesannbs of Cardiar dotiar 1996 1995
Working capital $ 16703 0§ Baw |
Property, plant and equipment s - 230,55 |
Net investment before fong term detn |(|,7";—Y 2394n0
Less Omtario Hyvdro advances e - ! 246,504
Net assets S 163 | 5 12w

The above balance sheet amounts exclude incnme and mining taxes and site restoration obligations. In prior
yeans, a ponsrecourse first charge was placedd against the Stanleigh Project assets as collateral for the advances

-;5?5, Jﬂnr
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Acquisitions

(@ Effective July 12, 1996, the Company and Inmet Mining Corporation Clnmet”) were the successful bidders for the
Antamina copper/zine deposit north of Lima, Peru The Company and Inmet will participate equally in the
project. An initial cash payment of US$10 million was made by the Company on September 6, 1996 During the
year, o further US83.9 million was advanced 10 bring the total invested in the project 15 US313 9 million (Cdn$19
million) at December 51, 1996 This investment has been capitalized.

) Effective May 19, 1995, Rio Algom Limited and North Limited ~f Australia jointly acquired all the outstanding
common shares of International Musto Explorations Limited at a cash cost of approximately $514 milhon, with
Rio Algony's share being 8258 million. Through this acquisition, Rio Algom and North acquired a 50% interest
in Minera Alumbirera Limited which holds the Bajo de la Alumbrera copper/gold deposit in northwest
Argentina The remaming 50 of Minera Alumbrera Limited is held by MM Holdings Limited of Australia,

() Effective March 51, 1995, Kio Algom's North American Metals Distribution Group acquired all the assets and
business aperations of Netai Goaods, o division of Alcan Aluminiim Limited for a cash coraideration of $1501
million. The acquisition was accour  d for by the purchase method with the results of the acquired business
included from the date of acquisition. The acquisitior. resulied in goodwill of $15.8 million which is being
amortized on a straight=line basis over 20 years.

The net assets acquired were as follows:

1o thomsands of Condan dollars) March 31, 1995
............ \
Current assets § 222049 |
Property. plant and equipment a 8519
Goodwilt 13,746

5204 |
Liabilities assumed 125210 |
Total acquisition cost S 1500684

Disposition of Subradian :

I late 1995, the Company sold its 600 interest i Atlas Sieels Limited. its metals distnbution and manulactunng operations
n Austrabia, for a cash consideration of $7728 milhion and a presta gam of $205 miilion

Partnershap and Joint Venture

@) The Company holds a 55.6% interest in Highland Valley Copper. a partnership with Cominco Lid. (5080),
Teek Corporation (1 4% and Highmont Miing Company (580, The Company and Cominco have equal control
and manageinent

Highland Valiey Copper holds and operates lirge scale copper/molybdenum mining and millivg operations in
the Highlandd Valiey arca of British Columbia, producing copper and molybdenum in concentrates with gold and
silver as bv=products

1) The Company haolds a 29.1% interest in Bullmoose Coal, a joint venture with Teck € orporation (60 and
Nissho hwat Coal Development (Canada) Lid G100 The progect. an open pit coal mine and processing lacility. i
located in northeastern British Columbia
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6.

Both of the above operations are accounted for using the proportionate consolidation method. The Company’s
shar. in the assets, liabilities. revenue, expenses and cash flow of the partnership and joint venture, respectively, are

as follows:
(s thousands of Canadum dollars) 1996 1995
Revenue $ 169017 | § 2612
Expenses 145953 138,000
Earnings before taxes S 25,0064 $ 9812
Assets $ 245606 | $ 246261
Liabilities 33,860 27097
Net investment § 211,746 $ 221,164
Cash inflow (outfiow) from. | i
Operating activities $ 39104 . $ 130284
Financing activities Q174 24700 |
Investing activities (16,533) (14658 |
Increase in cash S 20597 $ 113,1% |
Inventories
G thousands of (anadian dollars) 1996 1995
Mining operations i
Concentrates and cathode copper $ 50683 | § 17945 |
Coal 7161 975 |
Mine supplies 19,699 18277 |
57545 37195 |
Metals distribution operations 250,935 240959 |
S 308476 @ $ 278154 |

Included in metals distribution operations in the United States are inventeries valued on a LIFO basis at
December 31, 1996 of $2105 milhion (1995 ~ $192.8 million) which had a replacement cost of $219.1 million

(1995 - $222.8 million)

———— o
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7 Property, Plant aod Equipment

fan thousands of (anadinn doliar 1996 1995
, et s A A R S S A————"
Buildings. of cost $ 127085 | § 120485
Less accumulated depreciation 41,580 ; 57511
85,805 02974 |
i ,
Plant machinery and equipment, at cost 540,224 504,224
Less accumulated depreaation 169,641 84,692
370,583 305,532
Land, at cost 15,547 15,158
S 471953 8§ 461664
Miniag Properticos
(o thonesarnds of Canadian dsllors) 1996 ' IM
Mining propertics, at cost S SoaB12 ; $ AMNe
1
Less accurnulated amortization 104,599 7‘ 85,045
$ 400213 5 WL

Included in mining properties are properties held 1or development having a book value of $386 million (1995 ~
$15.8 mitlion)

In 1996, th. Company’s investment in Minera Alumbrera Limited was reclassified to Investment (see note 9) from
Mining Properties. The 1995 comparative figures have been restated accordingly

Investioent

The investment is carried on an equity basis.

(o thousands of Canadwn dotiars) % Ownership 1996 1995
Mincra Alumbrera Limived 2 l S 269909 § 256844

Effective May 19, 1995, the Company acquired a 25% eliective interest in Minera Alumbrera Limited which holds the
Bajo de la Alumbrera copper/gold deposit in nosthwest Amgentina: The cosi of the Company’s 25% interest was $2564
milhon. During the year the Company has provided $15.1 million in additional equity 1o the project

Corsiration aa Uy gt comaaaed 14 1975 The Minwra Alnbiroas Limited Boand has appaoved a progea budget of
US8905 millon. excluding interest and' finanang costs. At December 31, 1996, capital commitments on the project were
USST75 million. The Company’s share of remaiming commitments amounts o U$832 million which will be funded by
addnional sharcholder loans All such loans are expected 10 be repaid in 1967 from the proceeds of the project finanong,

Project financing is being arranged for the project with loan commitments of US$670 million The financing is
expected to “ose in 197 Upon conclusion of the financing the Company will guarantee 25% of the outstanding
balance until such 'ime as the pro,oct passes certai completinn tests

An interim bndge loan has been ananged durning the vear with the underwriters of the project financing As at
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Decembier 31, 1996 USS100 million was outstanding The Company Fas guaraineed 25% of the outs‘anding amount
Upan completian of the project financag arratgements this +an will fortn part of 1 e total commitment.

The Company has provided §112.2 million in advances which are expected 1o be epaid from the projec, financing,
Consequently. these advances have be - p wickeded in recetvables and prepaid expen s

Other Assels

tin thosands of Caimdan dolloss) 1996 1995 :

Long term investments (o) $ 3500 $ 10968

Goodwill, e o amontization 14,979 16,885

Pension (note 15) 15,240 13,673
g LY $ 41526

@ At December 31,1996, long tesm investments include marketable secunities at a value of $nil (1995 - §7 million)

and a royalty asset of $55 million (1995 ~ $4 million) The market value at December 51, 1996 of the marketable
securities was 81 miliion (1995-859 million). During 1996, the Company disposed of marketable securities for

gross proceeds of $75 million,

Long Term Deln

(irs theowasanads of Canaduan dollars ) 1996 1995

Cerro Colorado loans (a) $ 201,150 $ 235700
705% US dollar debentures due Nov. 1, 2005 (b) 205,440 202.875
Notes, housing loans and mongages payable 1,567 2,160

408,157 440,755

Less portion included in current Liabilities 18,825 14,277

S 389,554 $ 426458

(W

)

)

The Company’s Cerro Colorado project ioans outstanding at December 31, 1996 were USS147 million (1995 -
USS175 million) The average interest rate on loans sutstanding at December 31, 1996 was 7.23% Other financing
costs. consisting of commitment fees, agency and trustee fees, political nsk insurance premiums and associated
standby fecs, amounted to 0.73% of the average outstanding on the loans during 1996 The last scheduled
payment is in April, 2006 In addition 10 the scheduled payments, mandatory prepayments may be required from
time to time, depending on semi-annual cash flow from the project afier scheduled debt service

These loans are secured by o mongage and charge on the assets of the project (book value at December 31,
1996 -~ Cdn$5288 million) Pre<completion. Rio Algom has guaranteed the full amount of the loans. The
guaraniee does not apply in the event of payment defaults related 1o certain political events Completion is based
on the satisfaction of certain financial and performa.ice criteria of the project. If the project achieves these criteria
the loans will become substantially non-recourse to Rio Algom

In November 1995, the Company issued USS150 million of unsecured 2059 debentures due November 1, 2005,
Costs associated with the issue of the debentures are being amortized over the term of the debt

Long term debt repayment requirements over the next five vears amount to $188 million in 1997 $248 million in
1998 825 million in 1999 $26 million in 2000 and $28 1 million in 2001
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Site Resoration and Related Obligations

1 9O¢

12,859

110,450

Capital St

199¢

550,000
14 109,659
Unlimited

Nil
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14 Camudative Translation Adjustment

15

1o housands uf Canadsas doliars 1996 1995

|
Unrecognized translation gains, beginning of year $ M2 § 522
Decrease attrabutable 1o Atlas Steels Limited -1 (5.97%)
Increase (decre,se) in unrecognized translation gains 505 (17529)
Un vcognized translation gains, end of year S 351295 J $ 30™2 |

The balance of §513% milhion at December 31, 1996 reprasents the cumulative unrecognized exchange gain on the
Company’s foreign assets. The change in the balance during the year reflects the impact of foreign currency
fluctuations.

Peosion Plans

Maost employees are covered by noncantributory defined benefit pension plans. The funds of cach of the various
pension plans are administered by a corporate trustee or an insurance company. Benefits under the plans are
generally determined by years of service and employees” compensation, the latter being based on the three highest of
the last ten years of employment or a flat dollar benefit

An actuarial valuation is performed at least triennially with interveniag annual reassessments for substantially all
plans 1o determine the present value of the accrued pension benefas Pension fund assets are carried at values
determined by using o three-year average between book and market * alues.

The following data is based upon reports of independent actuarial consaltants at December 31

.

un Hissands of Canadsont dollurs) ~ 1996 1995

W A A s A -
Market value of pension fund asset: $ 251,700 1§ 22171 |
Less actuanial present value of progect beneflit obligations 201,515 | 201451
Total surplus $ 50881 $§ 270
Unrecorded plan surplus s S 36,945 $ 12047 |
Pension asset recognized on the consolidated balance sheet (note 100 13,240 15,673 |
Total surplus $ 5088 § 2570 |

The total pension expense amounted o 82 million in 1996 and $24 million in 1995 The components of the pension
expense were as follows

fons thennnandds af Canaditss hollars ! 1996 1995

Current service cost $ 548 $ 40
Interest cost an projected benefit obligations 14,102 16l
Actual retum on plans’ assets (20,697)? (19.485) |
Net amortization and deferrals 2% | 5967 |
Pension expense $ 2028 ; $ 2583

The interest rate usedt lor determination of plan benefits and retomn on assets exceeded the assamed annual rate of
acrease in cimpensation by 26% in cach of 1996 and 1995 The unrecorded plan surplus is amortized on a straight~
line basis over peniods varying from 15 years 10 15 vears, depending on the pension plan demographics
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comphiance with applicable Canadian and United States securities laws and accepted by holders of more thar
50 of the voting shares for which the bid s made. In the event the rights become exercisable, each right will
aliow shareholders other than the acquiring person or group o acquire commaon shares of the Company at 50%
of the then current market price

() On February 23, 1994, Rio Algom issued 8,000,000 common shares and 4,000,000 common share purchase
watrants (“warrants”) offered in units consisting of one common share and one-half of one warrant at a unit
value of $2250 Of the unit issuc price of $2250, the Company allocated $22.00 to the common share and $0.50
10 the one-half warrant compnsing the w . The warrants were exercisable any time until February ™, 1996 at a
price of $25.00 per share

Skare Option Plans

Changes in options to acquire comman shares outstanding during 1996 under the vanous share option plans were as
follows

1987 Plan 1993 Plan 1993 Directors Plan 1996 Directors’ Pan
Share Option Plan 1996 1995 1996 1995 1996 1995 1996 1995
Balance, beginning | |
of year 311,900 572200 1,109427 607126 208,000 151,000 - .
Changes in year i
Granted - - 457400 539800 | - 57000 96,757 -
Exeicised (148,500) - @652 4823 | - - - .
Expired - 6030000  (60,701)  (9267) | - i g -
Balance end of year 163,400 311900 = 1,289,605 1109427 208000 208000 @ 96,757 -

The range of exercise prices and shares reserve o for options outstanding at December 31, 1996 were as follows:

Shatee Option Plan 1987 Plan 199 Plan 1993 Directors Plan 1996 Directors 'lan
Range of exercise price:  $15.25 = $1600 | $1800 - $2735 $1775 - §2725 | $2575 - 82725 |
Shares reserved 163,400 | 5,611,005 208,000 | S00.000

{a) The 1987 Share Option Plan and the 1995 Directors’ Plan are now terminated except as to outstanding options
which expire at various times up to 2002 and 2005 respectively

1) Options under the 1995 Share Option Plan generally have a term of 10 vears and vest as to one third of the
shares on each of the first, second and third anniversanes of the date of the grant

{1 Options under the 1996 Directory’ Plan vest as to one-third of the shares on each of the first, second and third
anniversanes of the date of the grant. The Plan will terminate on June 21, 2001
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17 The Hiieat of Applyving United States Generally Accepted Accounting Principles

The effect of applying United States generally accepted accounting principles ("US GAAP™) on net earnings is
as follows:

i thousads of Canadon dollars)

Net eamings for the year reported under Canadian GAAP
Add (deduct):
Restatement of concentrate and cathode inventory awaiting shipment to

lower of cost and net realizable value (net of tax) (715 (454)
Capitalized interest on deferred mine development costs (net of tax) (b) 9,541 7621
Increase in provision for post=retirement benefits (net of tax) () 2,920 (949!

Net earnings for the year reported under US GAAP

LTI TTO et See et By eRe e SRRt L AT T Y Rey

S 106544 $ 1358603

Eamings per share from continuing operations $ 1.30 5 I
Net eamings per share for the year S 191 $ 263
(&) The definition of cash and equivalents under US GAAP does not include short term investments with an initial

)

(©

term of greater than 90 days, or current bank Inans and overdrafts. Thi- would have the foliowing effect on the
consolidated statements of changes in financial position.

tie thowusarts of Canadion doliars) 1996 1995
Cash and equivalents, US GAAP, beginning of year S 288,186 $ 156721 |
Operating and investing activities cash flow on a Canadian and US basis (112,55%) (227471)
Changes in cash due 10 US GAAP - i
Financing activities on a Canadian basis 15,557 160435 |
(Increase) decrease in short term investments (33,896)§ 201456 '
Increase (decrease) in current bank loans and overdrafts 8,257 (4.955)
Financing activities cash flow, US GAAP (12,082) 356,936
Cash and equivalents, U'S GAAP. end of year $ 163551 @ § 288186

The Company capitalizes interest on a mine development project only if the interest anises on indebtedness
incurred specifically to finance the project. Under US GAAP, a portion of all interest costs incurred must be
capitalized as part of the project under development

Effective January 1. 1993, Statement of Financial Accounting Standards (“SFAS®) No. 106 - Post-Retirement Benefits
was adopted in the preparation of the Company’s finanaal stalements under US GAAP SFAS No. 106 requires
the projected future cost of providing post=retirement benefits such as health care and life insurance, to
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 $38 miliion (net of tax).
The cumulative eflect on the Company was a reduction 1o retained carnings at December 31, 1996 of
approximately $35.1 mitlion
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16 Commitenents and Contingenoes

(a)
)

©

()

(]

Tie commitments of Minera Alombirera Limited are discassed in note 9,

The estimated capitel cost at Decomber 31, 1996 10 compdele the Company’s Smith Ranch uraniom project was
USS24.4 million of which USSS3 million was commitied at that date. The estimated total cost 1o complete other
capital projects, as at December 31, 1996 was approximately 524 7 milhion committed $168 million)

The Company and Inmet have commitied 1o spend of least @ further USS57 milhion on the Antaraina peoject
over 1he next two years, during which time they will ondostake @ feasibibity study. Al the end of the two-ycar
period. the Company and Inmet-may clect o retum the property 1o Centromin Gn ageacy of the Peruvian
government) or o proceed with develepment. i they eloc 1o proceed with development, they have made an
investment commitment of USS25 billion in connection with the bid. In 2001, il the actual investment s less
than the investiment commitment, 50% of the shortfall would be payable in hew of further expenditures.

The Company is committed 1o future minimum annual rental peyments in the amount of $526 million under
uprerating lease. which expire from 1997 to 2006 Commitments arne $82 million in 1997 863 million in 1996, $49
million in 1999, §33 million in 2000 and $2.4 million in 2001

Potash Compaiy of America, Inc (PCAY, a subsidiary of Rio Algom, and Rio Algom are defendants with other
US and Canadian potash producers in a class action ¢l sant brought by dircet potash purchasers in the United
States in 19935 The plontiffs aliege the defendants vioksted various federal anti-trust laws, including the US.
Sherman Act, with respect to the sale of potash from 1987 10 the present. The plaintifis are daiming damages and
ather vhief on behall of them elves and certaiy classes of other direat purchasers. Other substantially dentical
suits have been brought by indiredt potash purchasers wn lhinos and in Califorria. The Cabiggnia action against
Rio Algom and PCA has been dismissed, and the Hlinois action alse: has been disemissed, al*hough it is on appeal
On January 2, 1997 the District Court in the dirert purchaser class action suit, consolidated in Minnesota, ordered
that summary judgment be granted in favour of all defendants, inciading PCA and Rio Algom, and dismissesd the
plamtifls’ class action complaint. Plamntifls have appealed the raling to the Eghith Circuit Court of Appeals in
respect of all defendants except Rio Algom Lin,ited

PCA believes these actions 1o be unfounded and is continuing to vigorously defend against them.

In January 1994 in a separete action, the United States Department of Justie served PCA with a Grand Jury
subpoena secking certain documents related to the Grand Jury's investigation of possible violations of the
Sherman Act and related foderal statutes by companies in the potash industry. In June, 1996, PCA was advised that
the Grand Jury investigation had been terminated with no action being taken against PCA or any other party
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The timing differences giving rise 1o deferred taxes and their reversal principally relate 1o deprreciation and amonization.

A reconciliation of the weighted average Canadian income taxes and raies and the effective income and mining taxes
and rates is as follows (different rates of income tax apply 10 income from mining, manufacturing and othor sources)

1996 1995
G thousonds LU (0 housands %
of Conadian dollars) of Canadhan dollars)
..................... ; s r——————"
Weighted average Canadian income taxes and rates $ 52105 448% x $ 102050 445%
Increase (decrease) resulting from :
Resoune and depletion allowances net of
provincial mining Laxes 95 o8 25m 1
Exempt dividends 549 05 (1689 ©7)
Tax dree portion of gan »in sale of invesiments Q4 - : 2061) (09
Foreym taxes @921 @2 (3801 (7
Other 2473 21 | 1R8I 09 |
Effective income and mining tuxes and rates S 50001 45.0% $ 98938 452% |

Toir Value of Finandial Insteuments

The carrying amount of cash and sho+ torm investments, accounts receivable, bank loans an! overdrafts and
accounts paveble and accrued liabilities in the consolid »ed balance sheets approximate fair vatues due 1o the short
term maiurities of these instruments,

Fixed rate long term debt instruments are estimated o approximate fair values as actial_rates are consistent with
rates estimated 10 be currently available for debt of similar terms and remaming maturities.

Fawr value estimates are madde at a specilic pomnt in time, based on relevant market information and information
about the fingnciai instrument. These estimates are subjective in nature and involve uncertainties and matters of
significant judgement and therefore cannot be determined with precision. Changes in assumptions could significantly

affect the estimaltes ,

S bty and Geographic Segment Data

The aperations of the Company are grouped into industry and geographic segments
INDUNTRY SEGMINTS

Mining

Mining and processing of copper ore into cathode copper in Chile

Partnership interest in muining and milling of copper/molvbdenum ore in Canada
foint venture interest in minine and teeatment of metallurgical coal in Canada

Rovalty imterest in a .7 ad mine in Canada

Exploration and development through offices in North and South America and Ireland
25% interest in the development of a copper/gold deposit in Argentina

Drevelopment of a uranium in situ leaching deposit in the United States

. i DN R S Wb AR B

Mining and milling of uranium in Canadla (discontinued operations)
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20,

mine development costs and certain financial reserves not deductible for tax purposes unti’ paid The cumulative
eflect on the Company was an increase 1o retained camnings at December 31, 1996 of approximately $13 million

[ The Company’s share aptions are measured using the intrinsic value-based method of accounting under which
compensation cost is the excess, if any, of the quoted market price of the stock at the gramt date or other

measurement date over the amount an employee must pay 1o acquire the stock

Interest Exprense
i hovsancds of Canaduas: drliary) 1996 1995
it g o R St .
Interest on demand loans and other $ 4w s §
interest on long term deb 31268 2509 |
$ 36191 § s26% !
Depreciation and Amortization
(i thousarats of Canadian dollars) 1996 1995
I machinery and equipment S 37641 5 3500 |
Mining properties 20859 18991 |
S 58500 § 5406
Income and Mining lanes
Eaming; before taxes, minority interest and discontinued operations consist of
i thowsandds of Canadian doilars: 1996 1995
Canadian s 3w s e
Foreign 93,068 80922
$ 116265  § 22922
Income and mining taxes consist of
funr thowsands of Caradian dotiars) 1996 1995
Current ; i
Canadian S 45775 § 5939 |
Foreign 8,953 14994 |
34708 24365 |
Deferred ;
Canadian (32,735) 7304 |
Foreign 28,028 17249
(4,707) ! 24553 |
Total income and mining taxes S 50001 s oposg
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Depreciation and Amortization

1996

1995

(o thonsandds of Cunadiar dotlars
Mining

Metals distribution

Segment depreciation and amortization expense
Corporate and exploration depreciation

Total depreciation and amoriization expense

$ 5117
2,083

$ 47w
9.954

58,256
244

53,733

$  S4041

Caprital Expenditures

(i thansands of Canadion dollary

Mining (a)

Metals distribution (a)

Segment capital expenditures

Corporate and exploration capital expenditures
Total capital expenditures

Less disposals
Total capital expenditures (net)

1996

1995

§ 69632
H414

$ mwal
51015

78,046

110,226
573

78,752
(1,296)

11039

S 77456

$ 107753

(@) Includes expenditures on construction in progress.

GLOGRAPHIC SEGVENTS

Revenue

(m thowsands of Canadun dotlars |

Canada

United States

Australia / New Zealand
Chile

1996

o

S 414852
1,245,385

173,270

$ 485501 |
1111553 |
4927 |
135956

51,853,487

$1962.267 |

Operating |+ Jit

(1 thowsands of (avusdinn dollary

Canada

United States

Australia / New Zvaland
Chile

1996

s 37920
63,602

68,347 |

S 169878

.......................
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Metals Distrilyation 1
o Marketing through serviee comtres of stainless st 1 and ather metal products in Canada and the United Mates

— |
[y Tp——— 1996 1005 |
R S TSR B R TSI ORI R PSS Bl S U= 10 ST 4 o =RRIETRRE i |
Mining S 38557 § 5495 g
Metals distribuition 1,478,150 1,596,772 :
Consolidated S$1,055 407 § 1912207 :
Revenue in the table above, includes revenue from mice production and sales of metal producs. All sales are 1o
customens otside the Company :
Oygwerating Vrofit
o amasmot o womdin, sllars 1996 1995
Mining S 9204 § 15655
Metals distribution 755 95,114
Operating profit 169 878 240,743
weduct {
Exjoration 15,660 8740
Corporate expenses 22,110 17726
Gain on sale of subwiciary N * (20,550
Interest expense net of nvestment income 1784% 14,574

53,615 20514
Earnings before taves, minority interest and discontinued aperations S 116265 § 292

- a—— —

Operating profit is revenuc less apphicabile aperating expenses

Identifiable Masets

1 (ivmesanns of {ansaddurn doliary 1996 1995
Mining () SLAOIATS | SLIBO0RL
Metals distribwtion 563,117 525158 |
Discontinued aperations 22,646 267075 |
Sepment identifiable assets (1) 197263 | 1976115 |
General corporate assets (h) 109,755 264,29% |
Total assets S 2067589  $2260408

B

@) See note 5 for detals of the Company’s share of the partnership and joint venture assets and habilities

) Segment identifiable assets ar. e assets that are used in ine aperations of cach segment. General corparate
assets are principalhy cash and <hos ! lerm invesiments
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25 Subsoguent Hvent
Conventibile Deventure and bquity Offering ;
In January 1997 Kio Algom Limited arranged a $500 million underwritien financing comprising $353.4 million l
of 55 convertible redeemable subordinated debentures, evidenced by instalment receipts and 4417500 of
common shares

The procecds from the oficning will be used 10 fund some or all of the Company’s planned capital expenditures and
for genesal corporate purposes. which may include acquisitions, nvestments and the repayment and/or refinancing
of dett.

On Vebruary 4. 1997 the financing dosed and e Company received $308 million, representing the net proceeds on
the sale of shares and the fimst instalment on the convertible debentures. The second instalment on the conventible
debentures of $176.7 million is due on or before February 4. 1996 p

Credit Facility |
The Company has accepted an offer of financing from three major North American banks 1o fully underwrite a five-
year revolving credit facility of US$500 million, or the Canadian equivalent This facility will replace the Company’s i
existing $125 million lines of credit
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Mewtifinble Vssets

0 thowsand: of (anadsas dodlon

Canada

United States

Chile

Argentina

Pora

Other coumtrns
Discontinues] nperations

$ 532670

644,620
485415

268,048

19,485

116,501

22646

|

1995

$ oM
574,540
A
256621
49
207875

$ 2,087,589

$2.260408

gHR DA

Faport sales fromi Conata

G thmosands of (unadiar dollars)

lapan

Unuied States
Prilippines
Europe

Other countries

S 105,205
19,160

WIS

8

3,064
41,015

{

S 11%1

ﬁt
3
.
!

|
39712 |
$ 252968

The above sales are 10 customers outside the Company

Kevene by products sold

(0 thanesanes of Condiann dolisrs )

Copper
Stainless steel
Aluminum
Carbon sieel
Specially steels
Other products

1996

15%
35
25

10
12

......................

16

100%
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B ——— -

\ Ia'l(y Nevrew

R AN i ED



it B s PP P —— P ———— P —— P D G ————— > Fer T

Guvin Yhaw Arviw

LARNINGS

Mu« d(-‘uu 1996 1995 1994

Renue SIMISS | Siom3 | 810080

Cost of mine production and metal sales 14204 14669 e

Selling general and administration 2068 2295 1737

Other income and interest expense 179 59 aon

Depreciation and amontization 565 541 442

Exploration 156 Lﬂﬁ el

Earnings before taxes, minority interest and discontinued operations 11653 2292 1150

Income and mining taxes 50.0 89 454

Earnings from continuing operations. belore minority interest |
i subsidiary companics 663 1503 96

Loty interest in net eamings of subsidiary companies ey W 49 37

Larmings from continuing aperations 66.2 1254 659

Discontinued operations. net of tax 20 93

Larnings before extraordinary items 100.4 1524 752

Lxtraordi *ry items & > s

el eant - S 1004 § 1524 $ 752

PRODUCTION DATA

imiluans encept potash. ol ond seel)

Cathode copper (pounds) 150.8 803 83 |

Copper in concentrate (pounds)* 1101 1168 192

Uranium in concentrate (pounds) 12 20 18

Molybdenum in concentrate (pounds?® 1.0 12 12 |

Potash (thousands of tons) - - - |

" sal (thousands of fonnes” 544 558 544 I

L concentrate (pounds) - . . }

Jee! housands of tons) - - . )

:l@"'u.mm shar -

FINANCIAL DATA

muuud(nduddhawn Mdm»

Per common shan 1
Net earnings s $§ 2% | $ 148 |
Dividends 070 060 | 060 |
Equity L2039 1890 | 1787 |

Worku g capital 5540 4985 | 5650 |

Plant and equipment e 4617 | 4255 | :

Mining properties 4002 Wi 027 | !

1otal assets 20874 22604 ! 197%63 \

Ketum an average total assets 4.6% 65% | 4 l%

Redecmable preference shares - | - i =

Long term dett 3895 4265 2791

Advances from Ontanio Hydro . 2466 | 2571

Net capital expenditures ns | 1077 | 7.1

Common shareholders’ equity L1416 9840 | 9024 |

Retum on werage common sharcholders’ equity 9.5% 14000 970 |

OTHER DATA

Common shares oulsundmg (millions) 560 531 | 520

Number ol employees 2337 | 2765 | 2810 |

Price range of common shares ; |
high $ 3228 | S48 | § 22 |
low $23578 i S$3435 | 8 2100 |

v lf"l'd*"’
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CATHODE COMY R

Cathode copper is produced either by
eloctrowinning o cleatrorefining at Cerro
Colorado, by electrowinning In the
clectrowinning process. copper contained
in & sulphuric acid-copper sulphate
solution is recovered in an electrulytic cell
Electric current flows between o lead
anode and 4 stainless steel cathode,
plating the copper out anto the cathade

CUr GRADY

Lowest grade of mineralized material
which s considered economic for mine
planning and caleulation of ore reserves.

FULCTROWINNING
See ‘Cathode Copper”

TLOTATION

A milling process in which some mineral
particles are induced 10 become attached
1o bubbles and float, and others 1o sink.
thus o wentrating the valuable minerals
and separating them from the worthless
minetals

INMTU URANIUM LEACHING

A process involving pumping  an
environmentally benign solution of water
and sodwim bicarbonate down an ingection
well where it flows through the deposit,
dissolving uranium The urenium-beanng
solution is pumped 1o the surface where
the wranium s recovered from the solution
In site leaching generally has lower capital
and aperating costs because it not only
replaces more capital imlensive mining
techniques. but also bypasses a large
portion of the traditional milling process.

LEACHING

The process by which a soluble mineral
can be economically recovered from one
I dasoiution

LEACTE PADS

As used at Cerro Colorado. leach pads are

polvethylene-lined surfaces about half o
square kilometre in area cach. on which

G OSSARY

approximately S50 tonnes of finely
orushed ore are placed. The ore s treated
for & puriod of approxic.ately nine
manths with & weak acid salution which,
with the assstance of natural bacterial
activity, keaches the copper from the ore

LM
The London Metal Exchange

METALLURGICAL COAL

Coal which is sultable for processing into
coke for use in steel production

MILLING

A treatment process invelving fine

grinding of ore
OX1D)

A mineral which has been oxidized
Oxidatiun tends 10 make material more

porous

PAYARLYE COPPER/GOLD

The portion of refined copper/gold
contained in concentrate for which
payment is made by the smelter/refinery,
after allowances for recovery, deductions
andd other commercial lacton

PORPHY RY

Cenerally a large body of intrusive rock
containing relatively large crystals in o
fine=grained groundmass

KIESERVES

The tonnage and grade of mineralization
which can be extracted profitabily. classified
according 1o the level of onfidence that
can be placed in the data Proven vserves
have been sampled extonsivedy by closely
spaced drill holes or developed by
underground workings in sufficent detail
1o obtain @ high level of confidence in the
estimate of grade and tonnage. probabil
reserves cannot be estimatedd with the same
degrer of confidence because they have not
been sampled in the same detail “Resenes”,
a used by Rio Algom in this report only
include proven and probabile resenes

Jaxry Nawe

HIO ALGOM LIMITED

KisOURCH

The caloulated amount of material in o
minete: deposit, based on limited drill
information and without sufficient
technical of sconani cortainty 10 gualify
as o reserve As used by Rio Algom in s
repont. this includes measured, indicated
and inferred rsounes

KECOVERY KATE
Percent of the total contained mineral
values in ore which are recovened in the
milling process

SETTREMENTS

Process of making payment for shupments
of metals, usually after delivery

SKAKRN D PFOST

Metamorphosed limestone or dolomitic
rocks commonly forined near an gneous
intrusion

SOUVIENT IXTRACTION

As applied at Cerro Colorado, the use of
an intermediate ogganic solvent to
remove capper from the salution which
results from leaching

MU

A compound of sulphur and some other
clement

SO MAKKLT PKRICYH

Price recewved for product on e open
market rather than under long term
contract

TATLINGS

The residue from an are processing plant
after all economically recoverable
minerals in ore have been extracted

CRANTUNM ENCHANG

The Uranium Exchange Company 1s a
uranium and fuel services brokerage and
consulting firm which publishes uranium
market price indicators and The Ux
Weekly a newsletier on uranium

O —— R P S ———
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o The Elliot Lake uranium operations. of which the last operating mine, Stanlegh, ceased operations effective June 50
1996, are shown as discantinued aperations. The Quirke and Panel uranium mines at Elliol Lake were dosed in 1990

o The Company sold its 60 %% interest in Atlas Steels Limited of Australia in 1995

o The Cero Colorado Mine commenced comme raial production in June 1994 Proceeds from the production of 8.6 million
pounds of cathade copper prior (o that date were credited 10 the onginal capital cost of the projea

o The potash operations, which were acquired in 1986, were sold in October 1995 and are shown as discontinued
operalions

o Copper and Mﬁuk-num production figures are not comparable because of the 1988 # rganization of Lornex Mining
Camporation L and the 1991 conversion of a small royalty interest in the Highland Valley Copper paninership

o The tin operations were closed down in 1992 and are shown as discontinued operations
o A special dividend of $6.25 per common share was paid in 1991

« The Corporation adopied the CICA accounting policy for site restoration and related obligations prospectively
from 1990

o Steel manufacturing operations were sold in 1969
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ARENOLDER TRFORMATION

STOOKR EXCHANGE LISTINGS

Cammaon Shares (symbol ROM)
Toramto, Montreal. Amenican
Instalment Receipts = Debientures
(symbol ROMD

Toranto, Montreal

RECISTRARS AND TRANSIHIER
AGIENTS

The Momtrcal Trust Company

of Canada

Toronto, Montreal, Winnipeg, Regina,
Calgary and Vancouver

The Bank of Nova Scotia
Trust Company of New York
New York NY

SHARIHOLDER INQUIRNIES

Inquinies with respect 1o dividend
payments, lost dividend chegues,

changes of address or registration,
lost share certificates and tas forms

should be directed 1o the Stock
Transler Department of Montreal
Trust at any of the cities noted, of 1o
the following

The Bank of Nova Scotia Trust
Company of New York

One Liberty Plaza

New York, NY 10006
Telephone (212) 2255427
Fax: (212) 225-54%

Stock Transfer Department
Montreal Trust

151 Front Street West
Taronto, Ontario M5) 2N1
Telephone (416) 981-9500
Fax: (416) 98 1-9800

INVIESTOR RELATHONS

For information about Rio Algom
and copies of the annual and

quarterly reports and other comorate

publications, contact

Corporate Affairs

Rio Algom Limited

Suite 2600 120 Adelaide Street West
Toronto, Ontario M5H TW5

Telephone: (416) 367-4000
Fax 416) 3656870

HAth ALGOEM LiIANIER D

R N TR ST Ll 11 N SR at ) SRR LRy - Reey

DIV NDS

In recent years. Rio Algom has paid
common share dividends on a semi-
annual basis. The payments of such
dividends in future yean must
necessarily be determined by the
Board of Directors of the Company in
light of future carnings. inancial
requirements and other relevant
factors. The Company’s ability to pay
future dividends may. in ceftain
circumstances, also be affected by
covenants contained in the
Company’s syndicated line of credit
agreements. At current and projected
operating and economic levels, these

are not expected 1o prevent the
payment of normal cash dividends.
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First Second Thard Fourth
o el @ { anodinn doliors evopt pe share date) Quanet Quarner Quaner Quaner Year 1
G o A s s NI, oy AN, 1 v o R - - SRR, . RS . A
v | |
Kevenue S W9 5 44| 5 MY 5 S| 1A
Larmings from continuimg operations 24 195 1o 1ns 062
Net canmings 20 209 ; 4o VR 1004
Net carmings per common share from ‘ ;
CONUNUING operations 040 055 025 020 120
Net carnings per common share _ 88 037 ﬂilji 0.77 1.2
! | i
1o | 5 ;
Kevenue $ Sad 8 SSH| 8 56510 8 a0 8 1M
Farming from continuing opetations 544 152 , 2646 ; 52 1254 |
Nt earings s | 6 | 74 | 3 1324
Net carings per comman share from 3 ’
continuing operations 006 | 064 | 051 | 060 | 241
Net earnings per commor: share 0% | 066 | 05 | 066 | 25%

2 - )
()( IRPORATE o(/( WERNANCE

In 1994, the T8E Repont on Corparate Governance recommended that the Toronto Stock Exchange adopt as a listing
requirement that each listed company incorporated in Canuda be required 1o disclose information relating 1o its system ol
corporate governance with reference 1o the gaidelines set out in the TSE Report. Rio Algom supports these initiatives and
s committed to maintaiing a leadership role in the area of carporate governance

Kio Algom's directon and management have responded 10 the need 1o establish forward-looning governance policies and to
constantly evaluate and madify them 1o ensure therr effectiveness. Rio Algom's disclosure is set out in the Management
Infarmation Circular relating 1o the Company's April 25 1997 Annual Meeting of Sharcholders. This disclosure statement has
been prepared by the Corporate Governance Commitiee of the Board and has been approved by the Board al Directors
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MINING

corres

Proko Cavrinvo B

President

Comgtina Minera Cerrw Colorudo 1 imitada
Las Ursinas 53, 11th Ploor
Providencia

Santiago, Chile

Telephone (56) (2) 255271

Fax: (56) () 2510262

Davio L Jonssion

President

Highland Valley Copper

PO Box 150

Logan Lake, British Columbia
Canada VOK 1WO

Telephone (604) 575-2445
Fax (604) 5755290

Pinin b Feionn

Chairman and President
Minera Albwera Linvited
Adolio Davila 750

Lok 200

1107 Buenos Aires
Argenting

Telephone (54) (1) 3420744
Fax (54) (1) 545-6250

URANIUM

Romxr P Luw

Prosicent

Kie Algoon Musing Corp

Quivira Alining Compan

Suite 525

6305 Waterford Boulevard
Oklahama City, OK 731181115
USA

Telephone: (405) B48-1190

Fax (405) Bal-1 208

g
OrirannG LOcanons

FXPILORATION

C Ky O Connon
Prosidont

Kio Algom Lxplaration I
Suite 2400

120 Adelaide Stroet West
Toromto, Ontano

Cenada MSIHTWS
Telephone [416) 3656853
Fax (d16) S65-6H40

Oun Bosiam

Laploration Manager North America
Kio Algonn Lapioration Ine

409 Granville St Suite 9000
Vancouver, BC

Canada VaC 172

Telephone: (604) 6H8-3046

Fax (604) 690447

Jous A MeCustock

Lxploration Manager, South Americe
Compania Minera Rinchiles $.A

Jose Antonio Soffia 2747

Suite 404, Providencia

Santiago, Chile

Telephone: (56) (2) 254- 1887

Fax: (56) (2) 254-24606

Nicuars Tiness

Exploration Manager. Argenting
Rio Algorn Lxploration In¢
Granaderos 1153

Mendoza 5500

Armgentina

Telephone (54) (61) 207549

Fax: (540 (1) 257252

Brian Broosky

AN AsCENCRN

Kuw Algown, Sucursal del Peru

Av Los Conquistadiores 948
Oficina 5A. San lwdro

Lima. Peru

Telephone (311 (1) 441-9408
Fax (51 (1) 4424855

1 lrmw./' ‘ zn(
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METALS DISTRIBNUVTION

NORTII AMERICAN METALS
DISTRIRUTION GROUP

NORMAN £ Smtn
Chairman
Norih American Metals Distribattion Group

Hakeison 1 Josis
Lxecutive Vice=President
(Northern Division)
Vincen! Metal Gonds

MiCHARL REACHENBACHTEK
Executive Vice=President
(Southern Division)
Vincent Metal Gouds

North Amerscan Metals Distribution Group
Vincent Metal Goods

455 85th Avenue NW

Minncapolis, Minnesota 55453

L'SA

Telephone: (612) 717-9000

Fax: (612) 7197108

Withiam L Popiocs
President

Atlas Alloys hi

161 The West Mall
Eidbicoke. Ontano
Canada M9C 4\
Telephone: (d16) 622-5100
Fax: (416) 6215654

Eenisto Oxtioa Goanyz

General Manager

Aceromex- Atlas S.A DIECA

Calle £ Zapata N* 21

Col San Jeronimo

Tepetlacaleo, Tlalnepantla, 54090
Estado de Mexico

Telephone: (520 (5) 561-90-80

Fax: (32) (5) 597-58-5%
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* ol Rio Algom Limited will b~ held on
Wednesday April 23, 1997, at 1030 am
Cloronto time) in L rooms | and 2,
Toronto Hilton Hotel 145 Kichmond
Street West, Toronto, Ontanio, Canada.
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RIO ALCGOM LIMITED

Suite 2600, 120 Adelaide Street West
Toronto, Ontario MSH 1WS

Telephone: (416) 3674000
Fax. (416) 3656870






