
Quivira Mining Company,

Marvin D. Freeman
Vice President

Certified Mail June 24,1997
Retum Receipt Requested P 144 785 072

Mr. Joe Holonich
Uranium Recovery Branch
Division of Low Level Waste Management & Decommissioning
U.S. Nuclear Regulatory Commission, Mail Stop T7J9
11555 Rockville Pike
Rockville,MD 20850

Re: Ambrosia Lake Facility
License SUA-1473, Docket No. 40-8905
License Condition #22, Annual Surety Update

,

Dear Mr. Holonich:

Quivira Mining Company submits the following 1997 annual surety update to the source material )
license referenced abca e. Quivira proposes a new reclamation surety of $10.557 million. The newv '

surety uses the 1996 NLC approved surety as the cost basis and updates the surety for completed work
!

items subsequent to hst year's approved surety and approved license amendments. The proposed
i

surety contained in Appendix A also has been updated to account for inflation through March 1997.
J

Contained in Appendix B pursuant to requirements in license condition #22, are the pertinent I

documents necessary to continue the Parent Company Guarantee. These include: 1

(1) Letter from the Chief Financial Oflicer of Rio Algom Limited (Proposed);
1

(2) Coopers & Lybrand (Auditor) Special Report and attached schedule (Proposed);

(3) Rio Algom Limited Parent Company Guarantee (Proposed);

(4; Rio Algom Limited Annual Report of Financial Statements For Year Ending
December 31,1996 (audited by Coopers & Lybrand).

Signed originals ofitems (1), (2), and (3) will be submitted to NRC within 90 days of NRC approval
of the new proposed surety. Should you have any questions in regards to this submittal, please contact ]
me at (405) 848-1187. |

|
Sincerel , is

Ii <t.L u -
9707070315 970624 .

PDR ADOCK 04008905 M m Freeman
C pop g

Attachments: As stated -

xc: T. Fletcher w/ attachments (Ambrosia Lake) h[ !
P. Luthiger w/ attachments (Ambrosia Lake) |||||||||||||]|||||||||||D. Kavanagh w/ attachments (Toronto) ,-- - - > a -

,

Division of Radiation Safety (NRC/ Arlington, TX)

6305 Waterb d Boulevard, Suite 325, Oklahoma City, Oklahoma 73118 * (405) 848-1190 * FAX (405) 848-1208

_
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APPENDIX A

RECLAMATION COST BREAK-DOWNJ
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QUIVIRA MINING COMPANY i
ANNUAL ADJUSTMENT OF RECLAMATION SURETY - 1997 |

;

!

| Shown below is the 1997 proposed annual surety adjustment for the Ambrosia Lake
-

facility. The 1997 annual surety adjustment uses the previous year's approved reclamation sur:ty as j
a basis for this year's revised surety. ;

;

During the review period, NRC approved through license amendment #37 the disposal of !
Ile(2) byproduct materials.(4 License condition #41 A requires that a revised surety estimate, if :
necessary, must be submitted prior to receipt of any material under license condition #41. This ,

proposed surety includes a new line item to provide for that bonding requirement. |
|

The amended 1997 proposed surety accounts for the completion of distinct reclamation |
work units and where applicable, utilizes the inflation rate of 29.9% from 1988 to 1997, and an

;

inflation rate of 20.2% from 1990 through March 1997. The proposed 1997 reclamation stuety i
amount is $10.557 million. The table below indicates the basis for the proposed 1997 surety.

'

NRC RECLAMATION SURETY
AMBROSIA LAKE, NEW MEXICO

4

IQUIVIRA MINING CO.

WORK UNIT PROPOSED NRC 1997-98

BOND AMOUNT ($000)

Cover for MillTailings (19885)

Pond 1 Interim Cover Complete

Pond 2 Interim Cover Complete

!
Pond i Iow Perm layer Complete i

1

Pond i Radon Barrier Foot I Complete

Pond i Radon Barrier Foot 2 Complete

Pond i Radon Barrier Foot 3 Deleted by Amendment #31

Pond 2 low Perm Layer Complete

Pond 2 Radon Barrier Foot I Complete

Pond 2 Radon Barrier Foot 2 Complete

Pond 2 Radon Barrier Foot 3 Deleted by Amendment #31

Pond 1 Erosion Cover Deleted by Amendment #29

Pond 2 Erosion Cover Deleted by Amendment #29

Pond 3 Cover Deleted by Amendment #31

sUB-TOTAL 0
._

I

(U Mr. Joe Holonich (NRC)to Quivira Mining Company, approval dated May 16,1997. Incorporated within License SUA-1473,
Docket 40-8905, condition #41, license amendment #37
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WORK UNIT PROPOSED NRC 1997-98 !
iBOND AMOUNT ($000),

! Pond 2 Sand Contour Complete
|

| Pond 2 Fill to Grade South of *R" Line Complete
i

SUB TOTAL 0
! I

I
!

| Rock Protection 1,482 ,

i

j SUB-TOTAL I,482 !

| |

l- (
,

l Contour and/or Cover: |
-

#

Pond 2 Complete
| |
| Pond 4 16 :

;

Pond 5 6 |
2

!

Pond 7 73 1

i

Pond 9 34 'I
l

Pond 10 4 )|

Interceptor Trench 20 |

*
SUB-TOTAL 153

1

Lined Ponds 11-21 I

I
Remove Contam. Material (16-21) 299 ;

'|
Remove Berm (ll-15) 430 1

Cover With Six-Inch Material 97

Emsion Protection-West Side 81

SUB-TOTAL 907

Clean Up Wladblown Material

Section 30 Area Complete

Secti"a 5 Area Complete

Sec. 32 & Area N.of Pond 9 Complete

Area N.of Pond 1 52

SUS-TOTAL 52 |
i

| Reclaim IX-Mill Pond Area 126
i
'

Reclaim ikmow Area l18

Reclaim Quarry Deleted by Amendment #29
,

| SUB-TOTAL 244
I

|

| SUB-TOTAL OF ALL ADOVE 2,838

i

_- __ _ . . . _ . . _ . . . _ . . . , _ _ _ . . . . _ . .
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WORK UNIT PROPOSED NRC 1997-98

BOND AMOUNT ($000),

Salary -45% Labor as Above 223'"

Overhead and Profit at 10% 284

Mill Decommissioning 1,208

SUB-TOTAL OF ALL ABOVE 4,553

Resegetation

Pond I & 2 Areas Not Applicable

Pond 4 & 5 Areas 34

Pond 6 & 8 Areas Crmplete

Pond 7 29

i
Windblown Cleanup Areas 98 '

Borrow Areas 138

Pond 9 & 10 & Mill Areas 42

Ponds Il-21 3%
,

SL'B-TDTAL 647

Radiation Monitoring 50*

Soil Testing 10l* I

St'B-TOTAL OF ALL ABOVE 5,351

Contingency @ 15% 803

N.M. Gross Receipt Tax @ 5.75% 308

|SUB-TOTAL OF ALL ABOVE 6,462

'
,

1

Iinflation 1988 1997(29.9 %)* 1,932

Coundwater Cleanup 1990-1997(20.2 %)* 1,326*

NRC 1.ong-Term Fee 1990 - 1997(20 2 %) 577*

i

SUB-TOTAL OF ALL ABOVE 10,297 |

|

|
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WORK UNIT PROPOSED NRC 1997-98 !

BOND AMOUNT ($000)
,

Old Stope 14 aching (19965)

!, haft Reclamation 6
4

i Ventilation lloles 8

t

Injection lloles 6,

I
,

Site Reclamation 2
i

Re-vegetation 4 ;

SUB-TOTAL 26
,

1
'

; Solid Byproduct Disposal Area (19965)
.

d Disposal Area 26
.I

SoilTesting 2,

!.

SUB-TOTAL 28 [

Old Stope teach & Byproduct Desposal

Overhead and Profit at 10% 5

Contingency @ 15% 8

N.M. Gross Receipt Tax @ 5.75% 3

Inflation 1996 1997(1.8 %) * 1

SUB-TOTAL 17

1

De-Minimis ll(e)2 Deposal (19975)*

Disposal Area Radon Barrier 54

Disposal Area Rock Cover 69

Salary / Management 10

SoilTesting 3

Radiation /llealth Safety 9

Overhead and Profit at 10% 14 I

Contingency @ 15% 22

New Mexico Gross Receipts @ 5.75% 8

inflation 1997- 1997 (0%) O

SUB-TOTAL 189

TOTAL 10,557

"$ec attached Enclosure I for Salary Details.
* Adjusted for Work Completed From Salary Detail-(0.3357 * $150K)
* Adjusted for Work Completed From Salary Detail-(0.3357 * $300K)
"Trom NRCs Revised Cost Estimate dated 10/4/90 and updated to 3/97 5 (51,103K * 1.202 = $1,326K).
" Tram NRCs Revised Cost Estimate dated 10/4/90 and updated to 3/97 5 ($ 480K * 1.202 = 5 577K).

*1988 - 1997 Inflation (GNP-IPD) = 110.95 + 85.41 = 1.299 or 29.9%
*1990 - 1997 Inflation (GNP-IPD) = 110.95 + 92.29 = 1.202 or 20.2%
*1W6 - 1997 Inflation (GNP-IPD) = 110.95 + 109.00 = 1.018 or 1.8%
*See attached Enclosure 2 for 11(c)2 disposal details.

!

-
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ENCLOSURE 1

SALARY DETAIL
BASE ALLUVIAL LABOR COSTS. TOTAL COSTS. & SALARY COSTS

ADJUSTED FOR RECONCILIATED YARDAGE

4

!
.,

|
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i SALARY DETAIL
BASE ALLUVIAL LABOR COSTS. TOTAL COSTS. AND SALARY COSTS

ADJUSTED FOR RECONCILIATED YARDAGE

iThis schedule adjusts the alluvial earthwork salary cost to 45% of total remaining labor
costs based on the total work requirements to reclaim the mill tailings, the lined ponds, windblown
impacted areas, and related disturbances. The final value reflects the completion of distinct work
units. l

;

1

Salarv Costs Adjusted To Reflect Completed Work Units

Data |

Subtotal of Alluvial Earthwork Remaining = $2,838,000

Subtotal of Alluvial Earthwork in Initial Surety = $8,454,886i

Salary - 45% Labor in Initial Surety = $665,065

1

|

Adjusted oronortionally for work completed Gune 1988 $)

i

Adjusted Salary = $665,065 [ $2,838,000 / $8,454,886] i

1

Adjusted Salary = $665,065 [ 0.3357 ) = $223.262
l
1

!

.

|

|
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ENCLOSURE 2

DE-MINIMUS I1(c)2 DISPOSAL DETAIL

|

i
!
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! DE-MINIMIS 11(e) 2 DISPOSAL DETAIL ;

Surety Requirement-

i
,

1 >

i

1.0 . Cost Sum ==rv 19975 Dollars !

Radon Barrier for Disposal Area $ 53,634*
;

Rock Cover for Disposal Area 69,002e

Salary / Management Costs 9,688e

Soil Testing 3,387*

Radiation / Health Safety Technician 9,000 |
e

1 man X 3 months X $3,000/mo.

Total Direct Cost $ 144,711 ,

.

2.0 Surety Costs Calculations Basie

|
Five (5) year Forward Basis* :

Average Disposal Volume 25,000 yds /yr. !*

Single Disposal Cell of five (5) acres ")e

;

Radon Barrier Placement Cost |
2.0 feet soil- 16,130 cu. yds. At $1.90/cy * $ 30,647 ;

1.0 feet clay- 8,065 cu. yds. At $1.90/cy 15,324 !

0.5 feet soil- 4,033 cu. yds. At $1.90/cy 7,663

Subtotal $ 53,634 J

\

Erosion Protection Placement Cost i

Rock Cover (3" top layer) 2,016 cu. yds. at $9/cy * $ 18,144 i

Side Slopes - 6" side layer - 2,615 cu.. yds. @ $9/cy 23,535 |

Rock Haul & Placement 4631 cu. yds. @ 4.00/cy * 18,524 |
Spread & Blade Rock 4631 cu. yds. at $1.90/cy 8,799

$ 69,002
Sainrv/ Management

Salary Cost (7.9%* X $122636 direct cost) $ 9,688

Soil Testing
Soil Testing @ $0.12* /cu yds. X 28228 cy $ 3,387

* Five (5) acres X 20 feet high = 161,000 cubic yards capacity (provides 25% excess)
m Quivira's 1996 Bond - Disposal Calculation as accepted by NRC ($1.40/yd') inflated to 1997$.
* Ambrosia Lake Rock Supply Contract Avg. Cost Plus 10%
* Ambmsia Lake Rock Haul Contract Rate
* Quivira Proposed Rates in 1996 Surety Calculation on Byproduct Disposal and Accepted by NRC

i

1
,
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| APPENDIX B
1

SURETY DOCUMENTS

l
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i
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.

|
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; Rio~Alg:m Limited

June 30,1997
ProposedLetter

Mr. Joe Holonich, Branch Chief
Uranimn Recovery Branch
Division of Low-Level Waste Management

and Decommissioning,NMSS (5 E2)
Nuclear Regulatory Commission
11555 Rockville Pike
Rockville,MD 20850 :

l

Re: Chief Financial Officer Letter
'

Parent Company Guarantee
Ambrosia Lake Facility, SUA-1473, Docket 40-8905

Dear Mr. Holonich:
]

I am the chief financial officer of Rio Algom Limited (Rio Algom),120 Adelaide Street |
West, Suite 2600, Toronto, Ontario M5H 1W5, Canada, an Ontario Corporation. This letter is in j
support of Rio Algom's use of the financial test to demonstrate financial assurance, as specified in |

l10 CFR Part 40, Appendix A.

Rio Algom guarentees, through the parent guarantee submitted to demonstrate compliance
under 10 CFR Part 40, Appendix A, the decommissioning of the following facility owned by its
subsidiary, Rio Algom Mining Corp. The current cost estimate for the reclamation,
decommissioning, and long term surveillance and control of the facility is as follows:

NAME OF LOCATION OF CURRENT COST
FACILITY FACILITY ESTIMATE

Quivira Mining Company In McKinley County $10.557 million
Ambrosia Lake Facility Near Grants, NM
NRC License SUA-1473
Docket No. 40-8905

Rio Algom is required to file a Form 40-F with the Securities and Exchange Commission
for the latest fiscal year. The fiscal year of Rio Algom ends on December 31. The figures for the
items marked with an asterisk on the attached Alternative I summary are derived from Rio Algom's
independently audited, year end financial statements and footnotes for the fiscal year that ended
December 31,1996.

I hereby certify that the content of this letter is true and correct to the best of my knowledge.

Sincerely,

Michael S. Parrett
Vice-President and
Chief Financial Officer

Attachments: As Stated

120 Adelaide Street West. Toronto, Ontario, CANADA M5H 1W5 -(416)367 4000 FAX (416)365-6870 i
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. RIO ALGOM LIMITED.

PARENT COMPANY GUARANTEE
'

FOR'

RIO ALGOM MINING CORP. & QUIVIRA MINING COMPANY<

ALTERNATIVE I

1

Millions of Dollars
i

C D N $'s U.S. S's m,

1. Decommissioning cost estimate (includes Ambrosia Lake /SUA-1473,

Lisbon /SUA-1119 & Smith Ranch /SUA-1548) $ 29 $ 21

2. TotalLiabilities $ 946 (*) $ 691

3. Tangible Net Worth (excluding Rio Algom Mining Corp. and its
subsidiary Quivira Mining Company, at cost) $ 1049 $ 766

4. Net Worth $ 1142 (*) $ 834
5. Current Assets $ 895 (*) $ 653

6. Current Liabilities $ 341 (*) $ 249

i 7. Net Working Capim! [line 5 minus line 6] $ 554 $ 404
i 8. Net income (before extraordinary items) plus depreciation and
j amortization $ 159 (*) $ 116

9. Total assets in U.S. $ 645 (*) $ 471

.YES NO
10. Is line 3 at least $20 million? X
11. Is line 3 at least 6 times line !? X

{
12. Is line 7 at least 6 times line 1? X
13. Are at least 90 percent of the firm's assets located in the U.S.? If not,

complete line 14. X
14. Is line 9 at least 6 times line !? X

|15. Is line 2 divided by line 4 less that 2.0? X
16. Is line 8 divided by line 2 greater than 0.17 X |
17. Is line 5 divided by line 6 greater than 1.5? X !

M Denotesfigures derivedfrom auditedfinancial statement.

* Year end exchange rate of $0.7301 US$/CDNS

I hereby certify that the content of this letter is true and correct to the best of my knowledge.

,

MICHAEL S. PARRETT
Vice-President
Chief Financial Officer
June 30,1997

.

!

b
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' COOPERS chartered accountants 143 King street West telephone (416)s69 !!30 i

| & LYBRAND Toronto, Ontario telex 06-23590 -
*. canaan usu ivs rax(4 6>s634926

t

,

;

'

!

June 30,1997 -

ProposedLetter ,
,

,

:

:
'

Mr. Joe Holonich, Branch Chief '

Uranium Recovery Branch
3

', Division and Low Level Waste Management and
'

Decommissioning,NMSS (5 E2)
Nuclear Regulatory Commission4

i 11155 Rockville Pike
Rockville,MD 20850

: Re: Auditor's Special Report
Parent Company Guarantee !
Ambrosia Lake Facility, SUA-1473, Docket 40-8905

!
'

Dear Mr. Holonich:
:
'

We have audited the financial statements of Rio Algom Limited ("the Corporation") for the year
ended December 31,1996, and our opinion on these consolidated financial statement is included in
the Corporation's Annual Report (Page 45). We conducted our audit in accordance with generally
accepted auditing standards.

;
Our audit of the consolidated financial statements for the year ended December 31,1996 comprised

; eudit tests and procedures deemed necessary for the purposes of expressing an opinion on such
; financial statements taken as a whole. We did not perform audit tests for the purpose of expressing

an opinion on individual balances of accounts or summaries of transactions.

We understand that Rio Algom Limited has prepared documents to demonstrate its financial i
; responsibility under the NRC's financial assurance regulations, in compliance with Appendix A, of j
j 10 CFR Part 40. This letter is furnished solely to assist the licensee, Quivira Mining Company, i

NRC License SUA-1473, in complying with these regulations and should not be used for other l
purposes.

,

'Ihe attached schedule reconciles the specified information furnished in the chief financial officer's |
(CFO's) letter dated June 30,1997 with the Corporation's consolidated financial statements, In ;
connection therewith, we have: )

!

:

Coopers & Lybrand is a rnember of Coopers & Lybrand Intemational, a hmited Hability association incorporated in Switzerland.



- . - . .. .-

.

. . .

Mr. Joe Holonich
~

June 30,1997
Page 2

I

!

1. Compared the amounts in the column "per Financial Statements" with amounts
contained in the Corporation's consolidated financial statements for the year ended ,

December 31,1996 and found them to be in agreement;

2. Compared the amount in the column "per CFO's Letter" with the letter prepared in
response to the NRC's request (Mr. Michael S. Parrett letter dated June 30,1997)
and found them to be in agreement;

3. Compared the amounts in the colunm " Reconciling Items" with analyses prepared
by the Corporation setting forth the indicated items and found them to be in
agreement; and

,

4. Re-performed the arithmetic calculations in the schedule and found them to be
correctly calculated.

Because the procedures in 1-4 above do not constitute an examination made in accordance with
generally accepted auditing standards, we do not express an opinion on the manner in which the
amounts were derived in the items referred to above..

We make no representations as to questions of legal interpretation or as to the sufficiency for your
purposes of the procedures enumerated above.

.

i

'Yours very truly,

4

Coopers & Lybrand.

,

.
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RIO ALGOM lLIMITED
YEAR ENDED DECEMBER 31,1996

Thousands - Canadian $'s

Line Numberin attached Per Financial Reconciling Per CFO's Letter
Altemative I summary to Statements Items
CFO's Letter

2 Total Liabilities (Page 47) 945,824 NONE 945,824

4 Net worth (Page 47) 1,141,565

Goodwill (Page 57 - Footnote 10) (14,979)

Investment in Rio Algom Mining Corp. at cost (77,757)*

Tangible Net Worth (Net worth excluding goodwill
3 and investment in Rio Algom Mining Corp. at cost) 1,048,829

5 Current Assets (Page 47) 895,440 NONE 895,440

6 Current Liabilities (Page 47) 341,464 NONE 341,464

8 Net Earnings before extraordinary items (Page 46) 100,438

Depreciation and Amortization (Page 46) 58,500

Net Earnings before extraordinary items plus 158,938

depreciation and amortization

* US $56,770,226 + 0.7301 (December 31,1996 rate)
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[Rio'Algom Limited
June 30,1997

Provosed Letter

Mr. Joe Holonich, Branch 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: Quivira Mining Company
Parent Company Guarantee
Ambrosia Lake Facility, SUA-1473, Docket No. 40-8905

Dear Mr. Holonich:

Guarantee made this 30* day of June,1997 by Rio Algom Limited, a corporation organized
under the laws of the Providence of Ontario, herein referred to as " guarantor", to the United States
Nuclear Regulatory Commission (NRC), " obligee" on behalf of our subsidiary Quivira Mining
Company (QMC) of 6305 Waterford Blvd., Suite 325, Oklahoma City, Oklahoma, 73118, NRC
License Number SUA-1473.

Recitak

1. Guarantor has full authority and capacity to enter into this guarantee under its bylaws, articles
ofincorporation, and the laws of the Providence of Ontario, its Providence ofincorporation.
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 I
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
that funds will be available when needed for required decommissioning activities.

3. The Guarantee is issued to provide financial assurance for decommissioning activities for
QMC's Ambrosia Lake NRC License No. SUA-1473 as required by 10 CFR Part40. The
decommissioning cost estimate for this facility is $10.557 million.

4. Guarantor meets or exceeds the following financial test criteria under Altemative I 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
six times the sum of the current decommissioning cost estimates;

120 Adelaide Street West. Toronto, Ontario. CANADA M5H 1W5 * (416)367-4000 FAX (416)365-6870
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(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 I'mancial 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.

5. Guarantor, through subsidiaries, owns 100 percent of the voting stock of the licensee covered
by this guarantee (Quivira Mining Company, Ambrosia Lake Facility, License SUA-1473).
Guarantor also certifies that the licensee for which this guarantee is being made has a positive
tangible net worth.

.

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

Appendix A, for decommissioning of facilities identified above.

7. 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 n quired by License No. SUA-1473,
the guarantor shall:

(a) Cany out the required activities,et

(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.;

8. Guarantor agrees to submit revised fimancial statements, financial test data, and a special
auditor's report and reconciling 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 i

condition.

9. 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 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 guarantor shall establish such financial assurance if QMC has
not done so.

10. 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 attemate financial assurance acceptable to the beneficiary.

I 1. Guarantor agrees that within 30 days after it determines that it no longer meets the financial test i
criteria or that it is disallowed from continuing as a guarantor for the facility under License
Number SUA-1473, it shall establish an altemate financial assurance, as specified in 10 CFR
Part 40, Appendix A, as applicable in the name of QMC, unless QMC has done so.

1

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
oflicense or NRC-approved decommissioning plan for that facility, the extension or reduction

:
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!

| of the time of performance of required activities or any other modification or attemation of an ;

i obligation of the licensee pursuant to 10 CFR Part 40.
1

| 13. Guarantor agrees to remain bound under this guarantee for so long as QMC 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 QMC, such cancellation to become effective no earlier than i

120 days after receipt of such notice by both NRC and QMC, as evidenced by the return !
! receipts. |

14. Guarantor agrees that if QMC fails to provide alternate financial assurance as specified in 10
CFR Part 40, Appendix A as applicable, and to obtain written approval of such assurance from
the NRC within 90 days afier a notice of cancellation by the guarantor is received by the NRC -

and QMC from the guarantor, guarantor shall provide such alternate financial assurance in the |
name of QMC or make full payment under the guarantee. ;

I

15. Guarantor agrees to bejointly and severally liable for all litigation costs incurred by the NRC in ;

any successful effort to enforce the agreement against the guarantor. !

16. Guarantor expressly waives notice of acceptance of this guarantee by the NRC or by RAMC. i

Guarantor also expressly waives notice of amendments or modification of the decommissioning j
requirements and of amendments or modifications of the license. !

L
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. :

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

i

Attest: RIO ALGOM LIMITED
E

i

i

David J. Kavanagh Patrick M. James
Assistant Secretary President & CEO

Attest: c/s

i

| David J. Kavanagh John A. H. Bush
Assistant Secretary Vice-President

:
I

1

|

!

! _ .
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,

Rio Al;;om 1imited is a gnnving international mining mineral exploration and
i metals distribution mmpany with headquarters in loronto, Canada.

Rio Algum curnnti; pneducts mpper, molylxlenum, uranium and cual fmm,

mines in Canada the United States and Chile.1he Company is developing a

uranium proper in the United States and participating in the mnstnrtion of
a major mpper/ : mine in Argentina. both of whkh are sdnlukxl to begin

pn>dudion in 1971 ' Sas mmmenml a sciond expansion of its mpper mine in

Clule which will be completed in 1Wu. In addition, a major copper / zinc
property in ibru and a large copper discovery in Chile an at the pre-feasibility

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

mpper production significant:y, to in cuess of 900 million pounds by the year

2002, which wouki make Rio Algum Canada's premier copper tvining company,

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

distribution bus .csses. The North American Metals Distribution Group is one
of the largest distributors of stainkss steel and cluminum on the continent,

with 60 centres serving more than 50,000 customers in Canada, the Uriited

States and Mexim.

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

the United States.

!
!
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I

E/lIl h:AR'S eICCOAtPLISI1 Ati-:N~IS:

bl I990, nel camin;p Jalinal, laryelplur lo lourr an. yr metal piius

|
|

inullunn ri.rpt per sharr Juho 1996 1993 '

RIvtNUt S 1,113 3.5 5 1.9112.3

Operating pn>Iit S 169.9 5 249.7

Lirnings from mntinuing operations 5 66.2 $ 12'i.4 )
Lirnings Imm disuintinued operations 34.2 7.0 !

|
N 1. I I AR N t N(.5 S 100.4 5 132.4

Operating cash flow imm continuing operations S 75.0 5 !M.5
,

l'er share data: |
'

Net earnings $ 1 .11 2 5 2.55

Divijends $ 0.70 5 040 |

All dollar anwunts in this report trfer to Gtnadian dollars unless otherwise stated.
!

I

1.096 was, ne rrtheless an rurptional prarfor Rio Algont The Gunpany:

6 Increased copper production from the Cerro Colorado mine in
Chile by 63% to 131 million pounds.

6 Initiated a further expansion of Cerro Colorado's annual capacity
'" *"**"^"" '"'"

1o 220 million pounds.
; f uUlTY

$Alaluun
o Succeeded in a joint bid for the Antamina copper / zinc property

uz -

in Peru.

6 Participated in the management of the 25%--owned Alumbrera
copper / gold project in Argentina, scheduled to begin operation '''" I i

in the third quaner of 1977.

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

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

in mid-1977.
700 -

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

; announced the discovery of an inferred 350 mi!! ion tonne copper

| deposit (the Spence deposi0 in Chile. 5# !-

| 1992 1993 1994 i99s 1996
'

6 Successfully concluded over 40 years of uranium mining at
Elliot take, Ontario.

,

6 Consolidated and implemented efficiencies at the U.S. metals
distribution operatiort which had doubled in size in 1993.

|
1

One
= . . u . . . . .u
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AtINING 11 nation intemt luId by 1996 Prudtution (Ogx r.itingQ'
Rio Algum limital Projetted Prtulu.ttion

+. . .

N( ( ll'I'I. R

Cerru Colorado I,n of hpinpic. |(n N tm sus) litut milluin pounds of aolluule copg
Operalmy rnmr Northern Chile 22n nulhon pouruk annualk l s on,

_

!bghland Valley Copper ihght.uul Valley area, Simo pannerslup lini milhon pounch of copper inin ,fn
Operalmg mine lininh Columina umuxK) pounds of molyinlenum in

km. Alpwin am-

Antanuna ( cntral h ru irN interest *

dahmunlesplmutwa

5pesur Dcinnit Nonhcast of Aniolagosta, inn on ms!
,%nmninplamisvi Nortiu rn Chile

m( ( ll'I'I. R/( e( Il 13
ag, ng|[g ,gg |y gggp |g q ,| , g, ,j rr alH| l',Iry;

Halo de la Alumbn ra Northurstern Argentina 23"o mvncd of gol.1 l>> Pam
%Iartmg up in IW7 v . alww am

ml'R ANIU A1
2 null.on pounih of uranium in I?m

Smith R.uu h harder Rnvr liasin, il#N am nis!
.startmg up in IM Wyorning

~
All"lAlIt'R(.trAI.( n Al i

j
,

Bul!moow 'lumbler Ridge, 20 luu loint venturr 54 Ukr) tonius
Orontmg mine lintnh Columbia t.n Aim.m. A.,e

/INc
~

h>lans I.ittic Cornwalks bland, 2 ion niyahy mienst 120,ltki tonrus of ritu in rom enir es an
Opnating nunt Canadian An tit (N Wil 2tum milhon tonnes of Icad in a :rre

-
Crandon Alnung Company Cratulon. Wisc onsm ~c'u partnerslup
( 'n.in vlapnl

1 N ri t >R All( > N

Rio A!gom f.xploratinn Inc. loruntu. V.nu nacer .md IinN onned
Val d'Or. Cana<la

Alendo/a. Argentina

Compania Almcra Riochiles 5.A Santiago and Antofagasta, lu N onrusl
Chile

Rio Algom. Sm ur.al del Peru . Jama, Peru - |(pe on ned

! !
!

.

. . . - ,_ g
Interest held b -IhttTAIS DISTRIBLTION lxxation 1996 Sales
Rio Algum limited

g

North Ameritan Aletah Ileadquarttw 1(vu on ned Combined sales arrt 51.5 bilhon
thstnbutnin Group (NAilDG) Alanncaixibs Atennesota
Sen nc Ceninv

Atlas Alloys Int. 12 m Canada
Yuu ent Aletal Gtxxh C in I '5.A
A4 cromes ,\tlas 5.A. ImAlesuo
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for lilo Elgoni,1996 n'as a f rar of HInjor an tuplislinsent asulgnnyllt. Signi]icant siqrs nrre laken lo scane

llic basis]vrful.nr cApattsion ofille Contpany,10 add slaattlioldcr value and to ctrale a ygny Rio Afgang.|
I

t n Julc, Rio Algum and
Cerro Colorado nas brought

t Inmet Alining Corporation
into pnnludion in IW4. In 1996, |wear a nnourn ed as the the mine produml 131 milhon'

su(<essful bidders for the
pounth of (opper, over 60%

Antamina coppahim pmperty l(f0 / ()OlliS mme than the presious year.
'

in Peru, lhis partially ticfined
lhe in(rease resulted from an,

deposit has the potential to f7Tilll(ll7()Ollf kS expansion completed late in!) produ(c over one million
1993. A number of suurssInl

, tonne.s of copper anil rinc f0 If(OIIIf operational (hanges made
(oncentrates annually.1hc in the year aho improved

bIIIOllO $ /IfflIIICI
, ,

joint venture has moved ahead
the leadiing pmu ss and (opper

rapidly with an aggressive
re(overies. Late in 1996 Rio. .

U5539 million drilling program IO/I/IIIIIIIIIIIIll f0III/IIIII}' Algom began u or L on
and feasibihty study. a f u rt her US5tva million

{1)'l$lf }' fill \exparnion to in(rease the mine's ;

Initial results from this program 1

annual rate of pnadudion to 220 1;l were announced on lebruary million pounds by 1990
~ '

'! 26, 1997, with a new resounc

estimate within a pit of 400 Throughout 1996 (onstruction
|3 million tonnes grading ].2%

continued at a fast pace on the
copper, 1.1 % zinc. 0 03 % llajo de la Alumbrera
molybdenum and 13 grancs per tonne silver The deposit dewlopment in Argentina. The capital (ost of the proint
remains open in a number of directions and drilling excluding fmancing costs, is currently estimated to be
continues.

US$903 million 1hc sponsors (Rio Algom, North and ALLAU

have negotiated a I'55670 million pmjn1 fmancing, with the
Prior to September 1998 a decision will be made on inilial drandmvn expected in Alarch 1997. We expect
pnmxhng with the developrr.cnt of the deposit. Rio Algom produdion to begin from this deposit in the third quarier of
and inmet have agren! to an investment commitment of 1997 Our 21% interest h ex[nted to contribute an average
USS2.3 bilhon by September 2001, if a development dnision of about 96 mi!! ion pounds of copper and 137.000 ounns of
is made. If the actual (usts, which are nrrrently projectnl gold to Rio Algom's annual prododion, with higher gold
to be at least US$1 billion, art kss than US$2.3 Inllion, Rio produdion in the early years.
Algom and inmet would pay 30% of the shortfall to the

Gostmment of Peru, essentially as a deferred pun base price. Closure of IIliot llc

in the latter part of 1096, our exploration Icam compk tal a On June 28,1996, after more than 40 yrars of (ontinuous
drilling program which (onfirmed our diwovery of the underground uranium production, Rio Algorn boistnl the
spen (c copper deposit in Chile,200 kilometns south of our last skip of uratuum ore from the Liliot 1.ake arca. The
Cerro Colorado mine and 140 kilometres northeast of Stanicinh mine was the last of the icn mines operatnl by the
Antofagasta. With an inferral trsount of 330 milhon tonncs Comp,my in the area

astraging one per (ent (opper. this major deposit has the
potential to be a laign mpper producer than Cerm Colorado. To the men and women who mntributal to the suaess of our,
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GOR DON C. GR AY
auuntwn el nhe Ii.w !

l
;
|
;
e

i

f 1.Ilu it lalw operain ins osvr Ilmse 3rars, o c expnss our lu articli While our topper prodm tion is a spamling rapidly,
thanks: for the c ommunity they budt, the let hnological uranium continuts to play a role m Rio Algonn future.

j adraints thcc made and for their contribution to a reating i uiy in IW6. ne made the tktision to desrlop the Smith
'

the bash for the dynamii. dh crufini Rio Algom of toelay. Ram h property in W oming, utili/ing innocalice3
,

i

j in siin Icat hing extraction let hniajucs produt tion is
'

Rio Algum began preparing for the c essation of uranium u hnlulnl to commerwe in mid-lW7, rt.nhing the design
j prodm tion at 1.lhot lake in the late loans. when ne annual ratr of two milhon pounds of uranium in IWa. We

) embarked on a program to strengthen the Company's arc also studying the potential for signilitani a<hhtional
I mining awet base .and balam e sheet. We dunted our paulut tion from Smith R.uu h and from the neighbouring
s

! strategy to base metah pnulucison. panitularly eop;wr We Reynohh Rant h propert).
betame nv.re im used anti determined Io gnin ihniugh4

i

aH ij'nstthif t dihl esphiralif fn M'Itb bihi E|uallly pnipt'r'tH's \ $cta!s !)islli! nil $1nt

t .,bic e, pn.aueng .a. m.m, p,nss ...i smn tss
.

j are demonstrovn! hy our 19M at hicecments lhe prontts Our North Ameritan Metals Distribution Gnsup ontinuni

} nc are ticccioping or arc sirling to desclop hace the to delicer a sigro!n ant unnponent of the Company %

| potential to inc rease Rui Algom% topper pnnloction to in ognvating profit in 1996, ahhough norhl prites for
j csov, of om milhon pounds annually by . tine stainhss steel and alununum It 11 throughout the year The
.

|

i| , I;nw
4

o e. n. .,ss ,isi>ti i.
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C.roup triained, and in mme cases increasal, its market distuntinued operations in the 1993 tonsolidated J
share in all major product lines.1he innsohdation of the finamial statements. Larnings from diuontinued |
cstenshe ad<htional facilities a<yuind in IW3 continuni operations were 5542 million in IW6 compared to
sunewfully, with no interruption of service. Our metals 57 million in 1993. lorgiveness of the outstanding

I dntribution business pnwides an cucptional return on advantes from Ontario llydro and the wnte-off of the
capital - 21% in 1996 - and has been consistently related Stanleigh assets, having an equivalent book

,

pnditable with significant gnmth prospects. value, have been recognized in the anuunts for the

f fourth quarter of 1996. Provisions for deferred taxes

j rinam ial llighlights amounting to 5703 million, being no longer requinti, J
were reversed and included in carnings from

1.mver copper prices and lower prices and matgins in the discontinued operations, partially offset by an increase

metals distribution business, in part offset by higher of $40 million after tax in the Company's reclamation
production levels at Cerro Colorado, affecial our IW6 provisions related to its iliscontinuni mining operations.
nsults. Net camings in FM were 510n4 mdlion or SIE2 1hn will provide for reclamation, treatment and
per <ommon share, while 10% mi carnings war $152.4 monitoring nhich will continue into the n xt century,
million or 52.55 per common sharc. Revenue from
continuing operations in IW6 was Sia hillion comparnl Capital expenditures decreased to 577 million in IW6,
to 52.0 bilhon in IW1 from appruximately Stua milhon in 1995. Cerm Colorado |

accounted for 518 million, compared to 562 million, j

The London Metal lichange aspper pri(e arragal U551.04 primarily for expansion costs, in 1993.1he IW6 capital

per pound in two compared with U55135 per pound in expenditures also includa! 519 million spent on Antamina

1993, lhe decline related to uncertainty over new and 540 million on all other operations.

production as well as to tradmg irregularities ascribal to

Sumitomo Corporation in 1996 Rio Algom's hedging in February 1996, the Company n-(cited proceeds of
program helped mitigate the effect of lower prices. SmL8 million from the issue of 5.6 million common
Although copper settlements for 1997 are currently shares as the result of the exercise of share punhase

unbedged, the Company is (unstantly monitoring markets warrants issual in 1994.

for appropriate hniging opportunities.

Early in IW7. the Company ranni SWO million through

lo dcol with the c)tlicality of coppty pr'ns and to optimi/c an iwue of convertible debentturs and n>mmon shares,i

| operating margins, Rio Algom's principal strategy is to invest and arranged a U55300 million unsecured revolving
i

in high quahty assets with low pnnluttion costs in IW6 the 5-year line of credit with three major North Americanr

cash (ost of wpper pnuluction at our wholly-ownni Cenu banks.11 ese funds will enhance our sound financial base

Colorado mine averaged US5051 per pound Rio Algum's and facihtate new developments, which are the basis of

mcrage cash nest per pound is ex|nied t.i dechne as nnv our aggressive growth plans

and expandal operations mme on stream.

Im ironment, llcalth and Nalesy
The metals distribution business provides a relatively

stable component to our carnings For example, it An integral component of Rio Algom's plans for gnnvth is

providal 46% of operating pmfit in 1996. Prudent growth our determination to continue to excel in the areas of

j in this businew, whkh mmpicments our mining intensts. occupational health and safety and environmental
'

is another facet of our strategy for maintaining and responsibihty. The Company maintains an a(tisc
! incrasing overall shansolder value. environmental, heahh and safely management program.

As part of the Company's commitment in these areas. in

in anticipation of the closure of the Stanleigh mine, 1996 the P>oard of Dirn1 ors approved a strengthened

the Elliot Lake operations were anounted for as Environmental Pohcv for all operations and activities.

NyAt
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'llu Year Ahe.ul To our employees, who have contributed so much to Rio
;

j Algom's numerous achie ements in IW6, we extend our |

| In the year ahead ne expect progress in a number of thanks for their hant work and enthusiasm.
I areas. The expansion of Cerro Colorado's production

i

j c apacity to 220 million pounds of tupper per year is under We look fornanj to continuing the evolution and growth |) way. Smith Ranch is scheduled to begin proclucing of the new Rio Algom during IW7 and into the future. I

uranium by mid->rar. Alumbrera is expected to start up in
f

the third quarter, adding gold to Rio Algom's production Respatfully, on behalf of the lloard of Dirtrtors, j
profile. Drilling programs t Antamina, Reynolds Ranch '

and the Spence deposit will pave the way for full
| feasibility studies on these projects. We are continuing our

exploration mtivities. dirretly and through joint ventures. gM[ ,

V
]

j And our North American Metals Distribution Group will !

| rrap the benefits of the (unsolidation of its U.S. operations. Gordon C. Gray i

Otairman of thelhardand
1

{ln Com hssinn
Osic]Ermative DJ)1cer

'

February 26. IW7
;

| We pay tribute to the late Lawrie C. Reinertson. Appointed
'

a Director, President and Chief Exnutive Olikrr on April
q

21, IW6, lawrie died suddenly on July 11. Ilis tenure was
short, but his <untribution was significant and will benefit

the Company for years to come, in his memory the Lawric

Reinertson Palliative Care Trust was established by Rio
Algum at St. Joseph's General llospital in F.!!iot Lake.

j Colin A. Macaulay retired from his position as Vice-
! Chairman of the Company in December IW6. We thank
j him for his wise counsel and leadenhip nhich have been

of benefit to us all !
,
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[[NVIRON'1EMTAL . YbtTII AND t $l'ITIY YA.)LICY

|

.

In 1996. Rio Algom's lloard of Diredors approved the following strengthened| ,

I Environmental, Ilealth and Safety Policy for the Company. ,

[
r

'

,.
SI'I'Cll'ICAI.1X, Till. CO.\ll%N Y Wil.I.:'

.Nio Algotn limited is o implement site-specific environmental, health, hygiene, safety and

. . .
emergency response policies, management pmgrams and practices, with

wittinilled to achtrying rated.etste stl;

the aim of continuing improvement;;

all aspects of ils operations, inchsding'

etwirontnrnini protection, henhh and c design, operate, decommission and evaluate its facilities to ensure

safely. The Company nndertales to act c mpliance with government and Company requirements and to
minimize risks to health, safety and the environment; 1

re'.pomibly as steward of ihr resources

in ils chargr, working for lhe well- o train and equip employees with the understanding, skills and facilities j

| bring of ils emplojtes and Ihr to achieve an injury-free and healthy woikplace and to fulfil their

communilies and lhe coutalrics in environmental obligations; -

| which il operales. IGere ihr (mnpany & educate its employees on practices to improve the environment,
j does not hint operaling responsibilily' wellness and safety on and off the job;

it will work wilh ils associalc, ,

0 require its enntractors to implement practices consistent with Company$ companies lo adopf proclicts consistenf
health, safety and environmental policies and procedures; |with this policy.

,

i o encourage conservation and pollution prevention measures;

!
,

'

; ,

o provide information and training for the safe handling, use, transport,

I and disposal of our products:

1 <

| o communicate openly and on a timely basis with, employees, the public,
,

governments, and other stakeholders on activities involving
'

environment, health and safety;

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

o conduct regular environmental, health, hygiene, safety and emergency
response audits, and implement action plans called for by these audits;

|

! c report regularly to the Board of Directors on environment, health,

| hygiene, safety and emergency preparedness.

>

Rio Algom Limited and its operations take responsibility for implementing

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

employee.

! Examples of Rio Algom's commitment to ihrse principles are highlighted on some of theI

pages thatfollow.

;
,

!
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j the At.wama !)cscri in northern Chile,120 kilometns cast of the port city of

| hjoique, at an aluinde of 240 meins.1he open pit operation, whi(h prosides
i

"

employ ment for 663 peoplc began pn.duc tion in 1991 Pnnluc tion has j

f ,
inc reased sicashly sinic then, ouing to an expansion compicini in lW1 The '#'

.

j implementauon of several operating changes has impnnul the elliciency of<

| the teac hing pnacss and in< n ased ntoveries. As a n suh, the Company has i

f ,2h, inade gn at strides in nilu< ing pnulurtion oests. l! . Alining t>roperties
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; At Ceno Colorado, me is c rushed and treated be barterial and t hemical
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|leat hing, folloned by a soh ent extrac tion and da tnminning M-!W) pronss
_
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to pn> duce fmished rathode copper. Rio Algom pioneered the large-scale |
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<ummeraal application of this prouss to sulphide copper ons.

| The mine produced 131 mdlion pounds of copper in 1996. An expansion

i program initiatal late in the year will increase the produdion capa<ily to 220
i

; million pounds annually in 1999, at an estimated cost of UM198 million, j

exduding escalation, working (apital and finan(ing costs This exparnion is I
;

! expnted to reduce average rash costs to less than UM050 per pound. At the i

j cxpanded rate of product. Cerro Colorado's proven and probable rescrus

! of 222 million tonnes grading '.0W copper will support mining operations for
. the next 20 v, cars.
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i

; thqldan.l talle; fe;>fico Luated in south-central British Columbia, liighland
4

Valley is one of North America's largest topper mines Rio Algom has a n6ao

| partnership interest in the oper.ytion and shans equally in its management

j uith C<nninco lid 'Ihc operation's %dley and inrnex open pits supply ore to

the mi!I at an average daily rate of 120.000 tonnes.#

Rio Algom's share of production in 1996 was Ilo million pounds of nipper
and 988.000 pounds of molybdenum in (oncentrate. Proven and probable,

: reserves will support mining operations at planned rates for at least 10
i more years. '>tudies arc (ontinuing to,

determine the extent and nonomics ofO A..[c..X P gh. ;.
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alunr sea level in the foothills of the Andes. Dhmventi in property luists a partially defined high grade mpperhint j
| 1949, the porlOve .legmsit is destinni to baume one of skam deguesit.

'

the worldi gree. uines, yiciding on average over 380 |

mill' ion pounos hf s ayalde mpper in sonrentrate and A joint bid for the property by Rio Algum and j

5433Ko ounm of payable gold annually after pnulurtion inmet Mining Corporation was anepted in July 1996. !

begins in the latter half of 1997. When in operation it will Under the terms of the bid, the tno < ompanies are

employ 6( 0-700 people; at peak, dose to 6,000 were required to spend at least U5513.5 million on a ,

i imulvnl in Alumbrera% ronstruction. feasibility study on the Antamina property by
,

; September 1998, at which point they may return the ;

Rio Algomi 270 interest in the Alumbn ra project is held property or prorced with development. The bid j!

through Minera Alumbrera Limitn!, which operates the involves an investment mmmitment of U552.3 billion )
| project uixler an agreement with Yarimientos Mineros de by 2001 if the companics ciert to proceed.11 the |

Agua de Dionisio, the property'onner. Atl.M. Iloidings development costs, which are currently pmjected to be
Limited of Australia has a 50% interest in Minera at least US$1 billion, are h ss than U552.5 billion, Rio

Alambrera and North Limited, also of Australia, holds the Algom and inmet would pay 30% of tEc shortfall to the
remaining 23%. Government of Pero in lieu of further expenditures.

1

briuding interest during mnstruction and other financing Rio Algum and inmet have initiated an intensive 60JKo- l

; fees, the cost of the Alumbrera project is currently metre drilling program on the Antamina property in |
| cstimated to be U55903 million, of nhi<h Rio Algum's advan<r of the planned feasibility study, with the objecth c

share will be apprmimately U55168 milliott over the life of confirrning and expanding reserves. An ollire was
of the project, Alumbrera is expected to add 137,000 established in Lima and, by the end of 1996, a camp
ounces of payable gold and 96 million pounds of payabic anommodating 200 pmple was set up on site.

,
mpper to Rio Algom% annual production. A higher grade

l stader pit will provide additional topper and gold in the A tm eMimate by Cl:PRI-Centromin of Peru reported

operation's early years. It is estimated that the cash mst for proven and pnibaNe reserves of 128.6 mi!! ion tonnes

mpper, after byproduct crnlits, will be in the low U550.30 grading Ud% mpper.1.35% yinc,004"o molylxlenum and

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

'

Resenes and resources are expnied to maintain the
Alumbrvra operation at plannul rates for approximately On February 26, 1997, Rio Algum and Inmet jointly

announ<ni on interim resounc estimate for Antamina20 p m
within a pit of 400 million tonnes grading 1.2% mpper.

Orc from the open pit will be omshnt and ground, with 1.1% zinc, 0 03% mol)bdenum and li grams per
wpper romentrates produced by the flotation prous tonne silver. The deposit remains open in a number of

free gold will be rnoverni by gravity methods for the arcas and drilling mntinues.

first four yrars the mill is expnied to treat approximately
80,000 tonnes of ore daily; and will be expanded to At dw tinw of the July 1996 bid it was envisaged that

I 120.000 tonnes per day therralter= Copper mmentrate Anhunin muhl pnna Wo Algum whh at kau 200

produrnt in the mill will be pumped through a 243- mHhon poumis of mpper and 173 million pounds of

Lilometre pipeline to a plant near Tummart where most fint production annually for at least 13 years, beginning

of the water will be removn! and the fihcral mncentrote in 2001. This projection was based on a milling rate of
,

l shipped a20 kilometres by rail to a new port farihty 40Jm tonms pu day and dw pnnlu< tion of one milhon

! constructal near Rosario. tonnes of copper and rint concentrates annually. In
vien of the cmouraging results from the drilling

I .ininntina: Locatal in the Andes 4to kilometres northeast program to-date, studin will be undertaken to evaluate

!- of Lima. Peru at an altitude of 4.200 metres, the Antamina the cronomirs of higher milling rates for Antamina.
! .

< Ltun
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| ENVIRONMENT
Rio Algum's uranium adivitics in the United States are conducted by its

IIEALTil SAFETY
whollywntned subsidiary, Rio Algom Atining Corp. The long-term goal of the

[
U.S. uranium operations is to develop and/or acquire reserves which will ;

suppo:1 total production of about five million pounds of uranium per year.
! c Acornpirhertsire

smith ranih: Produdion of uranium from the US$44 million Smith Ranch
Wir dy

pnyect near Casper in northeast Wyoming is expeded to begin in May IWI, .

with design production of two million pounds per yeai to be achieved in mid- Is under wayat Anlamina, to.

1998. Studies are in progress to determine the feasibility of increasing cotnmcnceIheymundwarkfor.

pmduction from Smith Ran(h. #f* "I*# * " "O
projed and toinonitor the

l'ranium will be produced by in situ lcaching, a method favoured over more cgeds of fherrploratiort,

traditional mining methods for its lower capital and operating costs and its pmgram.
much diminished environmental impact. In this process. injection and
extraction aclis are drilled into uranium-bearing zones approximately 200 *

g g gg gpz gg
nyctres below the surface. An environmentally benign mining solution is

wd. lbeperscnted nith ai

pumped mto the ore zone where it dissolves the uranium. The uranium is !
spraalannni bylhe

.

,

estracted at a central processing facility and the mining solu' ion recy(kd Cash i

c osts for the operation are expected to be hss than USS12 per pound I"F#fI"'3 ""d O#"fb'P#"'

| Associatiott ofCanada in
Rc!nalds Ramh: l'arly in 1997 Rio Algom began an 18-month. USS41 milhon ! remgnifion ofits rnlamation
program at Reynokls Ranch, Wyoming,immediately north of the Smith Rand acfirifics af Ellio!I2 ke.

'

area. to confirm and expand resources of 82 million pounds of uranium, and

to conduct environmental baschne studies for pmsible production beginning & SlagaltheSmith Ranch
in the year .pn

pivject mcci regularly with

.lmhtosia f alc: Rio Algom produces uranium by solution mining in the local ranchets fo rtchange

Ambrosia lake area north of Grants, New Mexico, wherr it owns nine closed ! information and hearany

underground mines and a large closed uranium mill. lhe process involves concerns about the riew

tirculating mine water thrnugh the old workings and then through an ion j - umniurn operation.-
enhange plant. Increasing uraninm prices have led to plans to inucase !

production from 18Wo pounds in 1996 to 530,000 pounds in 2000 j c ThearcragelosHimcaccidenf

frequencyrateaf Rio Algom'si

operatiorts in 1996 decreased>

' ' ' ' '
800.62 acd lents per200,000.

working hours, compared to
lblaris. .lulamina, fraudon: Rio Algom's current interest in rint produdion is gygggyppy.

behl through a 25% net pmceeds royalty in the Polaris zino'icod mine on Littic '

Coronalhs Island in the Canadian Arctic. On the horizon lies potential !

pnedudion from Antamina in Peru and from the Crandon zint 4opper deposit
in homin. Crandon could produce 130.too lonnes of zin( in concentrate {
annually. Rio Algom has a 50% interest in Crandon Mining Company, a jomt ;

venture with Lunn Coal and Minerals. It is anticipated that permitting for the
,

projut uill bc completed by 1999. If a production decision is made, !
Icomtruction would take about three years.

, %ntaw
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Ot8^I Spons 4frpenit The effativeness of slu Company's
exploration strategy was clearly demonstratal with the

. f;nflmoosc The llullmoose Coal joint venture. in which Rio announcement early in luv7 of the disantry by Company
Algum has a 29.1% interest, is an opch pit metallurgical geologists of a major mpper deposit in northern Chile.1he
coal mining operation in northeastern liritish Columbia. Spener deposit is locaint at an elevation of ||A10 metres
Canada. Operated by Teck Corp., the facility produces between the cities of Antofagasta, on the coast, and
approximately two million tonnes of metallurgical coal Calama, on claims held by Compania Minera Riochilex
annually. S.A., a wholly-owned subsidiary of Rio Algom. It is namtsl

after (olin Spence, the Company', former Western
Reser vs are sufficient to more than fulfil existing mntradual

Canadian exploration manager who was kilksi in a tragic
obligations. currently amounting to approximately 4.3

incident in the Philippines in June 1996.
milhon tonnes, to be deliventi up to March 3!,1999. Most of

the mal produced is sold under long-term mntracts to nine A 24.00mmetre diamond drilling program carried out to
Japanese steel-making firms. Contract negotiations are under an average depth of 280 metres on the Spen (v deposit in
Way With Ngard to sales beyond 1999. ]996 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-
. MN11RAl. bP1ORNIION metallurgical treatment, with the potential to produce

mpper at a higher rate than the Cerro Colorado mine.

Rio Algom beheves that a focused and consistent mineral

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

which the Company can achieve its ambitious growth granitic p rphyrics which intrude sechments and volcanic

plans. Rio Algom's targets are large tonnage, low cost rocks. It is coverrr! by gravel and Icachal rock ranging in

deposits of mpper. gold and zinc. thicknew from 50 to 145 metres. Typical of many Chilean

copper deposits, an oxide cap overlays an enriched
1he Company has been active in Chile for a number of sulphide rone which grades into primary sulphides at
y"ars, mnduding its own exploration as wel! as pursuing depth. The oxide cap makes up approximately 12% of the

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

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

active in North Americ a and Ireland. Detailed diamond drilling, to be followed by preliminary

mctallurgical testing. was initiated in January 1997
l~xploration expenthtures amounted 10 513.7 million in 1996 to upgrade the inferred resourre to a proven and

. and are expected to reach 524.0 milhon in 1997, with a major probable reserve. It is expected that a feasibility study

. ponion of the increase being spent on drilhng pmgrams to determine the appmpriate method of developing the
on the Spen <r deposit in Chile and the Santa Cruz joint deposit for production will mmmence during the second

venture with Yamana Resounes Inc. in Argentina. half of the year.

1he October 1996 agreement with Yamana Resources

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

Yamana's extensae gold pmspects in Santa Cruz Pruvin(r

of Southern Argentina by spend "g US$20 motion on
exploration before August 31,2001. Rio Algom can
increase its stake to M6 if it compktes a feasibility study

and eksts to place a property in production.

tyyAw .!
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a; & Mau en The North American Metals Distribution Group, sening Wion rustomen is

P%.A. 4,[pf
; M ,o

.. ,

.h, one of the largest metals thstribution businesses in North America. With
,

1, O-i. ,i,@
A# e y

headquaten in Minneapolis, the Group mmprises Vincent Metal Good, and; ..

g''*.'?
,..,./ its C service rentres in the United States, Atlas Alloys and its 12 centres in*

Canada and Accromex at its single lot ation in Mcxim City.

- For Rio Algom, the metals distribution business provides an attractive raic of,
, >

| '"; return at lon risk. cxtellent prospects for profitabic gnmth and adds a di,.nr,

of stabihty to the Company's carnings and (ash flow. Such returns andj t

j k# stability are important as the Company brings new mining developments
Iu,

@@A^
into produdion.I

|

|
c in 1996, the North American Metals Distribution Group generatal 515 billion of

! * North Amernan Metals nom, d WE ndm M opnMmg pe m M M k 6 pnp MM
j Distnbution Group revenne and 4mo of total oj.uating profit. It also provided a 21-o rate of n tum on
'' (apital employed and a signifkant portion of the Company's operating (ash flow.
'

i NAMDG purchases stainless and (arbon steel, aluminum, copper and brass
t

and nkLet alloys dinr1 from producing mills.1hc Gnsup warehouses thesei

materials and pnitesses them as required (for exampic by custom rutting,

polishing, sawing, slitting or shcaring) and delivers the end product to
customers in Ihe manufs turing resoun c, mnstrudion and other industrics.

With its ncinork of serth e centres attention to value-added proc essing

| requirements and (ommitment to timely delivery, Rio Algom's North American

| Metals Distribution Group is able to operale very effa tively in a highly

| competitive busints
<

Vincent Metal Goods' pnnopal products are staink ss steel, ah. ninum, nickel

alloys, (arbon flat rolksi sicci, carbon and alloy bar and tubing mpper and
brass in Canada. Atlas Alloye buunew is segregaled into two product groups.

Its spnialty metals group includes aluminum, staink ss steri, high nk Lcl alloys,

tool steels and machinery sicels in a wide range of shapes and si/cs. Its

engineered products group includes pipe, tubc. fittings, flanges, valves.
fastenen and welding mnsumables, in a

|
,f - e $. @ - .~ variety of alloy materialsj ,,

[~
'

- ! Stainless steel pr > ducts at rounted,

#-v 3 g ror m (d d,e G,oupssaicsin iygo.
while aluminum produc ts represented

i
. . - . , .. - .,; ,- ,

; c====
, W' ' -- * - approximalcly 28% anti (arbon steel

,

n - .- ~

4 . ~

prod uc t s about 8%. The C,ompany3
- - + ;

,_ ,

,.

i Y ~ belicces t he gran th prospc(ts for
j .

--'""""7....- . . - m.,y, ., , r._,, u,,,, c_h .,...., m .u _,+

. . ,

t . ..
,

'
~ '' ~ akw lor effusent nwlmah stor ute and lunutim.y| - .

.

o

,
*^ '

A,?|" ~,s .
^ ' Oppmar Operator ehrtaurm . Glutt h)ts ulununum andj ,

~ -~ siamim uert was a, t uurns .uaat t.nh
1

4

'

. on ny . n,<,
j

,

m u, m ..unii.
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aluminum and stainless steel are highly favourable. The properties of thesc ;#~
*

metals add value to products mad ( from them, rvsulting in their inc reased [. ENVIRONMENT .

llEALTil SAFETY
' ##"# """ #"#E #""' " #" "" #"*""**d" "

facil tating gnnyth for these modern metah whic h outpaus the general gnnvth
,

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

transportation, acrospate, food processing, anhitectural, hydro-carbon
'

j | 6 lhcNorth Arnerican31crals processing, themical, metallurgical, forest products, power generation,

Distribution Group has information technology, medical, agricultural, water treatment, waste!

;
- management and marine industries.

Performed site assessments .
I at all metals distribution During 1996 NAMDG continued to consolidate and integrate the former Metal

t

.

j locah,ons to ensure that . Goods division of Alcan Aluminum into Vin (ent Metal Goods. Rio Algom f
!

erwimnmental tssues art purchased the Alcan unit in 19Y~i, virtually doubling the site of its metals )f

minirnal. distribution business, expanding its coverage from coast to coast in the United i
} r

I L 'AC of the NAAIDG,

States and prmiding greater tiexibility. purrhasing power and cronomics ofI ~ .

J ..
, .

scale, as weII as exposure to new markets. ;

; pmctssing locations are.
' The Group is continually exaniining ways to impn,ve efficiencies and

- activelyimolred in recycling

acthitiesforiterns|
pr ductivity and thus, its competitive position. Recent investments have

f
resulted in improved materials handling and distribution capabihties. Over! i

: sudx ac metalscrap. U552 million was spent in 1996 to integrate the management informationj
- .-.~ systems which keep track of almost 90.000 inventory items, accounting irrords !

i1 r
' G 1996 saictyperf.ormance of.I and ordering systems. In addition the Group continues to investigate and '

' ;
'

. .

-.

;
; - theNorth American Aletals assess potential acquisitions which would strrngthen product saks and its ;

Distr $bution Group was better - geographic spread 3

than tnost ofit's cornyclitors ,

I
I ' in theindustry;Newsafety '

; ~ ' 'proji raridiurcinitiated L '

i n during theyeak tofmther

| knproveperformancein 1997.[ ,
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1;unings Peutile

in IW6. net earnings of Sitn4 million were knver than the IWi level of $132.4

million.1he most significant fa< tors underlying ihe akt rease were:

ilining: 1.ower LMI: topper prices, which dcchned 22% to an average of
U551D4 per pound in IW6 fmm an average of U551.33 per pound in 1W1

partially offset by 65% higher production at our Cerm Colorado operation.au tunes a c,wn em t

i. mg er. e

.tictah: Oversupply in staink ss steel markets and thanges in aluminum pncingt uam p,,,,ul
structures, contributing to reduced pri<cs and margins in the Company'sn-
metals distribution businew.

t4 -

Cash Piufile
u ,_.

Several significant events in IW6 afTected the Company's cash position. lotal
ur cash and equivalents of $215.4 million were down from 5314.4 million at

December 31,1993
11 -

Significant souras of cash were:
to -

;i e continuing operations, mntributing 573.0 million: and

proards of 595.7 million from the issuance of common shams. primarilyeg,
through the excitise of share punhase narrants.

>

;
;; c e t-
|'

'

Significant uses of cash were:
Q1 G2 C3 04 01 G7 03 04'

|; . advanws of 5112.2 million to the Alumbiera proje(1 which are expected to
gg 3,3

he repaid from project financing in 1997; ,

'

net capital expenditures of 577.5 million. induding 519.0 million relating toe

the Antamina project;
. dividends to sharrhoklers of $39.1 million <omparn! to 531.2 million in 1993:

and

. repayments oflong term debt and other ohhgations of M7.7 milhon.

!I princ ipally at Cerro Colorado. c ompartsi to $12.6 million in IWi.

|
,

,

*

i

|

I

. L ay.Ik
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Revenue f tom operations detreaset! 7.% to 51.!! billion in 1996 from $2.0

billion in IWi- |

[Mw- %;'.,, !

'v n. ~ ,2"
Revenue from topper operalions decreased to 5291.4 million in IW6 from J |

532iv million in 1993 due to lower average I.MI: topper prices, which I- - - - - - -

detlined by 22% from the prior yrar, partially offset by increased production at ' ]PfC 4
Cerro Colorado. n.g

- Qwm.u. J um - t

Revenue from the metals distnbution business decreased to 51.5 billion in
~ ~ ~ ~ ~ ~ ~

1996 from $1.6 billion in 1993, due primarily to lower stainles<, steel and Ma* "'M" 8"m*"""'d 5'"P"""'!**
' cc,m mmo

aluminum prices. ;

|
'

Operating profit from c itinuing operations decreased to 5169.9 million in

1996 from $249.7 million in 1991 Mining operating profit from continuing

operations <ktreased to 592.0 million in 1996 from 5156.6 million in 19911hc

decrease was due to lower copper prices during 1996 as well as a decline in ]
production and higher operating costs at liighland Valley Copper. Thesc |

declines were partially offset by increased production at Cerro Colorado.

Metals dntribution operating profit decreased to 577tt m;llion in IW6 from
591.2 million in 1991 Aletah distribution 1993 resuhs include only ninc i

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

March it, IW11hc IWi results also include the Company's (n9"a intenst in !

Atlas Stects 1.imited of Australia n hi< h was soll in late 1991
j

1he Canadian /l'5 dollar cu bange rate remained relatively stahic. lhe )
average rate for IW6 was C5136 per US do!!ar (ompared to C5137 per US j

dollar in 1Wi.

onitia.m naps per shorr anw I996 1993

Drnings imm (ontinuing operations 5 66.2 5 1234

Lamings from dist ontmued operations 54.2 70

Net earnings 5 100.4 ! 5 lu4

Net earnings per < ommon share:

Larnings from mntinuing operahons 5 1.20 5 2 -11

Net earnings for the year 5 1212 1 5 231

thwntm. sol O vsalmm lhe Stanicigh mine, the Company's last operating mineJ

at Illiot tale. (losed on June 30. IW6 alter producing 1.1 million pounds of

uranium in the year in IWi. Rio Algom's 1:lliot Lake operations. consisting of

the Stanicigh. Quirke and Panel Pronto lat nor. Nordir, flu (Lks, Spanish
American and Milliken underground uranium mines. were reclassified as

discontinued operations.

L uty.l;o w
t,. o,. u,,ooo
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Under the Stanleigh contract, Ontario liydro made interest-free advantrs of !

the funds required to bring the Stanleigh Project into production and j
the funds necessary for its working and sustaining capital requirrments. The j
funds advanax! were to be repaid to Ontario llydro over the delivery period,

as defined in that agreement, in amounts approximately equal to the ]
amortization allowance included in the base price of uranium (lcliverr<l. As a

result of Ontario liydro's decision to terminate the contract and following '

condusion of various contractual matters, all outstanding advances were

forgiven. Such forgiveness and the write-off of the Stanleigh assets, having an |
equivalent book value, have been reflected in the accounts for the fourth |

1

quarter of 1996 Deferred tax provisions in the amount of 570.3 million relating i
i

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

and are induded in inmme from discontinued operations.

|

1he Company regularly reviews its estimate of reclamation costs in light of

various factors, includmg current and proposed regulato:y requirements. Rio

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

discontinued mining operations at Elliot Lake and elsewhere, and has
increased its environmental provisions by $60 million (540 million net of tax)

to provide for rttlamation, treatment and monitoring which will mntinue well

into the nent century.

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

. , . . . .._ 7 ,,,,, g ,, , s ,, y, s, ,,s
-3 ~,a . - m3
i j

% \llNING Ol'l f( til(l\%
E*, |

F.O imdlums pf Miarsi 1996 1993 )
~~

!y _-
'

Ri vs Nt :-

. M1_ . -----u- Copper 5 291.4 5 323.9

in 1906 (rnu (ulmJv pnufmrd IJ i millum lunub Other Mining 63.9 61 4
{cf milu=lt ml>la

.

$ 355.3 5 383.5 !
< n't k si t w 1 gi n :: !

Copper S 86.8 5 148.5

Other Mining 5.2
,

S 92.0 5 1566 | |
1
4

.L9<p
. . . u . o u i no , , i,
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RIO Al(.0\l'% Sil tRI Of I'RODl'CilON

1996 1993

alumwuis of gsmnda

i a M*PI R

Cerru Colorado 1 3 0,7116 IK),512

Ilighland %lley Copper I10,139 116,798

240,923 IY7.140

Combined Average Cash Cost (US$ per pound) 0.61 1 0.64

st< u vnO N r At

liighland Glley Copper vlut 1.158

i' R A N 11'.\l

Elliot lake 1,033 1,825

Rio Algom Mining Corp. Ill3 154

1,218 1.939

ulumumb uf w,mra ;

All~ t Al i I'R( l(' Af. ( t Mt

Ilullmoose 344 558

( Ol'I'l R AND \lut VilDI Nt'\l

Psis es and .\l.irkets

(o;'fier \Yestern )Vorld refined copper consumption increased 5.0% to 10.5
million tonnes in 1996 from 10.2 million tonnes in 1995. The U.S. and Asia,

excluding Japan, enjoyed strong copper markets in 1996 with consumption

increases estimated at 6% and 8% respectively over 1993.1he economics of ;

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

by less than 1% fron iv e5. The Japanese cronomy showed promise of a
recovery at the bec|,nning of th' year but slowed as the year progressed, and |e

1

consnluently, Japanese copper consumption remained close to 1993 levels.
'

1
1

lotal refined n>pper production grew by more than 6% in 1996 to ever 9.9

mi!! ion tonnes as the output of mpper in concentrates and ekctmwon cathode

from leaching operations increased.1he majority of the increase in copper

concentrates came from both Chilean and Indonesian mines while the increase

L ekttrtnan cathode came principally from new Chilean mines.

For the fir,4 five months of 1996, copper prices averaged USSI.18 per pound. In

kne mpper prices fell precipitously on the news of significant writsffs taken

by Sumitomo Corporation as a result of unauthorimi wpper tradmg. For the

remaining seven months of 1996, copper prices averaged U550.94 per pound. !

The b1E average spot price for grade A copper was US51.04 per pound in

1996, a 22% decrease from the 1993 average of USSI.33 per pound. The IME

prke for grade A (opper on December 31,1996 was U551.01 per pound.

The adverse effect oflower copper prias was mitigated somewhat by Rio Algom's

.%y. Ge
I:lt a t i e.s t \1 I t sill t is
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|

|
|

lutiging pnigram, which w s impk mentnl in September IW1. Put options for

the first half of IW6 were punhasal at a stnke pritr of U$51.10 per pound, and |

fi>r the sn und half of the )rar at U$51 fx) per pound, msting on .nvrage U550.015

per pound Mon than feu of the Company's IW6 topper settlements werc
covere.1 by these put options, resuhing in gnns pnx enh to the Company of

U559,4 milhon. 'lhe Company's IW7 utpper settlements remain unhnignl.

il.@ht ymn in lW6 molylxlenum prins dalined from US$4.50 per pound in *

January to reach a low of US53.16 per pound in May.1.aler in the year, as

demand for molylxlenum rose, the prire increaml to a high of U55472 per

pound in October before dntining near the end of the year to U55430 per

pound. Molybdenum prices averaged U553.79 pc pound in IW6 mmpanst to

the unusually high US5804 per pound in IW3 due to above average levch of

staink ss steel production early in that year.

Cerm Colorado

Cerro Colorado h a u holly-owr.n!, open pit n>pper mine locatal near Iquique,

Chile. Finishal cathouc ropper is produn d using heap leaching follown! by
solvent cAtraction and electrosvinning LSLEW).

. ap- In |W6 ropper pnuluction increased 65% to 130.8 million pounds from !K)3

milhon poumh in 1993, due mainly to the IW3 expansion of production
capacity. Average annual mpgver nroveries oko improved to 68.5% in 1996..

1 Imn 60 IN in IW1 due to:: * 9;', .. e e lower fines mn'.cn1 in the ore delivernl to the leat h pads;

. increasni use of sulphuric acid and longer leat hing time;

implementation of a icoch solution nrirculation system; ande

1 n rmy c.do.mi.. or.r,,ne.m ann,-s om h nalum impnnut heating and arration of the lea < h pads..

hann * sl.nr nr.J uasir en low

Rio Algom announcal m Deumber IW6 that it is prourding with a further

expansion of Cern> Colorado. Annual production capacity will be increasnl

67ao to 220 milhon pounch of refined copper from the existing level of 112

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

__
estimatnl to mst U55198 million, culudmg escalation, working tapital and

p finanting costs and h planned to be rompleted by mid-19'R
,/, ~ ..

,

, -ss . :

:g [j Under the terms of saks contracts expiring Dr(ember 31,200H, Cerro Colorado
g*,"~ } is (ommitled to deliver a total of 106 milhon pounch of cathode copper,

D/
..[

*

annually to Mitsubishi Cor|mration and Nonideutst he Affineric AG. Remaining ,

, . , ,
j

. ', .)

u, , .,

?g
-

production is sold under short-term contratis to various international !.'
, , ,.

pun hasers. Prices under all contra (1s are basal e n average lAll: spot prices in
4 4.mg.pr fa,aan nu mi, u,uso.
j or around the month of delistry.
?
I

htimaini proven and probable nn.crves at Cerro Colorado at the end of IW6

were 221.9 million tonnes with an average grade of 1.01% <opper Opening
: reserves of 1877 million tonnes nere redund by the 5.7 million tonnes mined
I

~

<
1

.Sufy+

& tis si e a s u e t u t s si

1
e

-
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and increasal by 39.9 million tonnes of additional n sents distuveral during

the year through exploration drilling Itased on these nserves, the current

mine plan and design enuverics, the expnied ide of the expanded mine is
appnnimately 20 years

i o Ri e < i o a eulii s l'ki o o i i n 6 rui o u i 1996 1993

senilhana
y

?'lotal lunnes mmal 26.2 M6
lonnes waste mmed 205 lit 9 [

.- *

1onnes ore mined 5.7 5.7

| Cathode (upper produ< tion (lbs.) 110.11 lui
| h - %
| qw.sente

' yq
Average Orc grade mined (Copper) 1.46 1.31 s'

Overkrad nen .4 Ihyhlanet t' llen ho 4 nu Innu

, mnhrt m the t'ulley gia..

liiuhland Valley ruppert

liio Algum owns a 53B$u partnership interest in Ilighland Valley Copper, a

large scale open pit (opper/ molybdenum mine located in south-central British

p
'g..a - -

s .

{''

Columbia. Management of the operation is shared equally with Cominm l.td. 1
,

Copper production was 5.7% lower in 1996 than in 1993 due to roarser ore. .y
| Operating msts were advenely affected by a fault system in the Valley pit and g

' '

s g

relocation of the in-pit primary crushers. ; t:
_ ',

. 9 -.a_.g . . . . y#-

liighland Valley Copper has four long-term rapper concentrate contracts .u,ur ,,,a ,ar.. . r e rainnio s rf. u.o n iina

n presenting. in the aggregate, approximately 7the of saks, A gmup of Japancsc r"va'r dwar al lh.ohlaa'l t *4 Gel'r'

smelters holds tuo of these contracts, with commitments to punhase
|

| approximately 50"o of production. Pricts are based on L\lE prices, generally |
( thnr months after deliverv. |
j

-
i

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

! production until the year 2008. liighland Valley Copper's 1996 year end
estimate of pnnrn and probable nserm was 496 million tonnes at an average

graJe oI O41sou topper and 0.008% molybdenum, cumpanti to the 1993 year

end estimate of 504 mdhon tonnes at an uerage grade of 0.42.Fo (opper and 1

Onmii molybdenum.1he nserves were rnlured by 45 million tonnes for 1996 ;
Iprodudion and were increased by 35 million tonnes due to changes in rut-off

i grade and mme design.
i

|

!
(

!

)
i
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It n.I11 n D s M i1 ) em >Inrs u >N ela >l111 1996 1W3

anullen)

Total lonnes mined 90.4 95 1

Tonnes waste mined 4 7.11 49.6

lonnes ore milled 416 43.5

Rio Algom's share of <untained copper

pnxludion (lbs) 110.1 Il6B
qwrsenis

Average ore grade millnt k opper) 0596 0.594

Copper nwvery 91.2 91.0

Mill availability 915 91.6

t'nwitTI

Prims . nut Markets,-
g,R %
j. Western World consumption of uranium rose in 1996. Consumption cuceded

m} production, resulting in drawdowns of utility inventory levels.

The average uranium spot market price in 1996, as quoted by the Uranium

Exchange, was U5515.40 per pound as compared to US5:1.47 per pound in

3 1993. At December 31,1996, the uranium spot market pn<c was U551,170 per

N n<u .smale ttumh urmnn n ,n sinu tendmu, pound compared to U5512.25 per pound at Dn ember 31,1993.
puila_ snll be in prn,lminen un Ipn

I:xports of uranium imm Ruwia into the United States are subject to nstridions

until the year 2001 These restrictions require sales of Ruwian uranium into the

U.S. to be matched with an equivalent amount of newly pmduced U.S. material

in addition, sales of Russian highly enriched uranium into the U.S in cuess of

annual quotas must also be matched by new U.S. produdion. Under matched

saks, U.S. material is generally sold at prites higher than the spot price. The

curnsponding Russian uranium is sold at prices lower than spot price, with the

resulting combined pri<r to the customer at or close to, the spot prite.

l.Iliot lake ~

Rio Algom's wholly-owned Stanleigh underground mine at U:iot loke in northem

Ontario pnnluntl uranium under contract with Ontcio liydro on a cost plus basis.

As a result of Ontario llpiro's (ktision to terminate purchases of uranium under

this contrart, the Stanleigh minc < cased operations effectwe June 30,1996. As this

was the Company's last operating mine in this regiort the f.Iliot Lake operations.

consisting of the Stanleigh. Quirke and Panel and six other underground uramum

mines. were rnlawifini in 1971 as divuntinued operations.

During the year, the mine producrd 1.1 million pounds of uranium for Ontano

liydru in auordance with cuntract requirements. The operating profit for 1996

was cumparable to 1995 after ad usting for the kmer pounds produuxLl

. Jhts;/g . histo
_.
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Rio Tlgum \ lining Corp

Rio Algom hiining Corp. (RAMC) is a wholly-owned U.S. subsidiary with an

in situ uranium leaching, mine and processing plant under construc1 ion in I

Wyoming, uranium properties in New Mexico, and uranium reclamation

projects in New Mexico and Utah. RAMC produced 183.000 pounds of
uranium in 1996 from mine water recovery activities in Nen Aicxico,
compared to 134.0(K) pounds in 1993

Development of Smith Ranch, the Wyoming in situ uranium leathmg project.

(ommenml in May IW6 and is pnirenling ahead of schedule at an estimated I

rost of U%44 million. Opc rations are expected to begm in the snond quarter |
of 1997, and the mine facil:ty is projeded to reach a pn> duction rate of two )
million pounds of uranium annually by 199a |

!RAMC has sales contracts signed and pending for future deliveries of
production totaling 6.6 million pounds to the year 2003, representing ,

approximately 70% of Smith Ranch's first five years of production.
)Approximately 60% of these are matdied sale contrads, requiring an n|uivalent

.*
,p ,

quantity of Russian origin uranium. ;

.: !,

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

i
"

resources at December 31,1996 unchanged from 199'i. In addition, the +

Company committed in early 1997 to expend up to UM4.1 million for '. ;$. I

,

exploration to (onfirm resources of B.2 million pounds of uranium on the h d
,

Reynolds Ranch property, ad acent to Smith Ranch. 6"almmha 8'ad'8aaa'i mim's menin=lun una |
i

Jrmlmm al,stmth hmth n all result m Inwer wgosinul

mulopuluy sn nnd unnunu:rd enemmmenko

( t 1| ungma

llullmonw

Rio Algom holds a 29.1% interest in the llullmoose Cml joint venture, an open
,

pit metallurgical coal mining operation located in northeastern !!ritish |
Columbia The project is operawd by h ck Corp which holds a 609% interest. 1

The remaming Ilro is held by Nissho Iwai Canada Limited.

While !!ullmoo<.c's rnenue for 1996 mercased slightly from IW1 operatmg

profit dethned by 18% as a result of higher per tonne operating (osts.
Production for 1996 remained constant with 1993; however, msts increa'.nl by

| 13% in 1996 due to higher pit maintenance and operating rosts
!

t e
i lhe majonty of Ilullmoose coal pnidudion is sold in fixed annual quantitics
I

under long-term contracts to nine Japanese stect-makmg firmt Pntes are

adjusted quanctly based on inflation. as measurni by various Canadian (mt

and price indices The mntrads provide both buyer and seller optional pnce j

reviews at sprofic interrah. The most recent pnre nyiew orrurred in early

IW3 The next pricing review date is April 19W These mntracts require cual

dehvenes of 1.7 milhon tonnes annually from March 1993 to March 1999.

|

.m.~
,

_. ._
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Disuissions are under way con <cnung |nissihic renenal of the nintiacts beyond

IW9. Priu s currently paid under the contracts are sign lkantly higher than
nurkl market coal pric es. In a<klition Huhmoose Coal rencuni a mntract in

IW1 with Quintette Coal to pn ulut c anil deliver 4m.ono tonnes of metallurgical

mal per year in Alanh it, IW7, with the potential los a ont year trnrnal.5

Hullmoose Coati remaining resents arc (unsiderni more than sulli< icon to

f ulfill Ihe existing i ontratt ual obligations

/1 M

l'olaris

lhe Polaris underground / int /lcari mine is located on IJttle Cornuallis Island

in the Canadian Arctit.1hc Company owns a 2%, royalty interest in the
annual net pronnis of pnnioction from this mine.

After amonifation of its investment, Rio Algom camed 52 I milhon from this

royahy in IW6 compared to 51.5 million in IW1. The increase was mainly due

to higher lead prius lotal royalty income to the Company to the end of IW6
was 524 7 million.

Based on mrrent reserve estimates, produdion at polaris is expected to rease at

the end of the first quarter of 2001.

I
i

!
!

.

3 I Al'8 O!! \ TION .W D Di \ l iOl'\ll NI-
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.w _i
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!!ajo de 1.6 .\lutulurra'
i

i % 1 Rio Algum has a 210u indernt intercsl in Alincta Alumbrera limited, the

J %Q operator of a large topper / gold porphyry deposit located in northwestern
Argentina. Construction of the project began in IWS and was more than thrn-

quaners mmpicic by die end onW,
t ,,nwuau n 4 an atmutwna p.4ns m.olwiaa,sr
locum;wpkalu pmA The property is being developed untler an agreement with Yacimientos

Mincros Agua de Dionisio WMAD). the owner of the property. YA1AD is entitlnl

. 7 A ... . iihkr.(
I" d #" nel profits interest. aber mst rn overy.

The open pit is estimated to mniain mincable reserves and resounes of.;. ,

~_
700 milhon ionnes with an overage grade of 0.34% supper and 01,6 grams per

g j tonne of gold. The (onc entrator will have a capacity of 80.000 tonnes
sagrue per aay and is pionned in he expandni in uo.ono ionnes per day aner inc'

""""""""~% N first four years. Current reserves are experled to support a mine life of

"PP'""*"'"I 2" Y"d*Ya on I dir zuumwm mme

An update lo the Alumbrera capital mst estimate nas rompleted in IW<, and,

including overall project enhancements amounting to l'S$42 milhon, the total

project capital cost before financing msts nas revisal hum l'55798 milhon to

,Lp/ . &u
,, ,, , ,o
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l'55903 milhon. A resulting benclit of the enhantrments is an early target date !
lor commissioning of the contentrator. It is now expc(icd that startup will

W ThM* M Y/A
-

VWWd l '

M*YNW Iou ur in the thini quarter of. IW7. At Dec ember 31,1996, out of the total 7;; hgyp
rurrent pnepx1 iost of l!55903 mi!! ion, at tual expendituts and commitments #'

amounted to 1'55773 milhon. _ j

Project debt financing negotiations with a consortium of international lenders
,

were romplcled in early 1997 and arc expected to result in the first debt
drandown in Manh MN7. A maximum of approximately US$670 million of

. . _ .

'

Wpuuw~
r '

senior debt will be provided and Rio Algom has provided a seceral guaranter A
|

for 27o of that amount. being approximately U55168 million. The guaranter
|

will terminate upon satisfaction of completion tests and contains exclusions
|

Ior (criain pohlital risks Fman(ing of tonstruction in 1996 was primarily )
achieved by means of shareholder loans, to be repaid from the first '._
drandon n from the project financing. At De<cmber 31,1996, loans . - , 1

W..-outstandmg from Rio Algom to the project were U5582 million (Cdn.5112J

million) which were included in rcreivables and prepaid expenws. In ku, nnu of sta amnamus, bmahny om,In
,,,,,,,,,,,,,, ,,, ,th,,ide,nn

add: tion. the Company guaranteed 23% of third party short-icrm loans of
;

n hkb U55100 million was outstanding at De<cmber 31,1996. '

lhe Company's equity investment in Minera Alumbrera Limited, as shown in

the 1996 (unsolidattxl financial statements, increawd to 5269.9 million from

52168 million.

Conrentrate sal"s commitments have been made for approximately 9mu of

annual pniduction. Sales contracts are with 13 purchasers. n hub are located in

I:urope and Asia as ncil as North and South America.

.\ntanliila

In IW0, Nio A! om and Inmet M ning Corporation were announced ds theK

sutussful bidden, for the Antamina copperhin( deposit in peru which was

aortmned by Cl:PRI-Centromin (Centromin), an agency of the Peruvian
Ca nt rnment.

the suiussful Win joint bid rnjuirni a cash payment of l'5520 milhon and |
lurther expenditures of at least l'5sn3 milhon by Sepicmber MW at whi(h ;k[
iime Rio Aigom and inmei may cini in reinrn the en>periy in Centmmin or to .f%^ =

pnnred with desclopment. In (onnntion with the bid. Rio Algom and inmet - D.
.

'

LNh e >hace made an innstment iommitment of l'$s23 bilhon by September Jont, in **

the event that they clet t to prot ced nith des clopment. || the ac tual
,

investment w hic h n currently estimated to be at least U551 billion. is less than
n,.Ihm, nunia,miu, n Linmonw geomuhuum

the investment tommitment, Wo of the shortfall nould be payahle to '

,, gg,,,j,shis sm(i s,i PM
Centromin m heu of further espend. lures.

A dnihng pn gram commenuxi on the property in August IW6. Ih the end of

Den mhu IW4 approximately 2CNN) metns had aheady been drilled as part
.

- //!// n f*,
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! of an ongoing program to fully determine the extent of mineralization and the

feasibility of this project. The Company's shair of the drilling program costs to
Detrmber 31,1996 was US$3.9 million.

I

l
'

Nsed on earlier studies, proven and probable rnerm were estimatal in 1992

|
by Centromin at 12R6 million tonnes grading 1.61% copper,1.33% zinc,17.7

| grams per tonne silver and 0.04% molybdenum. |
,

1

On February 26,1997, Rio Algom and inmet jointly announced a new resourw I

estimate for Antamina within a pit of 400 million tonnes grading 12% copper.

1.1% zinc,0.03% molybdenum and 13 grams per tonne silver. The deposit
! remains open in a number of areas and dnlling continues. i

| |
t

-

. 5 gicm e Deimit
|

| In January 1997, the Company announced the distuvery of the Spence copper

| deposit in northern Chile about 149 kilometres northeast of Antofagasta. A

recently concluded drilling program. including more then 24,000 metres of

diamond drilling, has outlined an inferred resource estimc'xl at appmximately

| 330 million tonnes averaging 1% copper with minor silver and molybdenum
| values. The deposit appears amenable to open pit mining and conventional

metallurgical treatment.

!
'

A program of drilling spaced at 100-metre intervals and preliminary
metallurgical testing commenced in January 1997 to establish proven and

probable reserves in preparation for a feasibihty study, which is currently

expected to begin in the second half of 1992

\tl I tl % Dl%IRiitt"lHIN Ol'1 R tilu\%

(millums of dollani 1996 190)
.. .

*; <r .

Q. Rl V| N l'|

North American Metals Distribution Group (1) $ 1,4 711.2 5 1,3475

.- - Atlas Steels Limited (2) - 249.3 |

'M't ^~-
w. 6 ~

S 1,471L2 5 1.596E

f uiilamalomomer Mr ts Mill *"samlant i n's ua I w l'io il iI

al l'"f""'"""' Nor1h American Metah Distribuhon Group (1) 5 7 7.11 5 70.8

Atlas Stech Limited (2) - 22 4

5 7 7.11 5 93.2

til IW3 worismalairi uhludr rnada 44 iltra!(,assuh)nin A;>rd f. IW3 ceinsed;

W Anwumts dwlomlyn Attm5terkiumsnt almmi_s swmlWwe sulmduv} avr fly trutstys total erwmr and
,

primit!mt im!fer ni n rohr J f.19"1. when Ru, Almini sold en inenrs!

.

Wrth Anwrican \letals Distribution Gneup

in 1996, the Nor1h American Metals Distribution Group (NAMDGkontinued to i

contribute significant levels of profit to Rio Algom notwithstanding )

. h yft.Gr

|
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competitive pnswes experienuti in its marketplaus. Despite price pressures,
average daily sales volumes remainni relatively constant.

Atost major contrams with large customers were suurssfully renewn! in 1996.

Atarlet share w..s retained and, for some product hoes, increased. llowever,

over-< apatity in stainless sleel pnuluction and a dunge in pricing stnuture for

aluminum kxl to a steady decline in sclhng prices and margins. lavourable

intenst rates and healthy exports fuelkxl a strengthening Canadian annomy

which, together with capital programs in the resounes sector, helped Atlas
Alloys increase volumes over 1993 levels. ' ' .

in Alarch 1993, Rio Algom purchased the Aietal Goods division of Alcan

Aluminium and merged it with Vincent Aletals. lo increase efficiency and
_

,
f

g
produdivity, Vincent Aletal Gou *: :untinued mnsolidating brandies in 1996. - f

S
As part of the Company's strategy to mncentrate on the North American '

metals distribution market, Rio Algom sold its interest in Atlas St(els Limited, Trairisind.mdprodua insele rinmn Mesolc fs

its 607o Australian subsidiary, in late 1993, producing an after tax gain on
" " " " ' "#" """

disposition of $15 milhon.

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

(Liro) basis. Falling inventory costs in 1996 resulted in Lif0 inventory
odjustments and a contsponding increase in operating profit of 524 million
mmpared to a 1993 darcase of $19 million.

,.

Capital expenditures of 58.4 million in 1996 amtinued at a relatively
high level as the move into the new corporate headquarters in
Alinneapolis was completed. At the same time work continued on the

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

the first quarter of 1997. Focus then nill shift to improving physical facilities

in tuo larger distribution outlets, as well as adding to polishing and " " * " " * " *

leveling ccpabihties.
i w(.

Prius and \tarLets

stand m sted \hy
*ML-

Stainless steel remains the most importar.1 product line for NAAIDG, % 8% '
accounting for approximately 49u of sales in 1996. Additional production

capacity in North America, together with increased imports, led to a '""
g, , , , , ,

wntinuation of the price dechne which began in the latter part of 1993. Alununum 2n

negatively impactmg revenues and pross margins. Selling pnces were also
[

'"

,

negatwely affednt by lower nit Lc! and molybdenum prins, lx,th of which are oom w
key commodities in the manufacture of stainless sicel

*isumion ainon mi tuttnamn toonan wromot

.Sov'y*||nen
| -

!
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j Aluminum pnnlucts ainstiluted approximately MN of NAA1DC.'s sales in

| IW6. Aluminum shipments in North America remameti constant with 199>

levels, but prites ilechned as 1.Allahasal pricing luxame more standardvnt

i in the industry

Gnbon Mccl

Carbon steel products duounted for approximately IN of NAA1DG's 1996
sales. Prices for the punlurt remained stable in 1996 as automotive and

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

levels of demand.
|

| NVil(ON \tl NIil %I \111 in

Rio Algom's facihtics and ope'ations are subjnt to extensive general and

industry-spnific heahh and salcty regulations in Canatla. the United States,

V Chile and elsewhere. Such regulations include those relating to mine
| 47-

rn lamation and the handhng and dnposal of solid and hazanlous materials,!- ,;

~% including uranium tailings. Rio Algom, hLe many of its competitors, has
-

' --

_ gggg, incurrni and will continue to incur. capital and operating expenditures and

#sel u,i,im me mns io imi mionm.t hn l nr
"'I"T "^t' I" "'mplying with such laws and nyuladons at aH locaGons alu n'

|
n,#nuttatirr0.ppn it operates. The Company belicm that it is in substantial cumpliann' with all'

such material legal requirements. .

,! !
t

! Rio Algum implements environmental programs to monitor mmplian<c with
..

|I hrences, permits and ngulatory requirements, as well as with the Company's
t. environmental and heahh and safety protection polities. The environmental'

|]
programs addr(ss matters such as rnlamation plans, intident response, health: i

and safety training. water discharges and air emissionv Atanagement reports to'-

l| the 1:nvironmental, llcahh and Safety Committee of the Company's floard of
| 1'

I Dirtitors on comphance with applicable pohrics, permits, licences rtyulatory |

irequirements and ntlamation pl.ms.

I' Rio Algom believes that it is muling adequate finamial provision
for its share of the plannni closure and nxlamation msts at currently operating j

facilitics.1.adi operat;ng mine has a plan, revicued annually, which estimates the

mst of nnessary measuns to rehabihtate the site and protut the environment

and publir health and safety at the end of the mine's life.1hc mst of these plans

f is chargal against annual earnings over the hfe of the operation.
,.

The Company spent approximately Sti9 nvlhon for site restoration and relatn!|

ohhgations with respn1 to its (losul mine and mill facihties in 1996 humparnt to'

5111.2 milhon in 199% and espnis to spend appnnimately 514 0 milhon in PM

i

in April 1996. the Quebet Almistrv ol Natural Resounes requesinl that Rio
Algom submit a restoration plan for the Poiricr mine site which was operatal

;

h.577n?yt
r... o...u inoon

i
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in the 19ms and '70% and sold by Rio Algom in the mid-19mt it is espntal
that a final plan will be submitled for grwernment .u c eptant e in 1997

s

In 1996, due to the Federal government's daision to require relicensing of

prxviously dosed uranium mines and in consideration of polential rosts in I

respect of other diwontinued mining operations. the Company determined it

prudent to rnont additional redamation pruvisions of 560 million (540 milhon
net of tad ;

(' A ** 11 ( l () W

Cash and shmt term investments net of cunent bank loans and overdrafts
decreased '40 5215.4 mdlion at December 31,1996 from 5314.4 milhon at

Darmber 31. IWi. Cash flow armponents are detailed in the Consolidated
Statement of Changes in I mannal l'osition.

CovisNL'lw ol's intiou

C.wh fturn Operating A(tisitics

$75.0 million in I996 (Slt;&4 tuillion in I99.h

in 1W6 Rio A4om's (onlinuing operations generated cash of $710 million (IW1

- SIM4 million), whi(h indudal an intrvase in nonsash working rapital and
other of 53n4 million <ompanxl to 5415 million in IWi. %c 1996 increase reihvis

higher tax payments on 1991 inmme and additional working c apital at Cerni
Colorado due to expanded production

Net C.nh f rum linancing A< tis itics

$19.0 smilion in 1996 (SI 7I.0 milluns in l9931 pg e ; - - ,
,

;y
During 1996 finanting activitics included trpayment of the Cerro Colorado ~ "

debt amounting to Stift million as (ompared to 5911 milhon in 1993 | .

'

During 1996 snurres of (ash included 5917 million rn cived through the *

issuan(c of(ommon shares of whic h Smitt million n sulted from the esen ise of ,

!
narrants issuniin IW-i '

)
krsen es at (mo culoumto arr rumsa! t. wpron

in 1993 ijnanting activitics generated 5171.0 milhon, primarily from the muums opreupons fo1 #hr nru 2u 3 rart

procenls of 53109 milhon from the US$lio million debenture issue.
!
4

C.nh tied in lin esting Activitics

5195.3 million in 1996 '5436.9 milhon in 1993)

During 1996, investing artwilies induded advantes to Mmera Alumbrera
Limited of $112.2 milhon.

There urre no major arquisitions for cash in 1996. In 1991, two a<quisitions -

,L y. l|xf
u m m. .u . i u i n i.

. _ , _ . . _ . _ . _ - . , _ . . , . _ _ _ _ .
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the 51501 milhon punhase of Metal Goods and the 5236E million punhase of

a 2i% mierest in Alumbn ra - amounted to 5406 9 milhort

in FM Rio Algom sold its shares in Atlas Stech limited for $77B inilhon in

rash pn>ux,ls.,

Capital expenditures net of disposals werr 5713 million in 1996 (1993 - $1077

milliont

Dis (oviistio OP1luito u

Nel Cash Genciated

$23 milhan (S104 millwn in l' 95l)
Cash frum the Stanleigh mine dc(hned in 1996 due to its closure on June 30, IWd

1.1 Q t ' I D 11 i AND C A l' 11 A 1. R 1. % < > L ' R C 6 %

Cash and short term investments net of current bank loans and overdrafts at

December 31.1996 were 5215.4 million compared to $514.4 million at
Dnember 31.1991

The sharehohler advanu s of $1122 million made to Minera Alumbrera Limited

during the year are expected to be repaid from pmject financing in 1997

The Company has auenied an offer of financing from a major Canadian
chartered bank to fully undenvrite a five-year revolving credit facility of

N-- l'55300 milhon, or the Canadian equwalent. Two other Nor1h Amernan banks

gjg- have agnul to participate by undenvriting portions of the (nxht facihty. The,

( inskt facihty will be extendible annually for one further year at the discretion' " " u ,
A of the lenders. Estabbshment of the credit f.uility will be subject to the usual,

! % <und>tions, induding the negotiation of final loan documentation The <nxht

fa<ility will be unscrunxi and contains debt to total capitaliution, minimum

tangible net worth and negative pledge covenants which are not experial to

timea,mo,ni,< . u. mil ma wmf. l.., nng,i rn materially alfni the Company's opoations. Under certain onrumstanus the

c redil facihty udl require approval of the lenders to any material asset
chspositions by the Company. Pn<ing of the credit fa<ihty will depend upon

the rnshi rating of the Company's wmor unscrured debt.

'This fa<ihty will repla<c the Companis existing 5121 million hnes of < rnht.

In January UM7. Rio Algom arranged a 5300 milhon undenvritten financing,

comprising 5i33 4 milhon convertible axlecmable subonhnated debentures

(the Debentures) and 5 467 milhon of < ommon chanw.

The Debentuns, which have been soki on an instalment basis, have a ter.n of

ten years and bear an intenst rate of 15ao per annum Eat h Debenture vill bc

.679
.i. u. s, ,,u,.i,

.

I
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convertible into rommon shares at the option of the holder at any time aher

payment of the final instalment and prior to matunty al a conversion price of
540 per < ommon sharc.

1he finant ing whit h closn! on hi>ruary 4, IW7. nsulini in Sion million to Ihe

Company, representing net pnxecds on the sale of shares and the hrst

instalment on the Debentures. lhe snond anc final instalment is due on or
before 1ebruary 4. IWH and will result in additional < ash of 51767 milhon.

In IWi. Rio Algum sold unscrured debentun s in the Unital States in an
aggregate principal amount of US$110 million, duc November 1. 2001 and

bearing interest at 7.01% per annum. Net prourds of the offering nere
U5514n6 million.

1hc senior unsnumi debt of Rio Algum is currently rated llaal by Moody's
investors Servi < e and Hilll by Standant t< Ibori An inmtment grade rating of m IHM ut 'H Y

llaai has been owigned by Moody's lovestors Scrnte to the Debentures iwuni s u. nom

as part of the January IW7 financing On January 17, IW7, Standani t< lbor's N-

announoni that it has placed the senior unvtunsi debt of the Company and
the corporate ornlit ratings of Rio Algom on CreditWatch with negative M"

implications. Management of Rio Algom will meet with standani t< Poor's to

fully ntiew the strvngth of the Company's financial position, operations and no -

strategies for fiiture gnmth following stub meeting Standard t- Poors is
expected to iwuc an affirmation or a downgrade of its rurn ni ratings. 00 "

1he Company expnis to incur signifnunt capital expenthiurcs over the next ,
ihr vean. Expendituns on projects currently approvnl and sustaining capiial
rnluirements over the next three years are expnini to cu mi Sin) milhon. gg

New potential pnijerts currently under review by the Company in(luding
0~h | |j q

Antamina, the Spen <c deposit and the Crandon depout. (ould in(rease <opital f

...

expenditures by as muc h as 52.0 billion over the next five years. W W i+ E ist

5dicduksi debt repayments are SIR 8 million in IW7. 524.It million in Iwa, es ikht
g gg.

5231) milhon in 1W9. 5260 million in 2000, and 52H I million in 2001.

fundmg of the above commitments and programs is especial to come from
existing cash balan<cs, operating cash ihnvs. additional debt and other
hnancing sources as appmpriate.

Rio Algom's turn *nt ratio at Dnember 31, IW6 improvn! shghtly to 2AI from
2.4:1 at December 31, IW1

The Company's penentage of debt to the total of debt plus equity at Dnember
31,1W6 det reaux! to 26% from 51% at Dn ember 31.1Wi due to Cerro Colorado

debt repayments during the year and the issuan(c of new shares. Debt uvsl in

this takulation for IW3 culudal non-ntuurse advan es from Ontano llydm
The Cerro Colorado debt will bnome substantially non-rnourse to Rio Algum if

,

e /f|/ Nf

tr, u ,,,u ,, , , . . .
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the prujn1 passes a criain mmpletion tests by April 30, IW8.

At Ihnnlut il, IW6, the lulante in Rio Algom's mmulatist translation auuunt
was SiLi million, an innwase hum Silm million frum Daemix r 31,1W3.

Ri%AN AND l' N ( l RlAINIILS

The following table distloses the estimated sensitivity of Rio Algom's IW6 net

earnings anci carnings per share to changes in copper prins, metals margins |

and the Cdn / US dollar cubange rate.

l
Change Net larnings f.arnings / j

(Aemusl avrruers tin &nh of D Commun 5 hare !

!

l
Copper Price U550.01/lb. 51.9 50.03 j

Metals Margin 1% $8.9 50.16 !

Exchange Rate U55001 51.0 50.02

|
fopper Rids The most significant factor influencing the profitability of Rio l

Algom's mining operations is the price of copper., as mudi of the Company's |
mining adivities are concentrated in mpper. Conversely, in years of knver

carnings from mining operations, changes in metals distribution margins have

a higher proportionate impact on the Company's consolidated net earnings

|
'During 1996, the Company continued its mpper hnlging pmgram, purthasing put

of expected settlements. This programoptions for more than 80an

was designn! to mitigate the impad of prite miatihty due to expnied increases in

nuridwide pnxludion. The Company's IW7 mpper settk ments remain unhnigni j

lmoonmental Knb Environmental regulatory review has become a long.

complex prouss whidi can delay the opening of a new mine or prolong the

dnummissioning activities at dosed mints. Regulatory standards mntinue to

change, increasing environmental and dosure msts at operating and dosed

mining operations. Rio Algum's high standard of commitment to
environmental proicction and redamation partly protects against this risk.

Neverthekss, while the Company makes reasonable ongoing provisions in its

auounts for expected demmmissioning costs, any modification in
environmental lavs or regulations muld materially affect such provisions at

operating or dosed mines. Changes in provisions are recognired by the

Company when the nvjuired modifications become known.

l Acidity levels and costs associated with lime treatment at the dosed East
t

Kemptville tin mine have been higher than projecttsi and may result in a

| longer demmmissioning period and higher future costs. Assumptions
underlying th-se longer term treatment msts were factored into the additional

reclamation provision taken in 1996.

wowy . wo
ro, u.<.uinoiin
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Rio Algom believes that it has made appnipriate' recommendations for
dnommissioning the Omrke and Panel waste management areas in Elliot lake

and that it has made adnjuate financial provision for the associated nnts. In

June IW6, the IT.ARO Panel reported on its hearings, essentially endorsing the

Company's pn>posah for decommissioning.1he l'anets nrommendations
remain subjed to confinnation by the federal Minister of the Environment.

Additional ( - may arise, depending on the outmme of the AECB rrlicensing

pnness in mnn,.1 ion with the other closed mh.c. in Elliot Lake. The potential

for these increased rehabilitation and treatment msts was factored into the
additional ntlamation provhion taken in IW4

lhmmial miel lbluiall Risks Adverse pohtical and economic developments can

affn1 the performance of an investment. Projed financing arrarigements may

contain culusions for (criain political risks, including those covered by
pohtical risk insuran<r taken out by the rekvant commercial bank syndicate.

A weak Canadian dollar provides a famurable exchange efTnt for Rio Algom

heiause selling prices for commodities such as copper are quoted in US
dollars. A significant proportion of the Company's operations are now
(unducted in US dollars, and future changes in the Canadian to US dollar

cuhange rate could materially afled the Company's trvenue, profitability and

unrealim! rumulative cubange gains. |

Pri es for the Company's produds tend to increase with the general level of |
inflation, subject to the supply and demand forces of the market. The

J
Company operates in some countries with above-average inflation rates. ;

Although inflation tends to increase operating msts, declining exchange rates

for the currrncies of such muntries generally offset the effc(1 of inflation.

Olha l% Profitabihty of the metals datribution business improves in a strong

emnomy when demand for produn h high, increasing both sales volumes

and unit prices. Periods of economic nression or downturn generally decrease

profitabihty in these businesses The Company's metals distribution business is !

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

Western Erld uranium markets continue to face uncrrtainty as to the amount
i

'

of uranium available for export from Russia and other countries. RAMC's

| matched sales mntracts arr conditional upon performance of agreements for

| dehvery of equal qumtities of Russian-origin uranium.

Bullmoose Coal depends on the llc. Raihsay and Canadian National Railway,

which transport produdion from the mine to the port for shipment. The rail
lines require a volume of traffic that Bullmoose Coal is unable to provide
indwidually at this time. The majority of the rail volume from the region
romes from the Quintette mine, and the continued availabihty of mst-effective

transportation for Bullmoose Coal's produd is, therefore, dependerit on the

Lyy .%
m. u...u,mo...
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| continuni operation of Quintett.. Contrat1s for llullmoose pnniu< tion expire

! in iVW unless renegotiatal and extended
i

i4

i Delays in the permitting pnHew for the Crantlon project could negatively
afftxt the etunomits of the pn$tt

i
4

i
; <>t'ii<><>K
J

1

| With new mining projects and expansion of fatihtics currently tmder
j (onstrutiion. Western Wodd relinnl topper pnnluction is foretast to continue
I increasing for the next thnr years at an average rate of 5.5% per year, with an
| estimated total Western World pnKluction of 11.5 million tonnes by the end of
4 y g ,

.
m;pt. :', ' q'* 9 0! the tentury. Refined copper demand is fonx ast to gnny at a level of 5% per year:

.1
~ until the end of the century. While refined copper markets were mostly inj

~
:s

! balan(c during IW6, a supply surplus is expc<1nt in the near term whidi could
4
' .

pla<c shmi-term downward pressure on copper prius.

Minera Alumbrrra Limited is exjntied to begin production in the thin! quarter

of 1997. lhe total estimated project tapital c ost before interest during
lihuardo i rra. l'arsielent of Onfr. Alun lerfw. . ## #'# ## # # U
Asad.sewuloe sof Canussia en Ossir ansl IVJuio Cassupnet.

l'er6 lent of (creo Glinado. nt ihr wyniniql ihr The projet1 debt finanting is exixtted to nsult in an initial drawdown in Marth
fannsda Onir f err lioJr ,tperrmrni IW7 and full tr[wyment in lW7 of all shareholder adcanus made in lW6.

The Antamina exploration program will (ontinue in onler to determine the
extent of minerali/ation and the feasibility of this pn$st Rio Algum's share of

program u>sts is expectal to be a minimum of $15 million in IW7.

The imith Ranch pnvrt is plannni to begin pmduction in the setond quarterS

of IW7. Projeci <osts are not espaint to exurd U%44 milhon.

Construction will prousx! on the expansion of Cerro Colorado from 152 milhon

pounds of cathode (opper per year to 220 million pounds of <athode u> ppd per

year The expansion is c.spctini to be completed by mid-199& ;
1

The general economic outlook for the US and Canadian c<onomics is for shght |
1

impnnrment in IW7. which may pneduc e more favourable market conditions in

the North American metals distribution industry. |
'

1

I

i
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Managenu nt n resguinsilite for pn paration of tiu t onsolnlated finaruial statements and the information <ontained ihniuglunut this

reguirt The anompanying u>nsolulainl finanual statements hast turn prepaml by management m .utoniante with acrounting

pnnopics generally aucpied in Canada aiul nulude amounts that are based on infonnni judgements and best estimates. Other

finarn ial infonnation appeanng thniughout this n port n tonsistent nith that in the a unsolidated financial statements.

Lo Algum 1.imited maintains systems of internal uninals over the financial rejuirting prouw designni to provide reasonable

awurantc that n'kvant and rehable finaruial information is produux!

The Itoant of Dirntors, through an Audit Committec tomposnl of four non-management directers, overurs manogement%

pedormant e of its finanual reporting responsibihtu s The Board revicus and approves the financial statements.

~ he Audit Committer, appointnl by the lloard of Directors. meets penodually with management internal audilors and externa:

auditon to discuss internal (ontrols e.cr the financial n porting prouw auditmg matters and financial reporting muts The

Committee revicus the finanual statements and n commends them to the lloard for appnwal. lhe Committee also aonuders, for

review by the lloard and approval by the shareholders, the appomtment of the external auditors

Cooper 6 lybrand, the Company's external auditors. have audited the consohdatnl finantial statements in .utoidanic mth

generally acicptnl auditing stantlards on behalf of the shareholders. They have full and frty .ut ess to the Audit Corrimitter.

f& f N a 45
Gordon C. Gray Mu hael i Parrett

Chairman and Chief Excoutive dfficer Vui-Pnsideni and Chief Finans ial Officer

I-ebruary 21 !W7

UDITORS' .NI-:!' ORT ^10 Till'. t/II ARI:llOLDI:RSe

We hast authinf the consolulainl balante sheets of Rio Algom Limital as at December 31. lW6 and IW3 and the <onsole.latnl

statements of carnings retained earnings contnbuini surplus and < hangis in financial (u>sition for the years then ender! These

hnancial staicments are the responsibihty of the Company's management. Our nsponsibihty is to express an opinion on these

financial statements based on our audits.

We conducte : our audits in .ucordante uith auditing standards generally au cpini in Canada. T hose standards ns ure that we

plan and perform an audit to obtain reasonable assuranic uhether the hnanual statements are Inr of matenal misstatement An

audit includes examining on a test basit evidence supporting the amounts and distlosuns in the finantial statements An audit

also includes awessing the auounting pnnoph s usexi and significant estimatts made by manaucment as ucil as evaluating the

ostroll finanual statement presentation

in our opinion, thesc tonsolidated finaiuial statements present fairly, in all matenal respects the financial position of the

Company as at Dnember 31. lW6 and IW3 and the results of its operations and the thonges m its hnanual position for the

yran then endnl in anordant c mth aucuntmg pnnciples pencrally aurpini in Canada

*

loronto. Canada

icbruary 21 FM CllARTERLD ACCOL"<l ANTS
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O()NS()l.II)N!!:I) tJIN!'l:MIENTS OI: L)ARNINGS

Yl.A RS i N DI.D DI Cl M nl K S t.1996 AN D Ivv's (

,

em nmuuuurs ..I c.m.,,l...u u,in n.n t m duur.s.e
1996 1993

-,

R1 \'l N Ui

Revenue from mine pnadurtson and sale of metal prculurts 51,11M,4157 51.9822671 4 Al'1 N S t S
d

Cost of mine production and metal saln
1,420,173 1.466.933

Selling, general and administration!

206,1146 229.234
Depnxialion and amortization (note IV)

511,500 5421
Internt (note 18)

36,191 32.674
11ploration

13,660 8.746 |

'
investment and other income,

(111,3 411) (18.096)
Gain on sale of subsidiary (note 4)

- (20.536) {
i 1

1,717,222 1.733.038 |

| Earnings before taxes, minority interest and discontinued operations 116,265 229229
i inc ome and mining laws (note 20)
f

):
Current i

54,7011 74.% 5
Delerred

(4,707) 24.533

50,001 98.938
Earnings from continuing operations, before minority interest

in subsidiary mmpanicst

66,264 130.291 1

Minority interest in net carnings of subsidiary <ompanics i

71 4.936
Earnings from continuing operations 66,193 125.333
Discontinuttl operations, net of ta.s (note 2) 34,245 7.030'

Nel carnings for the year 5 100,4311 5 132.383
Earnings per common sharc (note 13):

Earnings from (untinuing operations 5 '1.20 5 2.41
Net carnings for the year

S 1 .11 2 i 5 2.53 j
\ 11se amnnpunying notn arr an inIcynsi part ofIluescfinancial .slalanmts.

1
I

|

I
1
|

l

i

I |

!

|
l

i

I
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h)NSO!.ll)ATICI) [2 AIANCI: dill:1 IS I

171 Cl.M all' R S I, I vv6 ANI) 1995
f
!

|
.

am si .uuma of(muulum Mw |3996 1993

I lAs si 'I s '

Current

Cash and short lerm inwstments 5 223,661 5 314.400
Re civables and prepaid expens(s (note 9) 340,637 231,414

inventories (note 6) 308,476 278,154

Disc onlinued operations (note 2) 22/>46 17290

1193,440 841258 !
Proper 1y. plant and equipment (note 7) 471,933 461N>4
Construdion in progrtss 115,173 17,409

Alining properties (note 8) 400,213 391,122

Investment (note 9) 269,909 236.844 )
Other assets (note 10) 31,719 41,526

Discontinued operations (note 2) - 230.585 l

$ 2.087,3fi9 122 m40tl |
I I AHis l'Ils s

Current

llank loans and overdrahs $ 11,237 5 -

Accounts payable and accrued habilitics (notes i1 and 12) 304,1163 279.252

In(ume and mining taxes 22,39/ 61.!!23

Dis (untinued operations (note 2) 3,943 fl.fifki |
!341,464 349,tt!!3

Long term debt (note 11) 389,334 426,438

Non-currrnt site restoration and related obligations (note 12) 110,450 35,532,

Dcferred taxes 103,733 199,213

Alinority interest in subsidiary company it63 771
,

Discontinued operations (note 2) - 246.564
'

943,1124 1276.441

( ,\l'll Al S f()C K ANI) RI 1 AINI la i ARNIN(is

Common sharts and u arrants (note 13) 342,226 246.932

Contributed surplus 311,11til 37.742

Cumulative translation adjustment (note 14) 31,293 30.792

Retained carnings 729,1136 668.4fil

1,141,563 983.967

5 2,087,3119 52260,408

The accounpurpng noIn are an sntegral part of ihnefonancial stalanmit

, Asspnnra on behalf of the Ikurd of Directory
i

k P|h| ff/
'

larvs T. Illac L C.ordon C. Gray

Dirtdor Diredor

.h y,%nf
v i,, u , , u. i n, , n i,
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'liYiI.A11:NTS Ol' .NEI AINED $4 R NI NGS1 )NS()l.lD,Yl'l D L

Yi AR% i NI)1 Il 1)1 Cl Mlli R Si,1996 ANI) I vv'i

I996 1993
im finsowunh sei(sum. lum si.elloed

llalatur,(Hpinning of year $ 66ft,4til 5 5/.7,313

Atici nel carnings for the year 190,4111 li2.illi

7611,919 #N,7L X)

Deduti alnidesuls on common sharts 59,061 31,21Y

llalante, end of year $ 729,Il56 i 5 u.ll.4fti

i

i

!

l
1

h0NSOLIDATED t[TATEMENTS OF h0NTRillUTED LIbRPLUS
YL ARS l'N IJi D DI:C EMilE R 31,1996 ANI) 1995

1996 1993
Im ilmuuuuh of fanm fum elohnr0

S 37,742 5 37,742
Italance, beginning of year

446, -

1:xpiration of warrants
5 ill,111P I 5 37.742illalaine, end of year

The aaonspnif ng nota s.rc on integral guarl s?f thneJitwncial stalernevisi

1

'

t

.hyy s'.*yAt
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h0NSO!_IDATED t[lATEMENTS OF blANGES IN abNANCIAL h)SITION
Y1 ARS LNI)1 I) DI C:'M Hl: R 51,199(, ANI) 1993

im sh.mume ../ Gm.idum J..lidro 1996 1991

(WI K AllNC. ArilVilli %

T.arnings from runtinuing operations before minority in'- .,i in subsidiary c ompanics 5 66,264 5 130.291
Depnxiation and amortualion 3fi,500 ~.4D61 *

Deferred laws (4,707) 24,133

Inc rease in nons ash working c apital and other (ill,190) 14 7/1)

Site restoration and related obligations - nel (6/45) (13NJu

73,004 II' l.446J

Duscontinued operations 7,74 0 21.016

4 112,744 M>.50.2

IlNAN( IN(. Afilrilll %

!ssue of common shares 93,720 1.936

Issue of US dollar debentures (note 1I) - 200,9T4

incirase in long lerm debt - 14234

Dividends on common shan s (39,063) (31219)
Repayments of long term debt and other obligations (37/>92) (12/>24)

Dividends to minority shareholders - (2.280)

111,963 171,001

Discontinued operations (3,40l!) (10.368)

13,337 Itn433
INVi SilM. ArilVillt S

Anjuisitions (note il - (406.927)

1.oan to Minera Alumbrera 1.imited (note 9) (112,219) -

Investment in hiinera A!umbrero Limited (note 9) (13,063) -

Net capitcl expendituns (note 3) (77,436) (107.733)

Procads from sale of sulwidiary (note 41 - 77.803

Pnx nxh from sale of investment (note 10) 7,463 -

(193,297) (4 % Ili7)

Tuscontinued operations - (I16)

(193,297) (4 % 973)

(Decirase) in riish and ecluivalents during year (915,996) (67.058)

Cash and avjuivalents, beginning of }rar 314,400 381.458

Cash and equivalents, end of year (a) 5 213,404 i 5 314.400

(a) Cash and equivahmts eomprisc (ash and short term investments less current bank loans and oventrafts.

Theamunsmn. sing susta arean intrec lpurt of thrvJinanaalslatcunenftu

.71wy.Ikr
a n. a n ..u i i u n i .
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Aulistantially in athasue of t urrent pnwhnlion an* capitali/nl and thatynl to operations on a unit of pnnluttion
hads relatal to it.e mincial rescrm 9aintion. Il it is tieterminal that an inn stment in iapitali/nl mine development
or esploration is not n1merabic >ver the pnwhnlive hic of :he pniperty, the unrnoverable juirtion is chargni to
carnings in the year sut h detern'aiation is m.ule.

St.ni-up Costs

Start-up costs relatul to major pnijnis are deferrn! until the f.uihties at hitte iommerrial operation. Thtse deferrnl

e osts ate int itHlnl in a apital dwels and amorti/nl on a straight-hne or unit of pnulut tion basis

Site Restoration .uul Related Obligations

1.stimatal site nstoration anti ihnure costs for cath pnnluring mine are charged to carnings over the expnted
n onomic hic of rath mine using the unit of pnuludion method. Provisions of a longer term nature are calculatal on a

thstuunted basis

in determining cNpecial eosts, recovenes to be made at the time of shutdown an tstimatetl anti taken into annunt.

The proteu of nwt estimation is a continuous one, subject to thanging regulations regulatory approvals technology

and other external factors which will be ruugni/cd when appluabic.

Current c.spenthtures relating to environmental tosts at operating mines are charged to carnings as incurreti.

L\penditures pertaining to elosed mines are chargni to the applicabic site nstoration and retaini obligation
provision.

Int orne and Mining Tases

lhe Company follous alclerrni intume tax auounting for timing dillernues in the rnognition of revenues and
expenses for int ome las and financial reporting purposes. Investment tas unlits are rnonin! using the cost
redut tion appro.u h w hen ihne is reasonable owurant c that the a rnhts will be reah/nl. these a rnhts are delerrn) and

amortual to inuame on the same bads as the relatnl awels.

Pension Costs and l'ost-n lin1nent llenefits

lhe Company's definnl benefit pen * ion plans unrr most employns Penuun tosts and obligalions are dc!crminni

using the pnejntnl henclit methin1 of actuarial valuation prorated on the proiertni length of employee service.

l'ension surpluses and defie icmics. cxperieme gains and losses and the clints of changes in plan owumptions are

amortuni on a straight-hne basis over the expertnl average remaining wrvit e life of the relcrant employer group.
1hc t umulative different e heturen amounts expensed or t redited to im ome and fundmg (ontributions is

1

rn onini on the bahnt e shn t. !

lhe Company provaks acrtain hcolth aare and bic insurame benefits for its retirni employees and their dependents

lhe ost of these benef ts is expensul as im urred

larnings per Conunon Shan-

1.arnings per common share are calculateel on the bays of the weightni average number of common shares
outstan<hng for the year

!

!

.Qy .5
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2. Disnintinued Ogwrations

On June 30. lY96, the Stanleigh underground mine at I'lhot take, Ontario < cased operations as a nsult of Ontario(a)

flydro's da nion in IWI to terminate tbc uranium supply mntrac t. This nsulini in the a losure of the Comgun)%
last operating mine in the region in antaipation of this closure, the i.lhot lake operations nere auounted for as
dmontinuni operations in IW1 These operations mnsisted of the Stanicigh Quiske and Panel. Pronio, la< nor.
Nordic liut kles, Spanish Americ an and Mdhken underground uranium mines at I:lhot 1.ake.

(b) The nsuits of dm untinuni operations acre as folknw

nm stwuum,6 vit smmlum ums 1996 1ooi

Kevenue $ 19,229 5 100.437
Cost of mine produ< tion 31,315 (A06l
Scihng, general and administration 11,3411 li493
Deprc<iation and amortization 3,113 3 10,337

Provision for taxes 2,340 5.494

ii,2ill Vi407
; 1l~arnings from operations, pre-measurement date ! 5 7.030 i

l'atnings from sperations, post-measun ment date 3,991

Adtustments .., defernxl int ome laws and nxlamation provision (sce hckm) 50,214
.I(salhn from dis <(inlinual alperdthins, net of td\ b 14,243

In acconlan<c nith the contract. outstandmg advantes from Ontario flydro were forgiven and the relatnl

5tanicigh awets. having an equivalent book value, u ritten off in the fourth quarter of 199A Provisions for

deferral tases in the amount of 57M milhon. previously < har ni in Ihe anounts, being no longer nxjuirni. have
been reversn! and relh cted in the calculation of the gain froin dm onlinual operahons

The Company regularly reviens sta, estimate of rnlamation m'.ts at all operations, includmg chwuntinuni

operationv IAhmatnl rnlamation rosts arc deiermmni in auonlante nith the Companis nn minmental polit y.
nhich includes <onsideration of current and proixesnl gosernment regulations and pohiics Pnmarily as a nsult of

the interal governmenrs dnmon to require relicensing of presiously closed !!hol take uranium mines and
j

potential msts in respect of other diwontmord mining operations, the Compa s has rnordnl additional

nxlamation provisions of $60 milhon (540 milhon net of taV in determinmg the gain h m dm ontinuni operationv
j

h) The net assets of dmontinunl operations ncn as fo!hnw
1

|
,,,, u ..n _.,,.m u_ . iV96 mn

Working <apital S 16,703 5 8484
Property, plant and njuipmn -t - lio.ini

jNet inustment before long term f.ht 16,70i liw k.9
.

Itss Ontario ll dro advanu s - 246.3643

Net dwels 5 16,703 5 1.'.50' !
'

'lhe above balanic shn t amounts culude mmme anel mining taxes and saic restoration ohhgations In pnor |
vrars. a non-rn ourse br'.i char c was pla< n! agamst the Stanicigh Project assets as collatn..! for the ads anics. =

.

e Ne |} '$
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1. Auguhitiims '

(a) 1.llniive July 12. IW6. the Company and inmet Alming Corporation rinmet') were the suucssful bidders for the
|

Antamma topper /rint deposit north of 1.ima. Peru.1hc Company asul inmel will gurticipaic equally in the
.

:

projnt An initial 4 nh payment of L'5510 million was made by the Company on September 6. IW6. During the I

year. a further U5519 million was .uh ancnl to bring the total invntnl in the proint to l'5513 9 rr.ilhon (Cdn519

milhon) at thx ember 31, IW6.1his investment has turn < apitali/nl

(b) IJintive Atay IV. IWi. Rio Algum 1.imitnl and North 1.imiini of Australia joindy au|uirni all the outstanding
summon sluns of International Musto I splorations lamiini at a cash unst of approximately 5314 million. with

Rio Algum's share being $2%il million. lhrough this autuisition, Rio Algom and North auguirni a 5(kn interest

in Minera Alumbrera limited whic h holds the liaio de la Alumbrera copper / gold depesit in northurst
Argentina.1hc remaining 5(no of Mmera Alumbrera 1.imital h held by M.I At lloidings 1.imitni of Australia.

h) Llin1ive Manh it, IW3. Rio Algum's North American Metah Distribution Gn up anjuired all the owets and,

i

| businen operations of Metal Goosh. a division of Ahan Aluminium Limitnl for a cash omsideration of SIMI

| milhon.1he an|uisition was auountal for by the punbase method with the results of the auluirni business

includal from the date of arquisition.1he auluisition resulted in goodnill of Sli.it million which is being
; amor1unt on a straight-line lusis over 20 ) tars.
|

| The net aucts arquired were as follows:

( em ihmnmufwlfenaulum Mkins March 31,1991

Currrnt dwels 5 222.9tl9

| Property. plant and njuipment 511.519 )
.

Goodwill 13.mti |
j213.294,

!

Liabilitics assumnl 123.210 |

lotal auluisition rost 5 150.un4

-1. Disposition of Nulniiliarv

I in late IWi. the Comjuny sold its (n9"o internt in AtLn Stak limital. its metah distribution imd manufactunng operations j

in Austraha. for a rash 4onsideration of 57215 milhon and a pn-tas gain of 520?> milhon. )
! |

| i. Partnership and Joint Ventun-
|
'

(al lhe Company hohls a Ya.tWa intercsl in llighlatul Vallt y Copper. a [urtnership with Cominco lid. (5(nu).

| ln L Corporation (ll.49 l and liighmont Mining Company (3u ). The Company and Cominos have equal amtro!u u

| ana manaucment. i
!

lhphlatul Valley Copper luihh and operates large brale rupper/ molybdenum mining and milling operations in |

| the liinbland Valley area of Ilritish Columbia, producing <opper arid molylulenum in concentrates with gold arul |
;- sihrr as by-products. j

.

(b) 1he Company hokh a 29.14o internt in llullmoose Coal. a joint venture with lc<L Corporation (m9"u) and ;

i Nissho inai Coal Dntlopment (Canada) Ltd (l(Pu).1hc projnt an open pit (oal mine and processing larihty, is <

, i

lot atal in northeastern liritish Columbia.
'

.

.

| \

l |
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: Iloth of the .above operations are enounted . lor tising the proportionate consolidation method.1he Company's
j share in the assets liabilities. rewnue, expenus and < ash flow of the partnership and joint venturr, nspectively, are
i

as follows: -

t,n ihannnJ, .J rnna.hna M.,o 1996 1W3
- - , ._

lhvenue 5 169,017 5 .236,122

13penws 143,933 13t',tK10

Isrnings belon' lasts 5 23,064 5 98.122
-"'

,

Awets 5 243/db6' 5 248.261 I
i

Liabilities 33,144) 27,097

Net investment 5 211,746 : 5 221.164

Cash inflow (outflow) from:

Operatmg attivities 5 39,104 5 130,284

linanc ing a(1ivities (2,174) (2.470)
,

investing activities (16,333) (14/n8) !

Inorase in cash 5 20,397 5 113,176 |
1

I
6. Inventuries I

. |
im thanianduiraundian Mani 1946 1992 ;

- . ..

Mining operaMons |

Concentrates and (athode <opper 5 3 0 /413 5 17.943 >

Coal 7,161 973

Mine supplies 19,699 18,277
;

37,343 37.193 i

fMetah distribution operations 230,933 240.939

5 308,476 5 278.134 ;

i
included in metals distribution operations in the United States are inventories valued on a 1.110 hasis at j

December 31.1996 of $210.3 million (1993 - $192.8 million) which had a replacement rest of $219.1 million

I1993 - $222E million). ,

i

'

t

i

t
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no m..uinunin
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7. 1*ruperty, Plant and 143uipowns ;
'

j on flumwmh pI(muulinu Mlaest 1996 1993 |
$ I

4 Ilulldings, at t ost $ 127,Illi 5 120.483
'

ins at nimulatid depnx iation 41,illo 37.511
'

; Iti,flui H2.974
-i

'
Plant maihinery and njuipment at <ost 540,224 504.224

ins <utumulatol depnviation 169,64I i18/>92

170,5tli V,5,532 |
E

I-

land, at cust 15,547 13.158 |
5 471,931 5 461t(,4

]
1

II. .\ lining PsugM*rties j

6n sluwwml.cf(anadan Mians 1996 1995
- -

hiining properties, at cust S 504,812 5 474.167

LeM acrumulated amortization 104,599 83.043

5 400,213 5 391,122

\
*

'

included in mining properties are properties held for development having a book value of $38.6 million (1993 -
513B million).

In 1996, the Comp 6ny's investment in hiinera Alurnbrera 1.imited was reclassified to investment bec note 9) from

Mining Pruperties. The 1993 cumparative figures have been restated accordmgly.

9. Inwstment

The investment is carri(d on an njuity lusis.

Im # lum amh p](mewden Mlans ' t> Ownership 1996 1993

Minera Alumbrera Limited 23 $ 269,909 5 256,844

Effenive May 19,1993, the Company anjuiral a 25% effective interrst in Alinera Alumbrera 1.imital which holds the

Itajo de la Alumbrera wpper/guld deposit in northwest Argentina. TI e cost of the Company's 23% intertst was $236.8

million. During the year the Company has providn! 513.1 r..mion in additional njusty to the projnt.

Constmc1 ion on the pmjnt mmmennt) in 1993. The Minera Alumbrera Limited Ikiard has approved a proitst budget of

L'55901 milixin, exduding interest and financing costs. At December 31.1996, capital commitments on thi projnt were

l'55773 million.1he Compan>'s share of rem #ning tummitments amounts to U5532 million whidi will be fundts) by j
additional shareholder loans All such loans are expnied to be rvpaid in 1997 imm die prunsth of the project finandng i

Projn1 financing is being arrangni for the project with loan commitments of U55670 million.1he financing is
expnint to (kr.c in 19M Upon conclusion of the financing the Company will guarantec 25% of the outstanding .)

'

balante until such time as the projnt pawes certain completion tests

An interim bridge loan has been arranged during the year with the underwriters of the proiert financing. As at

!

.& olEr |
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Dnember il. JW6 US$1 A millson was outstanding. lhe Compmy lhis guaianical 2iun of the outstandmg amount.

Upon e omplclion of the project finanting arrangements this likm will form part of the intal summitment,

The Com[uny has providni 51112 milhon in advanws whith an rxpnin) to be repaid from the pnijn1 linanting
Consn|uently, these advanws have been indudal m n icivabks and prcpiid expenws.

10. IltherA wels

nn alwn.muk of a muulum Mt.w 1996 |Wi

inng irrm investments (a) 5 3,500 $ 10,o68

C.undnill, net of amortization 14,979 16,883

Pension tnote lil 13,240 15.673

S 31,719 5 41,526

(a) At December 31, IW6. long term investments include marketable securitics al a value of Snit (IW3 - 57 milhon)

and a royalty asset of 53.3 milhon (lW3 - 54 million1 The market value at December 31, IW6 of the marketable

snuritics was $1 million (lWi-51.9 million). During IW6, the Company dispowd of marketable suuritics for
gross pnxenis of 57.3 million

11. Innu lenn Debt

kn elumnuk ellunmlum Mismo 1996 }y)

I
Cerro Colorado loans (a) $ 201,150 5 23UKl
701"1. US dollar debentures duc Nov.1,2005 (b) 203,440 2u2.873

.

Mtes, housing loans and mortgages pay able 1,367 2.160

4011,137 440,753

Less portion included in current habiktics 18.1121 14.277

5 3119,ii4 | 5 426,43H

(a) lhe Comomy's Cerro Colorado project hwns outstantling at December 31, IW6 were U55147 milhon flW3 -

U55173 millioni The average intenst rate on loans outstanding at Dnember 31, IW6 nos 12Pu. Other financing

msts, consisthg of commitment Ices, agency and trustw fers. pohtical risk insurante premiums and associated

standby fees, amounted to OJian of the average outstanding on the loans during IW6. The last schetluled

payment is in April. 2(Ku in addition lo the schniuled payments. mandatorv prepayments may be requirni from

time to time, dependmg on semi-annual < ash flow from the project alter se hnioint dcht wn im.

I
1htse loans are snurnt by a n.artgage and charge on the awets of the pminI (book value at Dnember it, j
IW6 - Cdn.512HH milhont Pnwompletion. Rio Algom has guaranteed the full amount of the loans.1hc ;
guaranice does not apply in the cwnt of paymeni defaults n laint to < criain political < vents. Completion is basetl

on the satisfaction of wrtain financial and performan<r criteria of the proint if the projwt achievcs these criteria
the loans will become substantially non-remurse to Rio Algom

(b) In November 1993. the Company iwuni l'55150 milbon of unwturn! 703"o debenturts duc November 1,2(x)i.

Costs awociated with the iwuc of the debentuns are beme amortized (nrr the term of the debt |

(d Long term debt repayment requirements owr the next live years amount to Sitt8 million in IW7,524 8 milhon in
1W8,523 million in 19W,526 million in likKl and 52tti milhon in 2(x)l.

7/4.L,w
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12. Site liestos.ition .uul l{cl.itnl Obligations

em dmu,,n.h y(neuurnu,,L'llaM |996 1W3
,

Current [mrtion includal in current liabilities S u,839 5 16.W
Non-rurrent site restoration and related obligations 110,430 53.512 i

$ 123,269- 5 69,912

The above provisions are lusnl on the Company's best estimate of its planned shutdown and nstoration programs at

produong, closnt and distuntinued mining operations, which it believes meet or cuerd existing rex]uirements. '

luture thanges, if any, in requirements. regulations and operating assumptions may be significant and will be
rtvogninst when applicable.

13. C.ipit.nl Slot k 1

1996 1993 i

Authorimt 350,000 350.000 first Prefemnre Shares. issuable in series.

14,109,639 14.109,659 Second Preference Shares, issuable in series.

Unliinited Unlimited Common 5 harts.

Nil 3,999.900 Common Share Purchase Warrants.
iIssued:

Common Shares Number Amount i

um suni

11alance, December 31,1994 51,938.561 5 243.016*
,

Issued in 1993 under share option plans 1011.332 1,933 ;

Warrants exercised for shares 1(X) 3
'

!!alance. Det ember 31,1991 52.06/,19) $ 246.932 |
|

lskued in 1996 under share option plans $63,(121 6,416 d

Warrants exercisal for shares 3.333.390 Haltin |

11 alan < c. Dn ember 31.1996 53.983.804 5 342.226
|

Larnings per share are calculated using the weighted average number of mmmon shares outstandmg during the |
year of 33.134,284 (1993 - 32.013,5871

(a) The fully dilutnl carnings per share inim continuing operatiorn for 1996 of 51.1H (1993 - 52.30) and for net

earnings for IW6 of 51.78 (1993 - 52 43) awumes that all the warrants and options outstanding at December 31,

10% had b<rn mnvertn!into common shares as of January 1.1996

(b) Kestrictions exist on the payment of common share dnidends in the provisions attached to certain loan
mvenants The probability of these nstrictions ouurring is remote. Dn idends guid per common shart were 50.70

in the year ended Det ember 31,1W6 and 501n in the year ended Dn ember 31,1993.

k) A Shareholder Protection Rights Plan exists ahereby one right is iwuni for ca<h common share of the Company.

1hne nghts remain attachecl to the shans and are not exen isable until the occurrt nc e of certain designated events.

The rights bnome exercisabic when a person or group ac ting jointly arquires 2% or more of the votaig shorts

of the Company cu ept with the approval of the lloan! of D rectors or by a " Permitted Ilid". A " Permitted Ilid" is

one m.ide to all hokkrs of voting shares for all voimg shares outstanding on identical terms. The bid must be in

749yn?yAt
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compliame with applicable Canadian and L'niini States snunties laws and accepted by holders of more Ilian

Smu of the voting shans for which the bid is made. In the event the rights bnome exercisable, each right will

allon shareholden other than the acquiring person or group to a< quire common shares of the Company at 5(90
of the then current market pnce.

(d) On Irbruary 21,1994. Rio Algum issued 8,(xNuxo common shan s and 4,(x0,(KX) common share punhase
narrants rwarranto ollensi in units consisting of one common share and one-half of one warrant at a unit
value of 522.50. Of the unit issue price of $22.50, the Company allo <atal 52200 to the common share and 50.50

to the one-hall narrant comprising the unit. lae warrants were exercisable any time until lebruary 29,1996 at a
price of 521(o per share.

Share t)plion l%ns

Changes in options to arquire common shares outstanding during 1996 under the various share option plans nere as
follows:

I937 Plan 19931%n 1993 Directors' Plan I996 DstrcloriPlan
Sharr Option l%n 1996 1993 1996 1993 1996 1993 1996 1995

Italanc c, beginning

of year 311,900 372200 1,109,427 607,126 2011500 151,(XXI - -

Changes in year

Grantnl - - 457,400 559,800 - 57,(KK) 96,737 -

hercised (148,500) - (216,521) (48,232) - - - -

hpired - W).5(0) (60,701) (9267) - - - -

llalance, end of year 163,400 311,9(X) 1,289,603 1,109,427 2011,000 208.(KK) 96,737 -

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

Sharc Option 1%n I957 Plan I993 Plan i993 Unrectors'I%n i996 DirectoriPlan

Range of exercise prices $13.23 - 51MK) 51(L(o - 527.35 517.73 - $27.25 52175 - $2725
Shares reserved 163,400 3,611,003 208.(xx) 600.000

(al lhe 1987 Sharc Option Plan and the 1993 Directors' Plan are now termmated except as to outstanding options
which expire at vanous times up to 2002 and 2(K)3 respectively.

(bl Options under the 1993 Sharc Option Plan generally have a term of to years and vest as to one third of the
shans on cash of the first, second and third anniversaries of the date of the grant.

(c) Options under the 1996 Dint 1 ors' Plan vest as to one-thint of the shan s on each of the first. snond and third
anniversaries of the date of the grant. The Plan will terminate on June 21,2(K)l.

.7y7 . Iine7
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14.( unndatiw h.mstation Adjustment
._

1996 1W3

un nu.inui.A of run.ulmn .loison- i.

5 30,792 5 32.294
Unnxugnized translation gains, beginning of rar - 6.973)3

thsrease attributable to Atlas Steels limital 503 07.1291

inc rease hin rease) in unnx ogni/ni translation gains S 51,293 $ '>0.792

Unra ogni/ni translation gains. end of year
h

1he balaatr of Sil.3 million at Dnember 31, iW6 rrpnsents the cumulative unntogni/nl cubange gain on t e+t of foreign currency
Company's foreign assets. The change in the balan<c dunng the ) car re!)ccts the im
fluctuations.

ii. Pension Pl.un i

Most employees are covered by nonsontributory defined benefit pension plans The funds of rath of the var ousd h l are

pension plans are administered by a corporate trusice or an insuranic c ompany. lienefits un er t e p ansbased on the three highest of

generally determinni by years of servi <r and cenployers'sompensation. the lauer being
the last ten years of employment or a flat dollar benefit.

ll

An actuarial valuation is performni at least triennially with intenrning annual reassessments for substanLily ai t values
plans to determine the present value of the au runi pensi m benefits. l'ension fund assets arc (ornn a
determinal by using a thnt year .nvrage beimvn book anil marl.cl values.

The following data is basal upon reports of independent actuarial consultants at Dn ember 31:
1996 iW3

un om.nanA ogmmsmn dawn,

5 251,700 , 5 227.171
! 201.431Market value of pension fund assets 201,5i5

I rw at tuarial present value of project benefit obligations S 5 0,1111 5 25.720

lotal surplus
5 36,941 5 12.047

Unrnorded plan surplus 15,240 ' 13.675

l'ension awet rn ogni/cd on the consohdated balanc e sheet (note 101 $ 50,1fli ! $ 2*i.720

lotal surplus
i

The total pension expense amounini to 52 milhon in 1996 and 52 4 milhon in 1991 The components of the pens on
espense were as follows:

1996 IW3

im dnw 9A pf tunoJ nn d..lian

5 3,6113 5 4.740

Current senitc tost 14,102 11,161

interest cost on propvitt! benefit obhgations (20,697) (19.481)

At tual return on plani awets 2,940 5967

Net amorti/ation and deferrah 5 2,02f1 5 2.ilG

l'ension expense
f

The interest rate used for determination of plan benefits and return on awets cuenled the awumal annual raic o
l t l on a straight-

increase in < ompensation by 2h in cach of 1996 and IW1 The unnsorded plan surp us is amor i/n
hne basis over periods varying from 1.5 years to li years. depending on the pension plan demographn s

.h yf
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16. (otninitruents und (ontiragentics

(a) The tummitments of Minera Alumbrero Limited are diwusus!in note 9.

Ih) The estimaini rapital rost at December 31, IW6 to compkte the Companys Smith Ranch uranium projed was

U5524.4 milhon of nhich U553.3 milhon was committed at that date. The estimatal total cost to complete other
(apital projnts, as at Dnember 31, IW6 was approximately 524.7 million (committed 5168 mi!! ion).

k) The Company and inmet have committed to spend at least a further U5517 milhon on the Antamir.a project

over the next ino years, during which time they will undertake a feasibihty study. At the end of the intryear
period, the Company and inmet may ekrt to return the property to Centromin (an agency of the Peruvian

govemment) or i > pro <nt! with development. If they elect to proned with dnvlopment, they have made an
investment commitment of US$2.5 billion in connection with the bid in 2001, if the actual investment is less

than the investment mmmitment,30% of the shortfall would be payable in lieu of further expenditures.

(d) 1he Company is committed to future minimum annual rental payments in the amount of $32.6 million under
operating leases which expirr from 1997 to 2006. Commitments are 58.2 million in 1997, 56.3 milhon in 1998, 54.9
mi!! ion in IW9,53.3 million in 2(XK) and 52.4 million in 2001.

(c) Potash Company of America, Inc. ( PCN), a subsidiary of Rio Algom, and Rio Algum are defendants with other

U.S. and Canadian potash produrrrs in a class action civil suit brought by direct polash purchascis in the Uniin)

5tates in 1993. Tht plaintil!s allege the defendants violated various lederal anti-trust laws, including the U.S.

$ herman Act, with respect to the sale of potash from 1987 to the persent. The plaintiffs are claiming damages and

other relief on behalf of themselves and arrtain classes of other dire (1 purchasers. Other substantially identical

smts have been brought by indinyt potash purchasers in Illinois and in Cahfornia. The Cahfornia action against

Rio Algom and PCA has bwn dismissed. and the !!hnois action ahn has been dr.missn!, although it is on appeal.
On January 2.1997, the District Court in the dirnt purchaser c lass action suit. ransolidatal in Minnesota. orderni

that summary judgment be granted in favour of all defendants. induding PCA and Rio Algom, and dismissed the

plaintiffs' class action complaint. Plaintiffs have apprain) the ruhng to the I:ighth Cinuit Court of Appeals in
respect of all defendants cucpt Rio Algom Limital.

PCA befints these odioin to be unfoumini and is tuntinuing to vigorously delnul against them.

In January 1994, in a separate action, the Uniled States Department of Justice served PCA nith a Grand Jury

subpoena wrLing (crtain documents related to the Grand Jury's investigation of possible violations of the
Sherman Act and related inleral statutes by companin in the potash industry. In June,1994 PCA was advisnl that

the Grand lure investigation had been terminatol with no action bring taken against PCA or any other party.

<W y %f
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17. 'llic 1.ffect of Appl ing Unitni Stain (.cner.dly Aucptnl Anounting Principles?

The effect of applying United States generally aucpted ouounting prinoples ("US GAAl'") on net earnings is
as follows:

4

tw otmuunuk et cmuutum sowra 1996 1995

Net earnings for the year reported under Canadian GAAP S 100,4311 5 132.385
Add (dalod):

Restatement of(un(entrate and rathode inventory anaiting shipment to

lower of cost and net reali/.able value(net of tax) (715) (454)
Capitalized interest on deferrn! mine development costs (net of tax)(b) V,541 7,621

Increase in provision for post-retirement benefits (net of tax)(c) (2,920) (949)
Net earnings for the year reported under US GAAP 5 106,144 5 138,603

Earnings per share from continuing operations $ l.10 | 5 2A9
Net earnings per share for the year 5 1.91 | 5 .' A {

(a) The definition of cash and equivalents under US GAAP does not include short terrn investments with an initial

term of greater than 90 days. or narrent bank loans and overdrafts. This would have the following effect on the
consolidatn1 statements of changes in financial position.

(m thouwnub of(muuhun down) 1996 1995

Cash and equivalents. US GAAP, beginning of year 5 2 fill,1116 5 158.721
Operating and investing adivities cash flow on a Canadian and US basis (112,533) (227.471)
Changes in cash due to US GAAP

IinanCing a(ilvilies on a Canadian basis 13,537 160.435
(Increase) de(rease in short term investments G3,1196) 201,438

inc rease (decrease)in current bank loans and overdrafts II,237 (4,955)
Financing activities cash flow, US GAAP (12,0112) 356,936

Cash and equivalents. US GAAP, end of year 5 161,551! 5 288,186

(b) The Company capitahres interest on a mine development projed only if the interest arises on indebtedness

incurred spnifically to finance the project. Under US GAAP, a portion of all interest costs incurred must be
capitahml as part of the prujed under development.

(c) Lifednr January 1,1993, Statement of financial Accounting Standards ("SI AS") No 106 - Post-Retirement Benefits

was adoptal in the preparation of the Company's financial statements under US GAAP, SIAS No.106 requires
the proierted future rost of providmg post-retirement benefits, such as heahh care and life insurance, to

be recogniicd as an expense as employees render servi (es instcod of when such costs are paid. In 1993,
the Company provided in full for the opening atrumulated post-retirement obhgation of 538 million (net of tax).

The cumulative effect on the Company was a reduction to retained carstings at !)etember 31.1996 of
approximately $41 million

. Lry .%
,

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



. - - - -

(d) Lfhttive January 1.1993, SI AN No 1(9- A niunting for income Taxes, was a<kipted retmactively in the pn paration

of the Company's finandal statements under U$ GAAP. SI AS No 109 nxguires the adoption of the lialnlity method in

anuunting for defernst iruome taws The principal temporary difk n rues relate to depntiation and amort:7ation of

mine development msts anul antain financial resent s not thsluctible for las purgniscs until paid The cumulative

clini on the Company was an inurase to niainni carnings al 1)nember 31,1996 of appnnimately $15 million.

(c) 1he Companv% share options are measunti using the intrinsic value-basnl method of accounting under which

compensation mst is the cxus if any, of the quotal market price of the storL at the grant date or other
measurement date over the amount an employee must pay to arquire the simL.

11L Inten si I Apense

sm ohonumak ol comd,m, dottans 1996 1993

Interest on demand loans and of her 5 4,921 5 7.581
Interest on long term debt 31,2611 25.093

5 36,191 5 32,674

19. Depnt iation and .\ntos1itation

hn themumds of 4 mmdum dollani 1996 1993
*e

Plant machinery and cvjuipment S 37,641 5 53,070

Mining proper 1ics 20,839 Ill.991

5 511,500 5 54,(kil

20. Incomcand Mining laws

Earnings before taws, minority inscrest and discontinunt operations consist of.

im smuwuls of ca.mamn dottoni 1996 1993

Canadian S 23,197 5 1411N17 ' '

Iorrign 0 068 80.922

$ 116,253 5 229.229

income and mining laws consist of.

im shom.mA ot rmmdum dollan 1996 1993

Current

Canadian 5 43,773 5 59,391
f oreign 11,933 14.994

54,763 74.3fii
Deferrtd

Cariodian (32,735) 7.304
foreign 28,028 17.249

(4,707) 24.5 %
lotal inmme and mining taws 5 50,001 5 98 osa

. b' rte Enr
.
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The timing difien nns giving rise to defernti taws and their rttersal principally relate to depnxiation and amortistion.

A rn onc ihation of the neighted average Canadian income taws and rates and the efin1ive imome and mining laws

and rates is as follows (difIcn nt rates of income tas apply to inmme from mining. manufacturing and other soones):e

1996 1993

Gn almnwouh % tm ofwmmuh %
e{(muulum slolInnt s)(mneuban s|allnne

Wrighted average Canadian income taws and rates 5 52,105 44.8 % 5 102.030 44.5 %
Increase (decrease) nsulting from:

Resource and depletion allou an< cs net of

provincial mining taws 915 0 11 2.578 1.1

Lxempt dwidends (549) (0.5) (1/.89) (0.7)

Tax-free por1 ion of gain on sale ofinvestments (24) - UJkil) (0.9)

loreign laws (4,921) (4.2) G,801) (1.7)
Other 2.471 2.1 1.881 0.9

Elle(1ive income and mining taws and rates S 50,001 43.0 % 5 98.938 432 %

21. f air Wlue of l~in.mcial Instmments

The carrving amount of cash and short term investments, auounts rncivabic, bank loans and overdrafts and

auounts payable and aurued habibties in the consohdated balan<c sheets apprmimaic fair values due to the short
term matuntics of these instruments.

liwil rate long irrm debt instruments are estimatal to apprmimate fair values as actual rates are n>nsistent with

rates estimated to be rurn ntly available for debt of similar scrms and remaining matuntics.

lair value estimates are made at a spnific pomt in time, basal on relevant market information and information
about the financial instrument Ecsc estimates are subjertive in nature and involve uncertaintics and matters of

significant judgement and therefore cannot be determined mth precision. Changes in assumptions muld significantly
a|hti the estimales.

22. Industn and Geographic % gment I)ata

The operations of the Company are groupal into industry and gnigraphic segmentt

I\fst Ann %It,tlINI%

Mining

. Ahning and pronssing of copper ore into <athode ropper an Clule.

. Partnership interest in mining and milhng of mpper/ molybdenum ore in Canada.

. Joint venture interest in mining and treatment of metallurgical mal in Canada.

* Royahy interest in a zinr/lcad mine in Canada.

. bploration and development through offins in North and South Amenca and Ireland

2Vu interest in the demipment of a copper / gold deposit in Arpentina.

1)cvelopmeni of a uramum in s#n Iraciung deposit in the t'nited States

e Mimng and milling of uranium in Canada (discontinued operations).

.Ly.Le
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Metah Distribution

* Marketing thniugh wrvice ientres of stainless steel and other metal produds in Canada and the Uniini s. tai. ,.

Revenue

om slumwn,Iu,1 camutum a,,tlaru 1996 p,,,[
,

j Mining 5 333,337 s ,,r,, es ,
Metah dntribution 1,4711,130 g y,.,,,yj,,
Consolidated $1,1153,411' ; s i , ,g,,,,,,.7

-

Revenue, in the table above, includes revenue from mine production and sales of metal produ cts. All sal,.s
,,n. ,,,

customers outside the Company.

Opemting l*rofit

-
nm si,,wwnds u)cumulkm dollan> 1996 p,,, ,

Mining 5 92,01i s i ,,,,,,,,,,,
Melah distribution 77,1133 'r thI
Operating profit 169,il7tt j.;,,y , .,
Deduct

Exploration lig,60 g j g,,
Corporate expenses 22,110 g fyjg
Gain on sale of subsidiary - tjo,,,,,,,,
interest expense net of investment income 17,1143 i .3 ,,.m

13,613
2o7, , .,

Larnings before taxes, minority interest and discontinued operations 5 116,263 s 2j,j_, ,,,,

_

Operating profit is revenue k ss applicable operating expenws.

Islenlijlaisle shwh

tm suummuts etca m,Ium aotten 1996
-

pp,,,

Min!ng (a) 51,391,873 s I,iln,og,,
Metals distribution 163,117 ,7,y,n
Discontinued operations 22,646 2,cj,nj ,
Segment identifiable assets (b) 1,977,656 lyj,, g g .,

,

General corporate assets (b) 109,733 ja g,,, , i
Total assets 5 2,087,3119 | 5 2,2,,o,. 9

(a) See note 5 for detaih of the Compan,'s sharr of the partnership and joint venture aswts and liabilitus

(b) Segment identifiable aswts are thnse as..a'<. that are used in the operations of ca< h scyment. Gennal n,,,,,,,,,,,
esets are principally cash and short term invsstr ents.

. hm .%
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Ikynttiallon tuul,1nsortiystion

tm tlwuwouls of Canadmn Mlun) 1996 1993
1

Mining 5 51,173 5 43.779
Metals distnbution 7,083 9,934

Segment deprmation and amortization expense 511,256 53,733

Corporate and exploration depntiation 244 328
Total depnxiation and amortization expense S 518,500 i 5 54,061

CagritalI.spemliturrs

tm ouww uts of cmuurwn Jouann 1996 1W3

Mining (a) $ 69,632 5 79,211

Metals distril>ution (a) !!,4 I4 31,015

Segment capital expendituns 78,046 110,226

Corporate and exploration capital expenditures 706 573

Total capital expenditurts 711,732 110,799

Irw disposals (1,296) (3%)66) \
lotal capital expenditures (net) $ 77,456 5 107,733

(a) includes expendiluns on runstruction in prognss.

(.I Di,lltl*lllC Alis tilSl\

lin rsant
|
n

im simuwns, of ca maum J,.llan) 1996 1W5
1

Canada S 414,832 5 483,501
United States 1,245,383 1,111,533

Australia / New 7raland - 249.277
Chile 173,270 135.936

51,1133,487 51,982.267

Upernling l'uojil

tm tIwnwnds etcuna.t,an Mlano 1996 1993

Canada 5 37,929 5 122.696
l'nited Statcs 63/>02 48.104
Australia / New 7xaland - 22,538
Chile 68,347 i 56,:51 3

4

5 169,878 i 5 249,743)

. /hry . O
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Identijinfole ,1wss

im simuwn.h uf femdmu MLm) 1996 1993

Canada 5 532,670 5 677/06
United States 644,626 574.548
Chile 483,415 478.827

Argentina 268,048 256,621

Peru 19,483 -

Other tuuntrics 116,501 4.931

Diw ontinuni operations 22/46 267.875

52,087,389 | 52,260.408

UllIIR I211.1

1.1gonr1.salesjnnn Canada

tm umuunulu / com.fmn MLml 1996 1993

Japan 5 103,283 5 143,503

United States 19,160 11.110

Philipr. 4 14,839 20,045

Europ.. 3,664 16,596
g

Other cuun:r:cs 41,015 39,712
-

IS 181,961 5 232,968 =

1
The abovc sal (s are to (ustomers outside the Company. |

|Kn enne try gunulutts sold g

E
im slumuuulo.1comamo MLme 1996 1993 g

Copper 15a. 16% |Stainkss st(rl 33 54 [
Aluminum 23 19

Carbon steel 7 9

Sp<rialtv stech 10 6

Other products
-

16 E12
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n. Sulmxpoent I wn

Convertible Delienture and Equity Offering

in January IW7, Rio Algom 1.imited arranged a 5500 million underwritten finan(ing, comprising 53534 million

of 5.5% converidile redeemable subordinated debentures, evidenced by instalment receipts and 4A17,500 of
common shans.

lie pnunxis from the offering will be usal to fund some or all of the Company's planned capital expenditures and
for general corporate purposes, which may include acquisitions, investments and the repayment and/or refinancing
of debt

On February 4. lW7, the financing closed and the Company retcived $308 milhon, representing the net prontds on

the sale of shares and the first instalment on the wnvertible debentures. The second instalment on the <onvertible
debentr.rrs of 5176.7 milhon is due on or before February 4. !W8.

Credit facihty

The Company has acat pted an offer of financing from threr major North American banks to fully undenvrite a five-

year revolving credit facility of U55500 mi!! ion, or the Canadian <x]uivalent. This facility will repla<v the Company's
existing 5125 million lines of crnht.

.

* $ $ |
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nonim i e o n r approumately noooo tonnes of finely kt sot'n i

Cashmir topper is pnnluaxi rather by tmslud orr an plaud The ore n treated
h ( A ulau d amount of material in a

ekvinm mmng or rh11mrrfming: at Cern, fm a penod of appn>ximately nine
mineral deposit. based on hmited drill

Colorado by rioinminning. In the enondn ulth a utak and solutnan whu h. information and without sulhornt
churd.m.g pnu rss. Copper rontained uith de auiuante of natural bodenal

t<thnkal or uurmmir irrtamry to quahfy
in a sulphuric ac id-< opper sulphatt- #W M N 'TFb* N * as a rivrst. As tmd by Rio Algom in diis
solutum is n5 mend in an elet1mlytit cril re[x>rt, this includes nu asurrtl. indu at<d
llertric c urrent ihms between a lead '"

and infemd nsounts
anode and a stainins strel cathode. Dw l;>ndon fdctal Exdiange
platmg the copper out onto the ratlmde.

x: c < n s x) x4
-

ussatti.ncu atr<ru
<t s-ioi <.sain Penent of the total contained mineral

Coal which is suitable for pnxcuing into valtus in ore whnh arr nrovered in the
Lont si grade of mineraliie(I material tuke for use in steel produdron. milhng pnx ess
ahkh is eonsulered economic for mine
planmng and ukulatum of on nvrws M n Li M.

si t tti un sas

A treatment process involving fine Pnness of malJng payment for shspments1 i<luiavisN M.
gnndmg of ore.

of metals usually after delive'y.
Nr " Cathode Copper"

mim sgag.s in n >si
1I(is Ai n)N

A mineral w huh has been oxidized-
.

Aletamorphosed limestone or dolomifk
A millmg pnnrss in whnh some mineral Oxidation tends to make matenal more mtks commonly formed near an ignn>us
portuks are induced to becume attactud pomus. intrusion
to bubbles and float, and others to sink,

thus mnnntrating the valuabir minerah PAY ^nt'<"Prik W Hh
sisivi si e six u in m

and srparating them from the nurthle" The portion of refined wpper/gohl As opphed at Cerm Colorado, the use ofmincrats. contained in somentrate for u hn h an intermediate orgarin solvent to
payment is made by the smeher/rrfincr%

#ssirainaNn'MiiAcni" n mmr supper from the solution uhkh
after allowan<cs for nxenerv. (kvluctions nsults imm Ir.n hing

A procrss ins olving pumping an and other nimmenial fadon

enuronmentally lx,ugn solution of water
u i ensin

arid WKhum bnortMinate (kmT) an in)ntion n sks sig W)

url! nhere it flows through the deposit. A compound of sulphur and some other
Generally a large lunty of intrusive nnk clement.dissolving uranium. The uranium-branng
contaming relatively, large a rvstals in a

sotutkin is pumped to the surface uhrrt
, fine-grainn! gruundmow sn o umi i exn ithe uraruum is ruuwnd from the sulation.

br situ kaching generall3 has kmvr upital Pnce nxvived for pneduct on the opengy s
and operating costs buduse it not only market rather than under long term
reptares more upital intensive minmg llu tonnace and grade of mineraheauon c ontrad
tethniques. but ahn bvpawes a largr uhnh un tv rhutni profitably, riawihnl

porton of the traditurnal milhng pnurn d""Rh"E '" d'C ICWI "i unink nw that i m m,s

(dn IK' plait 1| in thr data lhn171 frsers1%

h.nr l=rn sampini cuensnvly by closely 1he residur from an on pnnivang plant3 i a( n m,

# "' "" """"* ""I ""# 'dspa <rd drdi hoin or dn eloped bv
The pnutss by which a soluble mineral g, g gj min < rak in ore h.nr inrn extracted
ran be (TonnmKall} M1on* red from Orr
by dasoluton

t 'k T s it at i s t n Wt.:
Ostimalf of gradC arMI lonfidge; prohah|C

nvnTs cannot lu estimainl uith the %ime lhe l'ranium 1 xc hange Company is o| | A( 11 edDs
dynr of confak ru r lutause they haw not uramum and luct senins brukerage and

As uwd at Cerm Colorado, leach p.uls are turn sampini in the same detail "Resem<, runsultmg 4nn whkh puhhshes uranium
polyethylene-hned surfaces almut half a as usal in Rm Ahrom in this report only marlet pru e inderators arid The Ux
square kilometre in arra radt on whuh include pnnrn and protubir nwnts Wrkh, a nmsletter on uramum.
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tuodlu,ns eliansultan alallara 1996 |yy3 39y4

Revenur ) i

$_])l11.5 5 1.982.3 5l 108 6 iCost of mine prodot tion and metal sales 1,420.4 1.466 9 7tn9 'lSethng, general and adminntration 206.11 229.3 1717
Other inrume and intenst expense 17.9 (3.9) (10. t )liepnt ialion and amorti/.ation 58.5 54.1 .g2
Exploratson

li.6 87 69
__1,717.2 1.723 1 W3.6

Larnings liefore taxes minority interest and darontinued operations i16.3 229.2 113.0
inmme and mining taus 50.0 98 9 434
larnings from ionlinuing operations, before minority intelrst

in subsidiary companics 66.3 130.3 69.6
,\linunty interest in ret earnings of sulnidiary companies 0.1 49 3._7_

,

Larnings Irom c on uing operations 66.2 123.4 619
th onlinuttl operations. net of tax 34.2 70 9.3
larnings before extraordmary items 100.4 132.4 73.2
Extraonlinary items - - -

Nel rarnings 5 100.4 5 132.4 5 732

l'R(#I)| C1HiN I).\lA
inullwm rurpt getash. curd and souh

Catliode roprav (pounds) 130.11 80.3 38.3
Copper in contentrate (poundsT 110.1 116)! 1192
Uranium in ron(entrate (pounds) 1.2 2.0 1.8
Atolybdenum in ronwntrate (poundsf 1.0 12 12
Ibtash (thousands of tons)
Coal (thousands of tonnest

- - -

544 53a 544
Tin in runantrate (pounds) - . .

Stect (thousands of tons) -

% aig.un uh..rr
. _

iIN ANCI Af. I) \l A
unillwm of lanadwn dollars rurps per shart dow

Per common share
Net earnings S 1.82 5 2.53 5 1.48
t hridends 0.70 0I0 UIO
Equity 20.19 18.90 1737

Working rapital 534.0 498.3 563.0
Plant and itluipment 471.9 461.7 423.5
Ahning properties 400.2 391.1 402.7
Total assets 2,087.4 22604 1,976.3
Return on average lotal assels 4.6".o 6.34u 4.100
Ktths mable prelcren(c shares

- - -

Long term debt 389.3 426.3 2792
Advancts fmm Ontano ilydro - 246.6 2371
Net (apital expenditures 77.5 1(ri.7 76.1
Common shareholderi <tjusty 1,141.6 984 0 | 902 4
Return on averaec common shareholders' equity 9.3 a.n . 14D'n! 9.79 -1

()!!!! R lt\1 \

h Common shares outstanding (milhons) 56.0 32.1 52.0i Number of emplowes 2,137 2.76 5 2.810
| Pncc range of common shares
f high 5 32.23 5 29.623 5 27123'

low 5 21.373 5 22.623 5 21.00

. L ,wfy
ro, u . . .u i , u i s i i.
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1

1993 1992 1991 1990 1989 1988 1987 1986

5 84(ts 5 793 0 ! 5 813 9 5 9n2 51.2303 I 5 13345_ 51,1566 5 992 0
650.6 5823 003.0 (416.2 V742 1.1372 f1903 784 7
1477 139.9 139.1 1i43 1452 113 4 124.1 114.1
(332) U14) (12.11 (4121 (34 61 U0 4) (212) 1179)
29.1 274 284 270 254 291 28 4 29.4

8.2 I I .u 18 5 14 9 11.1 74 17 il
799B 738.1 7771 8174 1.I l93 i 1,W 9 1.0303 9154,

46.7 36.9 363 135E 131.2 2276 126.1 ' 76 t>
14 /. 163 72 41.1 468 93 9 28.1 ! 14 3

32.1 20.4 294 94 7 84.4 131.7 980 623
13 13 0.7 09 34 291 153 11.4

30E 19.1 28 9 93E i 81.0 1024 114 3 50.9 }g
*31 203 (4 4) M il (33 4) 12.1 11 4 '39.0___ i

33.9 39.4 24.5 823 476 114.7 911 89.9j
- - - - 255 19.7 ! (19.7)

5 319 | 5 39 4 5 243 5 823 5 711 5 154 4 5 Vil i 5 70.2

....

- - - - | - - .

116.0 1263 12I0 115.1 79.6 160.0 1514 172.1
iB 1.9 1.5 4.5 5.9 6.5 70 82
13 13 13 13 1.0 IB 2.8 62

713 1,071 1,020 1,009 758 608 671 861
522 464 470 447 435 647 665 693

- - 9B 8.6 77 6.8 - -

- - - - 129 246 241 217

5 0.75 5 0.83 5 0 31 5 1.93 5 138 5 3.02 5 2.12 5 1.58
OI>0 0.70 703 1.03 0.93 0.70 0 63 0.63

14 88 1443 15E4 2024 1936 18 92 1 6.74 13 43
33I6 560 9 400.1 716.9 620.2 671.9 6Y33 71 0.1

20riO 214 1 211.9 2082 1833 2422 2M4 2003
166.9 166.8 1715 186.5 2094 128.9 1410 132.2

1/>910 1,7| 1.2 1;904 1,9804 2.084 9 2,0943 2.082 1 2.054.1
198u ??. 13% 42% 3300 630o 44% 33 %

?/ ? 26.4 26 6 26.7 34 4 331 36.1 16.0
229.0 942 173 24.1 31.0 400 57.7 106.7,

268.5 2718 2844 293.0 209.7 3073 312.6 321.9
2264 1434 21.3 21.9 483 79.1 4ft9 11 4
630.6 632.2 6032 8832 8464 8274 713.6 6583 #

5.0% 6&o imo 9E% - 82% 17too M2% 103 %

43.7 43 7 417 43 7 43.7 45 7 42 6 424
2373 2.996 3.178 1471 4.902 7926 7.981 ft068

5 22.73 $ 18.50 5 22.875 5 22E73 5 2I00 5 2100 5 23.50 5 28.00
$ 1700 $ 13125 5 14.25 5 16 00 5 22.25 5 1825 5 15.50 5 19.00

, %nty Cm-
,
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+ The 1.thot I.ake uranium operations, of nhich the last operating mine Stanicigh. < cased operations eficctive June 30
IW6. an shown as div ontinuni operations. The Quirke and Panel uranium mines at Elhot take arre closed in 1990.

+ ur Company sold its wo inled st in Atlas 5t<rls Limited of Australia in IW3.

+ The Cerro Colorado Aime commented commcniol production in June IW4. Proweds from the pn> duction of HI. million

pounds of rathode copper prior to that date ucre credited to the original capital cost of the project.

+ The potash operations, w hich were a(quired in 1986 nrre sold in October IW3 and are shonn as discontinued
operations.

+ Copper and molybdenum prculurtion figures are not comparable because of tlic 1988 reorganization of Lornes Alining

Corporation Ltd. and the IWI conversion of a small royalty interest in the liighland Yalley Copper partnershi

+ The tin operations were closed down in lW2 and are shown as discontinued operations.

. A speaal dividend of 5623 per common share nas paid in 1991.

+ The Corporation adopted the CICA accounting policy for site restoration and related obligations prospectively
from IWO

+ Steel manufacturing operations nere sold in 1989

. Evw/g .5
, ein w...u ,nnn.
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lirst Sec ond Third fourth
im mJ:mus of ca,mdwn dolmes rurpi per sharr daini Quarter Quarter Quarter Quarter Yeiir

1996

Revenue $ 479.9 $ 473.4 $ 44).7 S 434.3 S 1,833.3

Earnings in>m (ontinuing operations 21.4 19.3 14.0 11.3 66.2

Nrt earnings 23.0 20.7 14.0 42.7 100.4

Nel carnings per common share from

continuing operations 0.40 0.33 0.23 0.20 1.20

Net earnings per common share
_

M3 0.37 0.23 0.77 1.82

IW3

Revenue 5 3664 5 565B 5 563 1 5 4 H">.0 $ 1.982.5

Earnings inim (onlinuing operations 54 4 33.2 26.6 51.2 1234

Net carriings 36.1 34.6 - 27.4 34.5 17,2. t

Net camings per common share from

j rontinuing operations OR. 0.64 O 'il 0.60 2.41
.

Net camings per common share 07n ! ON. | 053 OH. 2.551
,

i
!
.
1

I

i
!
j

bbRPORATE ehYWERNANCE

,

i

1
a

1 In 1994, the Tst Report on Corporate Govemance recommended that the Toronto Simk Exchange adopt as a listing
1

; requirement that each hsted company incorporated in Canada be required to disclose information relating to its system of

| (orporate governan(c with reference to the guidehnes set out in the TSE Report Rio Algom supports these initiatives and

is committed to maintaining a leadership role in the arra of corporate governance.

Rio Algom's diredors and management have rrsponded to the need to estobbsh fonvard-looking govemance policies and to

mnstantly evaluate and modify them to ensure their effectiveness Rio Algom's disclosure is set out in the Management

Information Circular relating to the Company's Apn121 IW7 Annual Meeting of Shareholders Eis disclosure statement has

been prepared by the Corporate Goveman(e Committee of the ik>ard and has been approvnl by the lkiard of Directors.
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sac >cx Nril AN(H I 1 % I I N(.% Sil ARI ll(JIIH R INQUIRil % 1 H V il)l. N l1%

Cornmon Shans hymlwil Rohti inquiries with respn1 to dividend in rnent years. Rio Algum has paid
Toronto. Alontmal. Ameri<an payments, lost dividend clu ques, common share dividends on a semi-
Instalment Receipts -Ikbentuns c hanges of address or registration, annual basis. The paymenh of such
(symbol ROhli) lost share (crtificates and tax forms dividends in future yean must
loronto, Alontreal should be dinxicd to the Stock necewarily tw determined by the

1ransler Department of Atontreal ik>ard of Directors of the Company i i
-

R1 c.1%I R aR% aN o i R AN NIi R Trust at any of the cities noted, or to light of future carnings financial
at.1 N l s the following: requiremenh and ather relevant

The Atontreal Trust Compant facton The Company's abihty to pay
- l.he liank of Nova 5(otia 1 rust

of Canada future dividends may,in wrtain
Con pany of New York

Toronto. hiontn al, Wmnipm Regina. " " " "
One 1.iberty Plaza

Calgary and \,ancouver covenanh nintaim d in du-
33..yg 33. Hun

Company's syndicated hne of cnshf
phmw: 012) E-3427eThe llank of Nova $nitia agrn ments. At current and projected

Id' U MTrust Company of New York operating and emnomic levels, these
'

New York. N.Y'
51ock Transfer Department d '" ""' "* P' '" I"""I '

hiontreal1 rust payment of normal cash dividends.

151 front Street West

Torunto. Ontario A1512N1

Telephone: (416) 981-9300

Idr (416) 981-9800

I N\'l h !()R R I l.NilO N S

f or information about Rio Algom

and copies of the annual and

quarterly reports and other corporate
publications. contact:

Corporate Affairs

Rio Algom Limited

Suite 2600.120 Adelaide Street West

loronlo. Ontario A15fi iW3
lelephone: (416) 367-4f KX)

fax: (416) 363-6870

. % y .Lef
. . . u. . o...
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MINING t_ x e < > R A s s t > N Mi tais tiss;wini sis >N

C. IU in (TCossonr,,pp,g ggg.,,,gy,g,p3y 9,7,4,s

Unsident
,3,3, g ,,q 7, , g g g g g (, p

Pi nw ( wmo li Rio Algnn bplosalwn Inc
N"'"" I'b"""Pnsulent Suite 2400

d'""d"fornpania A hnna ferne folorado l.irnilada 120 Adelaide Street ht
Ncidh Ainnian Amah Dntr#inhon GnsupLis Urbinas ii, lith lloor lon>nto, Ontario

Pn n idenc ia Canada AGli IW3 ,,
Santiago. Chile Telephone:(416) 363-at33 liet utive i..nc-Pns. lentue
1clephone: (161 '3 213-2715I Iax:(416) 3634e40 (Northern Divnuin)

...

I as:. G6)(2) Ji1-0262
-'"#" ^ d "Olui llosu ut

iD u ni 1.. lonwos Lxploration Atanager, North Amerita C'mamiR m sim ni u
Pnsident Rio Algont h >loration Inc.i Lwrutive Vice-President
ihghlushl th!!q fopper 409 Granville St Suite 9(xK) #(Southern Division)
P.O. Ilox lino Vancouver,11 C.

Pimnd AMalGia
Logan laLc, British Columbia Canada W.C 112

Canada VOK 1WO 1clephone:(a>4) awkw$t g, y ; 3gg g,g, 7,
1clephone: (m4) 171-2443 Ias: (6041669-0447 pj,ng 3 gy; gg
Ias:4 04117biloo gg , ,g.

nnmpohs, Ahnnesota 33435Prow L 1L t w liploration Alanager. South Amerna
O^Chairn.an and President fornpania A knna Eswhiles S.A.

A hnna .llmnbma f.irniin! Jose Antonio Solfia 2747
ldephone:(612) 717-9(xx)

I"* ' * ~Adolfo Davila 730 Suite 404. I'rovident ia

Inft 2(ki Santiago. Chile
M i hHnnk

i107 Huenos Ains leicphone: 06)(2) 254-ilu!7 PWdd
Argentina I as: G6H2) 234-2466 g;gg
'iclephone: G4 Hili 4N1744 3 3, .g g. ,,

I"""'I"""Ias:(14)(lli434d30 I ohn ole, Ontano
Lsploration Alanager, Argentina

(* *'"'" ^W #8
Rio Algorn laploration incg, g a g. , g , y
Granaderos liii 1dephone (4 W 622-3100

^ ~

Rida1:1 P.!t u Alendoza 3500

Pnsident Argentina
,, g,

Rio Alpian Alining fugt 1clephone: G4H611297-549
- General Atanager

(juirira A hning fonspan! Ias: G4M611237-232 3,,gn.gg.g gg.y
"I'

Calle L. Zapata N" 21
6501 Waterlon! Itoulevan! U * ^ U """*

I. I' bd" I"'""i*""Aus AsciutosOklahoma U.ty,Ok. _ 1 1W1110

($g' Rio .llyona, buomal alcl Prno 'Y' " " "' d '"1'd " '' "
I stodo de \lesire

UI. ."' C.
^" l " *l"*Idd""' 9481cleIihone:1401)84H-Ii90 'iclephone: G2) G) 561-VlHio. A' bd" I'd"'" "'d 'las: (403) 848-12t Wi

'd ,.

'

1 1.ima, Peru

1clephone GI)(11441-9408

l as: GI) (11442-4833

rGrqy,kr
. . . _.._i..
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'

.a

( . .a n n ( (,L u 154 (s ain is ( . (.x n
,

l Chairman of the lioani Chief Lurutive Ofikvr
'

.4
. T1

!b

j Rio Algom 1.imited )i

*
""'""^I'"" '

'

', ,

[ lonmto
| Exn utive Viu-Pn sident, o m- ) i . = H inb .

I \ \ll N I UI V t,1 al 5 Mining ()|)crations *

f Corporate Dirator -

b"''^'U''"
,

j-
'

Niagaramn-the-Lake, Ontano . .
*

'Vio-Pn ident. ,- .
,

M u n m I . Ik u.o mn e > > Geocral Counsel and Secretary
'

| Corjxirate Dircrtor # =

' ' " * " ' " " ' ' " " " " " ' ' " " ' " ' " ' " " ' ' ' " * "
Dubhn. Ireland

\iu-President. '

, . .

I lh a A || Bi gsi s 14o Corporate Affairs

i Chaimian M
l""""^'I""" I 'liell Canadc International Inc,

| Montreal
.

' '

\ a-Pn dent. .

| Iluman Resources
' ' " " ' " " ' ' " " " ' " ' ' " " " '

! .\vni s R ll u si s i su.

f Corporate Diredor -

C N'" '"""

YI"'If"*;dC"I'
I lomnto _

! Exploration v
( liu in $ It ll u.Un n use -

9-

" " " ' " " ' ' '

Professor Ementus '

.

! University of Western Ontario \iu-Pinident and -

'

''"' ' ' " " " ' " " ^ " " '
London. b)ntano Chief financial Officer

j
!

l ' ' I I' k " "
{ ( i ,i n .\ M u u o 13

| Re' ired " " C"l
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