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SUMMARY OF CONSOLIDATED RESULTS

1980 1979 1978
Financial:
Earnings for the year before
extraordinary item . .. ...... $ 71422000 % 110,561,000 % 5,818,000
— percommonshare.... § 1304 § 2101 8§ 0.22
Earnings for the year ... .. .. $ 109,122,000 $ 130,561,000 § 5,818,000
— percommon share.... § 2061 $ 2503 % 0.22
Revenues. ... ..u.oivus iy $ 757815000 $ 789418000 $ 508,211,000
Dividends per common share  § 350 % 3.00
AGSANE e w o e s $1,159,094,000 $1,069,371,000 $% 868525000
Working capital . . ......... $ 362,119,000 §$ 380,883,000 $ 254,784,000
Currentratio.............. 2.941 3.45:1 3.61:1
Long-termdebt. . ......... $ 285801,000 % 287,170,000 §$ 295,003,000
Preference shares .. ...... $ 75,000,000 $ 75,000,000
*Debt/equity ratio . . ... ... .. 38:62 38:62 44:56
Common shareholder's
equity percommonshare. .. § 10136 $ 8440 § 62.57
Return on total assets less
current liabilities ... .. .. .. 91% 16.3% 1.7%
Metal sales prices, including
agency materials (average
for year — U.S. currency):
Refined nickel (per pound) $ 325 § 231 $ 194
Ferronickel (per pound) . . . . $ 318 § 241 $ 1.82
Copper (per pound) . . . . ... $ 094 $ 093 $ 064
Cobalt (per pound) . . . ... .. $ 24.36 $ 29.12 $ 12.25
**Gold (per ounce) . . . . . $611.03 $367.61 $205.55
**Silver (perounce) .......... $ 16.00 $ 16.64 $ 577
Platinum (per ounce) .. ... .. $678.55 $421.47 $254 41
Metal sales, including
agency materials:
Nickel and ferronickel in all
forms (pounds) ... ... ..... 94,338,000 137,277,000 118,361,000
Copper (refined and in
concentrate) (pounds) . ... .. 144,323,000 149,192,000 140,647,000
Cobalt (pounds) ...... ... 1,777,000 1,502,000 1,255,000
**Gold (ounces) . . . ... .. 87,000 129,000 161,000
**Silver (ounces) ... ... 3,791,000 5,150,000 5,612,000
Platinum (ounces) ... ...... 10,000 16,000 9,000

*Equity includes preference shares.

**Includes companies accounted for on an equity basis.

Falconbridge recorded the second highest consolidated earnings in its history.
Kiena Gold Mines Limited, 68.3% owned by the Company, announced a decision to place

its Quebec gold property in production.

As a result of a decline in the demand for ferronickel Falconbridge Dominicana, C. por A,
65.7% owned by the Company, shut down its production operations from the end of July
to the end of December, 1980 and had to borrow additional funds to meet its cash shortfall.

The Company's $75,000,000 preference shares were redeemed on December 30, 1980.

$20

$15

$10

55

-55F

EARNINGS (LOSS) AND DIVIDENDS
PER COMMON SHARE

EAANINGS (LOSS)
DIVIDENDS

2101

(614)
1976 1977 1978 1979 1980

Belore extraordinary tem

30%

24%

8%

12%

6%

RETURN ON INVESTMENT
AETURN ON TOTAL ASSETS LESS
. CURRENT LIABILITIES
RETURN ON COMMON
SHAREHOLDERS EQUITY

1976 1977 978 1a7a

5200

$150

$100

$50

COMMON STOCK

- PRICE RANGE

SHAREHOLDER'S EQUITY
L CLOSING PRICE DECEMBER 31

1978 1979 1980

1976 1977




Board of Directors Officers and

Corporate Management
*H. T. BERRY

; President and Chief Executive Officer J.E.REID
Chairman of the Board
J. B. CONNALLY
Senior Partner. law firm of Vinson & Elkins H. T. BERRY

President and Chief Executive Officer
MARSH A. COOPER

President, M. A. Cooper Consultants Inc. |.H. KEITH
Vice-President Ferronickel and Industrial
1TR. E. HARRISON Minerals Divisions and African Operations
Chairman and Chief Executive Officer,
Canadian Imperial Bank of Commerce L. C. KILBURN
Vice-President Exploration, Development and
ROBERT HEWITT Western Canadian Operations
Chairman, Hewitt Equipment Limited
J. D. KRANE
1H. R. HIRSCH Vice-President Corporate Affairs and Secretary
Senior Vice-President,
The Superior Oil Company G. T. ROBERTSON
Vice-President Personnel
*W.F. JAMES
Consulting Geologist A G. SLADE
Vice-President Canadian Nickel and
*H. B. KECK Copper Operations
Chairman and Chief Executive Officer,
The Superior Qil Company M. O. PEARCE
Acting Vice-President Marketing
TH. B. KECK, JR.
Executive Vice-President and J. L. MATTHEWS, Q.C.
Chief Operating Officer. General Counsel and Assistant Secretary
Maritime Bank of California
A M. CLARKE
1tD. E. LEWIS, Q.C. Assistant Vice-President Development
Barrister and Solicitor
H. T. EVANS
*G. P. MITCHELL Assistant Vice-Presiden! Ferronickel Division

President, Kiena Gold Mines Limited
C. M. H. JENNINGS

*J. E. REID Assistant Vice-President Exploration
President and Chief Operating Officer,
The Superior Oil Company A. R. PASIEKA
Assistant Vice-President Mining
E. WIGSTOL
Managing Director. H. L HICKEY
Falconbridge Nikkelverk Aktieselskap Director Public Relations
*Member of the Executive Committee F G.T. PICKARD

KA biar o the gl ommitise Director Metallurgy and Engineering

P.G. THORNHILL
Director Melallurgical Research

PETER ZAHARUK
Director General Engineering

J. M. DONOVAN
Controller

N. H. WITHERELL
Treasurer

FALCONBRIDGE NICKEL MINES LIMITED
P.0. BOX 40, COMMERCE COURT WEST, TORONTO, ONTARIO, CANADA M5L 1B4






Report of the
Directors to the
Shareholders

Highlights of 1980

In 1980 the Company recorded the second
highest consolidated earnings in its history.
This performance was very gratifying in view
of the severe impact of inflation on operating
costs, increased expenditures on exploration
and development, and a decline in sales. An
unexpected downturn in metal markets
began to manifest itself in April and continued
throughout the balance of the year.

Consolidated earnings were $109,122,000
or $20.61 per common share (after
providing for preference share dividends),
including an extraordinary credit of
$37,700,000 or $7.57 per common share
resulting from the acceptance of a public
offer by The Supericr Oil Company fo
purchase all of the capital stock of Canadian
Superior Oil Ltd. In 1979, consolidated
earnings were $130,561,000 or $25.03 per
common share, including an extraordinary
credit of $20,000,000 or $4.02 per common
share due to a deferred tax credit arising from
prior years' losses.

The strong improvement in nickel markets
that helped the Company achieve record
consolidated earnings in 1979 was not
sustained in 1980. The sharp recession in the
United States, which began in the second
quarter, and declining economic activity in
Europe and Japan, resulted in a significant
decline in nickel sales from the 1979 level.
Moreover, while nickel shipments were
decreasing, the production of nickel within
the non-Communist world was increasing by
about 15 per cent. As a result, producer
inventories of nickel rose to approximately
400,000,000 pounds at year end. With no
significant improvement in the economy
anticipated before the second half of 1981,
nickel demand is expected to remain at about
current levels and then increase in the latter
part of the year.

Shipments of nickel by the Company
decreased substantially during 1980. Inventory
of nickel in all forms increased by year end to
45,833,000 pounds from 27,217,000 pounds
at the end of 1979.

At Sudbury Operations, nickel production
was increased to about 70 per cent of
capacity. The Falconbridge, East, Lockerby,
Onaping and Strathcona Mines were in
operation throughout the year, and North Mine
was re-activated during the third quarter.
Development continued at the Fraser Mine,
with production scheduled to begin in 1981
A new circuit was installed in the Strathcona
Mill for the production of a high-grade
copper concentrate beginning in December,
1980 and an agreement was concluded for
the treatment of the concentrate and the
refining of the copper in Ontario. The second
fluid bed roaster-electric furnace in the smelter
was put on line in January, 1980. There were
3.886 employees at year end, an increase of
244 over the 1979 level.

The earnings of the Integrated Nickel
Operations, $57,372,000 in 1980, were 8 per
cent lower than in 1979. This reflected a 36
per cent lower volume of nickel sales and an
increase in costs, partially offset by the impact
of a higher average nickel selling price and
an increase in the volume of copper sales.

Falconbridge Dominicana, C. por A.
(Falconbridge Dominicana) incurred a loss of
RD$8,578,000 in 1980 compared with
earnings of RD$8,572,000 in 1979 (RD$1.00
equals US$1.00). Costs were sharply higher,
especially for oil, and demand for
ferronickel weakened dramatically late in
the second quarter of the year. In order 10
maintain inventories at reasonable levels it
was necessary to suspend production
operations from August 1 to December 31,
1980. The ongoing costs during the five-
month shutdown of RD$13,024,000 were
expensed. Production was resumed in
January, 1981, by which time inventories of
ferronickel were below normal operating
levels. Total sales of ferronickel to the
Company in 1980 were 36,491,000 pounds of
contained nickel compared with 54,130,000
pounds in 1979. As a result of reduced
shipments of ferronickel Falconbridge
Dominicana required additional funding during
1980 in the amount of U.S. $14,223,000
Pursuant to the Falconbridge Dominicana
financing agreements, such funding was
provided by the Company and the other
project sponsor. Further financial support
from these sources will be required in 1981.
The financing agreements require the !
Company to provide 60 per cent of the funds
required by Falconbridge Dominicana which
this subsidiary is not able to generate from its
operations.

Earnings of $30,333,000 by Corporation
Falconbridge Copper (formerly Falconbridge
Copper Limited) in 1980 were 35 per cent
lower than in 1979. The main factors in this
decrease were lower metal production, as a
result of the transition to lower grade ore at
Corbet Mine compared with that at Millenbach
Mine, the closure of the Sturgeon Lake Mine
and greater operating and exploration
expenditures. All of these factors were partly
offset by higher prices for gold and copper.
Production at the Corbet Mine began in
January, 1980. The Millenbach Mine, which
began production in 1973, will be closed in
1981 due to the exhaustion of ore reserves.
After mining 1,894,000 tons during 1980, the
corporation’s proven and probable ore
reserves decreased by 1,840,000 tons to
6,725,000 tons at year end. Early in 1981, a
drill intersection of significant ore grade was
encountered three miles west of the former
Norbec Mine on the Ansil property, which was
acquired several years ago. Further drilling is
required to determine the extent and grade of
this discovery.
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Consolidated sales revenues of Indusmin
Limited in 1980 rose to a record level. While
earnings of $3,521,000 were lower than the
record established in 1979, they were the
second highest in the company’s histery. The
lower earnings in 1980 resulted from _
pressures on pricing due to excess capacity
and strong competition.

Revenue from metal shipments of United
Keno Hill Mines Limited decreased
substantially in 1980 compared with 1979.
Earnings were $7,679,000 in 1980 compared
with $20,726,000 in the previous year,
reflecting lower production as a result of a
legal strike of unionized employees at the
Elsa Mining Division which began in September,
1980. As of March 13, 1981 the strike was still
in effect and all operations remained shut
down. Ore reserves at the Elsa Mining Division
have been increased by 149,000 tons. In
addition, the Venus gold and silver mine is being
developed for production, scheduled to
commence in the second half of 1981.

- During 1980, the Board of Directors of
Kiena Gold Mines Limited approved a
production decision for the Kiena property at a
capital cost of approximately $25,000,000.
Production from this mine, located near Val
d’'Or, Quebec, is planned to begin during the
latter part of 1981. Proven and probable ore
reserves are estimated at 2,500,000 tons
averaging 0.23 ounce of gold per ton.

Marketing Summary

Sales of refined nickel and ferronickel in all
forms by Falconbridge during 1980,
inclucging nickel refined and sold on a
commission basis, totalled 94,338,000
pounds compared with 137,277,000 pounds
in 1979. This significant decrease in
shipments reflected the sharp recession in the
United States, beginning in the second
quarter, and the subsequent decline in
economic activity in Europe and Japan
during the second half of the year.

The posted producer price for melting
grade nickel was increased at the end of
February, 1980 to U.S. $3.45 per pound
from U.S. $3.20 per pound. The average
selling price per pound received by the
Company for refined nickel products in 1980
was U.S. $3.25 compared with U.S. $2.31 in
1979. The average price per pound received
for ferronickel products in 1980 was U.S.
$3.18 compared with U.S. $2.41 in 1979.

In Movember, 1980, a temporary six per
cent discount on all nickel orders placed for
delivery through the first quarter of 1981 was
adopted by the major producers. Although this

discount was rescinded effective February
28, 1981, it continued to apply on orders
received before that date for delivery before
June 30, 1981.

The current low level of nickel
consumption in most of the major market
sectors is expected to continue throughout
the first six months of 1981. World economic
conditions are expected to improve during the
second half of 1981 and should lead to
increased activity in the automotive, appliance
and energy sectors, resulting in higher levels
of nickel consumption during the latter part of
the year. Consumer nickel inventories are
expected to increase and to approach normal
levels during this period.

In the longer term, it is anticipated that
improved nickel demand will require start-up
of the industry's stand-by capacity and,
eventually, the installation of new capacity.

The London Metal Exchange wirebar cash
settlement price for copper in 1980 averaged
U.S. 99 cents per pound, up from U.S. 90
cents per pound in 1979. Copper prices rose
sharply in January and February, 1980 but
weakened during the remainder of the year
as falling demand reflected reduced economic
activity. Prices are expected to weaken as the
industry faces a moderate supply surplus.

World demand for cobalt was exceeded by
production during 1980, resulting in a
substantial build-up of producer inventories
by year end. The published producer price for
cobalt remained at the U.S. $25.00 per
pound level throughout the year. The average
selling price per pound received by the
Company for cobalt in 1980 was U.5.$24.36,
compared with U.S.$29.12 in 1979.

Other metals produced and sold by the
Company include gold, silver and platinum
group metals.

Company sales of metals from all sources
were as follows:

1980 1979

: (Pounds)
Refined Nickel (in

all forms) 59,771,000* 89,649,000*
Ferronickel (in

all forms) 34,567,000 47,628,000
Copper 57,352,000* 44,733,000*
Cobalt ETT000 5. 502 000"

*Includes metal refined and sold as agent

Sales of copper by subsidiary companies
in 1980 amounted to 86,971,000 pounds, 17
per cent lower than the 104,459,000 pounds
sold in 1979. Sales of zinc concentrate totalled
50,984,000 pounds in 1980, 44 per cent
lower than 1979 sales of 91,710,000 pounds.




CONSOLIDATED REVENUES
BY GEOGRAPHICAL AREA IN 1980

CONSOLIDATED REVENUES
BY GEOGRAPHICAL AREA

1980 1979 1978

Smilkons % Smilions % Smilhons %
Usa 52823 37% 2491 32% 5166 4 33%
Europe 197.6 26 2227 28 1946 38
Other 51.5 g 67.3 8 541 1
Total foreign 5314 70 539.1 68 4151 82
Canada 2264 30 2503 32 93.1 18
World 1otal $7578 100% §7894 100% $5082 100%

L= 7

CONSOLIDATED EXPLORATION EXPENDITURES
BY GEOGRAPHICAL AREA IN 1980

CONSOLIDATED EXPLORATION EXPENDITURES

BY GEOGRAPHICAL AREA
1980 1979 1978
Smilions % Smilions % Smillions %
Canada— Nickel $ 51 18% S 24 17% 512 16%
—Other metals 11.6 41 6.1 43 39 51
—Total 16.7 59 85 60 51 67
Foreign —Nickel 2.1 7 1.4 10 06 7
—Other metais 95 34 4.4 30 20 26
- Total 116 a1 58 40 26 33
World —Nickel 7.2 25 38 27 1.8 23
- Other metals 211 75 10.5 73 59 77
-Total $28.3 100% $143 100% $7.7 100%

THE GEOGRAPHICAL LOCATION OF
PROPERTY, PLANT AND EQUIPMENT
AT DECEMBER 31, 1980

Exploration

Consaolidated exploration expenditures by
Falconbridge were $28,284,000 in 1980
compared with $14,297 000 in 1979 and
$7,662,000in 1978.

The pace of exploration on the Company's
properties in the Sudbury area was increased
during 1980. At the Strathcona Mine, a new
zone of high-grade copper ore was
discovered and further drilling on this zone will
be done in 1981 to confirm and detail the
reserves. At the Craig orebody, drilling has
increased nickel ore reserves substantially. A
high level of exploration will be sustained
during 1981 to maintain a strong ore reserve
position at Sudbury.

Regional exploration programs in Canada
are directed from offices in Vancouver,
Winnipeg, Sudbury, Timmins, Quebec City
and St. John's. In the Yukon Territory.
exploration work is undertaken through a
joint venture managed by United Keno Hill
Mines Limited.

In Gand Township, Quebec, a gold deposit
on property held under option from Opawica
Explorations Inc. has been outlined by surface
diamond drilling and preparations are being
made to explore this mineralized zone from
underground. This work is being undertaken
through a joint venture (in which the Company
holds 51 per cent) with Corporation
Falconbridge Copper.

Exploration efforts by Falconbridge in
southern Africa are concentrated in the
Republic of Botswana, where a wholly-owned
subsidiary of the Company manages a project
in which it has a 50 per cent participation.
The other project partner is The Superior Qil
Company. Evaluation of kimberlite pipes,
which are an important source of diamonds,
continued during the year on properties held
under Exclusive Prospecting Orders. A small
plant set up to determine the quantity and
quality of diamonds is being used to evaluate
large samples obtained from several of the
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kimberlite pipes. Drilling of several interesting
base metal deposits in northeastern
Botswana continued during 1980.
Metallurgical tests are being undertaken on
these deposits and economic studies are in
progress.

Development for production commenced
on the Golden Kopje gold deposit, located
about 100 kilometres northwest of Salisbury,
Zimbabwe. Ore reserves are estimated at
964,000 tons averaging 0.174 ounce of gold
per ton. Plans call for production by late
1982 at a rate of 66,000 tons per year.

The Company holds a 49 per cent interest
in a diamond exploration project in the United
States which is managed by The Superior Qil
Company.

In Chile, the Company has a minority
position in a project to evaluate a porphyry
copper prospect at Quebrada Blanca, 340
kilometres northeast of Antofagasta.
Underground drifting and raising was
completed during 1980 to check drill hole
estimates of grade and to provide a bulk
sample. Metallurgical testing and a preliminary
feasibility study have been completed.

Falconbridge's rights with respect to nickel
laterite deposits in Zambales Province,
Republic of the Philippines, have been
extended for a period of three years to May,
1983. Additional field exploration and
metallurgical testing will be carried out during
this period. In lvory Coast, Falconbridge is
exploring a nickel laterite deposit under the
terms of an agreement with SODEMI, a
Government-owned mineral development
company.

Mining Research

Mining research and development
expenditures amounted to $2,161,000 in
1980 compared with $610,000 in 1979 and
$356,000in 1978.

Continuing attention is being directed to
the study of rock mechanics to produce more
stable underground conditions, and to
develop improved mining methods. Company
personnel have been able to improve
computer evaluation techniques for mine
planning and ground control. The Hydraulic
Hoisting Research Project, which was
suspended in 1976, was re-activated in late
1979, shortly after the re-opening of the
Onaping Mine. The expenditures for this
project were $1,176,000 in 1980 compared
with $50,000 in 1979.

Falconbridge has continued its support of
the Mining Industry Research Organization of
Canada (MIROC) which contracts
environmental research projects. MIROC's
activities are directed specifically to

improvement in the safety, health and
comfort of underground miners.

Metallurgical Research

In 1980, expenditures on metallurgical
research and development amounted to
$4,475,000 compared with $3,350,000 in
1979 and $2,730,000 in 1978. One major
project was related to the development of a
hydrometallurgical method of treating
nickeliferous laterites with minimal fuel
consumption, and considerable progress
was made towards this objective during 1980.
Projects related to nickel refining resulted in
improved methods of treating secondary
materials containing cobalt, and in increased
efficiencies in the extraction of precious metals
from intermediates and by-products.

Research related to exploration was directed
largely to the streamlining of procedures for
evaluating the increased number of kimberlite
drill cores and samples processed during the
year.

Encouraging progress was made in the
development of nickel products for energy
storage, test quantities of which have been
favourably received by the battery
manufacturing industry.

The Company's metallurgists have
continued to make important contributions to
various technical developments, particularly
those related to foundry practices. Included
in this work are developments related to
welding methods on high nickel alloys,
foundry alloys having improved resistance to
wear, various classes of high temperature
nickel alloy castings, and alloys resistant to
carburization and failure due to thermal
cycling.

An expansion of the Falconbridge
Metallurgical Laboratories at Richmond Hill,
Ontario, was undertaken in the second half of
1980. The extension was ready for occupancy
by year end.

Environmental Control

In January, 1980 the second fluid bed
roaster-electric furnace line was brought into
operation at the Falconbridge smelter. This
furnace is part of the Smelter Environmental
Improvement Program which has enabled
the Company to provide a modern, acceptable
working environment in its smelter. It has
also enabled the Company to continue its
compliance with the Ontario Government's
timetable for sulphur dioxide pollution
abatement in the smelter operation. Over a
period of 30 years the proportion of the
sulphur in the ore treated which is emitted
from the Falconbridge smelter as sulphur
dioxide has been reduced from 82 per cent
to 18 per cent.




The Ontario Government's existing Control
Order requires the Company's Sudbury
Operations to submit a study with
preliminary plans, outlining methods by which
sulphur dioxide emissions may be further
reduced to reach the Ontario standard for
ground concentraiions of sulphur dioxide.
The report, which was submitted in January,
1981 indicated that further investigation by
the Company is required to provide a sulphur
dioxide emission control system which will be

acceptable from the standpoints of technology.

occupational health and safety, and
economics.

In response to public concern in Canada
regarding acid rain, an Ontario-Canada Task
Force is studying the air pollution abatement
options available to the Sudbury area nickel
producers. The study is directed to the
environmental, economic and social
consequences of these options as a guide in
the formulation of government policy. Pending
the results of further investigations,
discussions with the Ontario Ministry of the
Environment, and the report of this Task
Farce, it is not possible to estimate the cost of
compliance or to establish a timetable for
expenditures.

Energy Conservation

Energy conservation efforts continued to
receive high priority within the Falconbridge
Group of companies during 1980.
Comprehensive studies of energy
conservation methods and alternate sources
of energy are presently being evaluated.

Capitalization

At the Annual and a General Meeting held in
Toronto on April 15, 1980 the shareholders
approved the reclassification of the Class A
and Class B convertible shares as common
shares, on a basis of one common share for
each Class A share or Class B share. The
shareholders also approved an increase in
the Company's authorized capital to
10,000,000 Preference Shares with a par
value of $25.00 each, issuable in series, and
25,000,000 common shares without par
value.

On December 30, 1980 the Company
redeemed and cancelled its 3,000,000
outstanding Preference Shares at their par
value of $75,000,000. These shares had been
issued in 1977 to finance the high nickel
inventories and the heavy capital expenditures
on the Smelter Environmental Improvement
Program, and to provide additional working
capital. Since that time the cash position of
the Company has improved significantly,
enabling the redemption of these Preference
Shares, which were a relatively expensive form
of financing. As a result, the number of
authorized Preference Shares has been
reduced from 10,000,000 shares to

7,000,000 shares, none of which has been
issued.

The Company's term line of credit with a
Canadian bank has been increased from
$80,000,000 to $180,000,000 and extended
from August 31, 1982 to December 31,

1986 The amount drawn down under the line
of credit remains unchanged at $75,900,000.

Shareholders

At December 31, 1980, there were 5,908
shareholders of whom 4,230 were of
Canadian registry holding 4,009,743
common shares. This represents 80 per cent
of the 5,024,755 common shares
outstanding after deducting 45,483 shares
held by subsidiaries. At the end of 1979 there
were 7,362 shareholders of the outstanding
common shares, of whom 5,505 were of
Canadian registry holding 4,436,284 common
shares representing 88 per cent ownership.

Dividends

Dividends amounting to $3.50 per common
share were paid during 1980, compared with
$3.00 per share in 1979. In addition,
dividends aggregating $6,475,000 were paid
on the Preference Shares compared with
$5,911,000in 1979.

Organization

On June 2, 1980 Mr. Marsh A. Cooper retired
as President and Chief Executive Officer of
the Company. Under his vigorous leadership
for 12 years the Falconbridge organization
broadened its operating horizons and
enhanced its stature within the international
mining community. Mr. Cooper's colleagues
on the Board gratefully acknowledge his
substantial contribution to the Company and
its widespread interests. Mr. Cooper, who
has re-entered the geological consulting field,
continues to serve the Company as a director
and as a consultant. He was succeeded as
President and Chief Executive Officer by Mr.
D. Broward Craig, who resigned from the
Company on October 21, 1980. On that
date, Mr. H. T. Berry, Senior Vice-President
Metallurgy and Research and a director of
the Company, was appointed President and
Chief Executive Officer.

On June 2, 1980 Mr. O. D. Cowan resigned
as a director after 23 years of valuable
service to the Company. His fellow directors
record their appreciation for his fine
contribution to the Falconbridge organization.

On October 21, 1980 Mr. John B.
Connally, a former director who had resigned
in May, 1979 to seek political office in the
United States, was re-appointed to the Board.

On June 2, 1980 Mr. G. P. Mitchell resigned
his position as Senior Vice-President
Exploration and Development. He continues to






serve the Company as a director and as
President of a subsidiary company, Kiena
Gold Mines Limited.

On December 31, 1980 Mr. W. G. Dahl
resigned as Senior Vice-President marketing.
Mr. Dahl had served the Company as an
officer since 1964 and as a director from 1968
to April, 1980.

Mr. C. F. H. Carson, Q.C., a director of the
Company for 21 years and Director Emeritus
since 1977, died on October 22, 1980. The
members of the Board have conveyed their
deepest sympathy to his wife and family.

During 1980 Mr. |. H. Keith was appointed
Vice-President Ferronickel and Industrial
Minerals Divisions and African Operations;

Dr. L. C. Kilburn was appointed Vice-President
Exploration, Development and Western
Canadian Operations; Mr. A. G. Slade was
appointed Vice-President Canadian Nickel

and Copper Operations; Mr. M. O. Pearce was
appointed Acting Vice-President Marketing;
and Mr. F. G. T. Pickard was appointed
Director Metallurgy and Engineering. All of
these officers have been employees of the
Company for a number of years.

Personnel

In 1978 the Company anncunced a
long-range personnel planning strategy,
emphasizing the need to select and develop
high calibre people at all levels of the
organization. Good progress was made
towards this goal during 1980.

As part of the emphasis on employee
development. plans were announced for the
relocation of the training facilities at Sudbury
Operations to a new centre in downtown
Sudbury. The larger facility, which will be in
operation this spring, should greatly assist in
meeting the needs for skilled trades training,
supervisory development, safety instruction
and other programs. The total number of
employees in the Falconbridge organization
increased to 15,051 in 1980 compared with
14,196 employees a year earlier.

During 1980 Falconbridge continued to
emphasize its comprehensive program of
employee safety. Through its Sudbury
Operations, the Company made a
comprehensive submission to the Joint
Federal and Provincial Inquiry into Safety in
Mines and Mining Plants in Ontario.

Appreciation

The directors of the Company express their
deep appreciation for the commendable
performance of management and employees
at all operating locations. Their combined
efforts have contributed greatly to the
Company's progress during 1980. The
continuing support of shareholders,
customers, contractors and suppliers is also
acknowledged with gratitude.

On behalf of the Board of Directors:

H. T. BERRY,
President and
Chief Executive Officer

Toronto, Ontario
March 13, 1981
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FINANCIAL REVIEW

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

ANALYSIS OF FINANCIAL CONDITION:

Liquidity —

The financial condition of Falconbridge remained strong during 1980. Funds generated from operations
exceeded expenditures on property, plantand equipment, and development and preproduction by $76,996,000;
and after the redemption of $75,000,000 preference shares, working capital as at December 31, 1980
amounted to $362,119,000, reflecting a decrease of $18,764,000 in the year. The weak demand for nickel in
the latter half of 1980 is a factor in the change in the composition of working capital; the decrease in cash and
accounts receivable was more than offset by an increase of $75,274,000 in inventories.

Falconbridge Dominicana, C. por A. (Falcondo), a 65.7% owned subsidiary of the Company, experienced a
cash deficiency during the year (no cash deficiency in 1979). Under financing agreements, the Company and
the other sponsor must jointly provide for any shortfall in cash. During 1980 U.S.$14,223,000 was advanced
to Falcondo of which U.5.88,534,000 was advanced by the Company. It is anticipated that this cash
deficiency will continue in 1981, and additional advances will be required from the Company and the other
Sponsor.

The financial condition of Falconbridge improved substantially during 1979, working capital increased by
$126,099,000 during the year, to $380,883,000 as at December 31, 1979. Funds generated from operations
during the year amounted to $208,326,000, far in excess of the $58,352,000 expenditures on property, plant
and equipment, and development and preproduction.

CONSOLIDATED CAPITAL EXPENDITURES

EARNINGS (LOSS)/CAPITAL BY GEOGRAPHICAL AREA IN 1980
EXPENDITURES

EARNINGS (LOSS)*
CAPITAL EXPENDITURES

MILLIONS
OF

1106

DOLLARS
100

75

50
25
- CONSOLIDATED CAPITAL EXPENDITURES
BY GEOGRAPHICAL AREA
0 1980 1979 1978
$millions % $millions % $millions %
-25 Ontario $513 56%  $342 50%  $27.7  B4%
ioaly Canadatotal $69.0 76%  $47.8 $345  B0%
1976 1977 1978 1979 1980 Foreign 220 24 106 18 85 20
$43.0

Worldtotal  $81.0 100% $584 100%

100%
*Before extraordinary item —_—
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CONSOQLIDATED SOURCES AND CONSOLIDATED SOURCES AND APPLICATIONS
APPLICATIONS OF
WORKING CAPITAL (FUNDS] IN 1980 OF WORKING CAPITAL (FUNDS)
Three years ended December 31, 1980
APPLICATIONS OF
FUNDS
1980 1979 1978
$millions % $millions % S millions %
SOURCES OF Sources of funds:
FUNDS Product sales—
Refined nickel $206.7 249% $226.7 27.1% S$1586 29.9%
Ferronickel 128.3 154 134.1 16.1 90.8 174
Nickel, all forms 3350 403 360.8 432 2494 470
Copper 161.1 194 159.4 191 102.2 19.3
Other metals
(Zinc, cobalt and
precious metals) 172.0 20.7 188.7 226 103.8 196
Other producls 89.7 10.8 80.5 9.6 528 100
Total productsales  757.8 91.2 789.4 94.5 508.2 958
Borrowings and
share issues 13.7 1.7 4.0 0.5 82 1:5
Other 59.3 7.1 418 5.0 137 26
Total 8308 100.0% 8352 100.0% 530.1 100.0%
Applications of funds:
Suppliers—
Canada 2312 253% 2120 301% 1753  36.5%
Foreign 2307 252 179.2 254 826 172
Total 4619 505 3912 555 2579 537
Salaries and wages
(net)—
Canada 170 128 86.5 123 780 16.2
Foreign 528 57 430 6.1 300 6.3
Total 1695 185 1295 184 1080 225
Government
agencies—
Canada 103.2 1.3 943 133 56.0 16
Foreign 19.2 2.1 12.6 1.8 10.5 2.2
Total 122.4 13.4 1069 151 665 138
Debt and other
items 129.5 14.2 52.4 7.4 41.4 86
Dividends to
shareholders 31.0 34 25.3 36 6.5 14
Total 9143 100.0% 705.3 100.0% 480.3 100.0%
Net total (83.5) 1299 498
Adjustment -
Increase in
metals
inventories 64.7
Reduction of
metals
inventories (3.8) (50.6)
Working capital
increase (decrease) $(18.8) 5126.1 5 (08)

Sources of funds decreased marginally from $835,200,000in 1979 to $830,800.000 in 1980. However, the
amount of funds applied increased substantially, from $705,300,000 in 1979 to $914,300,000 in 1980.
Funds applied to suppliers, salaries and wages, and government agencies increased by $70,700,000,
$40,000,000 and $15,500,000 respectively, $64,700,000 of which is reflected in increased metals invento-
riesand $32,600,000 in higher capital expenditures. Dividends to shareholders increased by $5,700,000 and
debt and other items by $77,100,000, including the redemption of the Company's $75,000,000 preference
shares. In 1978 sources of funds amounted to $530,100,000 and funds applied were $480,300,000,
generally reflecting a lower level of activity. In 1980, 70% of consolidated revenues were earned outside
Canada while only 37% of funds were applied in foreign countries. Consolidated revenues earned outside
Canada in 1979 and 1978 were 68% and 82%, respectively, while funds applied in foreign countrigs in 1979
and 1978 were 38% and 30%, respectively




Capital resources —

During 1980 the authorized capital of the Company was increased by the creation of 17,998,000 common
sharejs without par value and $175,000,000 in preference shares. No new common or preference shares
were issued during the year. As at December 31, 1980 shareholders' equity plus long-term debt totalled
$810,360.000, an increase of $12,847,000 over the total of $797,513,000 as at December 31, 1979. This
increase is after the redemption and cancellation of $75,000,000 Variable Rate Cumulative Redeemable
Preference Shares Series ‘A". The debt/equity ratio at December 31, 1980 was 38:62, unchanged from
December 31, 1979,

A $100,000,000 term loan facility due December 31, 1986, was negotiated with a Canadian bank, as well as
extending an existing $80,000,000 term loan facility from August 31, 1982 to December 31, 1986. The
SF;I’S.QOO.OOO drawn down under this combined $ 180,000,000 term loan facility remained unchanged during
the year.

It is anticipated that property, plant and equipment and development and preproduction expenditures for the
year 1981 will be financed through internal generation of funds and existing working capital, with the
exception of Kiena Gold Mines Limited which has arranged a $25,000,000 term loan facility.

The capitalization of the Company remained unchanged during 1879, other than for the normal sinking fund
requirements of the long-term debt. All capital expenditures were financed through the internal generation of
funds and existing working capital.

Seenotes 8, 9 and 15, pages 31, 32 and 34, respectively, of the notes to consolidated financial statements in
respect of capitalization, borrowing arrangements and liabilities.

ANALYSIS OF RESULTS OF OPERATIONS:

The following paragraphs set forth a discussion of certain factors reflected in the consolidated statement of
earnings for the three years ended December 31, 1980. See pages 22 and 23 for a summary of the accounting
policies that are significant in evaluating these results. See also pages 36 to 41 for certain segmented data.
Consolidated earnings, before extraordinary item, for the year 1980 amounted to $71,422,000 or $13.04 per
common share (all per share numbers are after providing for preference share dividends) compared with
$110,561.0000r$21.01 per shareearnedin 1979 and $5,818,000 or 22 cents per shareearned in 1978. The
acceptance of a public offer by The Superior Qil Company to purchase all the capital stock of Canadian
Superior Qil Ltd. increased the Company's consolidated earnings for 1980 by $37,700,000to $109,122,000
or $20.61 per common share. In 1979 an extraordinary credit of $20,000,000, for deferred income taxes,
increased consolidated earnings to $130,561,000 or $25.03 per share. There was no extraordinary item in
1978.

The principal reasons for the decrease in consolidated earnings, before extraordinary item, for 1980,
compared with 1979's record high earnings were higher unit production costs and a decrease in the volume
of nickel sales. In 1980 the average realized prices for most metals were higher thanin 1979. The record level
of earnings in 1979, compared with 1978, generally reflects a substantial increase in the average net selling
price for metals, a higher nickel and copper sales volume and a weaker Canadian dollar relative to the United
States dollar.

EARNINGS (LOSS)

75

25

=25

(28.8)
1976 1977 1978 1979 1980

1 1 )

EARNINGS (LOSS) CONTRIBUTIONS
CORPORATION FALCONBRIDGE COPPER

CONSOLIDATED*®
INTEGRATED NICKEL UNITED KENO HILL MINES LIMITED
=== FALCONBRIDGE DOMINICANA, C. POR A.
MILLIONS
or 110.6 MILLIONS
DOLLARS B OF
100 F DOLLARS

(66)

1 1 1 i
1976 1977 1978 1979 1980

*Belore extraordinary item
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The following table compares the various 1980, 1979 and 1978 contributions to consolidated earnings and
shows relative sales statistics:
1980 1979 1978
Earnings (loss) contributions: (000's) (000's) (000's)
Corporation Falconbridge Copper .. ... $ 15,152 $ 23277 & 7,498
Falconbridge Dominicana, C. porA. .. ..................... (4,516) 4508 (6,596)
Giant Yellowknife Mines Limited .. .. ............ .. ... ..... 1,150 1,492 613
Indusmin Limited . .. . . ... 2,398 2,714 2,027
Oamites Mining Company (Propnelary) Limiited. - o wonn s « 909 1,360 405
United Keno Hill Mines Limited . : ST AL, WS 3,718 10,035 1,825
Other.controlled COMPAaNIES:. .. i es o s o6 ma 55 5 0 e s s o (1,077) 818 102
o356 [ S LA LY S ORI S ECTUM. TP RO 17,734 44204 5874
Wesfrob Mining Division . . .. ............... .. . o 1,503 4,597 551
Unallocated corporatel Net - iy o wwsmn s o we s s s (5,187) (453) (7,165)
Integrated Nickel Operations, net of allocated corporate costs . . . 57,372 62,213 6,558
Earnings for the year before extraordinaryitem ............... 71,422 110,561 5818
Disposal of Canadian Superiorshares...................... 37,700
Deferred incometaxcredit. .. ...... ... ... 20,000
Earningsfortheyear. . ... ..., $ 109,122 $ 130,561 $ 5818
Metal sales (pounds):
Integrated Nickel Operations —
RIGKOLL: i 5 o st st v S B SEREER Do b 3008 54,159 84,454 71,341
COPDET 0 o som wiely 55 Sl §20a o b o5 <os @ SR S0 6% 1 53,686 42,460 30,027
CODAN : ot v ow s w24 SR T S A S S SET 3% e 1,386 1,294 1,255
Corporation Falconbridge Copper —
ESODPON.. v vien 5im st sumie she sonin ois wogn smss. sis scass s st e s 69,172 83,547 87,555
ZineG L0 WG poa M B e B e v g 50,984 91,710 85,337
Gold and silver revenues ($'s) . . . ... ... $67.426 $70,358 $31,921
Falconbridge Nickel Mines Limited —
ERrronICKEls s i wmss v oo sion oh s St o sl 4 s o s 34,567 47,628 43,477
Metal sales prices (U.S. $ per pound):
Integrated Nickel Operations —
NCKEL . o i v i e cie s s e s e e e v b g e $ 325 $ 2.31 $ 194
EOPPBI: s v 54 s s 35 Wi oo picets vvssel 8 whiFs, e Fests 3v Fers $ 0.99 § 0.89 $ 0.60
Goballte = o e b e b SN, S R s e $24 97 $29.12 $12.25
Falconbridge Nickel Mines Limited —
FErrOniCKel: « s o v o & o v o S50e 34 € 2 50 4 e seed 05 $ 3.18 $ 2.41 $ 1.82
CONSOLIDATED CONSOLIDATED METAL SALES
REVENUES — NICKEL
S— COPPER
MILLIONS MILLIONS
OF OF
DOLLARS POUNDS
152.9
800 789.4
600
400
50 -
200
1 | 1 i
1976 1977 1978 1979 1980 1976 1977 1978 1979 1980




Corporation Falconbridge Copper's $8,125,000 lower 1980 contribution to consolidated earnings, com-
pared with 1978, mainly results from lower copper and zinc production, reflecting lower grades, and
increased costs. The $15,779,000 higher 1979 earnings, compared with 1978, reflects higher metal prices
and continued efforts to hold down costs.

Falconbridge Dominicana, C. por A.'s $9,024,000 unfavourable change to a loss in 1980 compared with
earnings in 1979 reflects a lower ferronickel sales volume, higher unit production costs and the expensing of
ongoing costs ($15,306,000) incurred during the shut down of production operations; partially offset by the
impact of a higher average net selling price for ferronickel. The $11,104,000 improvement in 1979 earnings
contribution, compared with the loss in 1978, results from the higher ferronickel selling price and the
increased volume which prevailed in 1979; however, these factors were partially offset by the inflationary
pressures on all costs, particularly the escalation in oil prices.

Giant Yellowknife Mines Limited's $342,000 lower 1980 contribution, compared with 1879, mainly results
from lower production, because of a 3% month strike by employees. Partially offsetting the impact of the strike
were an increase in the price of gold produced, $730 per ounce compared with $412 per ounce in 1979, and
a favourable adjustment to the 1979 estimated bullion settlements receivable. The 1979 earnings contribu-
tion, compared with 1978, was $879,000 higher despite higher costs and lower bullion output. The increase
was attributable mainly to the dramatic rise in the average price received for gold, from $233 per ounce in
1978 to $412 per ounce in 1979.

Indusmin Limited's $316,000 lower 1980 contribution, compared with 1979, generally reflects the impact of
the recession on the demand for its products. The 1979 earnings contribution, compared with 1978, was
$687.000 higher reflecting satisfactory results in both Castings and Minerals Divisions.

METAL SALES PRICES METAL SALES PRICES
REFINED NICKEL = GOLD
FERRONICKEL = COBALT
= COPPER s S|LVER
us s US.SPER
PER —OUNGE (GOLD AND SILVER)
POUND 325 ~POUND (COBALT) -
318 600 -

al
400 -

368
200

206

122 147

o5
30

0.63 093 094
0.64 10

0.57

1 (| 1 J
1976 1977 1978 1979 1980 1976 1977 1978 1979 1980

Oamites Mining Company (Proprietary) Limited's $451,000 decrease in 1980 contribution, compared with
1979, mainly results from increased production costs. The 1979 earnings contribution was $955,000 higher
than in 1978, the favourable impact of sharp increases in the prices of copper and silver being partially offset
by lower production and higher costs.

United Keno Hill Mines Limited's contribution to consolidated earnings was $6,317,000 lower in 1980,
compared with 1979, mainly reflecting lower production because of a strike of employees which continued
from September 11 through year end. The 1979 contribution was $8,210,000 more than in 1978. The
average price of $19.83 per ounce of silver was $13.16 per ounce higher thanin 1978; however, the impact of
the higher prices was partially offset by increased operating costs and lower production.

The $1,895,000 unfavourable change to aloss in 1980, compared with earnings in 1979, by other controlled
companies, generally results from the lower earnings of a small U.S. oil and gas subsidiary and increased
exploration expenditures in the U.S.A. by another small U.S. subsidiary. The $7186,000 higher 1979 contribu-
tion, compared with 1978, reflects higher earnings of the oil and gas subsidiary.
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Falconoridge Nickel Mines Limited's Wesfrob Mining Division's $3,094,000 lower 1980 earnings, compared
with 1879, mainly results from increased costs. The $4,046,000 higher 1979 earnings, compared with 1978,
mainly reflect increased production and improved copper prices.

Increased exploration and administrative expenditures, modified by higher interest income, combined to
increase unallocated corporate expenditures by $4,734,000 in 1980, compared with 1979. Greater income
from higher cash deposits and increased interest rates together with interest income from the Company's
investmentin Western Platinum Limited and higher commissions from increased agency sales, combined to
reduce unallocated corporate expenditures by $6,712,000 from $7,165,000 in 1978 to $453,000 in 1979,

The Integrated Nickel Operations earnings of $57,372,000 in 1980 compared with $62,213,000in 1979 The
decrease of $4,841,000 generally results from a lower volume of nickel sales (down 36%) and increased
costs, the unfavourable impact of which were partially reduced by a 41% higher average nickel selling price,
and a 26% increase in the volume of copper sold. Earnings of $62,213,000 in 1979 compared with
$6,558,000in 1978. The improvement of $55,655,000 mainly reflects higher metal selling prices, increased
profits from the treatment and sale of custom materials and increases of 18% and 41%, respectively, in the
quantities of nickel and copper sold.

Further discussion and analysis of the results of operations of the Company and its operating subsidiaries is
contained throughout the annual report.

IMPACT OF INFLATION:

As a result of significant and continued inflation traditional historical cost financial statements do not fully
reflectthe cumulative effects of increasing costs and changesin the purchasing power of the dollar. The extent
to which Falconbridge has been affected by inflation is indicated on pages 46 to 50, “Impact of inflation —
financial reporting and changing prices".

Falconbridge's 1980 consolidated earnings of $71,422 000 adjusted for general inflation are reduced to
$16,437,000. Adjusting reported earnings to reflect current costs results in a loss of $13,763,000. The large
variances in results reflected by the use of these different inflation measurement techniques, neither of which
is conclusively correct, indicate the significant impact of inflation.

It is significant to note that income and mining taxes based on the higher historical cost 1980 earnings
represent a much greater burden than they would if taxes were based on earnings adjusted for inflation,
particularly in that Provincial mining taxes are computed on a graduated scale.

Depreciation, depletion and amortization of $54.131.000 for property, plant, equipment and development
and preproduction expenditures reported in the historical cost financial statements com paresto$117,760,000
based on the current costs of the related assets. This indicates that the $54,131.000 reported in the historical
cost financial statements does not adequately reflect the current cost of assets consumed in the production
process. The $692,034,000 higher cost of property, plant, equipment and development and preproduction
expenditures (from the historical cost of $506,131,000 to $1,198,165,000, adjusted for current costs)
indicates that large capital outlays are required to bring new mines and plants on stream and that increased
product prices are required to sustain them.

Inflation has a particularly problematic effect on Falconbridge. Because the prices of our products are set in
international markets, they do not necessarily reflect the effect of inflation on Falconbridge's various cost
components. Consequently, Falconbridge cannot cope with inflation by increasing prices as costs rise.
Recognizing that inflation affects all business activity, appropriate allowances are made in Falconbridge’s
planning and financial forecasting.

In the mining industry, ore reserves are a significant hedge against inflation. Falconbridge's exploration
expenditures, which are directed at the acquisition of ore reserves, have doubled in the pastyear. One offsetto
inflation is increased productivity through the development of new processes and methods.
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FINANCIAL REPORT

ACCOUNTING RESPONSIBILITIES, PROCEDURES AND POLICIES

The Board of Directors which, among other things, is responsible for the consolidated financial statements of the
Company, delegates to management the responsibility for the preparation of the statements. Responsibility for their detailed
review is delegated by the Board to the Company’s audit committee, which reports its findings to the Board. Each year the
shareholders appoint independent auditors to examine and report directly to them on the financial statements.

In preparing the financial statements great care is taken to use the appropriate generally accepted accounting
principles and estimates considered necessary by management to present fairly and consistently the consolidated financial
position and the results of operations. The significantaccounting policies followed by Falconbridge are summarized on pages
22 and 23

The accounting systems employed by Falconbridge include appropriate controls, checks and balances to provide
reasonable assurance that Falconbridge's assets are safeguarded from loss or unauthorized use as well as facilitating the
preparation of comprehensive, timely and accurate financial information. The internal auditors, who are employed by the
Company as part of management, play an integral part in the effective operation of the system. There are limits inherentin all
systems of internal accounting control based on the recognition that the cost of such systems should not exceed the benefits
to be derived. Falconbridge believes its systems provide the appropriate balance in this respect.

The Company's audit committee is appointed by the Board of Directors annually and is comprised of four
non-management directors. The committee meets with management and with the independent auditors (who have free
access to the audit committee) to satisfy itself that each group is properly discharging its responsibilities and to review the
financial statements and the independent auditors’ report. The audit committee reports its findings to the Board of Directors
for its consideration in approving the financial statements for issuance to the shareholders.

0

D.E. Lewis, Q.C. H.T. Berry J. D. Krane
Chairman of the President and Chief Vice-President
Audit Committee Executive Officer Corporate Affairs

and Secretary




%é é g é Charlered Accountants

PO Box 251
Toronto-Dominion Centre
Toronto. Canada M5K 1J7
(416) 864-1234

AUDITORS' REPORT

To the Shareholders of
Falconbridge Nickel Mines Limited:

We have examined the following financial statements of Falconbridge

Nickel Mines Limited:

Consolidated financial position as at December 31,
1980 and 1979;

Consolidated earnings, consolidated retained earnings
and changes in consolidated financial position for

the three years ended December 31, 1980;
Segmented information as at December 31, 1980, 1979

and 1978 and for the three years ended December 31,
1980; and

Investment in associated and other companies as at
December 31, 1980, 1979 and 1978 and for the three
years ended December 31, 1980.

Our examination was made in accordance with generally accepted auditing standards,

and accordingly included such tests and other procedures as we considered necessary
in the circumstances.

In our opinion, the above-mentioned financial statements present
fairly the financial position of the company, the results of its operations and
the changes in its financial position at the dates and for the periods indicated
in accordance with accounting principles generally accepted in Canada, consistently

applied.

Toronto, Canada, ““’Tﬁijidéfiit,déiz;rvtx

January 30, 1981. Chartered Accountants
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ACCOUNTING POLICIES

The consolidated financial statements of Falconbridge Nickel Mines Limited have been prepared in accordance with
accounting principles generally accepted in Canada, consistently applied. In these statements, references to the Company
mean only Falconbridge Nickel Mines Limited, the parent company, and references to Falconbridge include the Company,
its consolidated subsidiaries and significantly influenced companies. The principal accounting policies followed by
Falconbridge are summarized hereunder to facilitate review of the consolidated financial statements.

A. Basis of consolidation and accounting standards

investments in subsidiary companies (owned more than 50%) and significantly influenced companies are accounted for

as follows:

(i) Falconbridge generally consolidates the financial statements of subsidiary companies and accounts on an equity
basis for those companies over which it exercises significant influence. Those companies incorporated in foreign
countries in which there are significant restrictions on the transfer of funds are accounted for on a cost basis:

lil Thedifferences between the interestin the book value of the net assets of consolidated subsidiaries and the carrying
value of the investments are allocated to the subsidiary's asset accounts based on their fair values at the date of
acquisition. For consolidated operating subsidiaries, the differences are depreciated, depleted or amortized in
accordance with the Company's accounting policy for the related asset; and

(i) For consolidation purposes foreign subsidiaries' foreign currency financial statements are restated to accord with
the Company’s accounting policies.

e g s i
i |

B. Translation of foreign currencies
Foreign currency transactions and account balances have been translated into Canadian dollars as follows
(i) Currentassets and current liabilities are translated into Canadian dollars at approximate quoted rates of exchange at

year end; !
{ii} Items included in property, plant and equipment, other assets, and non-current liabilities are translated into .
Canadian dollars at rates of exchange prevailing when they were acquired or incurred:
fiii) Revenues and expenses are translated into Canadian dollars at the approximate average monthly quoted rates of
exchange, except that provisions for depreciation, depletion and amortization are translated at the rates used to
translate the related assets;
fiv) Realized foreign exchange gains and losses are included in earnings; and
iv) On translation of foreign subsidiaries’ financial statements for consolidation purposes, net unrealized gains are
deferred and losses are reflected in earnings.

C. Revenue recognition

Revenues from the sale of refined metals, ferronickel, industrial minerals and metal castings are recorded in the

accounts when legal title passes to the buyer.

Where metals contained in concentrate are sold under contracts, estimated revenues are recorded in the accounts '
during the month when the concentrates are produced. The estimated revenues may be subject to adjustment on or !
oefore final settlement, usually three or four months after the date of production, to reflect changes in metal market {
prices and weights and assays.

) sl

D. Valuation of inventories
Inventories are valued as follows:

(i) Metals inventories are valued at the lower of cost and net realizable value. Cost includes direct labour and material
costs as well as administrative expenses at the operating properties but excludes development and preproduction
expenditures and depreciation.

The cost of inventories derived from the Company’s ore is determined monthly on a “last-in, first-out” basis, the cost
of inventories derived from the subsidiaries’ ore and other sources is determined monthly on a “first-in, first-out”
basis; and

(i) Supplies inventories are valued at the lower of average cost of acquisition and replacement cost.

E. Property, plant and equipment
Property, plant and equipment and related expenditures are accounted for as follows:
(i) Allproperty, plantand equipment and related deferred development and preproduction expenditures are generally
recorded at cost and include, where appropriate, the fair value adjustments referred to in policy A (i) above.
Investment tax credits related to plant and equipment expenditures are recorded as a reduction of the cost of the

related asset:
(i) The Company depreciates plant and equipment on a straight-line basis over the lesser of their useful lives or the .
lives of the producing mines to which they relate, limited to a maximum of twenty-five years. Generally the subsidiary
companies calculate depreciation on a straight-line basis at rates varying from 5% to 25%. Depreciation is provided
on the unit of production basis by the Company's Wesfrob Mining Division and by Corporation Falconbridge
Copper for certain of its properties;
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(iii) Idle plantand equipmentresulting from temporary curtailments of operations continue to be depreciated. Care and
maintenance costs during standby periods are expensed as incurred;

Idle plant and eguipment resulting from the termination of operations are carried at estimated salvage value. Upon
sale or abandonment, the cost of the fixed assets and the related accumulated depreciation are removed from the
accounts and any gains or losses thereon are taken into earnings:

(v) Depletion of properties is provided over a period equal to the lesser of the estimated life of the resources recoverable
from the properties, or twenty-five years;

(vi) Developmentand preproduction expenditures are capitalized until the commencement of commercial production.
These, together with certain subsequent development expenditures which are also capitalized are amortized over
periods not longer than the lives of the producing mines or properties, limited to a maximum of twenty-five years:
and

(vii) Repairs and maintenance expenditures are charged to operations or development and preproduction; maijor
betterments and replacements are capitalized.

(iv

Exploration

Exploration costs incurred to the date of establishing that a property has reserves which have the potential of being
economically recoverable are charged against earnings; further costs are generally capitalized and then amortized as
appropriate under policy E above.

Research and process development
Research and process development costs are charged against earnings as incurred.

Retirement plans

The costs of retirement plans are charged against earnings in the year required fundings are payable and include
amounts for current service and amortization of past service costs. Past service costs are generally being amortized and
funded over periods of up to fifteen years.

Income and mining taxes

Allcompanies follow the deferral method of applying the tax allocation basis of accounting for income and mining taxes.
Under this method timing differences between the pericd when income or expenses are reported for tax purposes and
the period when they are recorded in the accounts result in deferred taxes.

Where appropriate, income taxes and withholding taxes are provided on the portion of any interest in consolidated
foreign subsidiaries’ undistributed net income since acquisition which it is reasonable to assume will be transferred in a
taxable distribution.

Stock option plan

The cost to the Company of shares optioned under the plan is allocated over a period of four years from the date options
are granted, according to the terms of the plan, and is measured as the amount by which the quoted market value of the
Company's shares covered by the grant exceeds the option price specified under the plan throughout the period that
options remain outstanding.

Stock option plan costs expensed are included in the accounts payable and accrued charges classification of the
statement of financial position until the options are exercised (see note 9 C (i), page 33).

Interest costs

Interest costs incurred prior to the commencement of commercial production for projects which are specifically
financed by debt are capitalized. Interest costs incurred after the commencement of commercial production are
expensed.

Earnings per common share

Earnings per common share are computed using the weighted average number of shares outstanding during the year
(excluding shares held by subsidiary companies).

The preference shareholder's prior claim is deducted from earnings for purposes of this calculation.
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(Incorporated under the laws of Onlario .

CONSOLIDATED FINANCIAL POSITION

ASSETS
December 31,
1980 1979
(000's) ~(000's)
CURRENT:
Cash and temporary investments, at cost which apprommates
marketvalue ... ... ... et it ST e e AT $ 243,080 $ 259,353
Accounts and metd\s settlements receivable (note 11, page 33) e 108,938 155,980
Inventories of metals (note 6, page 29) . . . . .. S AR SR NS W 145,384 80.664
Inventories of supplies . . . . . S Ral e e e S S R : 50,923 40,369
548,325 536,366 |
PROPERTY, PLANT AND EQUIPMENT (note 7, page 30):
Producing assets —
Plant and equipment, at cost . . . . ) R Cpenpegamae  7al S 663,122 626.579
Land and properties, atieast. in  ts st S0 e e e : Tk t 24,613 24,248
687,735 650,827 .
Less accumulated depreciation and depletion .. ... ... .. .. 401,547 373,940
286,188 276,887
Development and preproduction expenditures, at cost less amounts written off . 104,323 87,749
390,511 364,636
Non-producing assets —
Properties and projects, at cost less amounts writtenoff . .. .. ... .. .. 115,620 105,743
506,131 470,379 !
.5
?
OTHER: !
Investment in associated and other companies (Statement 5, page 42) ... .. .. .. .. 100,442 57,33+
Deposits, long-term accounts receivable and other assets, atcost . . .......... : 2,169 2,533
Debt discount and issue expenses, at cost less amounts writtenoff . ... ... .. .. : 2,027 2,756
104,638 62,626

$1,159,094  $ 1,069,371 .

(See notes to consolidated financial statements)
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STATEMENT 1

LIABILITIES AND SHAREHOLDERS EQUITY

< rp——

December 31,

| 1980 1979
i (000's) ~ (000's)
CURRENT:
| L s R R R R B ol ) el B
Accounts payable and accrued charges (note 3, page 28) . . ................... 96,197 72,770
Salaries and wages payable . . . . ..... e e oL 23,169 17,976
Income and other taxespayable . . ................. B e RO R 43,347 46,130
; Long-term debt maturing withinoneyear . .............. .. ... 18,418 14,422
l 186,206 155,483
| LONG-TERM DEBT (notes 3 and 8, pages 28 and 31).
| Falconbridge Nickel MinesLimited . .. ... 167,678 171,994
’ Falconbridge Dominicana, C. porA. . ............... R 103,850 108,394
GtHERCOMPANIES <t e e e sl S S P R S s e S 14,273 6,782
285,801 287,170
. DEFERRED INCOME AND MINING TAXES (note 5, page 28) .................... 85,284 41,973
' MINORITY INTEREST (Statemnent 4, page 36) .......... .. FOl L R 95,662 88,824
COMMITMENTS AND CONTINGENCIES (note 11, page 33)
PREFERENCE SHARES (note 9, page 32):
Authorized:
7 000,000 Preference shares of the value of $25 each (3,000,000 shares in 1979)
Issued:
None at December 31, 1980 (3,000,000 sharesin 1979} . .. . .............. 75,000
COMMON SHAREHOLDERS' EQUITY:
Capital (note 9, page 32) —
Authorized:
25,000,000 Common shares without par value
Issued:
5,024,755 Commenshares ... v g BAGERCL PN i T s R 89,368 89,368
Retained earnings (notes 8 and 10, pages 31 and 33) ... .. 2O WER TR e Ll 419,952 334,732
509,320 424,100
Less 45,483 Common shares held by subsidiary companies, atcost............ (3,179) M__(SJ 79)
506,141 420,921

On behalf of the Board:

Director Director

. $1159.094  $1,069371




FALCONBRIDGE NICKEL MINES LIMITED STATEMENT 2

CONSOLIDATED EARNINGS AND RETAINED EARNINGS

CONSOLIDATED EARNINGS

(See additional details — Staterment 4, page 36) Year ended December 31,

T 1 DB 0 21979 1978
~ (000's) (000's) (000's)
Bovenues. ... .. .00, a0 e i cois e el s T S e R $ 757,815 $ 789,418 $ 508,211
Operating expenses:
Costs of metal and other productsales .« .. oo i it i i 455,793 469,083 379,995
Selling, general and:administrative: o5 i s i s s SRR, 40,114 34,136 29,932
Davelopment-and preproduehion st o i e i L S e 23,820 11,019 11,731
Depreciation and depletion .. ... .... R R R S e (R s AR e ST 30,311 31,613 29,182
Other charges (note 14, page )i s s i e e o s s 15,306 e |
565,344 = 545851 450,840 {
Qpefating:profit. ... i b G e S e T e 192,471 243,567 57,371 ‘
Interast andiotharinCome .« 1 i o1 o s SRR R L £ e e e 37,466 21,815 8,183 !
229,937 265,382 65,554 5
Interestand debtexpanses. T il oo Sab i e R e (e 39,112 36,089 33.690 |
Exblogationiinotes] 2 page 38 ) i i T R b Sl e e 28,284 14,297 7,662
Research and proeess developmients &« b e a gl s aiia 6,636 3960 3,086
74,032 54,346 44,438
155,905 211,036 21,116
Income frominvestmentin associated and other companies (Statement 5, page 42). 9,588 17,589 4,751
Earnings before taxes and otheritems . . ......................... ... ..., 165,493 228,625 25,867
Income and mining taxes (note 5, page 28):
CUIBAY, & s o, s SRS M B R e e 48,227 54,100 19,087 .
Deferred™. =50 5 g R R s N R SR e 31,873 36,898 (6,466)
80,100 90,998 12,621
Earnings before minority interest and extraordinary item . . . ... ... ... .. .. .. 85,393 137,627 13,246
Minority shareholders’ interest in earnings of subsidiary
companies (Siatementd FRage 80 ): <5t ek S B 13,971 27,066 7,428
Earnings for the year before extraordinaryitem . . . ...................... .. 71,422 110,561 5818
Extragrdinary item.(note: 2 page 28) s e i e e e 37,700 20,000
Eamingsior e Vear: - oo s e e e e e gl S 109,122 130,561 5,818
Dividend requirement on preference shares .............c.covviiiniinenn., 6,475 5911 4732 ‘
Earnings applicable tocommonshares ... ............... ... .. ... ... ... w $ 124,650 $§ 1,086 '-\
Earnings per common share:
Beforeextraordinanyitami. . i st i st e et BN E e $13.04 $21.01 22¢
Extractthnangitemy, 5 i o SR el Rl e SR e S R e ey 7.57 4.02 o
Fortheyear........ d i, Rl G S R St A S e A e i $20.61 $25 03 22¢
CONSOLIDATED RETAINED EARNINGS
Retained earnings,:beginningiof year- .« sieim imaiaas o Sia g $ 334,732 $ 225,020 $ 223,934
EarningstorthelVedr o i g it e e e S G S S 109,122 130,561 5818
443,854 355,581 229,752 I
Dividends: :
Common shares (per share: 1980 — $3.50; 1979 — $3.00: 1978 — Nil) . . .. (17,427) (14,938)
Preference shares (per share; 1980 — $2.158: 1979 — $1.970: .
19785 BT o iy f e s AR e el G SR T e e (6,475) (5,911) (4,732)
Hetained earnings. end oA s ST S e S e $ 419,952 $ 334,732 $ 225,020

(See notes to consolidated financial statements)
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FALCONBRIDGE NICKEL MINES LIMITED STATEMENT 3
{"
i CHANGES IN CONSOLIDATED FINANCIAL POSITION
Year ended December 31,
1980 1979 1978
(000's) (000's) (000's)
Sources of working capital (funds):
Operations —
Earnings for the year before extraordinaryitem........................ $ 71,422 $ 110,561 $ 5818
Charges (credits) not requiring outlay of funds:
5 DapreeialioiERd GapleHOR e 2 e e i Sl st v bR 30,311 31,613 29,182
{ DeveloprentigndipraproduEl Oz c sl o v e s 23,820 11,019 11,731
! Amortization Gl dent e penSes s sl T e 175 223 269
Income:ard:miNINGIaXeSHeIRred & uw fiit s it v s i tn s e e 30,729 38,286 (6,4686)
Minority shareholders’ interest in earnings of subsidiary companies . . . . . 13,971 27,066 7.428
@dins onidisposaloffixed assetsnetnin b ims O v S iR (449) (107) (1,198)
Gains on disposals and write-off of investments, net.................. (631) (1,666) (245)
{ Interest in earnings of companies accounted for on an
| equity basis in excess of dividends received .. ..................... (1,357) (8,669)  (1,191)
| TOtal O DRI 5 TR 1 ol e L e 167,991 208,326 45,328
Cash proceeds from disposal of investments (note 2, page 28) . . . ......... 9,165 6,890 381
Proceeds from disposal of fixed assets . ot R A a 1,561 1,962 1,859
Issue of common shares, stock options exermsed (nole 9 page 32) ........ 8 360
Decrease (increase) in other non-currentassets .................. e 364 189 (204)
Reclassification of long-term debt maturing withinoneyear. . ............. 7,828
179,081 217,375 55:652
. Applications of working capital:
Redemption of preference shares . e e e e R S 75,000
Property, plant and equipment expendltures Mo R T, =G e ST 50,116 34,072 29,197
Development and preproduction expendnures ................... s 40,879 24,280 13,767
Dividends paid by consolidated subsidiary compamea and purchase
of minority interest of $3,033,000 in 1978 . L SR 7,133 4,425 4,756
Decrease in long-term debt. net . N e R B e e LR 815 7,650 3,908
Dividend payments on the preferencc shares ..... o i S e s B el 6,475 5911 4.732
:) Dividend payments on the common shares . e e O R 17,427 14,938 e A
\ 197,845 91,276 56,360
|' Increase (decrease) in working capital during theyear . . ... .. ... ... .. i $ (18,764) § 126,099 $ (808)
Changes in components of working capital:
Increase (decrease) in current assets —
Cash andtemporasanvesimans s wai i i S R e R $ (16,273) $ 155827 $ (17,761)
Accounts and metals settlementsreceivable . . ... ... . ... ... (47,042) 25,301 44 717
INYeNIOREs & e et e e s e e e 75,274 3.008 (50,281}
11,959 184,131 = (28,325)
Increase (decrease) in current liabilities —
Bank indebtednessidi-sm Sk pondias ot L el e LS S R T T 890 105 (6,621)
Long-term debt maturing wnhm OB EAL 7 T i A e et e L 3,996 8,584 (7,.414)
@thercirtentligbiliies ol Sani S ey 5 i b il S F ey 25,837 49343  (8,482)
30,723 58,032 (22,5617)
Increase (decrease) in working capital duringtheyear . ...................... (18,764) 126,099 (808)
] Working capital, beginningofyear....................... e A Ry e 380,883 254,784 255,592
; Working capital, end of year .. .. . S ST v R T e AR, o $ 362,119 $ 380.883 § 254,784

. (See notes to consolidated financial statements)
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FALCONBRIDGE NICKEL MINES LIMITED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS .!

1. Accounting policies :
The principal accounting policies followed by Falconbridge are summarized on pages 22 and 23.

2. Extraordinary item
As a result of the public offer made by The Superior Qil Company, Houston, Texas (Superior), to purchase all of the capital stock of
Canadian Superior Oil Ltd. (Canadian Superior), at a price of 1.145 common shares of Superior and U.S. $25.00 cash for each
share of Canadian Superior the Company received, on January 29, 1980, 336,793 shares of Superior (with a quoted market value
of $59,214,000) and Cdn. $8,534,000 for its 294,143 Canadian Superior shares, which were carried in the Company's accounts at
$17,465,000. The transaction resulted in a gain of $37,700,000 (net of a $12.583,000 provision for income taxes).

The extraordinary item for 1979 of $20,000,000 reflects the reduction of deferred income taxes resulting from the carry-forward of
prior years' losses. |

3. Translation of foreign currencies

(a) Iftranslated into Canadian dollars at the year end rates of exchange, long-term debtas at December 31, 1880 would increase by
$29,235,000 to $315,036,000 (at December 31, 1979 it would increase by $27,925,000 to $315,095,000). This change is not
necessarily indicative of the amount repayable when the obligations are retired.

(b) Net realized exchange losses on foreign currency transactions amounting to $407,000 in 1980 (1979 — gains, $1,151,000;
1978 — gains, $28,000) have been charged to earnings; net unrealized gains on translation of foreign subsidiaries' financial ‘
statements for consolidation purposes, before minority interest, amounting to $12,144 000 at December 31, 1980 (1979 — i..
$10,582,000; 1978 — $12,729,000), have been deferred and included in accounts payable and accrued charges.

(c) The average and year end rates of exchange for foreign currencies in which Falconbridge conducts a significant portion of its
business were as follows:

~ US.$1=Cdn. $ e Norwegian Kroner 1 = Cdn. $
1980 1979 1978 1980 1979 1978
Average fortheyear.......... $1.97 SNl T $ 1.15 $ 024 $ 0.23 $ 022
AEYEarend .« ol st CR e e A e 1.19 1= 1.19 0.23 0.24 0.23

4. Retirement plans
The Company and certain of its subsidiaries maintain retirement plans providing retirement, death and termination benefits for .
substantially all salaried and hourly rated employees.
Total pension expense for the year was $12,850,000 (1979 — $8,798,000; 1978 — $9,741,000) including past service costs of
$6,317,000 (1979 — $3,238,000; 1978 — $4,584,000). Based on the most recent actuarial evaluation, the unfunded past service
costs for all pension plans in effect at December 31, 1980 are estimated to amount to approximately $47,000,000 (1979 —
$52,500,000; 1978 — $32,500,000) including $24,000,000 (1979 — $36,500,000; 1978 — $18,000,000) which is computed to
have vested. The companies’ present intention is to provide for the unfunded past service costs over periods of up to fifteen years.
5. Income and mining taxes
(a) Consolidated income and mining tax expense consists of the following:
1980 1979 1978

(000s)  (000's)  (000's) 5

Canadian taxes — ]
Current . A L iRy e e B S e DR e R e $45844 $51,482 § 18,026
Deferred . .......... e A e e ne e e S S S e T 35,296 32,985 (179)

81,140 84,467 17,847

Foreign taxes —
GUREBHt s ot

................................................. 2,383 2618 1,061
Deferred:. .. ..o .o o by

.......................................... (3.423) 3913  (6.287)
(1,040) _ 6531 _ (5,226)
$80,100 $90998 §$ 12621

(b) The provision for consclidated deferred tax expense results from timing differences between the period when income or

expenses are reported for tax purposes and the period when they are recorded in the accounts. The sources and tax effect of
these differences are as follows:

1980 1979 1978
(000's) (000's) (000's)

Depreciation claimed for tax purposes over (under) depreciation expensed

in the accounts,net.......... IR sy e e e A e $ 9069 § 3543 $ (3,072)
Exploration, preproduction and mine development costs claimed for tax purposes

over (under) amounts expensed in the accounts, net .. .. ... ........... .. .... 7,970 12,282 3,702
Inventories recorded in accounts on LIFO basis and on tax returns on FIFO basis . . .. (9.229) 4262 (4,500)
Noneapitallass o ~ o it Al S Lt L e s L 29,756 15,606
Expensas liosses)oatiedomvalrd i s ke s SRR e e e ey (2,060) 2,754 (3,618)
.8) 7] et Reh e er el e e S T e T e e s R e (3,633) (1,549) 1,022

$31.873 $36898 § (6.466)
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At December 31, 1980 deferred taxes on the statement of financial position amount to $85,284,000. This amount will be
reflected as a component of current tax expense in subsequent years as timing differences are reversed.

(c) The difference between the amount of the reported consolidated provision for income and mining taxes and the amount
computed by multiplying the earnings before taxes by the Company’s statutory tax rates is as follows:
1980 1979 4 1978
Federal and  Provincial Federal and  Provincial Federal and  Provincial 2
provincial mining Foreign provinciel mining Foreign provincial mining Foreign
income lazes taxes _laxes Total income taxes laxes laxes Total incame tazes taxes laxes Total
{000s) 1000's) {000°s} 1000's) (000s) {000's) 1000°s) 1000's) 10007 1000's) (000's) 1000's)
Eamings before taxes . . . .. $162.414 $162414 $ 3,079 $165493 $198,662 $108,682 $ 29,943 $228625 $ 38,340 $ 38,340 $ (12,473 $ 25.@
Statutory tax rates . ... 51% 7% 6% am% 29% 4% 4g% 8% 4B%
Earnings before taxes St e T R P e e =
§ multiplied by the statutory
taxratesy o aleia o $ 82831 $ 45476 $ 1,670 $ 97,354 § 57618 $ 14,672 $ 18787 $ 6901 § (B.112)
Toxes reported in accounts . 52,179 26,961  (1.040) $ 80,100 55756 28711  E531 $ 00998 10590  7.257  (5.226) $ 12621
Ditference to be reconciled . $ (30,652) $ (16,515) $ (2,610) $ (41,598) $ (28,907) $ (8,141) $ (8197)8 35 $  BB6

l Reconciliation, tax effect of —
] [1) Non-claimable expenses. $ 2,125 $ 12,106 $ 4,778 $ 2498 $ 14339 $ 1075 $ B60 S 3695 % 163
[ (2] Resource, depletion,
processing and inventory
allowances.......... (30,723) (11,352) (844) (37,068) (22,438 (393) 18,966)  (2,823)
(3) Adjustments because of
differences in companies’

statutory tax rates . . . . . 207 (3,241) 2,057 (739)  (5,353]  (1,395) (765) 1,126 2,498
(4} Increase in unrecorded
deferred tax debit . .. .. 2,384
{5} Non-taxable income . . . . (2,261) (14,028) (8,601 (6,291) [(15,455]  (7.428) (15100  (1,642)  (1,775)
. $ (30,652) $ (16.515) $ (2,610) $ (41,598) S (28,907) $ (B.141) $ (8197)% 356 $ 886

*Average determined from the graduated scale which ranged from 0% to 40% from January 1, 1878 to April 10, 1979 and 0% to 30% from April 11, 1978 to December 31, 1980.

(d) No taxes have been provided by the Company in respect of the earnings of its wholly-owned subsidiary, Falconbridge International
Limited (Bermuda), as a result of the present intention not to transfer, to Canada, its earnings of U.S.835,592,000 accumulated
to December 31, 1980 (U.S.$20,459,000 to December 31, 1979).

(e) Falconbridge Dominicana, C. por A. (Falcondo), a subsidiary company, has received income tax assessments from the

Dominican Government for the 1972 and 1973 fiscal years approximating Cdn. $5,800,000. Falcondo is presently appealing

\ these assessments, the outcome of which management cannot reasonably predict. As a result no provision has been made by
the company or in the consolidated accounts.

6. Inventories of metals
Consolidated metals inventories consist of the following:

1980 ; 1979
Metals Metals

in Finished in Finished

process metals __process metals

(000's) (000's) (000's) (000’s)

Derived from:
COIMPRIVEIOE. S il 68 b Sl aei i e s s e st $ 20,267 $ 50,234 $ 14460 $ 18,168
SUBSHNBRBS S ot e o L i T SRR sl e i T i 6,990 50,532 5,593 37,922
¢ ONherSoIEEBSs). & ...« oty A L Tt s N e e 10,693 6,668 3,535 986
$ 37,950 § 107,434 $ 23588 § 57076
. Tatakinventories BRMBIAIS - o ati s S aiabh Sl il $ 145384 $ 80,664

For information on the effect of general inflation on inventories and the current cost of inventories, see page 46, “Impact of inflation
— financial reporting and changing prices.”
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FALCONBRIDGE NICKEL MINES LIMITED

7. Property, plant and equipment

(a) The following table details the consolidated property, plant and equipment on a functional basis (see note 3 (b) of the notes to
statement of segmented information, page 38):

1980 2.7 1979
Accumulated Accumulated
depreciation Net book depreciation Net book
Cost and depletion _ value _Cost_ and depletion value
(000's) (000’s) (000's) (000's) (000's) (000’s)
Property, plant and equipment: i
Producing assets — }
Plant and equipment: i
Mines, mining plants and
ancillary mining assets ............. $400409 $255220 § 145,189 $ 378,050 § 241,144 $ 136,906
Smelter . fws S i e s e 107,963 30,644 77,319 104,633 27,383 77.250
RO MEEY o £ el Fo, e g S 97,876 62,233 35,643 89,999 56,457 33.542
Townsites and other company
housing .. 25w e PR LS 16,972 11,394 5578 16,844 10,276 6,568
Transportation assets and
TACTHINES o s s e S s e o % A e osh 10,314 9918 396 10,150 9,771 379 |
Other: 7 ... 2h re e Sesdriin o et ey 29,588 14,730 14,858 26,903 13,039 13,864 \
663,122 384,139 278983 626,579 358070 268,509
Properties -0 o e s daion T asiee 8 22,887 17,408 5479 22,489 15,870 6,619
Land. o | e el S e e 1,726 1,726 1,759 1,759
24,613 17,408 7,205 24,248 15,870 8.378
$687.735 $401547 286,188 $650,827 $373,940 276887
Non-producing assets o m e dis it 40,273 30,881
326,461 307,768
Development and preproduction expenditures: .
Producingiassels o i g i = S g 104,323 87,749
Non-producing:assets . o i i v o nt oy 75,347 74,862
179,670 162,611
$ 506,131 § 470,379

For information on the effect of general inflation on property, plant and equipment and the current cost of property, plant and
equipment, see page 46, "Impact of inflation — financial reporting and changing prices.”

(b) The following assets are included under the caption “"Non-producing assets”:

3

Company and project 1980 1979 {
Falconbridge Nickel Mines Limited — (0007s) (000's)

Eraserimines()ia. el s oiee e e cloite sl R s A R $ 50,835 $ 32,171

Other projegis(il)hi iy s fmlmeai i | e R e % 1 5677 5577
Corporation Falconbridge Copper —

Gorbetmine (1) Tl vl e s o e s Ll e USRI - T 24,229

Ethar il =i, - B0 ke al et e SR Bt L e e A e e s 231 127
Falconbridge Nikkelverk Aktieselskap —

R fols =T Tl T W ol o s {2 i TH NS Ao S i R P ol T S 9,017 672
Kiena Gold:Mines Eimiadi(i)s s Tt Jars o s TR e s A e = 8,916 2,763

New Quebec Raglan Mines Limited —
Subsidiary's Cape Smith-Wakeham Bay properties (i) . . ............ ... ......... 35,185 34,031
Other subsidiary companiastprolaets Ul s s i s S RS el i 5,759 6,173
$ 115,620 $ 105

(i) Inthe preproduction or construction stage; Corbet mine commenced commercial production in January, 1980

(i) Includes the costs related to certain projects upon which further work has been suspended pending more favourable
economics. Falconbridge believes these costs will be recovered. .

(i) Exploration, development and other expenditures relating to New Quebec Raglan Mines Limited (a 68.4% owned subsidiary)
and its wholly-owned subsidiary company, Raglan Quebec Mines Limited, incurred in the development of the latter
company’'s Cape Smith-Wakeham Bay properties.
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These costs have been capitalized with the intention that they will be amortized by charges against income from future
mining operations. Since 1971, when underground work on the properties was suspended, studies have continued on the
feasibility of alternate methods of bringing the properties into production. Profits commensurate with the risks of operating in
such a remote northern location must be indicated before development to production. The exploration permits and
development licences pertaining to these properties expire in 1982 and the Company believes that new permits will be issued.

8. Long-term debt

A. Details of long-term debt are as follows: 1980 1979
(000's) (000’s)
(i) Falconbridge Nickel Mines Limited
7.75% Sinking fund debentures maturing February, 1991 (a) ......................... $ 43,750 $ 45,000
8.85% Sinking fund debentures maturing May, 1996 (U.S. $47,000,000)(b) ... ......... 48,028 51,094
Bank loan due December 31, 1986 (18.5% at December 31, 1980)(¢) . .. ............. 75,900 75,900
Total (1980 net of $793,000 maturing withinonevyear) ............... ... ... § 167,678 $ 171,994

(a) The Company is required to make sinking fund payments sufficient tp retire $1,250,000
principal amount of the 7.75% debentures in each of the years 1981 to 1990.

(b) The Company is required to make sinking fund payments sufficient to retire U.S.$3,000,000
principal amount of the 8.85% debentures in each of the years 1982 to 1995.

(c) The bank loan is part of a line of credit of $180,000,000 extended by a Canadian bank
until December 31, 1986. Interestis payable monthly atthe rate of !4 of 1% over the bank’s
minimum commercial lending rate.

(i) Falconbridge Dominicana, C. por A. (Falcondo) (RD$1 equals U.S.81)
(a) Due to Loma Corporation (Loma)* (Payable in U.S. currency) —

8.7:3% seres Crdemand Moigaee Nolesie e iir i i ol Ssi Tl BTG G RD$ 60,950 RD$ 68,570
8:5% Series: B demand istibordinated i ROTasErss #a i s tae e 18 LT i e i 34,000 34,000
94,950 102,570

* Payment will only be demanded under certain specified circumstances, the most

significant being to meet payments due on notes of Loma (a U.S. financing
company) issued in the same principal amounts and at the same interest rates as
the above demand notes, as follows:

8.73% Series C secured sinking fund notes, due in semi-annual payments
of U.S.$5,080,000 1981 to 1986 inclusive (this schedule of repayments
reflects the 1978 deferment of principal repayments aggregating
U.S.$15,240,000); and

8.5% Series D guaranteed sinking fund notes, due in semi-annual payments
of U.5.83,400,000 1987 to 1991 inclusive.

15 (b) Due to International Bank for Reconstruction and Development (IBRD) —
| 7% Loans, due semi-annually to 1984, payable in various currencies ............... 14,620 17,139
109,570 119,709
(c) Housing —
9.5% Mortgages on houses repayable monthly to 1993 in Dominican Republic currency 1,873 1,969
(d) Contingent monthly payment subordinated notes (Payable in U.S. currency) —
Advances from the Company and the other sponsor under the terms of the agreement
which requires the Company and the other sponsor to provide, respectively, 60%
and 40% of the funds required by Falcondo to meet its cash requirements — interest
rates vary from 12% to 15.5%, due not later than December 31, 1991 . .......... ... 14,223
(e) Other—
Unsecured borrowings payable in U.S. funds, bearing interest at 10.5%, due in semi-annual
Sl eRS do BN . i v e TRt Wl oW o0l ot ot : 1,714
127,380 121,678
LLess long=term debl-maturing Within:OReNMOAE: v Ll Lo il s i e S e oo sianels sedila’s %% 14,264 11,144
Total — As reported by Falcondo in Dominican Republic currency, translated at year-end
rates oleXehNaNaEEER o e s R e T e e e e R IR P IS 6 RS T 10:534
Total — Expressed in Canadian currency and reflecting consolidation adjustments and
Falconbridge’s translation policy (1980 net of $17,028,000 maturing within one year) . . . $ 103,850 $ 108,394
(i) Other companies A
Various maturity dates and interest rates.
Total (1980 net of $597,000 maturing withinoneyear) . ....................cuvn... $ 14273 $ 6,782
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(iv) Maturity and sinking fund requirements ‘
Maturity and sinking fund requirements (stated at 1980 year-end rates of exchange) for the next five years are as follows:

1981 — $18,418,000 1984 — $23,411,000
1982 — $22,782,000 1985 — $18,398,000
1983 — $23,396,000

B. Guarantees, covenants and restrictions: ; o
(i) Falconbridge Nickel Mines Limited (the Company) has guaranteed portions of the long-term debt and other obligations of
Falconbridge Dominicana, C. por A. (Falcondo), the details of which are as follows:

(a) Loans to Falcondo amounting to RD$109,570,000 are secured by a first mortgage on the assets of the project
which have a net aggregate carrying value of RD$170,705,000 at December 31, 1980. The Company has agreed to
buy all ferronickel of commercial value produced by Falcondo and is also obligated to provide 60% of the funds
required by Falcondo to enable it to meet its operating costs and debt service obligations in the event receipts
fram the sale of ferronickel produced by Falcondo and other receipts are insufficient for that purpose. (The Company y
has been required since July, 1980, in accordance with the terms of the financing agreements to provide funds totalling
U.S.$8,534,000, representing 60% of the total amount required by Falcondo to meet its cash requirements. The funds
so provided to Falcondo are evidenced by notes, which are subordinated to all other debt instruments and can only
be repaid under certain circumstances, and bear interest at rates related to the U.S. prime rate which is in effect on the
date the notes are issued). The loans from Loma Corporation are covered by a specific risk insurance issued by the
Overseas Private Investment Corporation.

(b) The Company has pledged all of its shareholdings in Falcondo against repayment of the Loma Series C demand
mortgage notes and the IBRD loans. In addition, the Company has made a direct guarantee for repayment of 60% of the
Loma Series D demand subordinated notes.

(c) In accordance with the terms of the loan agreements, funds of $1,980,000 (1979 — $3,224,000) (included with cash
and temporary investments) are on deposit with the Trustee for use in paying current debt service and operating
expenses of Falcondo.

(i) During the period that the Falcondo loans are outstanding, there are certain restrictions placed on the amount and nature of
borrowing that the Company may undertake. Covenants given by the Company in this respect are substantially the same
(other than the restriction on the payment of dividends) as those given by the Company under its 8.85% debentures which

include limitations as to:

(a) The amount of dividends which may be paid by the Company (see note 8 B (iii) below);

(b) The assumption of additional debt; and

{c) Guarantees which it may give on certain indebtedness of its subsidiary and other companies.

(i) At December 31, 1980, the portion of retained earnings restricted under the 8.85% debenture covenants and not available
for dividend payment and share repurchase was $170,905,000 (1979 — $95,905,000).

9. Capital
A. On April 15, 1980 at the Annual and a General Meeting, shareholders authorized several amendments to the Articles of the
Company including: \
(i) Reclassifying the autharized Class A and Class B convertible shares without par value, whether issued or unissued, as t
common shares without par value.

(i} Increasing the authorized capital of the Company by the creation of —
(a) An additional 17,998,000 common shares without par value; and
{b) An additional 7,000,000 shares, designated as Preference Shares, with a par value of $25.00 each, issuable in series

(i) Providing that the Company may purchase any of its issued common shares.

B. Preference shares
(i) The creation of an additional 7,000,000 shares (see note 9 A above) increased the authorized preference shares from
3,000,000 to 10,000,000 at April 15, 1980.

(i) The 3,000,000 Variable Rate Cumulative Redeemable Preference Shares, Series “A”, which were issued in 1977 to a
Canadian bank, were redeemed at their par value, and cancelled on December 30, 1980. The shares had a cumulative
variable dividend rate calculated on a quarterly basis, equal to one-half of the bank’s minimum lending rate plus 1.5%; and
the dividend rate averaged 8.63% during 1980 (1979 — 7.88%; 1978 — 6.31%).

C. Common shares
(i) The common share capital as at December 31, 1979 was as follows:
Authorized:
7,001,000 Convertible shares without par value
1,000 Common shares without par value
Issued:

BiOSd rEh G Eanveriible Shafes tirers nitaas Mg = e B R e e S S e $89,368,000

*Includes 45,483 shares held by subsidiary companies.
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(i) In 1979, the Company reserved 200,000 unissued common shares without par value for the purpose of granting options to
purchase shares of the Company to certain full time employees of the Company or a subsidiary or associated company. The
price for which the shares may be optioned shall be the closing bid price for the common shares on the business day
immediately preceding the granting of the option less a discount of 10%. Options are exercisable, over a period of four years,
at the rate of 25% of the shares optioned times the number of periods of twelve months each which have elapsed since the
date the option was granted less the agaregate number of options already exercised or surrendered. The optionee may also
be given the right, at the time of exercise, to surrender the right to purchase shares under the options in return for receipt
of cash equal to the excess of the fair market value of the shares over the option price thereof. No options have been granted
to date.

(iii) No common shares were issued during 1980. Under the previous stock option plan, 300 common shares were issued for
g $7.500in 1979; and 14,400 common shares were issued for $360,000 in 1978.

10. |Interest in investees' undistributed earnings
Consolidated retained earnings includes the Company's share of the undistributed earnings of its (i) consolidated subsidiaries: and
(ii) equity accounted tor companies, which, respectively, amounted to $89,627,000 and $15,565,000 (1979 — $82,900,000 and
$14,208,000 respectively; 1978 — $44,186,000 and $5,439,000 respectively).

11. Commitments and contingencies
(a) There are commitments outstanding at December 31, 1980 aggregating approximately $6,200,000 (December 31, 1979 —
$6,700,000) in connection with capital expenditure programs.
(b) The following are under continuing study and discussion with Government officials:

(i) The construction in Canada of facilities for refining ores mined in Ontario. The Company has received, however, an
exemption by the Ontario Government, until December 31, 1989, from a requirement to refine in Canada ores mined from
certain properties of the Company in ©ntario, such exemption being limited to the quantity of nickel-copper matte capable of
producing not more than 100,000,000 pounds of refined nickel per year,

The requirement that, by December 31, 1983, the Company take such steps as are necessary to reduce emissions of
sulphur dioxide from its Sudbury smelter complex so that in the aggregate they comply with the standards prescribed by
the Ontario Government; and

(i) The mounting concern of Environment Canada (an agency of the Federal Government) regarding acid rain and long range

(ii

transport of pollutants
It is presently not practicable to estimate the potential costs to Falconbridge which may arise from these items.

(c) During 1980, 1979 and 1978 a portion of accounts receivable was either sold without recourse or discounted with recourse.
The cost, which was charged against earnings, amounted to $3,603,000in 1980 (1979 — $2,062,000; 1978 — $1,705,000). At
December 31, 1980 the Company has a contingent liability of U.S.$18,180,000 (1979 — U.S.$41,001,000) in respect of
discounted bills of exchange drawn on its accounts receivable.

(d) The Company is committed to subscribe, proportionately with the other shareholders, to an issue of shares by Western
Platinum Limited (the proceeds of which will be used to finance capital expenditures). The Company will acquire 25% of the
shares issued at a cost of approximately $7.500,000.

(e) No material provision for doubtful accounts has been made and none is considered necessary.
(f) See notes 4, 5 (e) and 8 B (i), pages 28, 29 and 32, respectively, which detail other commitments and contingencies.

12. Transactions with related companies
Falconbridge is a member of a group of related companies. The Company's holdings in this group are described in Statement 5,
page 42. Other significant holdings within the group include The Superior Oil Company's (Superior) 24% interest in Western Platinum
Limited (Western Platinum) and its 100% interest in Canadian Superior Oil Ltd. (Canadian Superior). Mclntyre Mines Limited
(Mclntyre), which holds a 36.8% interest in Falconbridge, is owned 26.7% by Superior and 26.4% by Canadian - Superior.

The following significant transactions of an ongoing nature occurred between Falconbridge and other members of the group:

(a) Matte produced from Western Platinum ore is refined on a fee basis and the refined metals are marketed on an agency basis
by Falconbridge. Fees and commissions totalled $7,061,000 in 1980 (1979 — $6,648,000; 1978 — $4,537,000).

(b) The Company engages in a number of mineral exploration programs with Superior and other members of the related group.
The Company's participating interest in these projects ranges up to 51%, and the Company’s cost is equal to its share of the
overall cost.

The most significant of these ventures include:

(i} Exploration and development of the Quebrada Blanca mining claims in northern Chile pursuant to July, 1977 agreements
between the Company, Superior, Canadian Superior, Mcintyre and the government of Chile. The Company's 20%
participation to date has been $4 670,000 of which $2,162,000 was expended in 1980 (1979 — $1,431,000; 1978 —

$1,077.000);
¥ (i) Exploration for minerals in various African countries pursuant to an agreement between the Company and Superior. The
Company's participating interest is 50% and to date $7,545,000 has been expended on these projects, of which $4,799,000
was expended in 1980 (1979 — $2,118,000; 1978 — $628,000); and
(iii) The exploration for diamonds in North America. Participation, with Superior, ranges up to 51% and to date $2,195,000 has

been expended of which $1,762,000 was expended in 1980 (1979 — $433,000).

See also notes 2 and 8 B (i) (a), pages 28 and 32, for other transactions which occurred between the Company and related
members of the group.
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13. Earnings per common share
Earnings per common share are based on the weighted average number of common shares outstanding during each year
(excluding shares held by subsidiary companies) as follows:
1980 — 4,979.272; 1979 — 4,979,184; and 1978 — 4,965,618
The preference shareholder's prior claim is deducted from earnings for purposes of this calculation.

Common shares issuable under employee stock option plans are excluded from the aforementioned weighted average number of
common shares because their dilutive effect is not material in any period reperted. The exercisable options outstanding at the end of
each period are as follows:

1980 and 1979 — Nil; 1978 — 300

14. Other charges
Other charges, in 1980, represent the ongoing costs during the five-month shut down of Falconbridge Dominicana, C. por A.'s
ferronickel production operations.

15. Compensating balances and borrowing arrangements
No company within the Falconbridge group of companies is required to maintain a compensating balance under any borrowing |
arrangement. Falconbridge Dominicana, C. por A.is required, under loan agreements, to keep funds on deposit with the Trustee for il
use in paying current debt service and other expenses (see note 8 B (i) (c), page 32).

The various borrowing arrangements, which have been established over a period of years, are as follows

FALCONBRIDGE NICKEL MINES LIMITED

Tne Company has an unsecured $75,900,000 term loan from a Canadian bank (the Bank) pursuant to a line of credit of
$180,000,000 extended by it to the Company. Use of this line of credit is restricted under guarantees and covenants (see note 8 B,
page 32). Interest is payable at a rate of 4 of 1% above the Bank's minimum commercial lending rate. A fee of } of 1% will apply to
any undrawn portion of the credit, payable monthly. Interest was payable at the rate of 18.5% at December 31, 1980 and averaged
14.69% during the year. The Company has an additional $40,000,000 operating line of credit with the same bank. The interest rate
for this line is % of 1% above the Bank’s prime lending rate. This line of credit may also be used to discount U.S. trade paper at rates
prevailing at the time of discounting. There is no commitment fee on this line which may be withdrawn at the Bank's discretion.

The Company also has two $25,000,000 lines of credit with a second Canadian bank. One line of credit can be converted to U.S.
dollar loans at the bank’s option (exchange risk for the account of the Company). The interest rate for Canadian dollar drawings
under this line is the bank’s prime lending rate. For U.S. dollar borrowings the rate is the bank's IJ.S. base rate. The second
$25.000.000 line of credit is available to discount U.S. trade paper at rates prevailing at the time of discounting. There are no
commitment fees and both lines may be withdrawn at the bank's discretion.

INDUSMIN LIMITED

At December 31. 1980 Indusmin Limited (Indusmin) has an unsecured demand loan totalling $3,842,000 outstanding to a
Canadian bank (the Bank) pursuant to a line of credit of $3,000,000 extended by the Bank. No commitment feeis payable for thisline
of credit which can be withdrawn at the Bank's discretion. Interest is payable at the Bank’s prime lending rate. During the year, the
targest amount of indebtedness outstanding atany one time was $4,91 9,000 and the average was $3,343,000. Interest was payable
at 18.25% at December 31, 1980 and averaged 15.04% during the year. The aforementioned $9,000,000 line of credit may alsc be
utilized by way of banker's acceptances. Indusmin pays 3% of 1% to the Bank for their acceptance. At December 31, 1980 $2,000,000
banker's acceptances were outstanding at an average 14.84%.

Fahramet Limited (Fahramet), a wholly-owned subsidiary of Indusmin, has arranged with a Canadian bank a $7,000,000 revolving
credit and term loan facility, secured by hypothecation of shares of Fahramet owned by Indusmin This loan is repayable in quarterly
installments over a five year period commencing December 15, 1982, The loan gives Fahramet various currency and interest rate
options. No commitment fee is payable for this loan facility. $4,000,000 of the $7,000,000 line of credit ulilized in 1980 was by way of
banker's acceptances. The largestamount of indebtedness outstanding atany onetime in 1980 was $4,000,000 and the average for
the year was $4,000,000. Fahramet pays % of 1% to the bank for their acceptance. Interest was payable at 14.84% as at December
31,1980 and averaged 13.41% during the year.

At December 31, 1980, American Nepheline Corporation (ANC), a wholly-owned subsidiary of Indusmin, has a term loan totalling
1J.S.$2.300.000. from a U.S. bank, secured by hypothecation of shares of Lawson-United Feldspar and Mineral Company (a
wholly-owned subsidiary of ANC). The loan is repayable in quarterly installments over a five year period and bears interest at 1%
above the U.S. dollar London Inter-bank rate for Eurodollars for selected maturities. The largest amount of indebtedness outstanding
at any one time in 1980 was U.S.82,700,000 and the average for the year was U.S.82,500,000. Interest was payable at 12.94% at
December 31, 1980 and averaged 12.70% during the year.

KIENA GOLD MINES LIMITED

Kiena Gold Mines Limited (Kiena) has arranged a $25,000,000 revolving term loan, due December 31, 1986, with a Canadian bank

The loan is secured by a fixed and floating charge upon Kiena's assets. Interest on this loan is payable at J% of 1% above the bank's

prime lending rate. Kiena also has an option to utilize this term loan facility by way of banker's acceptances. Kiena pays 3% of 1% to the .
bank for their acceptance. The largest amount of indebtedness outstanding atany one timein 1980 was $8,100,000, the average for

the term of the loan was $5,700,000 and $8,100,000 was outstanding at December 31. Interest was payable at 15.74% at December

31, 1980 and averaged 12.75% during the term of the loan. No commitment fee is payable for this term loan.
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16.

Reconciliation of earnings (loss) prepared in accordance with generally accepted accounting principles (GAAP) in Canada to
accord with accounting principles which are generally accepted in the United States (U.S.):

Year ended December 31,

o e 1979 1978
(000's) (000's) (000°s)
FRInINgS IOEIheNear, a5 TEPOTIBT = . tiwia s s v s o soi s 367 s wiate dlhiains srals o & $ 109,122 $ 130,561 $... 5818
Deduct extraordinary item, asreported (iv) . . .......... ... ... .. ... T (37,700) (20,000)
Adjustments to accord with U.S. GAAP: :
1. Record long-term debt at exchange rate current at the end of each year (i) (=350 4,050 (13,635)
2. Record gains which were deferred on translation of foreign subsidiaries’
accounts for consolidation purposes (i) ............. .. 1,682 (1,459) 4947
3. Adjustincome tax reassessments (i) ............. ... o it 3,296 (115)
4. Record capitalization of interest cost (i) . .. ...... ... ... ... ... ... e Fragead
Earnings (loss) from continuing operations in accordance with U.S. GAAP ... .. .. 75177 116,448 (2,985)
DispasaliafCangdign Superiorshares (V) . .« i o vue oo vavn vaesiinme o s 37,700
Extraordinanyitem.under:-U.S.GAAP (V) .« < ian 25 s v v w0 Bubon s v il 20,000 w
Earnings (loss) for the year in accordance with US. GAAP .................... $ 112,877 $ 136,448 $ (2,985)
Earnings (loss) per common share in accordance with U.S. GAAP:
Eram o HTHODEEAIONS 140 - 5. o e S e o T s 25 $13.80 $22.20 $(1.55)
Disposal ot Canadian SUPETior ShareS.. .« ... c.u v sl bo oot ieeis e a2 s 7.57
ErOme el ARV IO o 5a beils e s e e ot o s e S SIS, o o o 4.02
EORTHOWEARIS & it won o s iaimnl Sake S R et s o 3R Lt S it iU o 8 $21.37 $26.22 $(1.55)

(i)

(ii)

(iii)

Under Canadian GAAP Falconbridge translates long-term debt into Canadian dollars at rates of exchange prevailing when the
debts were incurred and defers net unrealized gains on translation of foreign subsidiaries’ financial statements for consolidation
purposes. U.S. GAAP require recognition of all gains or losses resulting from translation of foreign currencies at year-end
exchange rates.

Under Canadian GAAP Falconbridge gives retroactive accounting treatment to reassessments of prior years' tax. For fiscal
years beginning 1978, the U.S. professional pronouncements require that the cumulative effect of the lax reassessments be
given recognition in current income.

Consistent with the Canadian mining industry's policy of capitalizing all costs incurred during the preproduction stage of a
project, Falconbridge capitalizes interest costs incurred prior to the commencement of commercial production for projects
which are specifically financed by debt capital. Interest costs incurred after the commencement of commercial production are
expensed.

For fiscal years beginning in 1980 U.S. GAAP require the capitalization of interest costs as part of the historical cost of acquiring
certain assets whether or not the assets are specifically financed by debt.

(iv) See note 2, page 28.
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SEGMENTED INFORMATION (Thousands of dollars)

December 31, 1980

% ownership

EARNINGS (note 3):
REVEIMBS R ete o o e
Operating expenses —
Costs of metal and other product
sales
Selling, general and administrative
Development and preproduction
Depreciation and depletion . .. ..
(HNeg charges . 2% < sees

Operating profit {loss) . . . .

Interest {net] and debt expenses
Exploration . ............ <S55
Research and process development

Eamings (loss) before investment
income and taxes
Investment income

Eamings (loss) before taxes
Income and mining taxes

Earnings (loss) for the year before
other items . . . .

Minority shareholders’ interest in
earnings {loss)

Falconbridge's interest in above
earnings (loss) after consolidation
adjustments (note 3) . . .. ... ..

FINANCIAL POSITION (note 2) —
Working Capital (note 5):
Current assets .. ........
Current liabilities . . . .......

Property, Plant and Equipment

Inotes 3 and B):

Producing assets, at nel book

value —
Plant and equipment .. ... ...
Land and properties . . . ... ..
Development and preproduction

expenditures i

Non-producing assets, at cost less
amounts written off
Long-term debt . ..
Minority shareholders’
interest in equity ........ ...
DIVIDEND PAYMENTS TO
— Company
— Others .. .. ..
CAPITAL EXPENDITURES ..
MARKET VALUE OF FALCON-
BRIDGE'S SHAREHOLDINGS
(note 7) ...

PRINCIPAL LOCATION OF ASSETS . . .

PRINCIPAL PRODUCTS . . .. ..

MAJOR MARKETS FOR
PRINCIPAL PRODUCTS ..........

Oamites
Mining
Integrated Waslrab Corporation  Falconbridge Company Integrated
Nickel Unallocated Mining Falconbridge  Oominicena,  Indusmin  (Proprietary) Consolidation Consolidated Nickel Unallocated
Operations _carparate Division  Copper C. por A. Limited Limited Other adjustments. total Operations _corparate
1100%) 1100%) 1100%) {50.2%)| 165.7%) (69.0%] (74.9%) [nate 3] 1100%) (100%)
(note 2) {note 2) (note 8) [nate 3] [note 3) (note 2) [nate Z)
$350.486 $ 5443 S 18,473 $171,428 $137614 $ 63,945 $ 20003 S 3913 $ (13,500 $757,815 | $348.973 § 58937
182,906 15673 93897 104,214 46536 14121 1560 (13,114) 455,793 208,589
19,604 6,095 2z 1,767 10,332 6,830 2,387 1,284 (6,187) 40,114 17918 4,130
12,430 226 10,011 1,498 3 127 (503) 23,820 5,613
14,729 166 455 3.062 71141 3,016 1.194 404 144 30,311 13,893 306
PCTIE. 0 e el B T e e R R | . il
29669 _ 6,261 _ 16,356 108737 138491 66413 17828 3248 (21660 565344 | 246014 4,436
110,827 (818) 2,117 62691 (B77) 7532 2174 665 8160 192,471 102859 1501
(5,150)  (2,575) (9,955) 13,651 1,332 (133) (37) 4513 1,646 1.571 786
5127 13,560 1,569 214 75 1,738 28,284 2,390 6,848
5,289 £ ey 6636 3,640
6266 10985 (2,386) 13,865 1,754 (133) _ 1702 4513 36,566 7601 7.634
104,561  (11,803) 2117 65,077 (14,742 5,778 2.307 (1,037) 3,647 155,905 95,358 (6,133)
9489 101 157 1 (182) _ 9,588 17589
104,561 (2,314) 2117 65178 (14,742 5,935 2,307 (1.014) 3465 165,493 95,358 11,456
47,188 (2,001] 614 34,845  (5193) 2,248 920 B9 1,408 80,100 33,145 294
$ 673728 (3138 1503 $ 30333 $ (9549)$ 3687 § 1387 $ (1.083) $ 2056 $ 85393 | $ 62213 $ 11,162
$ 15108 § (2621)$ 1135 § 348 $ 13971
$ 57372 $ (313)$ 1503 § 15152 $ (4516)$ 2398 § 909 § (1.083) $ 71,422 | $ 62213 § 11,162
$324,825 $ 9548 $142,138 $ 80635 $ 26972 $ 8295 $ 2369 $ (46,657) $548,325 $334,899
136411 3027 35155 28691  13.843 4378 3844  (39.143) 186,206 106,718
$ 108,414 $ 6521 $106.983 § 62144 $ 13123 § 3917 § (1475) $ (7.514) $362,119 $ 228,181
$161,548 $ 2922 $ 10225 $ 78,280 $ 20443 $ 3655 $ 1418 $ 482 $278,983 $153.413
3,546 1.838 1.273 b5 886 (404) 7,205 3,789
55,141 S EEgR- T7036 . 85985 o a1 19T (5,748) 104,323 52,705
$220,235 $ 3802 § 27.261 $115474 § 22088 $ 5017 § 2304 § (5670) $390,511 $209,907
$ 67,165 $ 266 $ 639 $ 54,605 $ (7,055) $115,620 $ 40,058
$167,678 $113,763 $ 51985 $ 8278 $ (9,913) $285,801 $171,994
$ 63185 $ 14964 $ B639 § 1548 § 7306 $ 95,662
$ 6,510 $ /725 8 801 % 17 $ 8,063
$ 23,802 3 6,461 $ 326 % 268 $ 30,957 $ 20,849
$ 64,946 $ 484 % 9306 $ 3234 § 3331 5 1706 $ 7988 $ 90,995 $ 37,008
$ 78,116 $ 12,090 $102,856 $193,062
Ontario British Quebec Dominican Ontario. Ontario
and Columbia and Republic Quebec Namibia and
Norway Ontario and U.S.A Narway
Nickel, Iron Capper, Ferronickel Industrial Copper Nickel,
copper and and zinc and minerals and copper and
cobalt copper precious metal cobalt
melals castings
Europe, U.S.A. Canada Europe Canada Europe Europe,
USA. and Japsn  and Europe USA and U.S.A USA
and Japan and Japan and Japan

(See notes to statement of segmented information)

‘

o

k|
T

Wesiroh

Mining

Division 4

(100%)

nele §)

5 21069

1em

en

i
¥

iy

Cor

(il

|5

o
]

o

|



December 31, 1979

December 31, 1978

STATEMEN?

e Dzmites Damites
i Mining Mining
Comporation Falconbridge Company 5 Integrated Wesiroh Carporation Falconbridge i Company
Falconbridge  Dominicana,  Indusmin  (Proprietary) Consolidation  Consolidated Nickel Unallocated Mining  Falconbridge  Dominicana,  Indusmin  (Proprietary) Consolidation Consolic
Copper _C.por A, Limited Limited Other d total Dperalions _corporate Division Copper  C.porA Limited ~_ Limited Other adjustments  tota
TEDw (B57% (B9.0%)  (74.9%) (note 3) (00%  (100%)  (100%)  (50.2%)  (B5.7%)  (69.0%  (74.9%) (note 3|
{note 81 (note 3] (note 2| (note 2) Inate 8) Inote 9] Inote 3|
$204,818 $160,648 $ 56,038 $ 18495 § 3,807 $ (30,367) $789,418 | $209.915 5 2021 $ 13,222 $132.429 $ 89,469 $ 46,686 $ 13,380 $ 2095 $ (1,006) $508,2
100665 116,344 38,858 12222 1,279  (21,704) 469,083 162,737 10,851 87443 76,092 32665 10,079 883 (755) 379,¢
1,654 1,263 5,887 1,821 600 (5,196) 34,136 14,231 3,354 B3 1,060 6,776 5,235 1.313 597 (2,687) 29,8
3973 1,486 30 105 (503) 11,019 4,282 520 4,459 2,844 30 99 (503) 11,
5,211 7,060 2,851 1.080 450 146 31,613 12,006 540 B98 3,816 1621 2,901 663 297 220 2941
111463 132133 47627 15238 _ 2329 _(27.257) 545,851 | 193.256 _ 3894 12332 96768 93333 40831 12374 1777  (3.725) 4604
93,355 28,516 8.411 3.267 1.478 (3.110) 243,567 16,659  (1.873) 890 35,661 (3,864) 5,855 1006 318 2719 523
(4,201) 13,155 1,011 (12) (71) 2035 142714 7,081 3,588 [1,366] 13,825 815 51 (30) 1563 25,8
3,583 153 92 635 14,297 1,215 3515 347 2,163 82 1 333 1.6
| Vi 354 g (34) 3,960 3,006 e e e 132 Ry 02 w288
] (608 13308  1.467 12) 564 2001 32831 f 11282 7108 347 797 13907 %4 81 303 1511 36,2
93,963 16,207 6,954 3,269 914 (6,111) 211,036 5377 18,876) 543 34864 (17,77) 4,901 856 15 1,208 211
A 50 22 (158 17,589 3,966 S 185 :
94,048 15,207 7,004 3,269 936 [6,269) 228,625 5,377 (5,010 543 34864 [(17.771) 4,901 956 800 1208 25,8
47500 5324 2811 1179 215 (1471) 90998 |  (1.181) 279 5 17267  (6.042)  1.836 336 163 (42 128
$46549 5 0883 § 4133 5 2080 $ 721§ (3799) $137.627 | § 6568 § (5.289)S 538 § 17507 $(11720)$ 30658 619§ 637 § 1260 § 13,2
3086 5 2091 § 12748 55 % (10 $ 21,066 S 10040 $ (37065 9428 1568  (4) $ 14
$ 23.277 3‘7::47.§9§ $ 2714 8 1360 $ 730 $110,561 $ 6,558 _S__{{J&) 3 551 § 7,488 %_{5595} $ 2027 8 406 $ 664 $ 58
$128,127 % 83,027 $ 23717 $ 8301 $ 1838 $ (56,296) $536,366 $236,211 $ 6,188 $ 65807 % 56,156 $ 17566 $ 4479 $ 1,887 § (36,068) $352,%
12933 26997 12850  4.841 393 (41615 155,483 77,386 2360 20282 11577 9299 2410 645  (26.508) 974
$ 85194 $ 56,030 $ 11,067 $ 3460 $ 1445 $ (14,681) $380,883 $ 168,825 $ 3828 § 45575 § 44570 § 8267 5 2069 $ 1,42 § (9.550) $254,7
$ 3280 $ 82400 $ 20112 8 4122 8 1276 $ 979 $268,509 $ 146,543 $ 3430 $ 5125 $ 83,204 $ 15831 $ 4438 $ 541 $ 1,151 $266,2
862 1,891 1,303 86 851 |446) 8,378 3,753 50 2,796 1,843 1,333 108 417 (454) 9,c
_ 2520 36,843 403 424 (6.846) 87,749 52124 2016 5351 38,309 434 509 (7.350) 91,2
S_6.662 5‘42_1_13__4 $ 21818 $ 4632 $ 2127 $ (6.313) $364,636 §_2_l]211127f_l $ 5495 SL13.272 $12_E!_._‘_15E! $ 17598 $ 5,055 $ 9?@ § (6,653) $367.6
$ 25,059 $ 632 $ 46457 § (6,464) $105,743 $ 31,298 $ 16,822 $ 632 $ 46510 8 (6,349) S 88,8
{ $108,394 $ 6,557 3 225 $287,170 $173,244 $118,554 5 3018 $ 187 $295,0
| $ 54537 S 17606 $ 7829 5 1468 $ 7384 $ 88,824 $ 35227 $ 15516 $ 6882 3 1212 $ 7,346 $ 66,1
$ 3906 PTG 3 s - e $ 5,610 $ 1302 $ 726 % - 383 5 24
§ 3,876 $ 326 % 269 $ 25,320 $ 4732 $ 1202 $ 3268 132 5 64
995.. $ 10489 5 1022 % 7024 § 772 % 1838 § 58,352 $ 30,429 $ 241 % B8543 8 0043 2024 8% 278% 615 $ 429
| S 85,007 $ 12,806 $ 58,740 $136,733 $ 43,940 $ 11,284 $ 15,786 $ 7,0
Ousbec Dominican Ontario, Ontario British Quebec Dominican Ontario,
and. Republic Quebec Namibia and Columbia and Republic Quebec Namibia
Ontarig and U.S.A, Norway - Ontario and U.SA.
| Copper Ferronickel Industrial Copper Nickel. Iron Copper, Ferronickel Industrial Copper
{ inc ang minerals and copper and and zinc and minerals and
crious metal cobalt copper precious metal
lals caslings metals castings
Canaca Eurppe, Canada Europe Europe, USA Canada Europe, Canada Europe
ad Europe USA and U.S.A USA. and Japan  and Europe U.SA. and U.SA
end Japan and Japan and Japan
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FALCONBRIDGE NICKEL MINES LIMITED

NOTES TO STATEMENT OF SEGMENTED INFORMATION

8

5.

Translation of foreign currencies
Foreign currency items have been translated into Canadian dollars as explained in accounting policy B on page 22.

Integrated Nickel Operations and Unallocated corporate

Included under the caption “Integrated Nickel Operations” are the accounts of the Company and all its wholly-owned subsidiaries
engaged in the integrated operations of mining, milling, smelting, refining and marketing of nickel mainly derived from Canadian
ore. The Integrated Nickel's production operations are interdependent and are carried on in Canada (mainly mining and reducing
ore to matte at Sudbury) and in Norway (matte refining). The Marketing Division is structured to serve worldwide markets and
contracts the processing of material containing cobalt, nickel and other metals, on a fee basis (refined metals produced from these
sources are either marketed on an agency basis or returned to the owner of the material). That portion of the Company's net
corporate expenditures relating to the overall direction and management of other activities of the Falconbridge group of companies
and income from investment in associated and other companies have been segregated under the caption “Unallocated carporate”.
Itis not practicable to segregate the Integrated Nickel Operations and the Company's corporate financial position items

The Integrated Nickel Operations and Company's corporate financial position at December 31, 1980 includes identifiable assets of
$49.914.000 in Norway (1979 — $38,536,000; and 1978 — $34,917,000).

The 1979 Integrated Nickel Operations and Unallocated corporate earnings have been restated to reflect the reclassification of
$2 829,000 commissions earned on certain agency sales.

Consolidation adjustiments

Adjustments have been made on consolidation as follows

(a) Falconbridge Dominicana, C. por A. (Falcondo)
The ferronickel produced by Falcondo is purchased and marketed by the Company. The earnings of Falcondo include profits
on all ferronickel sold to the Company whereas consolidated earnings exclude the profits relating to inventories of ferronickel
held by the Company at December 31, for subsequent resale to customers.

(b) Fair value adjustments
The difference between the interest in the book value of the net assets of certain consolidated subsidiaries and the carrying value
of the investments are accounted for as explained in accounting policy A (i) on page 22. The investment in consclidated
subsidiaries is $10,245,000 less than the equity in net assets of these subsidiaries at December 31, 1980 ($11,682,000 at
December 31, 1979) and this difference is included in the consolidated balance sheet as follows:

1980 1979
Increase (decrease) (000's) (000's)
Property, plant and equipment —
Producing assets
Plantand equipment .. . . ............ $ 5656 % 6007
Accmiiaten doprepiation . -to fi.. A a s L R e i e 5173 5029
Landandproperios el i e S E el o e T e e e 6,100 6,100
Accumulated depletion . ................... L B ety b WA A 6,505 5,847
Development and preproduction expenditures . . ....... .. g B (10,069) (10,664)
Acchmiiatedamentization, B o - s s o se e e S B el (4,321) (3,818)
Non-producing:-assefs’as: (o b s simi s SRV T, bt i sis i ¥ s 4 (4,999) (6,471)
Investment in associated and othercompanies . . . ..., it 50 50
Other ... .. e R o T ol s R s A SRS TR N, e s 374 354
Excess of interest in net assets of subsidiaries over carrying value of investments .. .. ........ $ (10,245) 8 (11,682)

The depreciation, depletion and amortization of the fair value adjustments included in the consolidated statement of earnings
increased the 1980 depreciation and depletion expenses by a net $144,000 (1979 — $1,514,000; 1978 — $34,000) and
decreased the amortization of development and preproduction expenditures by $503,000 in each of the years 1980, 1 979 and
1978.

(¢) Other inter-company transactions have been adjusted to prevent duplication.

Interest in consolidated subsidiary companies’ undistributed earnings
See note 10, page 33, of the notes to consolidated financial statements.

Working capital

(i) Working capital includes the estimated realizable value of metal settiements receivable and concentrates in transit of
$40.128,000, or 37% of consolidated accounts and metal settlements receivable, in respect of cerfain consolidated
subsidiaries (1979 — $74,020,000, or 47%).

(i) See note 8 B (i) (c), page 32, of the notes to consolidated financial statements for particulars of funds held in trust in respect of
Falconbridge Dominicana, C. por A.

Property, plant and equipment
See note 7, page 30, of the notes to consolidated financial statements.




| 7. Market value of Falconbridge's shareholdings

The market values shown are based on Canadian stock exchanges’ closing bid prices at year end. Because of the number
of shares held by Falconbridge (representing control of the companies concerned), the amounts that could be realized if
these securities were to be sold may be more or less than their indicated guoted market value.

8. Wesfrob Mining Division
On January 2, 1980, the dissolution of Wesfrob Mines Limited, a wholly-owned subsidiary was approved. The operation of
the mine is continuing as the Wesfrob Mining Division of the Company.

9. Corporation Falconbridge Copper
The company's name was changed from Falconbridge Copper Limited on April 29, 1980

10. Segmented data
Although the Company and its subsidiary and significantly influenced companies basically constitute a one industry segment
(mining industry) the data contained on Statement 4, page 36, and these notes thereto, presenta more detailed review of the various
group operations. _
{i) The following table shows the revenues of the consolidated companies in the Falconbridge group on a segmented and

roduct basis by amount and approximate percentage:
D Y o A ¢ Year ended December 31,

1980 1979 1978
Amount % Amount % Amount %
i Integrated Nickel and corporate operations: (000's) (000's) (000’s)
i Nickahsmi =t w5 o s A A (TR e $206.719 27 $226,794 29 $158,640 31
Coppere o e, Lot o A ATS O G 62,385 8 44,352 6 20,722 4
10 02 [ e T R R AN e SRS T () it ol 40,158 5 44 197 6 17,619 4
& el e AR R . AL e 3,568 1 2,309 662
b e o o L Y e O A B . 2,396 953 459
Plahnimaiass et SRR S SRS R Y e 8,025 1 8.163 1 2,780 1
Palladium ....... e be s = L Sl A0 3.366 1 2,741 682
OIhereVeRtes: - o5t s ARG e o 29,322 4 25,401 3 10,372 2
Other operations: —3-5—53—39 B 354,910 4-§ M .42
Ferronickel . . Rt s . s 128,340 17 134,310, 17 90,741 18
. (C OPEE Ty, ol L L R R S SRR TN e 98,742 13 115,003 15 81452 16
PAE B e R ¢ ; : 24,073 3 41,445 5 32,892 6
Gold Lyl D I ’ 31,563 4 22,568 ) 15.284 3
B T m e e s i g S 41.487 5 213 6 18,379 3
Industrial minerals
Nepheline syenite ‘ : S el 11,961 2 10,936 1 9711 2
SihearEraie . ol it SJrr A 16,798 2 14,900 2 13.500 3
Aggregates: T e O 7.056 1 5,227 1 o712 1
Steel castings . . . . s N : 23.481 3 20,439 3 14,867 3
Other metals and products T e 18,375 3 18.529 2 14,337 3
401.876 53 434508 55 296,275 58
£ $757.815 100 $789,418 100 $508.211 100

|

i: (i) Sales revenues, by product source, of the companies in the Faléonbridge group which are accounted for on an equity
| basis were as follows:

; Year ended December 31,

i 1980 1979 1978

! Amount % AFﬁqu % 'AH{&;J@; "’/_o
(000's) (000's) (000’s)

£70) (o B o RO AR S e A AT e 2 e $27.968 47 $30.914 37 $22.206 51

Lead FURENG B il Do 3 t 1,443 2 3,729 4 3,119 7

SIVEE sr i, o7, st = Sunt W rGi e Sy g 29,997 51 49417 159 18412 42

$59.408 100 $84,060 100 $43,737 100

(iii) Consoclidated sales revenues by geographical area were as follows:
__Year ended December 31,

et . i b s
|
|
|

1980 1979 1978
Amount % Amount % Amount %
(000's) (000’s) (000's)
Buroperal s asii. ot siiaal 5 B PP e, ey S o $197.639 26 $222.712+ 28 $194.633 38
BT B SR e s B TV s o 282.266 37 249,076 32 166,345 33
. Others e Bl s T i e s vl 51,468 . 7. 67,350 8 54096 11
STotalifersigin yeiats 338 pite o el n . : 531,367 iFQ 539,138 68 415074 82
Canada ... .. . : AL L I el g Rl b Y o 226,448 30 250,280 32 52985137 18
*Worldtotal ............... S T Dol $757,815 100 $789,418 100 $508,211 100
*Includes sales by domestic operations to S i
foreign custormers of. .- i s i R $335.877 $339,936 $287,841




FALCONBRIDGE NICKEL MINES LIMITED

;
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i
%

(ivi Sale of principal metals and products by the consclidated companies in the Falconbridge group were as follows:
Year ended December 31,

1980 1979 1978
Consolidated Company Consoclidated Company Consolidated Company i
total share* total share* total share* |
(000's) (000’s) (000's) {000's) (00Q's) (000's) s
Integrated Nickel Operations: : i
Nickel {pounds).:, «L i i : 54,159 54,159 84,454 84,454 71.341 71,341 !
Copper (pounds) .. cii . oo i o 53,686 53,686 42 460 42 460 30,027 30,027 {
Cobalt (pounds) ... reesmantlaial 1,386 1,386 1,294 1,294 1:255 1,255 {
GO (DUNGES )= w0 5livin ety 5 5 6 6 3 3 i
Silver (ounces) . ;. .. .. soi e SiEnes 108 108 79 79 75 75
Platinum {oUNEes) .. .. o vaiiins 10 10 16 16 9 9
Palladium (ounces) .. .. .......... 14 14 20 20 10 10
Other operations: i
Copper (pounds) . ..... tdan 86,971 49,287 104,459 59,405 108,571 61,142 i
Ferronickel (pounds of nickel) ... .. 34 567 22,710 47,628 31,292 43,477 28,564 !
Iron concentrate (tons) .. .. . .. o 677 677 638 638 560 560
Steel castings (tons, not 000's) . .. .. 5,685 3,924 6,131 4,230 4,869 3,360
Zinclpounds). 5 i e s 50,984 25,594 91,710 46,038 85,337 42,839 i
Gold lounces) . ... .ol ioi 20 44 22 48 24 63 32 i
Silver (ounces) .. .. .. SRRt L 2,011 1,067 2019 1,349 2774 1,462 {
Industrial minerals (tons) — i
Nepheline syenite . ... ........ 429 296 430 297 422 291 |
Siliears o e ! : 977 674 920 635 963 664
Aggregatesi.. . .. s il 2,950 2,035 2,452 1,692 2,405 1,659
Sales cn an agency basis:
Nickellpotings) .. st e el 5612 5195 3,543
Copperipounds)s - emd Brs s anil 3,666 2208 2,049
Cobalt (pounds) ............ Srh 391 208
*Includes the subsidiary companies' sales prorated on the basis of the Company’s percentage ownership. .

(v) Sales of metals and products of the companies in the Falconbridge group which are accounted for on an equity basis were

as follows:
; Year ended December 31, ;
1980 1979 fy - 1978 i
Total Company share” Total Company share* Total Company share*
{000's) (000's) (000's) (000's) (000's) (000's)
Silver founces) . ............ 1,672 807 2,496 1,204 2,763 1,331 1
Eeadi (Bounds) = s iitanlE 3.296 1,596 5.620 2721 7,521 3,642
Gold (ounces) .. . ... 0 v 38 7 753! 14 95 18

*Significantly influenced companies' sales are prorated on the basis of the Company's percentage ownership.

(vi) The following table sets forth certain information respecting metal prices during the periods indicated. The pricing bases used
therein are the most representative prices that the Falconbridge group received for its metal products and metals in concentrates:

Prices at ; ) .

Pricing December 31, Falconbridge (6) average prices during
Metal unit 51980 1980 1979 1978

b pennw Dbt e (LS DONAS) .o seessmsrsarsssanssssssnanzes

Refined gickel. .. ... .. o0 v S pound 8§ 3.24(1) 5825 5 231 & 1.94
Eam@RiCkels o ; 2. s R S e L pound 3.21{1) 3.18 2.41 1.82
B e o] )2 g S G ey L pound 0.86(2) 0.94 0.93 0.64
Galdl sl it sl on, c ot e TR T ounce 589.50(3) 611.03 367.61 205.55
SN ETEa e Li hla Tt o e b e s e ok e ounce 15.65(4) 16.00 16.64 577
I Ll e e Sente, SUMERT SR e ounce 578.00(5) 678.55 421.47 254 41
Gobalt i s i SRR e pound 25.00(1) 24.36 29.12 12:25
(1) Producer prices. (4) Prices quoted by Hardy and Harman, New York. .
(2) London Metal Exchange cash wirebar prices (5) New York Dealer prices.
(3) London Metal Exchange final prices. (6) Includes sales on an agency basis.
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(vii)

(viii)

The following table shows the approximate percentage of revenues, earnings, working capital and property, plant and
equipment of the consolidated companies in the Falconbridge group on a segmented basis (see Statement 4, page 36, for
corresponding dollar amounts).
Property, plant
and eguipment

Revenues (a) __Earnings (b) Working capital (producing assets)
Year ended Year ended Year ended Year ended
__December 31, December 31, _ December 31, December 31,
1980 1979 1978 1980 1979 1978 1980 1979 1978 1980 1979 1978
% % % % % % % % % % % %
Integrated Nickel Operations 46 44 41 80 . =56 113 52 .60 62 56 58455
Unallocated corporate .. . . . 1 1 10 (91)
Corporation Falconbridge

Coppar @it =rar - = . 23 26 26 21 20 4129 29 22 18 7 2 4
Falconbridge Dominicana,

B o] 7 i S S 18 20 18 (6) 4 (113) 14 15 i 30~ .+38 .35
Indusmin Limited . . ....... 8 7 9 3 3= 035 4 3 3 6 6 5
Oamites Mining Company

(Proprietary) Limited . . . .. 3 2 3 1 1 7 1 1 1 1 1 1
Wesfrob Mining Division . . . . 2 3 3 2 4 9 2 3 2 1 1 2
Other consolidated

subsidiafies s . 1 1 (1) 1 11 1 1
Consolidation adjustments . S 2 S e PN 2] CHAIETNA) . o) e (2 ()
Consolidated total . ........ 100 100 100 100 100 100 100 100 100 100 100 100

(a) The 1980 revenues include $144,984,000, 19% of the consolidated total (1979 — $191,748,000, 24%: 1978 —
$118,721,000, 23%) from sales by Corporation Falconbridge Copper to a single customer,

(b) Earnings (loss) contributions are after consolidation adjustments, before extraordinary items.

Segmented earnings (loss) contributions, working capital, capital expenditures and metal sales for the years 1971 through
1980 are presented in the ten-year review on page 43.




FALCONBRIDGE NICKEL MINES LIMITED

INVESTMENT IN ASSOCIATED AND OTHER COMPANIES

STATEMENT 5

P S ——

Shares Camying value  Conribution
Shares of Market Bonds, to earnings
common  Beneficial  value notes and for the !
ﬂ _ip_t_e_rg_st_ {note 1) Sharesr advances year ended }
December 31, 1980: 000's) (000s)  (000's) 1000°s) i
Accounted for on an equity basis (notes 2 and 3): ;
Akaitcho Yellowknife Gold Mines Limited . ... . ........oiieniii i 1,198,230 367% $ 2,99 $ 208 $ 6 i
Giant Yellowknife Mines Limited .. ... ... i 824413 192 21,023 3,770 1,150 §
United Keno IV MInBs Limited . . ... ... oo do o cin diiah oa s i m ot e i 4 1,195,989 484 52,026 _18_99? 3718 |
TR ONER GGUIY BASIS . ... ....on o st < SRR S s s e 76,045 20,975 4874 !
Accounted for on a cost basis: !
MeiotyreMines Eipited {note 8) .o vvanonsdiell e d SR i Sl e in 175,825 48 12,308 10,175 {
The:Stperior: Ol Company (note:8) .. . . ... .o dvmvedusmims s i irain s s aoe 406,793 1.6 95,922 62,332 n |
Thompson-Lundmark Gold Mines Limited . .. ..., 600,000 120 1,500 an
Othir:compamesinote D : o s consis sssrings ooi il fnos s 529 - i
$ 186,304 93,8589 5,215 {
Investments with no quoted market value —
Western Platinum Limited . . . b T Gt A e 2500000 25.0 6,214 1,987
Blanket Mine [Private) Limited .. .......... ...t 9,208 100.0 1,637
Othar-companies (NOte B).: ; < viinivs s s i s AR s st via Gt 2% 27 749
$100415 § 7 $ 9,588 l
% 100442 N
December 31, 1979:
Accounted for on an equity basis (notes 2 and 3):
Akaitcho Yellowknife Gold Mines Limited . ... ... ... ... .. .ccooirieinen.n 1,198,230 36.7% S 1929 $ 262 $ 88
Giant Yellowknife Mines Limited .. . . .......... ... ... iiiiiiian.. 824413 182 14,838 3,445 1,492
United Kena Hill Mines Limited ..~ -__..-........o 1195988 484 48288 15910 10,035
Total on‘anegurY DasS . . ... . ... ..oyt e o s 65,056 19,617 11,615
Accounted for on a cost basis
Canadian Superior Qil Ltd. (note d) ... .. ... ... it 294,143 3.2 57,358 17,465
Mclintyre Mines Limited (note 8) ............ 175,825 48 11,692 10,175 |
The Superior 0l Company (notes 4 and 7) .. ............oiviiiienainninnns 70,000 0.3 10,779 3118 48 !
Thompsen-Lundmark Gold Mines Limited . . .. ..........ccooiieieii et 600,000 12.0 330 37 |
DB campanis o b). .o ca.sdhws S s S e R R R S 237 B ;
$ 145,452 50,752 11,664 |
— |
Investments with no quoted market value — i
Wasiem PInUM LIMABE.. - ... « <o ceinbimperae stare e o e A P e e 2,500,001  25.0 6214 3,793 i
Blanket Mine (Private) Limited . .. .............o e 5,208 1000 1,189 i
Other companies (note &) . . ... .. S T A o ST R S s 77 943 |
§ 57310 8 7 $17.589
$67337 !
December 31, 1978: |
Accounted for on an equity basis (notes 2 and 3): i
Akaitcho Yellowknife Gold Mines Limited sl R RS 1,198230 36.7% $ 851 $ 234 $ 62 !
Giant Yellowknife Mines Limited .. .. ......... 824413 192 9.172 2,447 613
United Keno Hill Mines Limited ... -.........o. 1195389  48.4 L 8.267 1,825
Totalbonanetuiy Dasis ... ... ... oo S e i e 19,591 10,948 2,500
Accounted for on a cost basis:
Canadian Superior Oil Lid, [nOte ) ... ... i 284,143 3.2 22,796 17,465
Mclintyre Mines Limited . .. ... .. T s oL Ut Las ol LK 175,825 72 4,308 10,175 88
The SUpENOr-DBCOMPAMYANDIE AL . e cicce Tt oo ovm st R i et s bt wag 14,000 0.3 5,462 3,118 40
Thompson-Lundmark Gold Mines Limited . . . . ... ... ...ooiiiiiiiiinnn. 600,000 120 171 377
Othbr campaniesAnoteib].. r i vs stz an Ll Vb e e B ST 144 B
$ 52478 42,083 2,628
Invesiments with no quoted market value — =2
Western Platinum Limited (note B) . ............. 2500001 250 6,214 § 5224 1,008
Blanket: Mime: [Privatal Limited . . . . . . ol s D s b e e 9,208 100.0 785
Other companies (note 5) s a4 330
$ 48,641 $ 5261 $ 475
R i

Notes: 1. The market values shown are based on Canadian and United States of America stock exchanges’ closing bid prices at year end. Because of the number of shares involved the amounts that
could be realized if these securities were to be sold may be more or less than their indicated quoted market value.

. The carrying value represents the cost of the investments less amounts written off, and also reflects the interest in earnings of certain significantly influenced companies on an equity basis (i.e.
the investments are carried on the balance shest at cost plus proportionate share of undistributed earnings).

. Interest in equity accounted for companies’ undistributed earnings — see note 10, page 33, of the notes to consolidated financial statements.

. See note 2, page 28, of the notes to consolidated financial statements. :

. Representing investments, at various percentage ownerships, in a number of companies.

. The income debentures [$5,224,000) have been retired by Western Platinum Limited.

. Stock split 5 for 1 in 1979.

. Beneficial interast reduced in 1978. The Company sold its rights to subscribe for additional shares.

@MW N
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FALCONBRIDGE NICKEL MINES LIMITED

TEN-YEAR REVIEW (unaudited)

1980 1979 1978 1977 1976 1975 1974 1973 1972 1971
REVENUES AND Revenues. . .. .. o, : $ 757.815 789,418 508211 381,684 483480 409,888 443508 426,834 266.851 204,407
EARNINGS (LOSS)  Earnings (loss) belore extraordinary item s 71422 110,561 5818 (28.786) 14591 2937 31996 49533 5240 17,255
(000's) Per common share : s 13.04 21.01 022 (6.14) 294 0.59 6.46 10.00 1.06 3.48
Extraordinaryitem . .. .............. s 37,700 20,000 20,238 7.100 (49,456)
Per common share s .57 4.02 408 143 (9.98)
EARNINGS (LOSS)  Alminex Limiled (note 8) . . .. . .. : s 3,776 3.424 2.952 2922 2,040 1,263
CONTRIBUTIONS —  Corporation Falconbridge Copper (note 3) PR 15152 23,277 7,498 2913 1,637 198 3981 12,295 3.058
alter consolidation Falconbridge Dominicana, C. por A s (4.516) 4508  (6.596) 2788 8,834 5689 3.309 9,933 503
adjusiments. before  Giant Yellowknife Mines Limited s 1.150 1,492 613 368 (137) (43) 450 717 181
exiraordinary tems Indusmin Limited (note 6) H 2,398 2,714 2,027 1.251 2.019 2.821 1.307 1,287 1,290
(000's) Integrated Nickel Operations s 57.372 62,213 6,558 (21,496) 4860 (5271) 17,779 19.487 5.180
Oamites Mining Company (Proprietary) Limited ] 909 1,360 405 (336) 128 739 1.433 2,406 205
United Keno Hill Mines Limited ............. . 3 3,718 10,035 1,825 1,168 841 1.422 2946 1,159 (350)
Wesfrob Mining Division (note 9) . $ 1,503 4,597 551 (2.211) (337)  (1.361) 539 2.753. (2,490)
Unallocated corporale (note 5} s (5.187) (453) (7,165) (16,.217) (5.779) (4.251) (2.887) (3.529) (3.732)
Others (note 6) ... .. z s (1.077) 818 102 (790) (899) 42 217 285 132
Earnings (loss) belore exiraordinary ilem $ 71422 110,561 5818 (28.786) 14,591 2937 31996 49,533 5,240
FINANCIAL Total assets . . $1,159,094 1,069.371 868,525 B889.781 737,176 750.394 754950 725.129 645681 687.760
POSITION Waorking capital —
(000's) Integrated Nickel Operalions (note 7) . . $ 188,414 228,181 158,826 174,333 85509 101,731 139,959 117,994 72487 68.899
Falconbridge Dominicana, C. por A (note 1).. .. § 52,144 56,030 44578 42785 37410 33703 28941 36214 25680 26601
Corporation Falconbridge Copper (note 3) s 106,983 85,194 45525 32696 24409 20768 18840 25776 14044 15340
Consolidated lotal L i § 362,119 380883 254,784 255592 155.131 167.017 198.263 188,052 114.813 119242
Property. plant and equipment (net) —
Producing $ 390511 364,636 367,601 304,768 255217 283.611 282,803 303.767 330.965 160,132
Non-producing . . s 115,620 105,743 88,913 150356 167,654 143,178 137,504 105,021 86,507 312799
Long-term debt SR i § 285801 287170 295,003 291394 223,715 255.121 274616 288,493 301921 293336
SHAREHOLDERS' Shareholders’ equity (000's) . .. .. s 506,141 495,921 386,201 3B4,755 322,440 312,736 314,643 292556 241582 290.094
DATA Amounl per common share . . s 101.36 84.40 62.57 62.46 65.01 63.11 63.55 59.14 48.95 58.65
Dividends paid per cornmaon share s 3.50 3.00 0.50 1.00 1.00 2.00 1.00 1.00 275
Number of common shares oulstanding
al end of year (note 2) (000's). . . 5.025 5,025 5.024 5,010 5.009 5,006 5,001 5,001 5,000 5.000
Number of common shareholders . ... . . 5,908 7.362 8,351 9,150 9,788 10,732 11205 11,104 12254 12.178
Toronto Stock Exchange guotes, High . .. s 161.00 91.75 36.25 39.75 45.00 38.25 69.75 86.25 9987 156.00
(TSE) Low $ 79.00 32.00 16.63 16.50 29.25 24.25 23.00 57.00 50.50 56.75
Close s 102,50 91,50 32.50 20.75 35 50 2425 24.50 62.50 65.00 82.00
Volume ol shares traded on TSE (000's) 2.820 2,150 1,423 604 564 783 623 848 920 704
Preference shares (000's) = H 75,000 75,000 75.000
Dividends paid per preference share . . $ . 2.158 1.970 1.577 0564
EXPLORATION, Exploration ........ : s 28284 14,297 7.662 9,726 8,325 7826 11,432 8,895 6,768 10,246
RESEARCH AND Research and development s 8,636 3,960 3.086 3844 3,769 4,100 4,382 3.304 2546 3,31
DEVELOPMENT
(000's)
CAPITAL Expenditures on property, plant,
EXPENDITURES equipment, development and
(000's) preproduction —
Integrated Nickel Operations (note 7) s 64,946 37,008 30429 63762 33,201 46,307 39432 24589 43563 60,137
Falconbridge Dominicana, C. por A. ..... $ - 3,234 1.022 834 3.096 1.523 2153 5467 2147 10,308 68,592
Corporation Falconbridge Copper (note 3) s 9306 10,489 8543 7.720° - 10775 8823 17117 12,577 6,882 8.347
Consolidated total . . . . A $ 90995 58,352 42964 81,701 50,252 62,706 67444 42975 67,359 146,382
METAL SALES Integrated Nickel Operations —
(000's pounds) NICRBY- s e e O e s 54,159 B4,454 71341 32047 80,176 61524 89464 93408 89665 85864
COPRaT o a s o s i v ) 53,686 42,460 30,027 42677 34,076 40713 53,981 53,725 56464 60985
Falconbridge Nickel Mines Limited —
Nickel in ferronickel (note 4) S 34,567 47628 43477 43,394 59781 50270 73828 67.644
Corporation Falconbridge Copper (note 3) —
Copper ..... o s et 69,172 83547 87,555 92369 82939 77503 56911 80,935 80870 62012
T4 | P e S e e 50,984 91,710 85337 89,032 73430 73767 30838 37950 38218 14569
ORE RESERVES Falconbridge Nickel Mines Limited 78,649 75771 78,808 B0670 83405 89,099 90578 092,798 92646 99933
(000's tons) Falconbridge Dominicana, C. por A. ... ........... 66,000 68,700 68500 70,000 72500 63,700 66,000 68500 70,800 72,300
Corporation Falconbridge Copper (note 3) .. 6,725 8,565 9,235 8,653 7187 9,234 11004 11,287 11,724 11,543
Notes: 1. See note 8, page 31, of the notes to corisolidated financial statements.
2. Includes shares held by consolidated subsidiaries, see note 9, page 32, of the notes to consolidated financial statements.
3. This company was formed through an amalgamation of a number of companies in 1971. For comparative purposes the
figures have been presented as if the amalgamation had been in effect in 1971. The company's name was changed from
Falconbridge Copper Limited on April 29, 1980.
4. Ferronickel sales to customers, see note 3, page 38, of the notes to statement of segmented information.
5. Before interest in earnings of equity accounted for companies.
6. For comparative purposes the 1972 to 1975 figures have been restated to combine the contribution of Indusmin Limited
and Fahralloy Canada Limited. In 1976, Fahramet Limited, a subsidiary of Indusmin Limited, acquired the operating assets
of Fahralloy Canada Limited. .
7. Includes both the Integrated Nickel Operations and Company's corporate operations, see note 2, page 38, of the notes to
statement of segmented information
8. Investment sold in 1977.
9. See note 8, page 39, of the notes to statement of segmented information.




FALCONBRIDGE NICKEL MINES LIMITED
SUMMARY OF 1980, 1979 AND 1978 CONSOLIDATED RESULTS BY QUARTERS I
(Unaudited — 000's omitted)
1980 o
= Three months ended (note 4)
Metal sales (pounds): : March31  June30  Sept 30  Dec. 31
Integrated Nickel Operations — = : .

MIEKEK S Amei . o iy L R oy g 19,807 10,369 10,373 13,610

BOBDEE . 70 3 it s aob i it de e el s 14,560 13,644 12,066 13,416

Babaltiz s hrte o h R g T T e e 403 346 362 275

Corporation Faiconbrwdge Copper
6] ol )= | Brmeril U Eab e Lo et St DL S0 EXE 19,310 18,366 16,064 15,432 62,172
7] pl oYt XN e e R m e R e e 19,257 15,371 123562 4,004 50.984
Falconbridge Nickel Mines Limited (note 1) —

Ferronickel (sales to customers) . L AR 12,943 9,966 3,586 8,072 34 587
Inventory of finished nickel — all forms {pounds) e 29,990 42 377 50,408 45,833 45,833
Earnings:

Revenues . $ 240017 $ 183,163 § 156,272 § 178,363 § 757, “15
interest, investment and otherincome . . . ............. 13,071 11,418 10,633 11,932 47,054 |
253,088 194,581 166,905 190,295 804, c“% 'L;'

Costs other than the undermentioned . . . . ............ 142,044 120, 382 113,654 135,133 511,213
Depreciation, depletion, development and

preproduction written off . e Sy 13,371 13,804 13,921 13,035 54,131
Exploration, research and procese. deveioomenl s o 6,134 9,112 9,099 10,575 34‘9'5»;"
Interest and amortization of debtexpenses . . . .. ... .. .. 9,474 10,837 9,285 9,516 29: 142
Income and mining taxes . e A 41127 17.159 10,631 11,183 80,100
Minority interest in eamlngs of subsidiaries . . . ........ 6,923 4461 1,635 952 13.87

20 073 175755 158,225 180,394 733,447

Earnings for the period before extraordinary item ... .. .. 34,015 18, 826 8,680 9,901 .;
Extraordinary item(note 3) . ............... St ‘ CHITTO0 = I 3T,
Earnihagsiortne period . fia i dediat  ah i e 73,715 18,826 8,680 9,901 109,122
Dividend requirement on preference Shares e a5 Mg 1,695 1716 1,464 1,600 6,475
Earnings applicable to common shares . . . .. S $ 70020 § 17110 § 7216 $ 8301 § 102,647
Earnings per common share: _

Before extraordinary item . . R R A | $ 6.49 $ 3.44 $ 1.45 $ 1.66 $13.04

For the period . . . . ... A EN ik £ $14.06 $ 3.4 $ 1.45 $ 1.66 $20.61

Earnings (loss) contributions: . -

Corporation Falconbridge Copper. . . ................ $. 4824 % .3.670

Falconbridge Dominicana, C. por A. ........ I 2,908 813

Giant Yellowknife Mines Limited . . . . ARG R 895 613

Indusmin Limited . SR 555 817 .

QOamites Mining Company (Propne:aryl Limited . . ...... 942 143 |

United Keno Hill Mines Limited . .. ............ e 659 967 !

Other.controled oM DA ES e vt T b i a v o e = e A 163 e
Total . Sk NS AR e o 10.946 TA15 f

Wesirob Mumng BB IOR o e e ST s 481 164

Unallocated corporate, net (notes 2080 6) 5, i e (29) (1,642)

Integrated Nickel Operations, net of allocated )
corporaiecoste(note 6): . s sl s lats g o 22,617 13,189 2
Earnings for the period before extraordinary e . s 34,015 18,826 22 1

BExtraordinanyiteminote 3).s . o oo s D asne e L IR 37,700 00

Earprigsiostiiepeniod = anl . St Lhee e 71,715 18,826 22

Dividend requirement on preferenre shares: i il ek, 1,695 15446 : ; E

Earnings applicable to commonshares . .............. $ 70020 $ 17110 $ 7216 § 8,301 % 102._647
Notes:

1. See note 3 (a), page 38, of the notes to statement of segmented information.

2. Unallocated corporate shown on Statement 4, page 36, for 1980, is after reflecting the interest in earnings of significantly influence
companies, which are accounted for on the equity basis (Glant Yellowknife Mines Limited $1,150,000; United Keno Hill Mines
Limited $3,718,000; and Akaitcho Yellowknife Gold Mines Limited, included above with “other controlled companies”, $6,000)

3. See note 2, page 28, of the notes to consolidated financial statements.




7 1978
Three monthse_nded !

March 31 June 30 _Sept. 30_ Dec. 31 Year
13,746 20,977 15,800 20,818 71,341
6.647 7.096 6.381 9.903 30,027

389 254 236 376 1.255
22,196 20,522 22,831 22,006 87.555
19.060 23,550 20,219 22,508 85.337
5919 12,344 8.964 16,250 43.477
78,487 65,340 56,450 44,009 44,009

$ 93,012 $ 129508 §$ 123,907 $ 161,784 $ 508.211
3,160 2,437 2814 4523 12,934
96,172 131945 126,721 166,307 521,145
78123 105,683 103,329 122,792 409,927
9,534 9516 9,857 12,008 40913
2,601 2392 2718 3,037 10,748
7.874 8,249 8,234 9.333 33.690

391 2,689 7,053 2.488 12,621

238 13520 . 2idhy 8,897 Firaze

98,761 129,881 133,632 153,053 515,327
(2,589) 2,064 (6,911) 13,254 5.818
(2,589) 2,064 (6,911)  13.254 5818

0,069 1.143 118875 1589 Saipap

$ (3641) $ 921 S (8109) $ 11915 § 1,086

(73¢) 18¢ $ (1.63) $ 2.40 22¢

(73¢) 186  $(163) $ 240 22¢

$1 5 Amn- s i qaybed g mpadka g - 2ges 8 17498

(1.144) (1,007) (3.408) (1,039) (6.596)
106 181 208 118 613
118 642 616 651 2,027
(87) 182 (17) 327 405
445 329 226 825 1,825

) (111) (36) 272 102

(114) 1,344 635 4,009 5.874

(127) 247 (1086) 537 551
(1,689) (1,838) (2,440) (1,198) (7.165)

(659) 2,311 (5,000) 9906 6558
(2,589) 2.064 (6,911) 13,254 5,818
(2,589) 2,064 (6.911) 13,254 5818
1.052 1,143 i e AT Rt

$ (3641) $ 921 $ (8109) § 11915 $ 1086

SR e e DR D
S Three months ended (note 5) A
‘March 31 June 30 Sept. 30 Dec. 31 ~ Year
26,371 29,068 13,567 15,448 84,454
0,728 8,635 8,905 15,192 42 460
375 367 213 388 1,294
21,272 21,630 18,387 22258 83,547
22,336 26,009 23,430 19,935 91,710
10,590 10,908 10,762 15,368 47,628
33121 24,576 23,421 27217 212N
$172,019 $ 198179 35 173,020 $ 246,200 $ 789,418
i 0810 - BT2S 10,829 15,342 32,404
2 177,529 205,902 183,849 261,542 828,822
120,771 130,109 109,680 142 659 503,219
10,827 10,492 10,649 10,664 42 632
3,097 4,596 4654 5910 18,257
8,653 8,713 9,053 9770 36,089
13,408 21,894 19,967 35,729 90,998
3771 3641 5,923 13731 % 2iE066
160,427 179,445 159,926 218,463 718,261
7.102 26,457 23,923 43,079 110,561
4,129 8,499 2,401 4,971 20,000
21,231 34,956 26,324 48,050 130,561
e 1,385 L5402 1464 1,660 5,911
$ 19846 § 33,554 § 24860 § 46,390 $ 124,650
$ 3.16 $ 5.03 $ 4.51 $ 8.31 $ 21.01
$ 3.99 $ 673 5500 ¢ $:9081 Hies00
1 Bh 4 416 8 BTB0 54585 8 10,817 S SR30RT.
(988) (990) 1,665 4,821 4,508
90 300 363 739 1,492
160 813 963 778 2,714
492 217 224 427 1,360
492 1,607 2,372 5,564 10,035
bee 1015 - 005260 392 65 818
4,462 5967 10,564 23,211 44 204
672 T 1,153 2,195 4 597
73 (845) 835 (5186) (453)
2:.11,895 - 20,758 11,371 18,189 62,213
17.102 26,457 23,923 43,079 110,561
oo 4,129 8,499 2,401 4,971 . < 20,000
21,231 34,956 26,324 48,050 130,561
1,385 1,402 1,464 1,660 5911
Sl 19846 § 33554 § 24860 $ 46320 § 124650
{
See note 2, page 38, of the notes to statement of segmented information.

The downturn in the last half of the year mainly reflected higher unit production costs and a decrease in the volume of nickel sold.
Escalating metal prices throughout 1979 are reflected in the quarterly results. Most of the excess refined nickel inventory was sold in
the first six months of 1979. Sales were lower in the third and fourth quarters and in better balance with production.

| )



FALCONBRIDGE NICKEL MINES LIMITED

Impact of inflation — financial reporting and changing prices (unaudited)

In recent years, there has been growing concern over the impact of inflation on business. Various accounting and regulatory bodies have
suggested alternative methods by which inflation effects could be measured and reported. Suggested approaches have included specific
and general price indexing, current valuing of assets and liabilities and combinations thereof. There has been no agreement as to which
method would portray the effects of inflation most effectively.

In previous years, Falconbridge reported the estimated current replacement cost of inventories and productive capacity of property, plant
and equipment; this information being required for its United States Securities and Exchange Commission, Form 10-K filing. In Canada,
an exposure draft entitled "Current Cost Accounting” was issued by the Accounting Research Committee of the Canadian Institute of
Chartered Accountants and is presently under study, but has not been adopted, pending review of submissions by interested parties.

In 1979, the Financial Accounting Standards Board (FASB) issued Statement No. 33, "Financial Reporting and Changing Prices” (FAS
33), requiring disclosure of income statement data after allowing for changes in the Consumer Price Index and specific current costs
affecting inventories and fixed assets. The statement exempted companies in the extractive industry from presenting current cost data for
unprocessed natural resources because of problems unique to the industry.

After an in-depth study and consideration of industry representations, the FASB subsequently supplemented the original statement with i
FAS 39, requiring the extractive industry to substantially comply with the provisions of FAS 33 and to supply additional data on ore {
reserves, production and market prices.

In the absence of Canadian recommendations, Falconbridge is presenting inflation adjusted and current cost information generally in
accordance with the guidelines of FAS 33 and 39. No comparisons of these adjusted costs were made with a prediction of the current |
worth of the net amount of cash expected to be recoverable from the use or sale of the assets because such a comparison would involve £
the use of highly subjective estimates and forecasts. This disclosure will provide an indication of the effects of inflation on Falconbridge and |
will facilitate comparisons with other companies. Interpretations accompany the adjusted amounts and further discussion is provided t
in “Management’s discussion and analysis of financial condition and results of operations”, page 18. |

Certain caveats must be considered when reviewing the supplementary data. The current cost amounts are based on judgments by
management involving choices of methods within the guidelines of FAS 33. As such the estimates and judgments may differ from those
chosen by other companies. The general inflation and current cost restatement only includes the effects of inflation on inventories. fixed
assets and net monetary items. The adjustments to reported earnings also do not reflect any related income tax effects pertaining to timing
differences, allocations or other factors. The disclosure of current cost amounts does not necessarily indicate Falconbridge's intention to
replace existing assets.

The following supplementary data is intended to reflect the effects of inflation on Falconbridge's business. Generally, the maost significant ‘
impact of inflation is on inventories and fixed assets. The earnings statement items which are affected by cost changes in inventories and

fixed assets are cost of sales and depreciation, depletion and amortization. It is therefore these items which have been adjusted. Two
inflation measurement concepts are employed — constant dollars (general inflation) and current costs. In addition, because the value of
monetary assets and liabilities decrease during inflationary periods this effectis reported as a change in purchasing power of net monetary
items held.

A. 1. 1980 earnings adjusted for changing prices

{a) EARNINGS FOR THE YEAR BEFORE EXTRAORDINARY ITEM ADJUSTED FOR THE EFFECTS OF GENERAL _
INFLATION (CONSTANT DOLLARS)

Integrated Nickel I

and corporate Other Consolidated l

Opera[_i_(_)ns i operations to_[gl

(000's) (000's) (000's) ‘;

Earnings as reported . .. ......... TR R AT e $ 57,059 $ 14363  § 71422 I

Adjustments to restate historical costs for the effect of general |

inflation (average 1980 dollars)

Costofsales(INCreaser s i v oty s e R (710) {3,283) (3,993)
Depreciation, depletion and amortization (increase) . . . .. .. ~ (23,254) _(27,738) _(50,992)

Earnings adjusted for general inflation . .. .. Ty A § 33,095 $ (16,658) $ 16,437 .

The purchasing power of the dollar varies with inflation and reporting dollars of varying purchasing power does not yield
comparative results. The constant dollar method restates historical data in terms of a single unit of measure. To arrive at a
constant unit of measure, dollars are made comparable by allowing for the effects of general inflation as measured by the
Canadian Consumer Price Index, base 1971 = 100 (CPI). The CPI is a measure of changing price levels for selected
goods and services which are intended to be representative of all economic fransactions. As such, adjusting for general {
inflation does not necessarily indicate the effect of specific price changes on Falconbridge’'s business. .

Depreciation, depletion and amortization and cost of sales calculations are made by reference to fixed asset and inventory
values derived by applying the appropriate indexing factors. The resulting amounts represent an approximation of charges
to income had the related expenditures been made in 1980 dollars.
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(b) EARNINGS FOR THE YEAR BEFORE EXTRAORDINARY ITEM ADJUSTED TO REFLECT CURRENT COSTS

Integrated Nickel

and corporate Other Consolidated
operations operations total
(000’s) (000's) (000's)

Eamningsasieponad i v oo s n s P e $ 57,059 $ 14,363 .71, 422
Adjustments to restate historical costs to current costs

Cost of sales (increase)/decrease . . ............ .. ST 1,080 (22,636) (21,556)

Depreciation, depletion and amortization (increase) . . . . . .. (21,888) (41,741) (63,629)

Earnings adjusted for changesincosts. . ....... ... .. . ... $ 36,251 $ (50,014) $ (13,763)

The concept of current costs reflects cost increases by considering specific price changes in inventories and fixed assets.
Current costs are defined as the cost of purchasing goods or the resources required to produce the goods concerned in the
case of inventories, and as the cost of acquiring the same service potential in the case of fixed assets at December 31 , 1980.
Service potential is measured by reference to physical ocutput capacity and unit operating costs. Current costs therefore
resemble replacement costs except that due allowance is made for the increased service potential of the replacing assets.
The current cost amounts derived for depreciation, depletion and amortization and cost of sales represent the charges to
income based on the estimated current costs of the related assets.

The adjustment to cost of sales on a current cost basis represents the additional cost of replacing inventories at the date of
sale compared with the historical costs. The adjustment for depreciation, depletion and amortization represents the
ditference between the current cost of assets consumed in the year and the charges recorded in the historical cost
financial statements.

The Integrated Nickel Operations’ cost of sales are increased by $710,000 on a constant dollar basis and decreased by
$1,080,000 on a current cost basis. The small differences result mainly from using the last-in, first-out (LIFO )method of valuing
melals inventories for historical cost purposes. Under the LIFO method, the latest production costs which are charged to
historical cost earnings are substantially the same as calculated under the constant dollar and current cost methods Other
operations’ cost of sales are adjusted by $22 636,000 to reflect current cost of sales. This increase, which is significantly higher
than the $3,283,000 increase under the constant dollar method, is mainly attributable to high oil prices and other production
costs which have escalated more than the general inflation rate as indicated by the GPI

As anticipated, depreciation, depletion and amortization charges adjusted for both constant dollar and current costmethods are
significantly higher. The Integrated Nickel Operations’ charges are increased by $23,254,000 on a constant dollar basis and by
821,888,000 on a current cost basis. The other operations' current cost depreciation, depletion and amortization increase of
841,741,000 is significantly higher than the $27,738,000 increase under the constant dollar method because the CP| has not
increased as much as the current cost of the related assets. The depreciation, depletion and amortization adjustments reflect the
significant increased cost of the related assets as noted in part 3 below.

2. Purchasing power gain on net monetary items during 1980
Integrated Nickel

and corporate Other Consolidated
ope_rations operations total
(000's) (000's) (000's)
Gain (loss) from decline in purchasing power of net amounts
owed (held) (average 1980 dollars) . . . . .. s St T 8 9,358 $ (1,737) § 76821

Gains or losses from the decline in the purchasing'power of net monetary items reflect the declining value of the dollar by
recognizing changes in purchasing power during inflationary periods. Monetary assets include cash and receivables and
maonetary liabilities include current liabilities and long-term debt

During the year, the Integrated Nickel Operations had more monetary liabilities than monetary assets and consequently
recorded a purchasing power gain of $9,358,000. Because the other operations’ monelary assets exceeded monetary liabilities,
a purchasing power loss of $1,737,000 resulted. The net gain of $7,621,000 is not included in the adjusted earnings reported
under part 1 above.




FALCONBRIDGE NICKEL MINES LIMITED

3. Current cost amounts of inventories (metals and supplies) and property, plant, equipment, development and preproduction
expenditures at December 31, 1980
Integrated Nickel

and corporate Other Consolidated

s operations operations total |

gt 4l REGES = il '

Matile (000's) (000’s) (000's) E
HIStOTIC Coats sl F e Nestiie e sl ) s e $ 85626" $ 59,758 $ 145384
Curient GOst . i Sntai et EREILy e $ 139,561* $ 61,028 $ 200589

*Adjusted for ferronickel held by the Company for resale as agent for its subsidiary. Falconbridge Dominicana, C. por A !

Supplies

Historic GOst .. oo mmind R e s A §.18,333 $ 32590 $ 50,923
CUrrenticost = o oavn s ke A e $ 20519 $ 35,280 $ 55799

Property, plant and equipment — '

Historigicest. =i nn Nl et o N 1 S $ 430,811 $ 322.448 $ 753,259 |
Accumulated depreciation and depletion . . o 238,096 1;38.?02 426.798

Net book value . . ............ R $ 192.715 $ 133746  § 326.461 3

GUITBNt COSt- 2t amss i Ny ol e, (A $ 940.566 $ 999,169 $1.939,735 i

Accumulated depreciation and depletion ... ....... .. 570,030 558.363 }1_28.393 E

Net book value . . . .. A e S Sl Tor e $ 366,847 § 444,495 $ 811,342 |

Development and preproduction expenditures, net -

HiSTOriG oSt it Srnmn i s . AR T 2 § 93842 5 85.828 $ 179670

Currentcost .. . ... .. SO e e $ 158,276 $ 228547  $ 386.823 |

Current cost amounts of inventories and property. plant. equipment, development and preproduction expenditures represent i
the current costs of assets owned. For property, plant. equipment, development and preproduction expenditures these amounts i
differ from replacement costs reported in previous years which measured the cos! of assets that would replace existing assets. To !
arrive at current cost of inventories, the most recent production costs were used for metal inventories and replacement cost for

supplies inventories. Estimates of current costs to construct or purchase or costs per unit of production were used to arrive at the

current cost of property. plant. equipment, development and preproduction expenditures and depreciation, depletion and
amartization. Indices published by governmental and private organizations were applied to the historical cost of recently
acquired assets.

The current cost of the Integrated Nickel Operations’ metals inventories are $ 139,561 .000 0r $53.935.000 higher than historical
cost. As noted previously, under the LIFO method of valuing metals inventories. latest production costs are charged (o earnings.
resulting in older, lower costs remaining in historical cost metals inventories. The inventories of the other operations do not
change substantially because they use the first-in. first-out method of valuing metals inventories. which leaves the latest
production costs remaining in historical cost inventory Supplies inventories increased by only $4.876,00010 855,799, 000ona
current cost basis, because they turn over frequently during the year. Current costs of property, plant and equipment of
$1 939 735.000 are two and one half times higher than the historical costs. The current costs of the other operations are
proportionately higher than those of the Integrated Nicke! Operations. largely due to the age of assets and their geographical

location.

4. Increases in current cost amounts of inventories (metals and supplies) and property, plant, equipment, development and

preproduction expenditures during 1980
Integrated Nickel

and corporate Other Consolidated
operations operations total
(000’s) (000's) (000's)
Inventories — {
Increase incurrentcost .. ........... ; L e $ 19420 $ 10,345 $ 29765
Effect of increase in general price level . R 21021 8212 20.233
Excess of increase in current costs over increase in the
general pricelevel . .. ... ... ... ... e e $ 7.399 § 2138 $ 9532
Property, plant, equipment, development and preproduction {
expenditures, net — {
Increase in current cost . . . e S SRt S $ 55595 $ 89.142 $ 144 737 {
Etfect of increase in general price level . . ot Er el . 51,996 65,667 117.663 5

Excess of increase in current costs over increase in the
general price level . . . . .. O e e SR $ 3,599 $ 23475 § 27074




Increases in current costs are reported to indicate specific price changes during the current year. In addition, the effects of these
specific price changes are compared to the general rate of inflation. Current costs exceeded the effects of general inflation by
$36,606,000 (inventories $9,532,000 and property, plant, equipment, development and preproduction expenditures $27.074.000)
indicating that specific costs escalated more than the general rate of inflation as measured by the CP/in 1980.

B. Five-year comparison of selected supplementary financial data adjusted for the effects of changing prices in average
1980 dollars
= Years ended December 31, . e
1980 1979 1978 97T 1976
(000's) (000's) (000’s) (000's) (000's)
Revenues s e aliar il or 8 & = S s g TS TIRAS $ 869,516 $ 610,897 $ 499.892 $ 683,821
Historical cost information adjusted for general
inflation
Earnings for the year before
exiraordiEEmte iR o redi g e ‘ g 16,437
Earnings for the year beiore exiraordmary
item, per common share . WER wge it 29 2.00
1 Netassetsatyearend................... $1,060,768 “Data
Current Cost information
Loss for the year before not
extraordinary item . . ... .. R $ (13,763)
Loss for the year before extraordmary
item, per common share . B 3 (4.06) readily
Excess of increase in specific prices over
increase in the general price level . . . .. $ 36,606 lable”
Net assets at yearend ... ... e e e $1,198,502 available
. Gain from decline in Durchasmg power of net
amounts owed . N il M $ 7,621
Cash dividends paid per common share ... . .. b 3.50 3 3.30 65¢ $ 1.41
Market price per common share atyearend . . .. b 97.63 $ . OF52 3 23792 S 26:31 224912
Average Canadian Consumer Price Index (base
197 = 00)2 . s . eI 2106 191.2 {§7if< xS 160.8 148.9

The above data is a summary of selected financial information presented in average 1980 dollars. Previous year information
has been adjusted by the CPI to make it comparable to current year data. The earnings and net assets reported have been

expressed in average 1980 dollars and therefore differ from amounts reported elsewhere
Comparative historical cost data:
~ Years ended December 31, :
1980 L 19FY 1978 90T 1976
(000's) (000's) (000's) (000’s) (000's)
Revenues . . .. .. ot bl e $ 757,815 $ 789,418 $ 508.211 $ 381,684 $ 483,480
Earnings (loss) for the year before
extraordinary item g o Ll $ 71422 $ 110,561 $ 5818 § (28,786) % 14591
Earnings (loss) for the year before
extraordinary item, per commeon share .. . .. $ 13.04 $ 21.01 $ 0.22 e (g I ) S 2.94
Netassetsatyearend . . .................... $ 506.141 $ 420,921 $ 311,201 $ 309.755 $ 322,440
i Cash dividend paid per commonshare........ § 350 $ 300 . SLE R MR R Lo
Market price per common share at year end . $ 10250 $ 9150 $:--=32 50) 20 s 08550
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FALCONBRIDGE NICKEL MINES LIMITED

C. Supplementary quantity and price information
Integrated Weslrab Corparation
Nickel ~ Mining Falconbridge
Operations Division Copper C.por A

¥ ol Company Company

Total  Share(50.2%) Total Share |65.7%)

New Quebec
Reglan Mines
Limited
Company )
Share (68.4%|

Kiena
Gold Mines
Limited
Company
Total  Share(68.3%)

Oamites
Mining Company
(Proprielary) Limited
Company
Share(74.8%)

Indusmin
Limited
{consolidated)

Company
Share [69%)

Falconbridge
Dominicana,

Total Total Total

Total

Total

1980:
Proven and probable ore reserves
at the end of the year (nots) —
F L L L) RN TR ol
Grades (principal metals/
products only):
NiCKoBI96) Sontlas de s s il 2
Lopparls)c s T R
finc [%l .

78,649 7,150 B725* 3,376 66,000 43362 1827 1443 2500 1707 16,060 10,978

2.58
0N

1.50 1.64

0.78 1.07

0.31 :

ORI s vzt s s

48.73

Gold (ounce per ton]

Nepheline syenite {tons) . . ... ...
Silicaftong)rcl veo s VRS

18,000
29,000

12,420
20,010

Aagregates (tons)

113,000 77,970

0.23

Ore milled (thousands of tons) . .. .. 3,262 1,098 1884 951 1918 1,260 628 470

Principal metals/products
produced (000's):
NickalNgoimds) oo Lavimanis
Copper [pounds) ................
Cobalt [pounds) . . ..............
ZIC OONR) o e o T 2 e 50,984
lead [pounds)................. 4,059
Iron JRolBk:contid s TG nang 677
Gold {ounces). . ... s dbiuniide 2 44 22
Silver jolmces] . ... < ol Ll TR TH R bl B35
Nepheline syenite (tons) ..........
Sheatifng) . = bs o Srlees 875
Aggregates (tons) . ......... i 2437
Feldspaplions])v oo s aniii m
Average selling prices:
See note 10 (vi) of the notes ta the statement of segmented information, page 40.
*Metals in matte produced from Sudbury ores.
**Includes 2,970,000 tons of ore with average grades of 2.98% copper and 2.05% zinc; and 3,755,000 fons grading 1.71% copper and 0.027 ounce of gold per ton.

66,495* 36,046 23,662
53,339* 4,804

1,384*

69,172 34724 12,882 9,656
25,584 3

2,038

229 172

430 297
604
1,682

118

1979:
Proven and probable ore reserves
at the end of the year (note) —
1031 1o Bl st
Grades (principal metals/
products only):
Nicke )i e T R
COpPerI%e). -« .o e vl 0.27 o~
0 A o et s e
KL 114, e et 4 e & e 2%
ONA) s s
Gold {ounce perton) ........... 4 0.23
19,000 13,110

Silver [ounces perton) .. .......
Nepheline syenite (tons) . . ... ...

30,000 20,700
116,000 80,040

75771 8,249  8565** 4300 68,700 45,136 1886 1412 2500 1707 16,050 10,978

1.64
1.13

Silicgllons)v i —oco . LAELA
Aggregates (tons) ... ..........
Ore milled (thousands of tons) . . ...

Principal metals/products

2,762 1,116 1,900 954 3363 2,208 634 475

produced (000°s):
Nickel (pounds) . . . .............
Copper {pounds) ................
Cabalt [pounds] . . ... 5
Ziné [paunds) 22 ool sl
Cogd {pbunds)’. o ..o s
fran:(topsk: ca i ), i i
Gold foBNEBS) s by s

Silver [ounces) . ...

56,122*
43,387* 7.174
1,336

638

95

@

83,547

91,710
4,551

48
2,346

65,362
41,941

46,038
2,285

24
1,178

36,737

13,738

228

10,280

172

417
1,029
2,663

188

288 .
710

1,837
130

Nepheline syenite {tons] . .........
St ions).o ..
Aggregates [tons) . ..............
Feldspar (tons) .........
Average selling prices:
See note 10 (vi) of the notes to the statement of segmented information, page 40
“*Metals in matte produced from Sudbury ores.
**Includes 3,572,000 tons of ore with average grades of 2.99% copper and 2.13% zinc; 4,675,000 tons grading 1.89% copper; and 318,000 tons grading 1.71%
copper, 7.17% zinc, 1.04% lead, 3.88 ounces of silver and 0.015 ounce of gold per ton.
Note: Proven reserves — The estimated quantities of commercially recoverable reserves that, on the basis of geological, geophysical, and engineering data, can be demonstrated with a reasanable high
degree of certainty to be recoverable in the future from known mineral deposits by either primary or improved recovery methods.
Probable reserves — The estimated quantities of commercially recoverable reserves that are less well defined than proven reserves and that may be estimated or indicated to exist on the basis of
geological, geophysical, and engineering data.
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FALCONBRIDGE NICKEL MINES LIMITED

. MAJOR GROUP OPERATIONS

The following section presents a review of the

Integrated Nickel Operations, page 52, and the Company's
| Wesfrob Mining Division, page 56. Also included is

E selected information from the annual reports of the
following major subsidiary and associated companies:

{ * Corporation Falconbridge Copper ................ 57

* New Quebec Raglan Mines Limited . ............. 58
| X Indusmin LImBEd s oo s s dnietands i e 59
] Falconbridge Dominicana,C.porA............... 61
i * Giant Yellowknife Mines Limited ... .............. 62

* United Keno Hill Mines Limited .................. 63

* Kiena Gold Mines Limited . . . . .................. 64
| Blanket Mine (Private) Limited ................... 64
. Waestern:Blatinum:Limited.. - . ... . .cow coap caiaiess 65
" QOamites Mining Company (Proprietary) Limited . ... 66

* These public companies are subject to corporate and
securities legislation of various jurisdictions. The
annual reports of these companies, from which the
information has been extracted, are available for public
inspection at the offices of the regulatory authorities
administering such legislation.




THE INTEGRATED NICKEL OPERATIONS

The Integrated Nickel Operations include the
Canadian Nickel Division, Sudbury, Ontario,
the refinary in Norway, and the Company's
Marketing Group.

Financial Review

The Integrated Nickel Operations contributed a
profit of $57,372,000 in 1980 compared with
$62.213,000in 1979. Higher total revenues
from metal sales were offset by increased unit
production and other costs and higher taxes.

Sales of nickel in 1980 fotalled 54,159,000
pounds, 36 per cent below the 1979 level of
84.454 000 pounds; however, the higher price
received per pound (U.S.$3.25 in 1980,
compared with U.5.$2.31 in 1979) tended to
offset the lower volume of sales. Copper sales
of 53,686,000 pounds were 11,226,000
pounds or 26 per cent more than the
42 460,000 pounds sold in 1979. The
increased sales and a higher average selling
price received per pound (U.5.99¢ in 1980,
compared with U.S.89¢ in 1979) contributed
significantly to revenues. The gross revenue
from sales of cobalt was lower than in 1979
because the increased sales volume was more
than offset by the lower price of cobalt.

Amoaortization of development and
preproduction expenses was higher because
the Onaping and Lockerby Mines came on
stream in late 1979 and operated throughout
1980. in addition, the level of current
development expenditures was higher than in
1979. Income and mining taxes were higher
because of higher pre-tax earnings and as a
result of an increase in the effective rate for
Ontario Mining tax.

Exploration expenditures increased by
$2.737,000 to a total of $5,127,000. Interest
incomea in 1980 exceeded interest expense by
$5,150,000, whereas in 1979 interest expense
exceeded interest income by $1,571,000. The
change reflects higher cash balances and
higher interest rates.

The total expenditures on property,
plant, equipment, and development and
preproduction of $63,336,000 in 1980
compare with $36,268,000 in 1979.

Integrated Nickel Operations

Sudbury Operations

Operating Review

During 1980, nickel production from Sudbury
Operations was 66,495,000 pounds
compared with 56,122,000 pounds in 1979.
Ore delivered to treatment plants from the
Company's mines in the Sudbury area totalled
3,262,000 tons compared with 2,762,000 tons
in 1979. The Falconbridge, East, Lockerby,
Onaping and Strathcona Mines were in
operation throughout the year, and the North
Mine was re-activated during the third quarter
Development continued at the Fraser Mine,
with production scheduled to begin in 1981

The second fluid bed roaster-electric furnace
was successfully put on-line in January, 1980,
A new circuit for the production of a high
grade copper concentrate was installed in the
Strathcona Mill, production commenced in
December, 1980, and an agreement was
concluded for the treatment and refining of the
concentrate in Ontario.

The number of employees at Sudbury
Operations increased by 244 during 1980, to a
total of 3,886 employees at year end. In
addition, 280 students were employed during
the summer. In July 1980, the operations were
shutdown for a two week summer vacation
and a similar shutdown has been scheduled
for July, 1981

Capital Programs

The development of the Fraser Mine was the
major capital project in 1980, involving
expenditures of $18,664,000 for
preproduction and capital items. A further
$27 060,000 was spent on development of
other mines and capital improvements in the
Sudbury area.

Ore Reserves

The total tonnage of proven and probable
reserves at the Company’s Sudbury
Operations increased during the year
including significant increases in the Craig
area. The average nickel content of the
reserves was also higher than in 1979.

The figures in the table on the facing
page include appropriate allowances for
mining dilution:

Revenue from metal shipmenls . .. s, araishs bl

Earnirgs before amortization and depreciation ... ...

Income and mining taxes . ..... g

Earnings fortheyear. . .. ......
— per share of Falconbridge . .

Year ended December 31

1980 1979 1978
$350,496,000  $348,973,000 $209,915,000
84,531,000 81,719,000 22,846,000
47,189,000 33,145,000 (1,181,000)
57,372,000 62,213,000 6,558,000
$11.42 $12.38 $1.31

5




Sudbury Ore Reserves (proven and probable)

Tons of Contained Metal ~ Average Grade %

At December 31 Tons of Ore Nickel Copper Nickel Copper
YO8N o e e s PR o 78,649,000 1,180,000 613,000 1.50 0.78
T T 1 ARl A 75,771,000 1,117,000 605,000 1.47 0.80
VOTB ., i cvvimy doviarios fivs o A Sobislt e i 78,808,000 1,162,000 611,000 1.47 0.78
Government Legislation Sudbury Operations

A report outlining a study and preliminary
plans for reducing sulphur dioxide emissions
was submitted to the Ontario Ministry of the
Environment in January, 1981. In the interest
of aviation safety and as requested by the
Department of Transport, lights were installed
on the tallest smelter stack. The obsolete
pyrrhotite plant stack was taken down with
assistance from members of the Canadian
Armed Forces, who used the assignment as a
training exercise in demolition.

Environment

The Conservation Area established in 1979 at
Falconbridge, Ontario, as part of a major
environmental program for treatment of mine
and plant effluent, has been enlarged.
Vegetation growth is expanding to cover the
flooded sections and wildlife is returning to the
area in ever-increasing numbers.

Red Pine Lake in Happy Valley has been
stabilized by making it part of a system which
uses Wanapitei River water for charging the
aquifer serving the local deep wells. This area
is now being used for recreational purposes
and to enhance its appeal the lake has been
stocked with speckled trout.

Occupational Health and Safety
A health study was carried out at Sudbury
Operations during 1980 to determine what
effects, if any, the working environment may
have on employees. According to a
preliminary report, the overall statistics gave no
cause for concern. However, at this time, firm
conclusions cannot be drawn regarding health
effects in certain employee sub-groups due to
the small number of persons involved. The
study is continuing with the assistance of the
Occupational Health Department of McMaster
University.

During 1980, representations were made
to various government inquiries and com-
missions, including the Joint Federal and
Ontario Government Inquiry into Mine Safety,
and the Ontario Government's Proposed
Regulations on Silica and Noise Standards.

Management
General Manager,

Sudbury Operations G. B. Reed
Manager, Maintenance and

Services R. J. Brailey
Manager, Human Resources and

Public Affairs G. R. Buckland
Manager, Mineral Processing Frank Petkovich
Manager, Mines Justin Pryor

Manager, Administrative Services W. L. W. Taylor

PER CENT SULPHUR EMISSION
OF SULPHUR IN PLANT FEED
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Over a period of 30 years the proportion of the
sulphur in the ore treated which is emitted from the
Falconbridge smelter as sulphur dioxide has been
reduced from 82 per cent to 18 per cent.

REACHING QUT TO THE PUBLIC — An intensified
program of communications is being carried forward
at Sudbury Operations, and during 1980 more than
5,500 visitors took part in the public tours offered by
the Company. Shown here are university students, all
members of employees’ families, who were employed
to act as guides during the tourist season.



THE INTEGRATED NICKEL OPERATIONS

Falconbridge Nikkelverk

Aktieselskap

Production of all metals in 1980 at the
Norwegian refinery increased substantially
over that of 1979. Production of nickel, copper
and cobalt were up 21 per cent, 24 per cent
and 34 per cent respectively. The production
of refined nickel and copper remained below
capacity, however, because of weak market
demand for nickel products. The production of
refined cobalt was kept at a high level through
treatment of custom cobalt materials from
outside sources.

The present labour contract expires on April
1, 1981 and negotiations directed toward a
new contract have begun.

Management

Managing Director Eivind Wigstol
Director of Metallurgy and Research L. R. Hougen
Technical Director E. O. Stensholt

MARKETING GROUP

The Falconbridge Marketing Group includes
Falconbridge Canada in Toronto;
Falconbridge International Limited in Hamilton,
Bermuda; Falconbridge U.S. Incorporated in
Pittsburgh; and Falconbridge Europe, S.A. in
Brussels, Belgium. Falconbridge products,
which include six different forms of nickel as
well as copper, cobalt, silver, gold, platinum,
lead and zinc, are marketed through this
Group.

Metals Review

Nickel

World nickel markets became very competitive
in the second quarter of 1980 as production
exceeded consumer demand. Nickel deliveries
by non-Communist world producers in 1980
were about 1,070,000,000 pounds,16 per
cent lower than in 1979. Nickel production,
however, increased by approximately 15 per
cent to an estimated 1,180,000,000 pounds.
As a result, producer nickel inventories
reached about 400,000,000 pounds by year
end, an increase of 110,000,000 pounds over
the year-end 1979 level. In spite of this
increase, total producer inventories by the end
of 1980 were only slightly in excess of normal
working levels.

In the United States, consumer nickel
demand remained strong during the early
months of 1980 but a sharp drop in demand
occurred during the second and third quarters
as the effects of the business recession
became more pronounced. Most severely
affected were the automotive, appliance and
construction sectors. Stainless steel
production was cut back in mid-year to
approximately 60 per cent of industry capacity.

As consumption fell, consumers reduced
nickel inventories to minimum levels. Nickel
demand increased over the final three months
of 1980 as business activity improved.
Consumers began to restock, although high
interest rates had a restraining influence on the
moderate recovery.

The stainless steel industry anticipates a
moderate increase in 1981 over the 1980
level. Most other sectors, such as the super
alloy and high nickel alloy sectors, are
expected to parallel their 1980 performance.

In Europe, general economic conditions
began to deteriorate rapidly through the
second half of 1980, with a corresponding
marked decrease in producer nickel deliveries.
European stainless mills cut back production
and some steelmakers operated at only 50 per
cent of capacity.

No substantial improvement in the economy
is expected before the second half of 1981. It
is anticipated, however, that over the year
nickel demand will be slightly higher than in
1980.

Copper

Non-Communist world copper consumption
in 1980 declined to about 7,937,000 tons, a 4
per cent decrease from the record level of
8,267,000 tons in 1979. Production in 1980 of
7,716,000 tons was approximately the same
asin 1979. Production would have been
substantially higher had it not been for the
strike in the United States copper industry
which commenced in July and affected
production until November. The loss was
offset by increased output from Zaire, Zambia,
Canada, Chile and Peru. Production is
expected to exceed consumption slightly in
1981, resulting in a moderate rise in
inventories.

Cobalt

Non-Communist world consumption of cobalt
declined in 1980, in line with the lower levels of
economic activity in most countries. The price
increases of 1978 and 1979 stimulated some
substitution for cobalt, particularly in the
magnetic alloy and hard facing sectors. Cobalt
demand was outstripped by production,
resulting in a buildup of producer inventories
by year-end.

(Other Metals — page 56)
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Falconbridge’s current advertising
campaign in international markets feature:
a series of striking poster designs, several
of which appear throughout this report.
Each advertisement includes a stylized
rendering of a falcon, artistically integratec
with a particular theme or product form ar

accompanied by appropriate text.
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LEFT: Falconbridge outdoor advertising
board, strategically situated near the
expressway leading downtown from the
Pittsburgh airport.
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THE INTEGRATED NICKEL OPERATIONS

Metals Review (continued)

Other Metals

All precious metal prices moved over a wide
range in 1980. Prices moved up very sharply
through the first quarter of 1980 but only gold
and platinum retained these high levels
throughout the year. Gold prices were
U.S.$560 per ounce at the beginning of the
year and closed at U.S.$590 per ounce at year
end. Silver prices were very erratic throughout
the year, opening at U.S.$38 per ounce and
closing at U.S.$16 per ounce. Platinum prices
were U.S.$806 per ounce in January, 1980,
and U.S.$578 per ounce at the end of the
year.

Management

Falconbridge Canada
Canadian Marketing Division of
Falconbridge Nickel Mines Limited

President M. O. Pearce
Vice-President Marketing T. J. Desanti

Falconbridge International Limited
President J. A. Vermeulen

Falconbridge U.S. Incorporated

General Manager R. W. Bain
Falconbridge Europe S.A.
General Manager J. H. Lilly

Wesfrob Mining Division

(Formerly Wesfrob Mines Limited)

Earnings for the year were $1,503,000
compared with $4, 674,000 in 1979. The
reduction was due to decreased revenue from
lower copper production and increased
operating costs which were only partially offset
by higher sales of iron concentrate.

Production of iron concentrates at 677,000

tons was the highest in several years. This level
is expected to be maintained throughout 1981
and 1982.

During 1980 sufficient ore reserves were
developed to continue the operation through
1987.

Year Ended December 31
1

Production 1980 1978
Ironconcentrates — tONS . . . ... ... .......oooain 677,000 638,000 560,000
Copper concentrates —tons. . ........... T 12,000 18,000 14,000
Copper inconcentrates — pounds . ... ............... 4,904,000 7,174,000 5,769,000
Financial
Revenue from metals produced ... ................... $18,473,000 $21,069,000 $13,222,000
Earnings before amortization and depreciation ... ....... 2,186,000 5,545,000 1,856,000
EarningsOrtiBYOAT o spmpr wsinat mEenem s 1,503,000 4,674,000* 538,000*
— pershareof Falconbridge . ................... ... 30¢ 93¢ 11¢

* Before consolidation adjustments.

Management
President

Mine Manager

P. L. Munro
Vice-President and General Manager C. L. Stafford
W. H. Muise
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MAJOR SUBSIDIARY AND ASSOCIATED COMPANIES

Corporation Falconbridge Copper
(Formerly Falconbridge Copper Limited)

Earnings in 1980 were $30,333,000 compared
with $46,549,000 in 1979. The 1980 earnings
reflect lower metal production, higher
operating costs, increased exploration
expenditures and a higher rate of tax offset by
higher copper and gold prices, lower provision
for depreciation of fixed assets and
amortization of preproduction expenses and
higher income from investments. Working
capital increased by $21,789,000 after
payment of dividends of $12,970,000, fixed
asset expenditures of $1,368,000 and
exploration and development expenditures of
$15,267,000.

Total metal production from all three
divisions of the Company was 69,172,000
pounds of copper, 50,984,000 pounds of zinc,
44,000 ounces of gold and 1,782,000 ounces
of silver. Copper production decreased by
14,375,000 pounds from 1979, gold by 4,000
ounces, zinc by 40,726,000 pounds and silver
by 564,000 ounces.

Lake Dufault Division

Operating profit for the year at the Lake
Dutault Division was $12,898,000 or
$19,377,000 less than in 1979, due primarily
to lower production of all metals, higher
operating costs and increased exploration
expenditures. Operating costs of $15,245,000
were higher than in 1979 due mainly to the
commencement of production at the Corbet
Mine in January, 1980.

Tonnage milled in 1980 totalled 524,000
tons grading 2.70 per cent copper and 2.19
per cent zinc. This compares with 463,000
tons grading 3.60 per cent copper and 4.90
per cent zinc in 1979. Production in 1980 of
26,776,000 pounds of copper, 15,885,000
pounds of zinc, 302,000 ounces of silver and
8,000 ounces of gold was lower than in the
previous year.

Proven and probable ore reserves at the end
of 1980 were calculated at 2,970,000 tons with
average grades of 2.98 per cent copper and
2.05 per cent zinc, compared with 3,572,000
tons with average grades of 2.99 per cent
copper and 2.13 per cent zinc at the end
of 1979.

The Millenbach Mine, which operated on
lower grade ores in 1980, will be closed in
1981 due to the exhaustion of its reserves.

Opemiska Division

The Opemiska Division achieved an operating
profit of $22,258,000 in 1980 compared with
$22,671,000in 1979.

Ore milled in 1980 totalled 1,063,000 tons,
11,000 tons more than in 1979. Copper
production of 32,330,000 pounds was
3,992,000 pounds below that of the previous
year, silver production decreased by 41,000
ounces to 261,000 ounces, and gold
production decreased by 2,000 cunces to
33,000 ounces.

Proven and probable ore reserves at
December 31, 1980 for the Springer, Perry and
Cooke Mines totalled 3,755,000 tons grading
1.71 per cent copper compared with 4,675,000
togns grading 1.89 per cent copper at year-end
1979.

Sturgeon Lake

The operating profit of the Joint Venture for
1980 was $27,036,000, a decrease of
$9,837,000 from that of 1979. The milling of
ore from the Joint Venture ceased during
October and silver-rich tailings were treated in
the concentrator until the termination of
operations on December 12, 1980.
Corporation Falconbridge Copper’'s share of
the operating profit in 1980, after all charges,
amounted to $23,028,000.

Tonnage of ore milled was 329,000 tons
and tonnage of high silver tailings was 80,000
tons. Production in 1980 at Sturgeon Lake
was 10,778,000 pounds of copper,
37,580,000 pounds of zinc, 4,346,000 pounds
of lead, 1,305,000 ounces of silver and 3,000
ounces of gold. Production in 1979 was
16,714,000 pounds of copper, 58,707,000
pounds of zinc, 4,873,000 pounds of lead,
1,665,000 ounces of silver and 4,000 ounces
of gold.

A final environmental plan for the Sturgeon
Lake property, which was submitted to the
Ontario Ministry of the Environment, will be put
into effect in 1981.

(Tabulation — page 58)




MAJOR SUBSIDIARY AND ASSOCIATED COMPANIES

Corporation Falconbridge Copper (Continued)

Capitalization
Comrmon shares .

As at December 31, 1980
Qutstanding Held by Falconbridge

12,970,125 6,509,696 50.2%

Year ended December 31

Vice-President — Operations
Manager, Opemiska Division
Manager, Lake Dufault Division
Manager, Sturgeon Lake Joint Venture

Financial 1980 1979 1978
Revenue from metlal shipments ............ $171,428.000 $204,818.000 $132,429,000
Earnings before amortization and depreciation 35,708,000 54,651,000 22,045,000
Income and mining taxes =B 34,845,000 47,500,000 17,267,000
Earnings for the year ... .. - 30,333,000 46,549,000 15,058,000
Dividends paid ............... 12,970,000 7,782,000 2,594,000
Dividends paid per share ; $1.00 60¢ 20¢
Working capital REI- 106,983,000 85,194,000 45,525,000
Falcanbridge interest* in earnings for the year . . . $ 15,227,000 $ 23,368,000 $ 7,559,000
— per share of Falconbridge . . .. ........ $3.03 $4.65 $1.51
Falconbridge interest in dividends paid $ 6,510.000 $ 3,906.000 $ 1,302,000
— per share of Falconbridge $1.30 $0.78 $0.26
* Before consolidation adjustments
Management '
Chairman of the Board A. G. Slade
President and Chief Executive Officer L. C. Kilburn

Roger Plasse

P. P. Dessureault
W. R. Wright

H. R. Graham

New Quebec Raglan Mines Limited

The Company's wholly-owned subsidiary,
Raglan Quebec Mines Limited, holds
exploration permits covering 326 square miles
and 167 mineral claims in the Ungava region
of Quebec.

In 1980 an airborne magnetometer survey
was taken of the permit areas. In addition,
the rehabilitation of equipment and facilities
was completed in preparation for the 1981
diamond drilling and surface mapping
program. Net expenditures on the properties
to date have amounted to $35,185,000.

An extensive review of feasibility studies was

carried out in 1980. Methods of providing less
expensive power and reduced plant
construction costs were identified, as a basis
for further technical and economic evaluation
in 1981. Profits commensurate with the risks
of operating in such a remote northern
location must be indicated before development
to production. The exploration permits and
development licences pertaining to these
properties expire in 1982 and the Company
believes that new permits will be issued.

Proven and probable ore reserves are
16,050,000 tons grading 2.58 per cent nickel
and 0.71 per cent copper.

Capitalization

Raglan Quebec Mines Limited

New Quebec Raglan Mines Limited common shares . . ..

As at December 31, 1980
Qutstanding Held by Falconbridge

7,790,785* 5,326981* 684%

- i ———

Preferred shares — 6% . . . 7,500,000 7,500,000 100%
— 8%..... 7,500,000 7,500,000 100%
— 6%%.... 3,404 477** 3,404,477 100%
Common shares 3 4 005***
* Includes 26,914 commaon shares to be issued
** Includes 1,007,911 6%% preferred shares to be issued
*** Wholly-owned by New Quebec Raglan Mines Limited
Management P o .
President L. C. Kilburn
Vice-President T. F. Pugsley
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Indusmin Limited

Indusmin Limited (Indusmin) results include
the operations of the parent company
(Company) and its subsidiary companies,
Fahramet Limited (Fahramet) and
Lawson-United Feldspar and Mineral
Company.

Record sales revenue was established again
in 1980 totalling $63,945,000, an increase of
14 per cent over 1979. Increases were
experienced in all the Company's Mineral
Division operations except Ontario Silica
where lump quartzite sales were substantially
reduced because of the economic recession in
North America. Fahramet's steel castings sales
in the first six months of 1980 continued the
strong trend of the latter part of 1979. In the
second half of 1980, however, they were
considerably depressed in recessionary
markets.

After-tax consolidated earnings were
$3,521,000, a decline of 14 per cent from the
record established in 1979; however, this
represented the second best year in
Indusmin'’s history. The earnings of Fahramet
were significantly lower in 1980 than in the
prior year, reflecting pressures on pricing due
to excess industry capacity and strong
competition. In addition, depressed markets

caused under-utilization of Fahramet's
modernized sand casting facility. These
circumstances led to a 21 per cent reduction
in the work force.

The new $4,000,000 foundry facilities at
Fahramet, which were brought into production
during 1980, coincided with the downturnin
the economy; therefore, the benefits of this
plant modernization have yet to be fully
realized.

The new dryer installed at the Company's
Quebec Silica operations at the end of 1979 at
a cost of $1,800,000 has provided the energy
savings and efficiencies anticipated.

The only major capital expenditure
commitment during 1980 was for a new
electric shovel for the Acton aggregates
quarry. The capital outlay for this replacement
unit will be approximately $1,300,000, with
assembly and start-up scheduled for the first
quarter of 1981.

The outlook for 1981 depends upon the
extent of general economic recovery from the
present recession. All Indusmin operations are
prepared to respond quickly to any upturn in
the market.

Capitalization
Commonshares............. T

As at December 31, 1980

Financial (Consolidated)

SAIBE s st s C AR IR

Earnings before amortization

and depreciation™ wisiesis s v ave il sals
Earnings for theyear* ..................
Dividends paid — 90¢ per share . . . .... ..

Working capital* . . . . . ..

Qutstanding Held by Falconbridge
1,167,901 806,030 69%
Year ended December 31, 1980

1980 1979 1978
$ 63,945,000 $ 56,038,000 $ 46,686,000
6,568,000 6,990,000 6,116,000
..... 3,521,000 . 4,109,000 3,185,000
..... 1,051,000 1,051,000 1,051,000
13,129,000 11,210,000 8,410,000

* A tax reassessment of $143000 f’eééived in 1980 resulted in the restatement of certain prior years' data.
Falconbridge Nickel Mines Limited included the reassessment in its 1980 consoclidated accounts and did not

restate prior years.

Falconbridge interest** in earnings for the year . . . $ 2.429.000 $ 2,836,000 $ 2,098,000

— per share of Falconbridge . . . . ......
Falconbridge interest in dividends paid .. . ... ...
— per share of Falconbridge . . . . ......

** Before consolidation adjustments.

..... 48¢ 56¢ 42¢
$ 725,000 $ 725,000 3 725,000
..... 14¢ 14¢ 15¢

Management

President and Managing Director
Executive Vice-President

Senior Vice-President Minerals Division
Senior Vice-President Castings Division
Vice-President Corporate Affairs

lan H. Keith

C. M. Woodruff
A. Lavertu

J. L. Caylor

S. B. Goss
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MAJOR SUBSIDIARY AND ASSOCIATED COMPANIES

Falconbridge Dominicana, C. por A.

The Company incurred a net loss of
RD$8,578,000 in 1980 compared with
earnings of RD$8,572,000 in 1979. Demand
for ferronickel weakened dramatically late in
the second quarter of the year and, in order to
avoid excessive inventory build-up, the
Company suspended its production
operations for three months from August 1,
1980. The suspension was extended by two
months as the recovery in demand for the
Company's ferronickel products was slower
than anticipated. In late November, when it
became apparent that the inventory level
would be normalized by year end, a decision
was made to resume production in January,
1981

Total shipments in 1980 were 36,491,000
pounds of contained nickel compared with
54,130,000 pounds in 1979. The reduced
demand for ferronickel and continued
escalation of oil prices aggravated an already
critical cash situation. As a result, the
Company called upon Falconbridge Nickel
Mines Limited and the other project sponsor to
provide additional funds, pursuant to the terms
of its financing agreements. This additional
funding is in the form of subordinated notes

which bear interest at a rate of 1 per cent
above the United States prime rate in effect on
the date the notes are issued. During the year,
notes amounting to U.S.$14,223,000 were
issued, and further notes will be issued to meet
cash requirements in 1981.

The total debt at December 31, 1980 was
RD$127,380,000 including an unfavourable
exchange adjustment of RD$5,924,000. The
adjustment resulted from the conversion of the
non-U.S. dollar portion of the loan from the
International Bank for Reconstruction and
Development (Waorld Bank) at current rates of
exchange. In 1981, RD$14,264,000 of the
debt matures.

Proven and probable ore reserves at the end
of 1980 were 66,000,000 dry short tons
grading 1.64 per cent nickel compared with
68,700,000 dry short tons grading 1.64 per
cent nickel in 1979.

The total permanent work force at year-end
1980 was 2,112 employees, of whom 2,073
were Dominican and 39 were expatriate
personnel. At the end of the previous year
there were 2,130 employees: 2,087
Dominicans and 43 expatriates.

Capitalization
Common shares .. . . .. b e

As at December 31, 1980

Production

Shipments of ferronickel
(nickel content in pounds) - e e

Qutstanding Held by Falconbridge
3,000,000 1,971,524 65.7%
Year ended December 31
1980 1979 1978
36,491,000 54,130,000 43,562,000

Financial
(RD$1.00 equals U.5.$1.00)

Revenue from metal shipments .

Earnings before interest on debt, depremanon
and amortization . . . . .. P

Earnings (loss) for the year

Working capital .

Long-term debt (1980 excludes RD$14 264.000
in current liabilities; 1979 and 1978
excludes RD$11,144.000 and
RD%$3,413,000 respectively)

RD$117,684.000 RD$137,165,000

RD$ 78.459,000

11,738,000 29,914,000 2,742,000
(8,578.000) 8,572,000 (12,311,000)
43,679,000 48,028,000 37,693,000
113,116,000 110,534,000 121,167,000

Falconbridge interest* in earnings (loss)

Cdn.$(6.274.000)
Cdn.$(1.25)

Cdn.$6,493.000
Cdn.$1.29

Cdn.$(7,706,000)

for the year .
Cdn.$(1.53)

- per share oi Falconbndge
*Before consolidation adjustments
H. T. Berry

Management
President
Executive Vice-President lan H. Keith

Vice-President and General Manager W. W. Dales
Manager of Operations R. McAllister




MAJOR SUBSIDIARY AND ASSOCIATED COMPANIES

Giant Yellowknife Mines Limited

The Company's results include the operations
of its subsidiary companies, Lolor Mines
Limited and Supercrest Mines Limited

Consolidated earnings were $6,292,000 in
1980 compared with $8,315,000 in 1979

The lower earnings reflected a loss of
production due to an illegal walkout of two
weeks' duration in April, and a legal strike that
lasted from July 10 to October 24, which
affected all operations in the Giant Group.

Production for 1980 totalled 227,000 tons
grading 0.20 ounce of gold per ton compared
with 416,000 tons at 0.21 ounce of gold per ton
in 1979. Bullion output in 1980 was 38,000
ounces compared with 75,000 ounces in the
prior year.

Costs continued to escalate, particularly for
electrical power and oil. Cost of supplies
increased significantly, and labour costs also
increased under the new contract which
extends from April 1, 1980 to June 30, 1982.

To a large extent the improvement in the
average price received for gold, from $412 per
ouncein 1979 to $730 per ounce in 1980,
offset the increased costs and loss of revenue
caused by the strike. Higher gold prices also
enabled further additions of lower grade ore to
ore reserves. After mining 227,000 tons in
1980, developed ore reserves as at December
31, 1980, were 2,005,000 tons at 0.21 ounce

of gold per ton, compared with 2,054,000 tons
at 0.21 ounce of gold per ton at December
31, 1979.

The strike prevented almost all of the
exploration drilling planned for the Supercrest
and Northbelt properties during 1880.
Exploration for precious metals, however, was
carried out elsewhere in the Northwest
Territories, in Saskatchewan and, through a
company jointly owned by the Company and
United Keno Hill Mines Limited, in Utah and
Nevada. Some encouragement was received
in Saskatchewan and in Nevada, as well as at
two locations in the Northwest Territories, and
drill testing will be required in 1981. Results of
drilling on a base metal project in
Newfoundland were disappointing; however
this work will be continued during 1981.

Metallurgical investigations were carried out
on drill core obtained from the Sudbury Basin
property in 1979. Although some
encouragement was obtained, further detailed
metallurgical testwork will be necessary before
a decision can be made regarding a pilot plant
study.

A reassessment of the Salmita gold property,
250 miles north of Yellowknife, was initiated
during 1980. Previous work has indicated
potential reserves of 135,000 tons grading
0.625 ounce of gold per ton.

Capitalization
Common shares

Outstanding

As at December 31, 1980
Held by Falconbridge_

4,303,050 824,413 19.2%

Year ended December 31, 1980

e

Production (Consolidated) 1980 1979 o 1978 B
Ore milled — tons 227.000 416,000 397,000
Gold produced — ounces 38.000 75,000 95,000
Financial (Consclidated) iy
Revenue from metals produced . ..... ... ... .. $ 28,142,000 $31,129,000 $22,362,000
Earnings before amortization

and deprecialion 6,790,000 8,739,000 4,455,000
Earnings for the year 6,292,000 8,315,000 3.731,000
Dividends paid 4,303,000 2,582,000 2,151,000

Dividends paid per share . At $1.00 60¢ 50¢

Worxing capital 15,977.000 15,765.000 10,753.000
Falconbridge inlerest* in earnings for the year . . - $ 1206000  $ 1596000 $  715.000
— per share ol Falconbridge et 24¢ 32¢ 14¢
Falconbridge interest in dividends paid .. . ... ... 3 825,000 $ 495,000 $ 412.000
— per share of Falconbridge . ... .......... 16¢ 10¢ 8¢

* Before consolidation adjustments, accounted for on an equity basis

D. J. Emery
W. A Moore .

Management
President and Managing Director
General Manager
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United Keno Hill Mines Limited

Earnings of $7,679,000 in 1980 were the
second highest in the Company's history.

All operations at the Elsa Mining Division
were adversely affected by a legal strike of
unionized employees which commenced
September 10, 1980. At March 13, 1981 the
strike was still in effect and all operations at
the Elsa Mining Division remained shut down.
The Elsa Mining Division is the only productive
property of the Company.

Construction of the Venus Mine project near
Carcross, Yukon, some 340 miles south of
Elsa, was started in September, 1980. This
100-ton per day gold-silver operation is
expected to come on stream in August, 1981,
with construction costs estimated at
$7,800.000. Proven and probable reserves at
Venus Mining Division, sufficient for three

years’ operation, are 120,000 tons grading 6.6
_ounces of silver per ton and 0.22 ounce of
gold per ton.

The average price received in 1980 for silver
was $17.91 per ounce compared with $19.83
per ounce in 1979.

Proven, probable and indicated ore reserves
at the Elsa Mining Division increased in 1980
to 480,000 tons grading 24.7 ounces of silver
per ton, including 62,000 tons grading 21.0
ounces per ton in stockpile. At year-end 1979,
reserves were 331,000 tons grading 29.1
ounces per ton. Ore reserve increases were
recorded after mining 88,000 tons grading
23.0 ounces per ton in 1980. Additions were
made in several areas that will be mined by
open pit and in the south-west Husky, which
will be an underground operation.

Capitalization
EOmMMION Shares ...l a et

Qutstanding

As at December 31, 1980
Held by Falconbridge

2,470,000 1,195,989 48.4%

Year Ended December 31

Production 1980 1979 1978

Ore milled — tons 88,000 124,000 90,000
Silver produced — ounces . 1,665,000 2,481,000 2,738,000
Lead produced — pounds . . 3,296,000 5,620,000 7,521,000
Financial

Revenue from metal shipments . $31,742,000 $53,226,000 $21,623,000

Earnings before amortization and deprematlon 8,705,000 21,573,000 4,338,000
Earnings for the year . bkt b 7,679,000 20,726,000 3,769,000
Dividends paid . .. . .. 5,434,000 4,940,000 1,729,000
Dividends paid per share $2.20 $2.00 70¢
Working capital . 30.912,000 31,313,000 16,684,000
Falconbridge interest* in earnings for the year . $ 3,718,000 $ 10,035,000 $ 1,825,000

— per share of Falconbridge . . . . .. 1. $0.74 $1.99 $0.36
Falconbridge interest in dividends paid . $ 2,631,000 $ 2,392,000 $ 837,000

— per share of Falconbridge . . $0.52 $0.47 30.16

* Accounted for on an equity basis

Management

President and Managing Director P. L Munro
Vice-President C. L. Stafford
Mine Manager V. E. Smith




MAJOR SUBSIDIARY AND ASSOCIATED COMPANIES

Kiena Gold Mines Limited

The property of Kiena Gold Mines Limited,
comprising 59 mining claims, covers an area
of 2,999 acres in Dubuisson Township in the
Province of Quebec, six miles west of Val d'Or
Preliminary work at the property was carried
out during the period 1962-65 and included
the sinking of a shaft to a depth of 1,324 feet,
lateral extensions on three levels, and a
program of definition diamond drilling.

The project re-evaluation and mining work
initiated in 1979 was continued in 1980. All
of this work was undertaken and supervised
by the lechnical and financial staff of
Falconoridge Nickel Mines Limited. This
extensive preparatory program, which was
also financed by Falconbridge, included
several major components: a comprehensive
feasibility study, the dewatering and inspection
of the mine workings, the installation of basic
mine piant, structural geological and
geotechnical studies, mine and plant design
and arrangements for suitable custom milling
capacity. The results culminated in a decision
by the Kiena Board of Directors in June, 1980
to put the property into production.

To tinance the project, Kiena has arranged a
$25,000,000 revolving term loan with a
Canadian bank. The amount drawn down
under this term credit as at December 31,
1980 was $8,100,000. The loan is secured by
a fixed and floating charge upon Kiena's
assets. Proceeds tfrom the loan were first used
to repay Falconbridge for its initial financing of
the new project, in the amount of $3,400,000.

Kiena has signed a custom milling contract

with Lamaque Mining Company Limited. It
provides for the milling of a minimum of

900,000 tons of Kiena ore over a period of
three years commencing in October, 1981,
with an option to extend the contract for an
additional period of one, two or three years.

An Environmental Impact Analysis Report
has been prepared and filed with the
Department of the Environment in Quebec

At the end of 1980, underground
development work was proceeding on schedule
with stope preparation work due to commence
early in 1981. Construction of surface and
underground plant and facilities was also well
advanced, for operation by mid-1981. The
work at the property is being undertaken by
contractors; meanwhile, active recruitment of
mine staif is in progress.

The Kiena Mine is projected to reach its full
productive capacity of 25,000 tons per month
during the fourth guarter of 1981 and will
require 100 to 130 employees

Proven and probable ore reserves have
been calculated at 2,500,000 tons with an
average grade of 0.23 ounce of gold per ton,
including an allowance for dilution. At prevailing
gold prices, considerable potential exists at
depth for additional reserves at a lower grade.
This would depend upon the application of
lower cost bulk mining methods and the
economies of scale resulting from an expansion
in production rate. Construction of a
Company-owned mill is under active
consideration

Capitalization

Commeoen shares
Preference shares
Long-term debt

As at December 31. 1280

Outstanding Held by Falconbridge
4.876.848 3,331,203 68.3%
2.467.459 2467459 100%

$8.100.000

Management

Pres:dent G P. Mitchell
Project Manager B A. Ferguson
Mine Manager R. O. Vezina

Blanket Mine (Private) Limited

Consolidated earnings in 1980 were
$3,797,000 compared with $1,301,000 in
1979. Ore milled increased marginally to
166,000 tons while gold production remained
constant at 15,000 ounces in 1980. The
average price received increased from

U.S. $218 per ounce in 1979 to U.S. $606 in
1980, resulting in a 103 per cent increase in
net metal revenue. The cost per ton of ore
milled increased 23 per cent over that of 1979
because of higher costs of labour and
materials.

A total of 9,185 tons of ore was mined on a
tribute basis from the Lima property situated
near the Blanket Mine. Subsequent to year
end, management approved the outright
purchase of these claims, pursuant to an
option held by the Company.

An $8,000,000 development program
commenced during the year at the wholly-
owned subsidiary, Golden Kopje Mine (Private)
Limited. This property is expected to come into
production in late 1981, with production
reaching 10,000 ounces of gold in 1982.
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Blanket Mine (Private) Limited (Continued)

As at December 31, 1980

R i JVI.\.....H_...._..._.._..........._

Capitalization m, Held by Falconbridge
Common shares 9.208 9,208 100%
Year ended December 31
Production 1980 1979 1978
Ore milled — tons . .. s e 166,000 165,000 169,000
Gold produced — ounces . . .. ..... . 15,000 15,000 16,300
Financial a
Net revenue from metals produced .. . . .. . $10,922,000 $ 5,382,000 $ 3,789,000
Earnings before depreciation ... .. .. - 4,056,000 1,565,000 760,000
Earnings fortheyear* .. .. .. ... e b 3,797,000 1,301,000 557,000
Dividends paid* .. ........ S VY 2, 1,637.000 1,189.000 785,000
— per share of Farconbndge ,,,,, S0 33¢ 24¢ 16¢
Working capital : g 1,758,000 916,000 571.000

* Only dividends received by Falconbridge are reflected in consolidated earnings.

Management
Managing Director A. Ryan
General Manager D. J. Shand

Western Platinum Limited

i Earnings for the fiscal year ended September
f 30, 1980 amounted to R25,144,000

During 1980, the Company repaid all of its

loans from shareholders, in the amount of
f compared with R6,813,000 a year earlier. R13,800,000.
i Ore milled increased marginally to The Company has commenced a

1,444,000 tons from 1,354,000 tons in 1979

i Platinum sales decreased 9 per cent to

i 75,000 ounces while the average price

} received increased substantially, from

‘[ U.S. $384 per ouncein 1979to U.S. $613 in
1 1980. Total metal revenues increased to
R57,783.000 from R42,496.000 in 1979.

£ As a result of the improvement in precious

: metal prices, the Company increased

5 development work by 23 per cent over that of
1979. Inflationary increases in operating costs

R25,000.000 expansion program which will
increase the annual production of platinum
group metals to 245,000 ounces. Also, the
Company has agreed in principle to purchase
a precious metals refinery in South Africa
which has previously been treating the
Company's production. To finance these
aclivities the shareholders approved a
resolution to increase the share capital of the
Company by R20,000,000 which will be taken
up by the shareholders on a pro-rata basis
over the next two years.

production and by productivity gains made by
the Company during the year.

|
i were partially offset by the high level of
|
| As at September 30, 1980

Capitalization _Outstanding Held by Falconbridge
Ordinary shares WU o Tl o 10,000,000 2,500,001 25%
s Year ended September 30

Production mfﬁlE-?_BQ__ er WL 1978
Oremilled —tons . .......... ; ; 1,444,000 1.354,000 1,165,000
Platinum group metals — ounces . 150,000 132,000 113.000
Nickel — pounds SR o ; 3.761,000 3,466,000 3.047.000
Financial

1 Rand = Canadian . e s T N L A $1.56 $1.41 $1.37
Revenue from metal sales . L e : R&57,783,000 R42,496.000 R25,405.000
Earningsiforthe year®. ..... < aaan ; : 25,144,000 6,813,000 3,120.000
Warkirigicapifall. o« oh. s s e vt 13,530.000 15,400,000 13,451,000

* Accounted by Falconbridge on a cost basis.

. Management

L Joint Managing Directors C. P. Beatty
i S. C. Newman
{ Mine Manager A. A. Saffy

I‘ 65



MAJOR SUBSIDIARY AND ASSOCIATED COMPANIES

Oamites Mining Company (Proprietary) Limited

Earnings of $1,387,000 in 1980 were
$703,000 lower than in 1979. Copper
production in 1980 decreased by 6 per cent
from that of the prior year, to 12,892,000
pounds, with no significant change in the
average price of copper. Silver production
increased by 83,000 ounces to 229,000
ounces in 1980 and the average price
received increased by 29 per cent.

Strong inflationary pressures caused
operating costs per ton of ore milled to
increase by 24 per cent

At December 31, 1980 proven and probable
ore reserves at the Oamites Mine amounted to
1,927,000 tons grading 1.07 per cent copper,
an increase of 42,000 tons from 1979.
Development work on the Swartmodder
property, which commenced in 1979, was
completed and the property was brought into
production in October, 1980. Underground
development work currently in progress
indicates that the reported mineral reserves at
the Swartmodder Mine may be lower than
anticipated

Capitalization
Common shares

QOutstanding

As at December 31, 1980
Held by Falconbridge

~190.000 74.9%

253,680

Year ended December 31

Production 1980 1979 1978
Ore milled — tons . 628,000 634,000 678,000
Recoverable copper — pounds 12,892,000 13,738.000 15.247.000
Financial
Revenue from sale of concentrates . . $20,003,000 $18,495,000 $13,380,000
Earnings before amartization and depreciation 2,708,000 3,285,000 1,601,000
Earnings for the year st ; 1,387,000 2,090,000 619,000
Dividends paid . 1,069,000 1,071,000 516,000
Divdends paid per share $4.21 $4.22 $2.03
Working capital ] 3,917,000 3.460,000 2,069,000
Falconbridge interest* in earnings for the year . . 1,039,000 $ 1,565,000 $ 463,000
— per share of Falconbridge . . .. ...... 21¢ 31¢ 9¢
Falconbridge interest in dividends paid . . . . 801,000 3 802.000 $ 386,000
— per share of Falconbridge . . . 16¢ 16¢ 8¢

* Before consolidation adjustments

Management

General Manager D. P. Hugo
General Superintendent R. Jervis







Corporate Offices

Head Office — P.O. Box 40,
Commerce Court West, Toronto,
Cntario, Canada M5L 1B4
Telephone (416) 863-7000

Telex 065-24211. Cables “Falconbrij”

Vancouver Office —
1112 West Pender Street,
Vancouver, B.C. V6E 2S1

Among Wholly-Owned
Operations

Falconbridge Nikkelverk
Aktieselskap

Kristiansand S., Norway

G. Lous — Chairman of the Board
E. Wigstol — Managing Director

Wesfrob Mining Division

Tasu, Queen Charlotte Islands, B.C.
F. L. Munro — President

C. L. Stafford — Vice-President and
General Manager

Canadian Nickel Division
Falconbridge, Ontario POM 1S0
A. G. Slade — President

G. B. Reed — General Manager,
Sudbury Operations

Sudbury Operations

Mines — Falconbridge, East, Lockerby,
Onaping, North, Strathcona

Mine Under Development — Fraser

Concentrators — Falconbridge,
Strathcona

Smelter — Falconbridge

Marketing Subsidiaries

Falconbridge International Limited
Gibbons Building, Queen Street
Hamilton 5-31, Bermuda
Telephone (809) 292-4700

Telex 290-3479

Rapifax: 809-292-5441

Falconbridge Europe S.A.

150 Chaussée de La Hulpe — Bte. 15
B-1170 Brussels

Belgium

Telephone: (02) 673-99-50

Telex: (046) 23280

Rapifax: (02) 660-64-82

Falconbridge U.S. Incorporated
Seven Parkway Center

Suite 450

Pittsburgh, Pennsylvania 15220
USA.

Telephone: (412) 922-0100
Telex: 866-507

Rapifax: 412-922-5515

Falconbridge Canada

P.O. Box 40, Commerce Court West
Toronto, Ontario, Canada M5L 1B4
Telephone: (416) 863-7000

Telex: 065-24211

Rapifax: 364-8986
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Products

Products of Falconbridge Nickel Mines
Limited and affiliated companies include
nickel, ferronickel, copper, cobalt, gold,
silver, platinum, palladium, iridium,
rhodium, ruthenium, selenium, lead. iron
ore, zinc, cadmium, nepheline syenite,
silica, feldspar, mica, limestone
aggregates, liquid sulphur dioxide, carbon
and high-alloy steel castings, and other
products for consumer and industrial use.

Research Laboratories
Falconbridge Metallurgical Laboratories,
Richmond Hill, Ontario; Kristiansand S.,
Norway.

Exploration Offices

Toronto, Sudbury and Timmins, Ontario;
Quebec City, Quebec; Vancouver, British
Columbia; Winnipeg, Manitoba; St. John's,
Newfoundland; Santo Domingo,
Dominican Republic; Oslo, Norway;
Johannesburg, South Africa; Windhoek,
Namibia (South West Africa); Gaborone,
Botswana; and Manila, Philippines.

Solicitors
Tilley, Carson & Findlay, Toronto

Auditors
Clarkson Gordon, Toronto

Transfer Agents and Registrars

Crown Trust Company, Toronto,
Montreal, Vancouver and Calgary

Registrar and Transfer Company
New York and Cranford, N.J., U.S A

Stock Exchanges

The shares of Falconbridge Nickel Mines
Limited are listed on the Toronto,
Montreal and Vancouver stock
exchanges.

The shares are also traded Over-the-
Counter in the United States. The
NASDAQ symbol is FALCF.
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