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Highlights
1981 1980 1979

Earnings (loss) for the year

before extraordinary item . . . . . $ (3,902,000 $ 71,422,000 $110,561,000

—pershare.............. (0.78) 13.04 21.01
Earnings (loss) for the year ...... (9,024,000) 109,122,000 130,561,000

—pershae.............. (1.81) 20.61 2503
Dividends pershare.......... 1.50 350 =300
Workingcapital . . .. ......... 473,170,000 362,119,000 380,883,000
Long-term debt (and preference e

sharesin1979) ............ 465,386,000 285,801,000 362,170,000
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Report of the Directors to the Shareholders

The weakness in international metal markets that began to
appear in the spring of 1980 continued for the balance of
that year and throughout 1981. As a consequence Falcon-
bridge Nickel Mines Limited has experienced a very diffi-
cult period, recording a consolidated loss in the past year of
$9,024,000 or $1.81 per common share. Included in the loss
was an extraordinary charge of $5,122,000 or $1.03 per
common share resulting from the write-off by United Keno
Hill Mines Limited of its Venus Mine project costs. Due to
depressed metal prices and increased operating expenses,
United Keno now considers these costs to be unrecoverable.
Because of the substantial decline in consolidated results, no
dividend was paid for the fourth quarter of 1981.

In 1980 consolidated earnings were $109,122,000 or $20.61
per common share, after providing for preference share
dividends. These earnings included an extraordinary credit
of $37,700,000 or $7.57 per common share resulting from the
acceptance of a public offer by The Superior Oil Company
to purchase all of the capital stock of Canadian Superior Oil
Ltd.

The loss in 1981 was due primarily to weak market demand
and lower nickel, copper and cobalt prices — reflecting the
downturn in the business cycle in Europe and North Amer-
ica — and to higher operating costs. Depressed prices also
extended to other metals produced by the Company and its
subsidiaries, such as gold, silver and the platinum group
metals. The world economy is not expected to show signifi-
cant improvement before the second half of 1982. Until that
improvement occurs, market demand for nickel and prices
for the Company’s products will likely remain weak.

During 1982 the Company plans to reduce its exploration
and development expenditures, as well as capital and operat-
ing costs, in order to maintain an adequate cash balance. To
maintain liquidity, the Company borrowed $171,403,000 from
a Canadian chartered bank during November. These mea-
sures should place Falconbridge in an advantageous position
to overcome the problems arising from present economic
conditions.

In January, 1982, Falconbridge Dominicana, C. por A.
announced the temporary suspension of production opera-
tions in the Dominican Republic, until there is an
improvement in world prices of, and demand for, ferronick-
el. Product inventory is adequate to meet current market
demand. This temporary cessation of operations will reduce
the amount of supplementary financing the Company is
required to make to Falconbridge Dominicana in accordance
with financing agreements.

There were several positive developments during the past
year. Even though nickel consumption in the non-
“ommunist world was about 4 per cent lower than in 1980,

‘alconbridge’s sales volume of nickel and ferronickel in all
.orms was 16 per cent higher. Other favourable features were
the official opening of the Fraser Mine at the Sudbury
\perations in September; the commencement of mine pro-

<t on, on schedule and within budget, by Kiena Gold

Mines Limited in Dubuisson Township, Quebec; encourag-
ing results from the diamond drilling program undertaken
by Corporation Falconbridge Copper at its Ansil property in
northwestern Quebec; and the start of underground explora-
tion at the Lac Shortt gold deposit in Gand Township,
Quebec.

The Company has reaffirmed its commitment to reduce
emissions that contribute to environmental problems. Tech-
nology developed and implemented by the Company enables
the Sudbury Operations to contain 82 per cent of the
sulphur in the ore treated. Continuing efforts are being
made to effect further improvements.

A more detailed presentation of the operations and finan-
cial results of the Company and its major subsidiary and
associated companies appears elsewhere in this report.

At December 31, 1981, there were 5,542 shareholders of
whom 3,996 were of Canadian registry holding 4,370,788
common shares. This represents 88 per cent of the 5,024,755
common shares outstanding after deducting 45,483 shares
held by subsidiaries. At the end of 1980 there were 5,908
shareholders of whom 4,230 were of Canadian registry hold-
ing 4,009,743 common shares and representing 80 per cent
ownership.

Several organizational changes took effect during the past
year. Mr. H. R. Hirsch and Mr. J. E. Reid resigned as
directors of the Company. Mr. H. T. Berry, President and
Chief Executive Officer, was elected Chairman of the Board
of the Company on September 14, 1981. On the same day
Mr. F. C. Ackman was elected a director of the Company and
was subsequently appointed Chairman of the Executive
Committee. Mr. L. G. Bonar was appointed Vice-President
Marketing and Sales; Mr. M. O. Pearce was appointed
Assistant Vice-President Marketing; Mr. J. M. Donovan,
formerly Controller of the Company, was appointed Vice-
President Finance; Mr. J. F. Gillies was appointed Control-
ler; Mr. E. L. Shiller was appointed Director Public Affairs;
Mr. P. D. Barber was appointed Director Human Resources;
and Mr. R. G. Smith was appointed Director Corporate
Planning. Early in 1982, Mr. Michael Walker was appointed
Vice-President Sales, and Mr. T. J. Desanti was appointed
Assistant Vice-President Commodity Marketing.

The directors of the Company express their sincere thanks
for the fine performance of management and employees at
all locations. Despite the past year’s unsettled economic
climate, commendable progress was made on several pro-
jects important to the Company’s long-term future. The
continuing support of shareholders, customers, contractors
and suppliers is also gratefully acknowledged.

On behalf of the Board of Directors:

H. T. BERRY,
Chairman of the Board,
President and Chief Executive Officer.

Toronto, Ontario.
February 25, 1982.
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“Jalconbridge pmducts include
eight forms of nickel as well as copper,
cobalt, silver; gold and platinum?’
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Falconbridge Nickel Mines Limited Review of Operations

Review of Operations : Subsidiary and Associated Companies
P ] b p

Integrated Nickel Operations . ................. 7  * Corporation Falconbridge Copper (a).............. 15
Operating Results . ... .....oovnvienineninanan .. 7 * New Quebec Raglan Mines Limited (a) ............. 16
Sudbury Operations (Mining & Reduction)......... 7  * Indusmin Limited (@) ..................oine. 16
Falconbridge Nikkelverk Aktieselskap (Refinery).... 9 Falconbridge Dominicana, C. por A. (a) . ........... 17
Maikettnig aid Salen: « coms ¢ v & uumm o s § s 4 9 * Kiena Gold Mines Limited (a) .. .................. 18

Oamites Mining Company(Proprietary) Limited(a). . . . 18
Corporate Operations ...................o.... 11+ Giant Yellowknife Mines Limited (b) . . .. .......... 19
Exploration..............oooiiiiiiin 11 * United Keno Hill Mines Limited (b) ... ............ 20
Mining Research ..., 12 Blanket Mine (Private) Limited (€) . . . .. vvvvvnnns 21
Metallurgical Research ................ ..o, 12 Western Platinum Limited (€) . . o ovvovvvenrenn... 21
Environmental Control . . . ............. .ol 13 (a) Consolidated subsidiary.
Wesfrob MAming DivIsion .. ... .. .ovenessoessnns  iDhAmsmied forng SRy Dads,

(c) Accounted for on a cost basis.

* These public companies are subject to corporate and securi-

ties legislation of various jurisdictions. Their annual

reports, from which this information has been extracted, are

available for public inspection at the offices of the regulatory

authorities which administer such legislation. .
THE GEOGRAPHICAL LOCATION OF CONSOLIDATED CAPITAL EXPENDITURES
PROPERTY, PLANT AND EQUIPMENT BY GEOGRAPHICAL AREA IN 1981
AT DECEMBER 31, 1981
Ontario 55%

(1980-52%)

Dominican
Republic 18%
(1980-22%)

Ontario 64% s
(1980-56%)

Quebec 16%
(1980-14%)

Quebec 28%
(1980-19%)
Norway 8%
(1980-9%)

Other Canada 2%
(1980-2%)

Other1%
(1980-1%)

Foreign7%
(1980-24%)

Other Canada 1%
(1980-1%)




Integrated Nickel Operations

The Integrated Nickel Operations include the Canadian
Nickel Division, Sudbury, Ontario, the Refinery in Nor-
way and the Company’s Marketing Group.

Operating Results

The Integrated Nickel Operations contributed a profit of
$31,059,000 in 1981 compared with $57,372,000 in 1980.
The decrease in earnings mainly reflected lower average
metal selling prices, higher production costs, increased
mine development expenses and depreciation, and higher
corporate expenditures. These factors were partially offset
by a more favourable exchange rate for the U.S. dollar
and higher metal sales.

Integrated Nickel Operations

Year ended December 31 1981 1980 1979
Revenue from mietAUBRIDMEBNIS . . . . oo v v ow ains s aos sos 50 s sasessins s $367,360,000  $350496,000  $348,973,000
Earnings before amortization and depreciation. . ........... ... .. .. oL, 62,781,000 84,531,000 81,719,000
InCame an I EMIRERES . i < v suar wraa voamsny amh s § eI GRETE W ¥R T G 12,472,000 47,189,000 33,145,000
EarniNaS ORI VBB - cie oo o sates oo Sn ca T L iR e S st TRE Savs 31,059,000 57,372,000 62,213,000

—pershareof Falconbridge . .. ... ... e 6.18 11.42 12.38

Sudbury Operations

Operating Review

Nickel production from Sudbury Operations during 1981
was 62,728,000 pounds compared with 66,495,000 pounds
in 1980. The lower production reflected adjustments
during the second half of the year to bring production
levels and sales into closer balance. Ore delivered to
treatment plants from the Company’s seven mines in the
Sudbury area totalled 3,042,000 tons compared with
3,262,000 tons in 1980. The Falconbridge, East, Lockerby,
Onaping, North and Strathcona Mines operated through-
out the year. The Fraser Mine was officially opened in
September.

The operation of the two roaster-electric furnace
smelting lines was adjusted to meet 1981 production
requirements, with only one line operating during the
vacation period in July and August. Research and devel-
opment programs were continued in the smelter and in
the Metallurgical Laboratories to assess alternative
methods of reducing sulphur dioxide emissions beyond
the present level. Some 13,000 tons of high-grade copper
concentrate were produced for treatment and refining in
Ontario.

The number of employees at Sudbury Operations
increased by 148 in 1981 to a total of 4,034 at year end.
During the summer 299 students were employed for
vacation relief. In order to limit the build-up of nickel

inventory, the operations were shut down for 11 days
during the Christmas season.

Capital Program

The development of the Fraser Mine was the major

capital program in 198], involving expenditures of

$24,468,000 for preproduction and capital items.
Expenditures on mines and plants for 1981, with com-

parative figures for 1980, are set out in the table below:

1981 1980

Property, Plant and Equipment. . . . . $22,710,000 $17,762,000
Development and Preproduction.... 40,581,000 27,962,000

$63,291,000 $45,724,000




Falconbridge Nickel Mines Limited

Ore Reserves
The total tonnage of proven and probable reserves at the
Company’s Sudbury Operations increased during the year.
Only a minor change occurred in the tonnage of
contained nickel. Contained copper, however, increased
significantly as a result of additional exploratory drilling
of the new Strathcona copper zone.

The figures in the table below include appropriate
allowances for mining dilution.

Sudbury Ore Reserves (proven and probable)

At December 31 Tons of Contained Metal  Average Grade %
Tons of Ore Nickel Copper  Nickel Copper

1981 79,161,000 1178000 734,000 1.49 0.93
1980 78,649,000 1,180,000 613,000 1.50 0.78
1979 75771000 1,117,000 605,000 1.47 0.80

Labour Relations

Collective agreements with the Office, Clerical and Tech-
nical Workers’ Union and with the Canadian Guards
Association will expire on March 1, 1982. The agreement
with the Sudbury Mine, Mill and Smelter Workers’ Union
will expire on August 21, 1982.

Occupational Health and Safety
The Joint Federal-Provincial Commission of Inquiry into
Safety in Mines and Mining Plants in Ontario (The
Burkett Commission) issued a comprehensive report con-
taining 83 recommendations. The Company has been
operating in accordance with the majority of those that
are applicable. In a letter to Ontario’s Minister of Labour,
the Company offered constructive criticism regarding a
number of the Commission’s recommendations. Objec-
tions were raised by Falconbridge to a proposal which
advocated the abolition of individual production
incentive plans, at least until an acceptable alternative
is devised and agreed upon.

Safety Performance

The total medical aid accident frequency at Sudbury
Operations in 1981 was reduced by 8 per cent from the
1980 level; however, the compensable accident frequency
increased by 8 per cent.

",

Production of metals contained in matte at Sudbury

Operations:
Production 1981 1980 1979
Nickel, pounds...... 62728000 66,495000 56,122,000
Copper, pounds. . ... 55,754,000 53,339,000 43,387,000
Cobalt, pounds . . . . . . 1,372,000 1,394,000 1,336,000
Management
President, Canadian Nickel Division A. G. Slade
Vice-President, Canadian Nickel Division  J. E. Finlay
General Manager, Sudbury Operations G. B. Reed
Manager, Human Resources and Public

Affairs R. J. Brailey

Manager, Maintenance and Services
Director, Geology

Manager, Mineral Processing
Manager, Mines

Manager, Administrative Services

A. A. Kramarich
M. E. Penstone
F. Petkovich
Justin Pryor
W. L. W. Taylor

i




Falconbridge Nikkelverk Aktieselskap

The Refinery operated at 80 per cent of installed nickel
relining capacity during 1981. Production of nickel
declined and copper increased slightly from the previous
year’s levels, while annual production of refined cobalt was
the highest on record. This reflected treatment of custom
cobalt-bearing materials received from sources other than
Sudbury Operations and the start-up in June of a new
solvent extraction plant for cobalt.

On October 27, 1981, the matte leach plant used to
produce granular and active nickel was damaged by fire.
The remainder of the Refinery was not affected. Insurance
is adequate to repair the damage and production is
expected to resume in March, 1982. During the reconstruc-
tion period customers are being supplied with granular
and active nickel from inventory.

The present labour agreement will expire on March 31,
1982, and negotiations are under way on a new contract.

Production of metals at the Refinery:

Production 1981 1980 1979

Nickel, pounds. . . ... 81,466,000 81,843,000 67,652,000
Copper, pounds. . ... 57487000 56,846,000 46,219,000
Cobalt, pounds . . . . .. 3,184,000 2,811,000 2,102,000
Management

Managing Director Eivind Wigstol

Director, Research and Development L. R. Hougen

Technical Director E. O. Stensholt

Director Personnel G. O. Auestad

Manager, Office Administration W. Torjussen

Controller 0. Hushovd

Marketing and Sales
The Falconbridge group of marketing and sales compa-
nies includes Falconbridge U.S. Incorporated in Pitts-
burgh; Falconbridge Europe S.A. in Brussels; and Falcon-
bridge International Limited in Hamilton, Bermuda. Sales
in Canada, South America and the Far East are handled
through the Company’s Marketing and Sales Department
in Toronto. Falconbridge products, which include eight
forms of nickel as well as copper, cobalt, silver, gold and
platinum, are marketed through this group. In addition,
the group markets copper, lead and zinc concentrates,
gold, silver, platinum group metals, iron ore and arsenic
trioxide for subsidiary and associated companies.
Company sales of metals from all sources were
as follows:

1981 1980

(Pounds)
Refined nickel (in all forms) .. ..... 65,629,000 59,771,000
Ferronickel (in all forms). . .. ..... 43,776,000 34,567,000
COPPI v amia. s o s 5055 S0l 53 59,412,000* 57,352,000*
Cobalt..........coovvivinen.. 2272,000* 1,777,000

*Includes metal refined and sold as agent

Sales of copper by subsidiary companies in 1981 amounted
to 73,171,000 pounds, 16 per cent lower than the 86,971,000
pounds sold in 1980. Sales of zinc in concentrate totalled
7,591,000 pounds in 1981, 85 per cent below 1980 sales of
90,984,000 pounds. The lower sales levels mainly reflected
the closure of Corporation Falconbridge Copper’s Stur-
geon Lake Mine in late 1980.

Metals Review

Nickel

Persistently high interest rates dampened the world econ-
omy in 1981 and adversely affected all major end-use
markets for nickel. As a result, non-Communist world
consumption declined to about 1.1 billion pounds from 1.2
billion pounds in 1980. This was the second consecutive
year in which nickel consumption declined, a situation
that has not occurred in more than thirty years. Sales

by non-Communist world producers in 1981 were about
1.02 billion pounds, or 6 per cent below the 1980 level.
Most major non-Communist world producers exercised
production restraint during 1981, endeavouring to keep
deliveries and production in relative balance. Consequent-
ly, non-Communist world production decreased by about

B, ; Gk 4 - o sk
Falconbridge holds hundreds of patents, most for metallurgical and refining pro-
cesses. The results are purer metals and new products, like these Nickel Crowns.

ReF 5

9



Falconbridge Nickel Mines Limited

12 per cent to approximately 1.05 billion pounds. Nickel
inventories of non-Communist world producers increased
during 1981 by about 35 million pounds to approximately
440 million pounds at year end.

Nickel demand in the United States remained relatively
strong through the first half of 1981. An abrupt drop
occurred, however, during the third quarter as the United
States economy slipped once more into a period of reces-
sion. Stainless steel, the sector most severely affected,
initiated production cutbacks as early as July. By year
end, monthly stainless steel output was approximately 50
per cent of installed capacity. Consumer nickel inventories,
which had increased marginally during the first half of
the year, were reduced through the latter months of 1981,
reaching their lowest levels in more than ten years.

The U.S. economy is not expected to recover until at
least the second half of 1982; consequently, no marked
improvement in the U.S. nickel market is expected before
that time.

In Europe, general economic conditions remained
depressed throughout 1981, with adverse impact on nickel
demand and producer deliveries. The steeper U.S.
recession is expected to slow the European recovery, and
no major improvement in European nickel markets 1s
anticipated before the second half of 1982.

Certain other countries of the Export Market — Japan,
India, Brazil, South Africa, Australia, Korea, Taiwan and
Hong Kong — now account for approximately 30 per cent
of non-Communist world nickel consumption. Falcon-
bridge has placed increased emphasis on the development
of sales in these countries.

Although the Japanese economy as a whole improved
during 1981, the Japanese stainless steel industry was
adversely affected by declining export markets. The econo-
mies of Brazil, Taiwan and Korea, also highly export-
oriented, were similarly affected. Strong domestic stainless
steel demand in India, however, allowed mills in that
country to operate at capacity throughout 1981. Markets in
these countries are expected to improve during 1982 in
line with the U.S. and European economies.

Falconbridge sales of nickel and ferronickel in all forms,
including nickel refined and sold as agent, totalled
109,405,000 pounds in 1981, 16 per cent higher than the
94,338,000 pounds sold in 1980. This increase was achieved
even though nickel consumption in the non-Communist
world during 1981 was about 4 per cent lower than in 1980.

Inventory of nickel in all forms held by the Company at
year end increased to 48,778,000 pounds from 45,833,000
pounds at the end of 1980.

Between November, 1980, and February 28, 1981, there
was a temporary 6 per cent discount from the published
producer price, effectively lowering such price for melting
grade nickel to U.S. $3.24 per pound. However, the nickel
price realized by the major producers remained at the

10

discounted levels or lower for the balance of 1981. At the
end of November, 1981, the published producer price for
melting grade nickel was decreased to U.S. $3.20 per
pound from U.S. $3.45 per pound. The average selling
price received by Falconbridge in 1981 was U.S. $3.09 for
refined nickel products and U.S. $2.97 for ferronickel
products. The average prices per pound received in 1980
were U.S. $3.25 and U.S. $3.18, respectively.

Copper

Non-Communist world refined copper consumption in
1981 amounted to about 7,900,000 tons, a 1.3 per cent
decrease from 8,000,000 tons in 1980. Refined copper
production rose by 1.3 per cent in 1981, to 7,900,000 tons
from 7,800,000 tons in 1980. This increase reflected a
return to full production in the United States in 1981,
following the major strike in the U.S. copper industry in
1980. Several North American mines announced produc-
tion cutbacks in the latter part of 1981 in response to low
copper prices. Production is expected to exceed consump-
tion in 1982 by a small margin. This should result in a
modest rise in producer inventories, which are currently
near normal operating levels.

The London Metal Exchange cash settlement price for
copper wirebar in 1981 averaged U.S. 79 cents per pound,
down sharply from U.S. 99 cents per pound in 1980. Prices
remained weak throughout the year as the anticipated
economic upturn during the second half of 1981 failed to
materialize. Effective December 1, 1981, the London Metal
Exchange contract for copper wirebar was replaced by a
new contract, Copper - Higher Grade, against which
wirebars and selected high-grade cathodes are deliverable.
This move reflects the continued worldwide move towards
continuous-cast copper rod production.

Cobalt

Consumption of cobalt in the non-Communist world in
1981 amounted to about 40 million pounds, a decrease of
10 per cent from 1980 levels. While consumption was
down in all major end-use markets, the magnetic alloy
and superalloy sectors were the most severely affected.
Non-Communist world production continued to outstrip
consumption during 1981, totalling some 56 million
pounds. As a result, producer inventories increased by
year end to approximately 42 million pounds, an amount
higher than the total consumption in 1981.

The published producer price for cobalt was reduced in
March, 1981, to U.S. $20.00 per pound from U.S. $25.00
per pound. In August, the producer price was further
reduced to U.S. $17.50 per pound. Massive oversupply of
cobalt, however, led to the widespread discounting of the
price by both producers and dealers. As a result, average



prices realized by most producers for the year were well
below posted levels. The average cobalt price per pound
received by Falconbridge in 1981 was U.S. $14.00 com-
pared with U.S. $24.36 a year earlier. Early in 1982 the
published producer price of cobalt was reduced to U.S.
$12.50 per pound.

Precious Metals

Precious metal prices continued to weaken during 1981.
High interest rates and low economic activity materially
reduced speculation in precious metals and had a negative
effect on metal consumption. Gold prices, near U.S. $590
per ounce at the beginning of the year, closed at U.S. $400
per ounce at year end. Gold averaged U.S. $460 per ounce
in 1981, compared with U.S. $613 in 1980. The price of

silver, which was about U.S. $16.00 per ounce at the
beginning of the year, dropped to U.S. $8.25 per ounce by
year end. Silver averaged U.S. $10.52 per ounce in 1981,
compared with U.S. $20.63 per ounce in 1980. Non-
Communist world platinum prices declined from U.S.
$578 per ounce at the beginning of the year to U.S. $379
per ounce at year end. Palladium prices declined from
U.S. $145 per ounce to U.S. $69 per ounce.

Management

Vice-President Marketing and Sales L. G. Bonar
Vice-President Sales Michael Walker
Assistant Vice-President Marketing M. O. Pearce
Assistant Vice-President Commodity Marketing  T. J. Desanti
President, Falconbridge International Limited J. A. Vermeulen
President, Falconbridge U.S. Incorporated R. W. Bain
General Manager, Falconbridge Europe SA. J. H. Lilly

Corporate Operations

Exploration

Consolidated exploration expenditures by Falconbridge
were $37,964,000 in 1981 compared with $28,284,000 in
1980 and $14,297,000 in 1979.

CONSOLIDATED EXPLORATION EXPENDITURES
BY GEOGRAPHICAL AREA IN 1981

Canada
Other

metals50% 8
(1980-41%)

Foreign
Othermetals _____
30%

(1980-34%)

Canada
Nickel 15%
(1980-18%)

Foreign
Nickel 5%
(1980-7%)

In the Sudbury area, the Company’s exploration efforts
continue to be directed towards the maintenance of ore
reserve levels at existing mines and the search for new
nickel sulphide orebodies. Expenditures in 1981 were
$5,540,000, compared with $5,127,000 in 1980 and
$2,390,000 in 1979. Exploration at the Craig Mine in the
Onaping area resulted in the discovery of an additional
1.1 million tons of ore. Exploration continued on the new
high-grade copper zone at the Strathcona Mine and
resulted in an increase of about 20 per cent in the Com-
pany’s reserves of copper in the Sudbury area.

Regional exploration offices in Canada are located in
Vancouver, Winnipeg, Sudbury, Timmins, Quebec City
and St. John’s. In the Yukon Territory, the Company
participates in joint-venture exploration projects managed
by United Keno Hill Mines Limited.

Exploration of a gold deposit in Gand Township,
Quebec (the Lac Shortt Project) continued throughout
1981 under a joint-venture agreement with Corporation
Falconbridge Copper. Surface diamond drilling was dis-
continued in September, 1980, when a decision was made
to proceed with an underground exploration program.
Preparations for the program were completed early in
October, 1981, and shaft sinking started later in the month.
Plans for 1982 include sinking of the shaft to a depth of
1,168 feet, drifting on three levels, and underground
exploratory diamond drilling.

A major surface exploration program was undertaken
during 1981 on the properties of Société Miniére Raglan
du Québec Limitée, a subsidiary in the Ungava area of
Quebec. The program involved detailed geological map-
ping of the company’s concessions and drilling which
increased the reserves at the Donaldson Mine.

Exploration projects in southern Africa are conducted
under the terms of a joint-venture agreement with

11



Falconbridge Nickel Mines Limited

The Superior Oil Company. Falconbridge manages the
exploration programs and has a 50 per cent interest in the
operations. Emphasis during 1981 was again placed on the
evaluation of the diamond potential of 57 kimberlite pipes
discovered in Botswana. Treatment of bulk samples from
two pipes in southern Botswana has failed to yield results
that indicate economically viable diamond concentrations.
Preliminary sampling of a number of other kimberlite
pipes located in the central Kalahari area has shown
promising results which will be checked by bulk sampling.

On the Bushman Mine property, 87 miles northwest of
Francistown, Botswana, surface diamond drilling has indi-
cated a mineralized zone some 2.2 miles in length, with a
potential of 9 million to 11 million tons grading 2.5 per
cent to 3 per cent copper. A program of underground
exploration on this property will be required to adequately
define the mineable ore reserve and prove the continuity
of the ore-bearing structures.

Blanket Mine (Private) Limited, a wholly-owned subsid-
jary in Zimbabwe, is developing the Golden Kopje gold
deposit, some 60 miles northwest of Salisbury. Production
at a rate of 80,000 tons per year is expected to commence
by the third quarter of 1982.

The Company holds a 49 per cent joint-venture interest
in an important diamond prospect in Colorado, U.S.A.

A bulk sampling plant was erected on the property early
in 1981 to treat large samples of kimberlite host rock taken
from a number of pits on the property. The project is
managed by The Superior Oil Company.

In Chile, the Company has maintained its minority
interest in a joint venture, managed by The Superior Oil
Company, which was established to evaluate the Quebrada
Blanca porphyry copper deposit, 211 miles northeast of
Antofagasta. Exploration work and metallurgical tests
continued during 1981 and a major engineering firm was
retained to prepare a preliminary study of all factors
relating to development of the property for production.
Based on the encouraging results of this initial study, a
formal feasibility study has been commissioned.

During 1981 a study of nickel laterite deposits con-
tinued in Ivory Coast and in the Republic of the
Philippines. Exploitation of these deposits will require the
development of new energy-efficient metallurgical process-
es, and appropriate research projects are now in progress.

Mining Research

Mining research and development expenditures amounted
to $5,462,000 in 1981, compared with $2,161,000 in 1980
and $610,000 in 1979.

Continuing attention is being directed to the develop-
ment of improved productivity through safer mining
methods and better ground control techniques, mechaniza-
tion and material handling systems.

Installation of the hydraulic hoisting project by
Sudbury Operations will be completed early in 1982. Test
hoisting of production ore from the 2,300-foot level of the
Onaping Mine is planned at that time.

Falconbridge has continued its support of research and
development activities undertaken by the Mining Indus-
try Research Organization of Canada (MIROC). Major
programs are being directed to miners’ protective .
clothing, lighting and other environmental improvements
for the safety, health and comfort of underground miners.

Management
Vice-President Exploration, Development

and Western Canadian Operations L. C. Kilburn
Assistant Vice-President Development A. M. Clarke
Assistant Vice-President Exploration C. M. H. Jennings
Assistant Vice-President Mining A. R. Pasieka

Metallurgical Research

Metallurgical research and development expenditures
amounted to $5,643,000 in 1981, compared with $4,475,000
in 1980 and $3,350,000 in 1979. Research projects under
way throughout the year included continued development
of the Company’s hydrometallurgical process for treatment
of nickeliferous laterites. This work was expanded to
increase the scale of leaching and metal recovery steps,
and to simulate commercial scale operation by running
continuously. Other investigations in extractive metallurgy
were directed to an increase in metal recovery, the reduc-
tion of sulphur emissions from the smelting system by slag
cleaning and an increase in the degree of desulphurization
achieved in the roasting system.

Start-up of the new solvent extraction circuit at the
Refinery in 1981 marked the culmination of an intensive
research program. It was aimed at overcoming the prob-
lems relating to the separation of cobalt and various
impurities from the leach solutions. In the field of produ
development, emphasis was placed on projects directed to
an expanded range of nickel products for use in the
chemical, electroplating and superalloy industries.
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Research in Falconbridge Crown production resulted in
development of a new method of producing depolarized
Crowns (D-Crowns). By the end of 1981, pilot plant
quantities of D-Crowns were ready for customer evalua-
tion. Another electrolytic nickel product, Falconbridge
Superelectro, was brought into production during 1981
after several years’ development work in the laboratory
and pilot plant.

Research projects related to utilization of the
Company's products included development of new weld-
ing techniques and improvements in the properties of
high temperature nickel-bearing alloys.

Management
Director Metallurgy and Engineering  F. G. T. Pickard

Director Metallurgical Research P. G. Thornhill
General Manager, Falconbridge
Metallurgical Laboratories R. A. Bergman

Environmental Control

A report outlining ongoing studies and preliminary plans
for further reduction of sulphur dioxide emissions from
the Falconbridge smelter was submitted to the Ontario
Ministry of Environment in January, 1981, as required by

the 1977 Amending Control Order. The report said that
existing technology would not enable the Company to
meet the Government standard for sulphur dioxide
emissions in a reasonable manner. Falconbridge has there-
fore undertaken research into alternative methods of
abatement. This research has been closely monitored
during the year through meetings of Ministry and
Company personnel. Pending the results of further
investigations, it is not possible to estimate the cost of
compliance with the Control Order or to establish a
time-table for expenditures.

The conservation area developed by Sudbury Opera-
tions, as part of the treatment of mine and plant effluent
water, is expanding. This is the result of natural
rehabilitation as the alkali-treated water works its way
through the area, improving conditions for the growth of
vegetation. Red Pine Lake in Happy Valley has been
stocked with speckled trout, and the fish are being studied
to determine if spawning is taking place.

Giant Yellowknife Mines Limited, an associated com-
pany, has constructed a new waste water treatment plant.
It is based on recent technology developed in a joint
program involving Environment Canada and Giant. The
plant, built during the summer of 1981 for the removal of
cyanide, arsenic and heavy metals, was tésted before
freeze-up and is ready for operation in the spring of 1982.

Management

Director General Engineering Peter Zaharuk

Wesfrob Mining Division

The Wesfrob Mining Division recorded a loss for the year
of $1,089,000 compared with earnings of $1,503,000 in 1980.
This significant decrease was due to a substantial decline
in the prices of copper and precious metals as well as to
increased operating costs. Accelerated charges for depreci-
ation and amortization, reflecting the shortened life of the

producing assets, also contributed to the loss.

In view of present economic conditions, ore reserves
have been adjusted from 7,150,000 tons in 1980 to 3,047,000
tons at year-end 1981. The reserves are sufficient to sus-
tain operations for approximately three years at current
production rates,

Production Year ended December 31 1981 1980 1979
Oremilled =108 . oins s sos e ani s 1,112,000 1,098,000 1,116,000
Iron concentrates —tons. .. .......... 606,000 677,000 638,000
Copper concentrates —tons. . .. ...... 15,000 12,000 18,000
Copper in concentrates — pounds . . . . .. 6,206,000 4,904,000 7,174,000
Financial
Revenue from metals produced .. . ... .. $18,104,000 $18,473,000 $21,069,000
Earnings before amortization and
JEPIaGIaton vomms & wvs were s v 50 5 3 344,000 2,186,000 5,545,000
Earnings (loss) fortheyear*. . ......... (1,089,000) 1,503,000 4,674,000
— per share of Falconbridge ......... (0.22) 0.30 093
“Before consolidation adjustments.
Management
President J. C. Cowan
Vice-President and General Manager  C. L. Stafford
Mine Manager W. H. Muise
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Subsidiary and Associated Companies

Corporation Falconbridge Copper

A loss of $122,000 in 1981 represented a sharp drop from
the previous year’s earnings of $30,333,000. This result
reflected lower metal production due to the closure in
1980 of the Sturgeon Lake Mine and one-month strikes
during 1981 at the Opemiska and the Lake Dufault
Divisions. Metal prices were lower with the exception of
the price for zinc. Increased exploration expenditures
were partly offset by increased income from investments.
Working capital decreased by $3,905,000 after payment of
dividends of $5,170,000, expenditures on plant and equip-
ment of $1,443,000 and exploration and development
expenditures of $19,119,000.

Metal production in 1981 from the Lake Dufault and
Opemiska Divisions totalled 56,324,000 pounds of copper,
7,591,000 pounds of zing, 36,000 ounces of gold and 434,000
ounces of silver. Zinc production decreased by 43,393,000
pounds, copper by 12,848,000 pounds, silver by 1,348,000
ounces and gold by 8,000 ounces compared with 1980
production levels.

After mining 499,000 tons of ore at Lake Dufault Divi-
sion and 937,000 tons at Opemiska Division, the proven
and probable ore reserves at year end were as shown in
the tables below. The figures include appropriate allow-
ances for mining dilution.

Lake Dufault Ore Reserves (proven and probable)
At December 31 Contained Metal Average Grade

Tonsof ___ Tonsof oz son__ Percento; sion
Ore Copper Zinc Gold Copper Zinc Gold
1981 2,277,000 70,132 45995 66,033 308 202 0.029

1980 2970,000 88500 60900 80,190 298 205 0027
1979 3,572,000 106,800 76,100 96444 299 213 0.027

Opemiska Ore Reserves (proven and probable)
At December 31 Contained Metal

Average Grade

Tons of Tons of Oz of Percent Oz/ton
Ore Copper Gold Copper Gold
1981.... 3,377,000 60,100 87,802 178  0.026

1980 .... 3,755,000
1979 .... 4,675,000

64,550
88,350

101,385 171 0.027
102,850 1.89 0.022

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

The orebodies at Sturgeon Lake were depleted in
December, 1980, and operations were terminated. The
final environmental restoration plan for this property,

. which was approved by the Ontario Ministry of Environ-

ment, was put into effect in 1981. The covering and
revegetation of 20 acres of tailings were completed. The
remaining 22 acres will be covered with sand in 1982
during the winter months, followed by revegetation in
early summer. Liquidation of the Sturgeon Lake assets
continued during the year. Some of the camp facilities and
operating equipment, and all but two of the corporation-
owned houses in Ignace, Ontario, have been sold. The
mill remains intact.

Significant ore-grade material was discovered in early
1981 on the Ansil property, three miles west of the former
Norbec Mine. Surface exploration activity was accelerated
during the year, with the diamond drilling program
indicating the presence of a deep deposit of higher-than-
average grade copper mineralization. The potential ton-
nage is such that an underground evaluation program is
under active consideration. Before a production decision
can be made, however, the Ansil project will require a
significant expenditure for a 5,000-foot shaft and lateral
development on three levels.

~ Capitalization As at December 31,1981 _ Outstanding ~ Held by Falconbridge
COMIONENASS iy o LR S R e R © 12970125 65,509,696  50.29%
Financial Year ended December 31 e ' L OBz i w0 F 980 A 1979

svenue from metal shipments .. . ... oo ouivsoivrns '$ 76,939,000 $171,428000 $204,818,000

Earnings before amortization and deprematuon : 4,422,000 35,708,000 54,651,000

.- Income and mining taxes** . ... . S e G e (1,050,000) 34,845,000 47,500,000
'-".-';Earmngs (loss) forthe year™ .. ..., ool . e A ot L PR S (122,000) 30,333,000 46,549,000

i ¥-Dividends.paid-.. ... 0. .. bR et S R R e L R 5,170,000 12,970,000 7,782,000
f ~Dividends paid per share . ............ e SRl e . 0.40 1.00 060
seWorkingicapital® S ... L Lo TR 103,703,000 107,608,000 85,819,000
Falconbridge interest* in earnings (loss) for the year .. e $ (61 000) $ 15,227,000 $ 23,368,000

™y e —pershareofFalconbrtdge....'.....,...__ ..... 7t (0.01) 3103 465
| & ~Falconbridge interest in dividends paid ... .. ... . : 2 595,000 6,510,000 3,906,000
= per share of Falconbridge .. ... .. .. ... e ‘-._ o AN s 052 54130 0.78

gl G ‘Before consolidation adjustments

o A tax reassessment of $625,000 recelvéd in 1981 Tesu!ted in restatement of certaln pl’lOT years' data. Falconbndge Nickel Mlnes

Management

- Chairman of the Board

- President and Chief Executive Officer
= Vice-President Operations

AGShade
- C.Carbonneau
Roger Plasse

‘Limited included the reassessment in its 1981 consohdated accounls and drd not restate prior years

Manager Opemrska ansnon BB Dessureauft
Manager, Lake Dufault Division W. R. Wright
Manager, Sturgeon Lake Joint Venture ~ H.R. Graham




Falconbridge Nickel Mines Limited

New Quebec Raglan Mines Limited

In the Ungava region of Quebec, the company’s wholly-
owned subsidiary, Société Miniére Raglan du Québec
Limitée, holds three exploration permits covering 265
square miles and 821 mineral claims. During 1981, 735
claims were staked on property withdrawn from explora-
tion permits.

During the year, 51,000 feet of surface exploration
diamond drilling were completed at the Donaldson prop-
erty and 170 square miles of the exploration permit areas
were mapped. As part of a feasibility study, several

programs were completed: an environmental baseline
study, a geotechnical drilling program at Donaldson and
the Douglas Harbour dock site, a marine transport study
and further evaluation of power generation alternatives.

The development of the properties to production
depends on the emergence of strong markets for nickel
and the availability of electric power at acceptable cost.
Net expenditures on the property to date have amounted
to $40,726,000.

Proven and probable ore reserves are 12,037,000 tons
grading 3.11 per cent nickel and 0.79 per cent copper.

‘ Capctallmﬁon As at December 31, 1981

" Outstanding Held by Faloonbridge

: Someté Miniére Raglan du. Quebec Limitée. = :
(formerly Raglan Quebec Mines anlted) o ;
~ 7,500,000 -

Prefe(redshares B s o
=806 s A B 0,000 7,500,000
—6'%%., ....... 5000000 5000000
Comrnon shates ......... SR o 4, 005*1

- *Wholly-owned by New Quebec Raglan Mines Limited. -

7500000

- 1009 --Management
100% hairman and Chief Executive Officer L. C. Kilburn
esident and Chlef Operatmg Ofticer  T. F. Pugsley
ce-Presudent ; J. C. Cowan

Indusmin Limited
Consolidated results of Indusmin Limited include the
operations of its subsidiary companies, Fahramet Limited
and Lawson-United Feldspar and Mineral Company.
Sales revenue established a record at $70,003,000, an
increase of 9 per cent over 1980; however, consolidated
earnings declined by 13 per cent to $3,051,000. High
interest rates were a major factor in the reduction of
earnings. In addition, profit contributions from the
Construction Aggregates Division, Lawson-United, and
Fahramet were below expectations. Construction Aggre-
gates sales volume and revenue were reduced because of
lower activity in the construction industry and poor
weather in the second half of the year. Centrifugal casting,
silica and nepheline syenite operations posted sales gains
over the previous year, while sales of shell and sand
castings were affected by weak economic conditions.

The new foundry facilities installed at Fahramet in 1979
produced at a higher rate in 1981 than in the previous
year; however, they were still underutilized. New markets
have been penetrated, but a considerable amount of devel-
opment time is required to provide sufficient volume to
reach desired operating capacity.

The new electric shovel, which replaced an 18-year-old
machine at the Construction Aggregates quarry in Acton,
commenced operation at the end of the first quarter of
1981. It has a higher operating capacity and a lower
operating cost than the previous machine. No major

difficulties were encountered and the equipment is provid-

ing the anticipated cost savings.

Projections for the first half of 1982 are clouded by the
continuing economic recession; however, all operations
are in a position to respond quickly to any improvement
in business activity.

s

: 2 H. T. Berry
"""""""""" = 1'167 901 827 330' e dent and Managing Director |, H. Keith
Financial (Cons::lndated) ‘ Sy _ Executive Vice-President C. M. Woodruff
Year ended December 31, 1981 1980 e, Semor Vice-President
Sales Minerals Division R. Lavertu
: Earnlngs be re amomzation and g Sennor Vnce Presadent IR e
“depreciation® . ..ol Rl 6,407 000'- 6568 000 ; Castlngs Division J. L.-Caylor
Earnmgs farthe year™ ..o ian 23051000 3 521 000 . \fce PreSIdent Corporate Affairs S.B. Goss

Dividends: pard 90¢ per share ... 1,051,000
Working capital*™t ... . oL L : 15 379 000,
Fa!conbndge mterest* in eammgs

ortReVear Rl ik L $2 124 000

— per. share oi Fa!conbrfdge e 0 42
Falconbndge 1nterest in dividends ;

paldissE s e e 736 000

-~ per share of: Fatconbndge =045

*Before oonsolldatlon adjustrnents
 **Atax reassessment of $143,000 received in 1980
i leSUIted in the restatement of certain prior years'
data Fa1conbr1dge Nickel Mines Limited included
' the reassessment in its 1980 consalidated
“accounts and did not restate prior years.
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Falconbridge Dominicana, C. por A.

The company incurred a net loss of RD$28,059, 000 in
1981, compared with a net loss of RD$8,578,000 in 1980.
The recovery of ferronickel markets in the first half of
1981 was not sustained and prices weakened throughout
the year. From June 22, 1981, the company reduced its
production rate by shutting down one electric furnace
line. Total shipments in 1981 were 41,180,000 pounds of
contained nickel, compared with 36,491,000 pounds in
1980.

The lower realized price, coupled with the significantly
higher cost of metal shipped and greater interest charges,
required the company to call upon Falconbridge Nickel
Mines Limited and the other project sponsor to provide
additional funding, in accordance with the terms of the
project financing agreements. This additional funding, in
the form of subordinated notes, bears interest at a rate of
1 per cent above the New York prime rate in effect the
date the notes are issued. During the year, notes amount-
ing to U.5.$24,965,000 were issued, bringing the total of
such notes to U.S. $39,188,000. Additional notes have been
issued in 1982 and further funding will be necessary.

On January 11, 1982, the company announced that it
was temporarily suspending production operations due to
the unsatisfactory prices and forecast demand for ferro-

nickel. There is sufficient inventory to meet current
demand, and production will resume as soon as economic
conditions warrant.

The total debt at December 31, 1981, including the
additional funding provided by the sponsors, was
RD#$137,844,000. This includes unrealized losses of
RD$4,206,000 resulting from the conversion of the
non-U.S. portion of the I.B.R.D. (World Bank) loan at
current rates of exchange. RD$14,196,000 of the debt
matures in 1982.

Proven and probable reserves of laterite ore at the end
of 1981 were 63,800,000 dry tons grading 1.64 per cent
nickel.

The total work force at December 31, 1981, was 1,975
employees, of whom 1,937 were Dominican and 38 were
expatriate personnel. At the end of the previous year
there were 2,112 employees: 2,073 Dominicans and 39
expatriates. As a result of the temporary suspension of
operations previously referred to, the labour force is
being reduced.

In the course of its exploration program in the Conces-
sion Area, the company encountered an interesting occur-
rence of base metal mineralization. Detailed geological
work, including diamond drilling, is being undertaken to
evaluate the potential of the area.

"f_j'n As at December 31, 1981

Ou!standlng Held by Faloonbrldge .

3 _1-,9.7_1',5'24- 65.7%

-1979

54130000

; e' of | Faloonbndge

sohdatlon adjuslments

H. T. Berry
lan H. Keith
I esident and General Manager - J. T. H. Clelland
.~ Assistant Vice-President H.T. Evans
e Manager of Operations R. J. McAllister
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Falconbridge Nickel Mines Limited

Kiena Gold Mines Limited

The Kiena Mine in Dubuisson Township, Quebec, went
into commercial production during the fourth quarter of
1981 on schedule and within budget. Total project expen-
ditures from March, 1979 to December 31, 1981, for bring-
ing the mine into production amounted to $19,598,000,
excluding financing charges of $2,392,000 and exploration
expenditures of $387,000.

Extraction of ore during stope preparation began in
March, 1981. Ore produced and milled during the year
amounted to 111,600 tons, from which 15,000 ounces of
gold were recovered. Five production stopes have been
developed in the main ore zone and regular stoping cycles
have been established. Ground conditions in the stopes
have been good.

Kiena has been developed as a completely trackless
operation. Since the production decision was made in
June 1980, a total of 15,200 feet of lateral development,
raising and inclined ramps has been completed, mainly in
waste rock. Some 262,000 cubic feet of slashing and enlarge-
ment of service areas and 258,000 cubic feet of excavation
in ore for stope preparation were also achieved.

All major installations and service facilities have been
completed both underground and on surface, except for
the permanent underground crusher, which will be opera-

tional early in 1982. Until that time, a temporary facility
will continue in operation.

On November 1, 1981, the custom milling contract with
the Lamaque Division of Teck Corporation for the treat-
ment of the company’s ore went into effect. A feasibility
study for construction of a company-owned mill, to be
operational by 1985, as well as an expansion of the mine
production rate, is now in preparation.

Recruitment of employees proceeded during the year
and personnel strength reached the full complement of
135 in December.

A re-evaluation of the mine's ore reserves was made in
1981 and a program of deep drilling was conducted on the
downward extension of the main orebody below the exist-
ing shaft. As a result, 3,430,000 tons were added to the
proven and probable reserves which, at December 31,
1981, stood at 5,812,000 tons grading (.18 ounce of gold
per ton, including an allowance for mining dilution.

As of December 31, 1981, the amount drawn down
under the revolving term loan with a Canadian chartered
bank was $21,796,000. In 1982, it is expected that Kiena
will redeem the preference shares and income debentures
held by Falconbridge Nickel Mines Limited since 1962.
They are valued at $2,943,000, including accumulated
dividends and interest.

Capltallzatlon As al December 31 1981 & Outslandm :

eld by Falconbndge

.. Common shares .. 331,203  68.3%

: Preference shares 467 459 - 100%
1'11.6‘00

15,000

opme' 'ofthe mine: proceeds from the sale of

pteproductnon and developmen éxpendrtures.

" Reventue from rnetal produced S R T
- Earnings before eprecnatlon and -
" amortization
' Loss for the year, Foglplr e
- Working capital defcnt. VT AT
~ Long- termdebt'f.. R T

$ 7,040,000

382,000
-58,000

1,213,000
21,796,000

'Management hte

- President G. P. Mitchell

“Vice-President, Operatlons B.A. Ferguson
Mine Manager - R. O. Vezina

Oamites Mining Company (Proprietary) Limited

The Company experienced a loss in 1981 of $905,000
compared with earnings of $1,387,000 in 1980. Operations
at the Swartmodder Mine were suspended in March
because of the decline in the price of copper and unexpect-
edly difficult geological and mining conditions. At the
same time, production at the Qamites Mine was reduced
from 45,000 tons per month to 35,000 tons. As a result,
copper production in 1981 decreased by 17 per cent from

18

that of 1980. The copper price averaged $1.01 per pound
during 1981, three cents per pound below that of the
previous year. Silver production decreased by 13,000
ounces to 216,000 ounces, while the average price received
decreased by 32 per cent.

At December 31, 1981, proven and probable ore reserves
at the Oamites Mine amounted to 2,027,000 tons grading
1.13 per cent copper, an increase of 100,000 tons from 1980.
No ore reserves are reported for the Swartmodder Mine.




e Outstanding -~ Held by Falconbridge -
253680 190000 749% - -
adoeel i oB0 L EEre R
530000'. 7628000 634000 vy
Ie\copper 1064 o_go 12,892000 13738000- S

pounds

_$13 590 000 $20 003 000

$1e.495,ooq_ e

| 1304000 2708000 ety
(905000) * 1387000 - 2090000 ~ =
S 1069000 1,074,000
e 421 422"
3,295, 000 -

3917=000

'8, 00] $ 1039000"‘:5
SR e L
e interest in d:wdends_ 3
801,000 - 7 Sy
per share of Falconbndge 0.16 016 “*Before consolidation adjustment

3460000 -

Giant Yellowknife Mines Limited
The corporation’s consolidated results include the opera-
b tions of its subsidiary companies, Lolor Mines Limited
and Supercrest Mines Limited. A consolidated loss of
. .3199,000 was recorded in 1981 compared with earnings of
$6,292,000 in 1980. The major reasons for the decline in
consolidated results were a decrease in the average price
of gold received in 1981 compared with 1980 and a
$3,758,000 increase in exploration expenditures. The major
area of exploration was the Salmita property, 150 miles
north of Yellowknife, where $3,261,000 was spent during
the year. Exploration at Salmita will concentrate on under-
ground development and diamond drilling in 1982.
Production for 1981 totalled 395,000 tons grading 0.18
ounce of gold per ton compared with 227,000 tons grading
0.196 ounce of gold per ton in 1980. Gold output increased

in 1981 to 59,000 ounces compared with 38,000 ounces a
year earlier. (The lower production in 1980 resulted from
a strike by employees). This favourable volume increase
was offset by a softening in the average gold price received,
from $730 per ounce in 1980 to $524 per ounce in 1981,
resulting in a net increase in revenue of only $3,000,000.
Costs for electrical power, oil, supplies and labour contin-
ued to escalate. The higher labour costs reflected the new
collective agreement signed in late 1980.

The lower gold price in 1981 required the deletion of
402,000 tons of low-grade ore from the ore reserves. After
mining 395,000 tons, developed ore reserves at December
31, 1981, were 1,208,000 tons grading 0.24 ounce of gold
per ton, compared with 2,005,000 tons grading 0.21 ounce
of gold per ton at December 31, 1980.

"""tmn As at December 31, 1981 Outstandmg Held by Falconbridge Ji

4 303,050 824 413+ 19 2%
" 1981 1980 19?931'..:-‘ -
395,000 227,000 416,000 -
59,000 38,000 75,000
$31,204000 $28,142,000 $31,129,000
gs before amortization and : e A e
tectalion 5k T e A 1,414,000 - 6,790,000 " 8,739,000 7 ' :
Earn 1gs (loss) for the year . £(199,000) 6,292,000 - 8,315,000 " .
% ,Dlwdends PRI G S e 1,076,000 4,303,000 2582000 '
~Dividends paid per share . ...... .. 0.25 - 1.00 2080
:Working capnaf ................ 13,053,000 15,977,000 15765000 Liae S
,',"Faloonbrldge interest* in earnings - . i Management SR iaenine ue
“ifloss) fortheyear.......c.. . i $(38,000) $1,206,000 $1, 596 000 --President and Managmg Dlrector : D J. Emery
.~ = per share of Falconbridge . . . . . (0.01) - 024 032 General Manager : : KBlower
- Falconbridge interest in dividends ; :
—pald ....................... 206,000 825,000 495,000 *Before consohdauon adjustments accounled
“wi='per share of Falconbridge . . ... 0.04 0.16 0.10 - foron an equity basis. ? ! :




Falconbridge Nickel Mines Limited

United Keno Hill Mines Limited

The company incurred a loss of $13,649,000 in 1981,
including an extraordinary charge of $10,577,000 resulting
from the write-off of the Venus Mine project costs, com-
pared with earnings of $7,679,000 in 1980.

The loss before the extraordinary item was due to a
significant drop in average silver prices to $9.99 per ounce
in 1981 from the average price of $17.91 per ounce in 1980.
Results were also adversely affected by the loss of produc-
tion caused by the legal strike at the Elsa Mining Division.
The strike started in September, 1980, and continued until
May 28, 1981, when an agreement was reached.

In October, the Directors decided not to bring the
Venus Mine into production due to the decline in metal
prices and sharply increased operating costs, and all opera-
tions were suspended. The plant, 60 miles south of
Whitehorse, will be maintained on a care-and-maintenance
basis until gold and silver prices improve sufficiently to
justify production. At the present time, the costs incurred

on the Venus project are considered not recoverable.

Production during the year at 1,158,000 ounces of silver
was lower than the 1980 production level of 1,665,000
ounces. Mill through-put at 67,000 tons of ore also com-
pared unfavourably with the 1980 production level of
88,000 tons. The lower mill through-put and silver yield
were due mainly to five months of lost production during
the year and production start-up problems experienced in
the mill following the strike.

Proven and probable ore reserves at the Elsa Mining
Division at year-end 1981 totalled 267,000 tons grading
27.0 ounces of silver per ton, including 40,000 tons grad-
ing 22.4 ounces per ton in stockpile. This compares with
480,000 tons grading 24.7 ounces of silver per ton at
year-end 1980. During 1981, a total of 175,000 tons grading
19.7 ounces per ton was reclassified in view of increased
operating costs and low silver prices, and is not included
in ore reserves at year-end 1981.

* Capitalizatio Outstanding -+ Held by Falconbridge

-“Common sharé T L T e e st P e T b 2470000 1195989 - 484%

* Production Year o b oo DGR LT SR R [T

+ Ore milled — tons 67,000 88,000 124,000

. Silver produged — 1158000 1,665000 2,481,000

51 roduced = p 2243000 : 3296000 2 -5620000

: $12 561000 $31742000  $53.226,000

7 {1,881,000) 8705000' S 21,573,000

- (3,072,000) 7,679,000 20,726,000

- (13,649,000) 7,679,000 20,726,000

1,235,000 5,434,000 - +-4,940,000

RO i eR0 200

o ._15;490,000‘ - 30912,000 31,313,000

L extraordinary item . EaERE a el R '$(1',488',G.00) ; .$3,71S.6.00._ $1_0,035.000

‘— per share of Faloonbndge i L T e i e T e DR : (0.30) 0.74 199
Falconbridge interest* in earmngs

flggs)oltheears e 2alitete e, LG on e e i (6,610,000 3,718,000 10,035,000

_ — per share of Falconbridge. . -.. .. .. .. oo (1.32) 0.74 1.99

Falconbrldge interestindividendspaid . .. .............: T St : 598,000 2,631,000 _2.392,(())0(;

4

= pers share of Falconbndge,. S T LTS Rpdehi Tkl 5

*Accounted for on an equnty basns

0.12.

052

~Management : 2L
President and Ch&ef Executive Officer J. C. Cowan
Mine Manager V. E. Smith
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Blanket Mine (Private) Limited During the year satisfactory progress was made on
Consolidated earnings in 1981 were $4,495,000 compared prfaprodu'ction ar}d fievelopment work by Gol.dt.en Kopje

; with $3,797,000 in 1980. Ore milled increased marginally Mine _{Prwate)'lelled, a wholly-owned subsidiary. The

': to 168,000 tons while gold production increased by 2,000 old mine workings were dewatered, a new head frame was
ounces to 17,000 ounces in 1981. The average price erected and shaft sinking progressed. In addition, surface
received decreased from U.S. $606 per ounce in 1980 to plant and facilities and a portion of the mill were under
U.S. $460 in 1981. The cost per ton of ore milled increased construction. Production from these facilities is scheduled
by 22 per cent over that of 1980 due to the higher cost of to commence during the third quarter of 1982.

labour and materials.

i uation As at De_éember 31, 1981 Outs'tanding Held by Faiconbridge
SR OOMMONENATES . & % sy iae e vainn a e 19,208 9208  100%

"'fProductlon Year ended December 31 1981 1980 1979
Ore ‘milled = tons . . . FER i R EoR 168,000 ~ 166,000 165,000

.+ Gold produced - ounoes e 17,000 15,000 15000

$9,401,000 $10,922,000 $5 382,000

on...... 4790000 4056000 1555000

--oooe. 4495000 3,797,000 1,301,000 -
1708000 1,637,000 * 1,189,000

.of Falconbridge.. . . .. - 0.34 0.33 024 T
Fos R e 1,634,000 - 1,758000 916000  'Mana AR

A T S 3,960,000 Managing Dlrector ‘A Byan
*Only dwldends received by Falconbridge are reflected in consolidated earnings. Generz-il Manager . D.J:Shand
Western Platinum Limited which R13,800,000 was incurred on the UG2 Project.
Earnings for the fiscal year ended September 30, 1981, Production from this orebody is expected to commence in
amounted to R20,524,000 compared with R25,144,000 a the second quarter of 1982. During the year, the company
year earlier. Total metal revenues declined to R51,732,000 purchased all the shares of a precious metals refining
in 1981 from R57,783,000 in 1980. Platinum sales increased company that treats the company’s production. As part of
7 per cent to 80,000 ounces from 75,000 ounces, while the the financing of these various activities, the authorized
average price realized decreased to U.S.$491 per ounce share capital of the company was increased in December,
from U.S.$613 in 1980. 1980, to R30,000,000. Subsequently, 1,000,000 shares valued

During 1980 the company commenced a R25,000,000 at R7.00 per share were issued in February, 1981 and an
expansion program to increase the annual production of additional 1,100,000 shares valued at R6.50 per share were
platinum group metals to approximately 245,000 ounces. issued in June. They were issued to the shareholders on a
Capital expenditures during 1981 totalled R18,400,000, of pro rata basis.

Capitalization As at September 30, 1981 Outstanding Held by Falconbridge
:‘, 8o 147 (o 1) [(o i L S S 12,100,000 3,025,001 25%
. Production Year ended September 30 1981 1980 1979
Oremilled =10ns it 1,451,000  1,444000. 1,354,000 -
2% LPIatlnum group metals — ounces . 155,000 150,000 132,000
“:Nickel — pounds . ... L.l 3,851,000 3,761,000 - 3,466,000

RBand =Canadian . ... ........ % 1.28 $ 1.56 $ 141
svenue: from metal sales . . .... .. R51,732,000 R57,783,000 R42,496,000 e

¥.Earningsfor theyear* .. ... .. ... .. 20,524,000 257144,000 6,813,000 Management
siDividendspaid .- .. ... L 8,910,000 4,800,000 . Joint Managing Directors - C. P. Beatty
<Workingcaptlal . . ..o, 15,088,000 13530000 15,400,000 S. C. Newman
- *Accounted by Falconbridge on a cast basis. : General Manager - A A. Saffy
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Falconbridge Nickel Mines Limited ~ Consolidated Financial Statements &

inancial 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. 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 significant accounting policies followed by Falconbridge are summarized on pages 24 and 25.

The accounting systems employed by Falconbridge include appropriate controls, checks and balances to provide reasonable assurance
3 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
3 part in the effective operation of the systems of internal accounting control. There are limits inherent in all systems 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 commitiee 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.

{5 :

@\ E. Levis, QC. H. T. Berry
: airman of the Audit Committee Chairman of the Board,
- President and Chief Executive Officer

J. D. Krane
Vice President Corporate Affairs
and Secretary

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, 1981 and 1980;

Consolidated earnings, consolidated retained earnings and changes in consolidated financial position for the three years ended
December 31, 1981;

Segmented information as at December 31, 1981, 1980 and 1979 and for the three years ended December 31, 1981; and
Investment in associated and other companies as at December 31, 1981, 1980 and 1979 and for the three years ended December 31,
1981.

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. M‘/ %

Toronto, Canada, January 29, 1982, Chartered Accountants

Comment on Differences in
Canadian — United States Reporting Standards for Auditors

Inthe United Stales, reporting standards for auditors require the expression of an opinion qualified as being subjectto the outcome of significant
uncertainties affecting the financial statements such as the uncertainty referred to in the attached statement of consolidated financial position as
£  atDecember 31, 1981 and as described in note 7(b) relating to Falconbridge Dominicana, C. por A, page 33, of the notes to consolidated
] ancial slalements. The opinion in our above report is expressed in accordance with Canadian standards and is not qualified with respect to,
: d provides no reference to, this uncertainty since such an opinion would not be in accordance with Canadian reporting standards for auditors
en the uncertainties are adequately disclosed in the financial statements. A Canadian-United States reporting conflict did not exist in 1980.

Toronto, Canada, January 29, 1982, Chartered Accountants
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Falconbridge Nickel Mines Limited

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

B.

24

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 com-
panies 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;

(il The differences between the interest in 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.

Translation of foreign currencies

Foreign currency transactions and account balances have been translated into Canadian dollars as follows:

{i) Current assets and current liabilities are translated into Canadian dollars at approximale quoted rates of exchange at year end;

(i) ltems included in property, plant and equipment, other assets, and non-current liabilities are franslated into Canadian dollars at rates
of exchange prevailing when they were acquired or incurred;

(il Revenues and expenses are translated into Canadian dollars at the approximate average monthly quoted rates of exchange, excepl
that provisions for depreciation, depletion and amortization fre translated at the rates used to translate the related assets;

(v) Realized foreign exchange gains and losses are included in eamnings; and

(v) On translation of foreign subsidiaries' financial statements for consolidation purposes, net unrealized gains are deferred and losses
are reflected in earnings.

Revenue recognition

Revenues from the sale of refined metals, ferronickel, industrial minerals and metal castings are recorded in the accounts when legal fitle
passes to the buyer.

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

Valuation of inventories

Inventories are valued as follows:

() Metals inventories are valued at the lower of cost and net realizable value. Cost includes direct labour and malerial 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.

. Property, plant and equipment

Property, plant and equipment and related expenditures are accounted for as follows:

(i) All property, plantand equipment and related capitalized development and preproduction expenditures are generally recorded at cost
and include, where appropriate, the fair value adjustments referred to in policy A(ii) above. Investment tax credits related to plant and
equipment expenditures are recorded as a reduction of the cost of the related asset;

(il 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, Kiena Gold Mines Limited, and by Corporation Falconbridge Copper for certain of its properties,

(i) Idle plant and equipment resulting from temporary curtailments of operations continue to be depreciated. Care and maintenance costs
during standby periods are expensed as incurred;

() Idle plant and equipment resulting from the termination of operations are carried at eslimated salvage value. Upon sale or
abandonment, the cost of 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) Development and 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; major betterments and
replacements are capitalized.

. 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

All companies follow the deferral method of applying the tax allocation basis of accounting for income and mining taxes. Under this method
timing differences between the period 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.

Interest costs

Interest costs incurred prior to the commencement of commercial pfoduction for projects which are specifically financed by debt are
capitalized. Interest costs incurred after the commencement of commercial production are expensed, as are interest costs not identified with
specific projects.

. Earnings per common share

Earnings per common share are computed using the weighted average number of shares outstanding during the year, after deducting ~
shares held by subsidiary companies.
The preference shareholder’s prior claim is deducted from earnings for purposes of this calculation.
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Falconbridge NiCk@l Mines Limited (Incarparated under the laws of Ontario) ':_

Consolidated Financial Position

Assets December 31,
1981 1980
(000's) (000's)
Current:
Cash and temporary investments, at cost which approximates marketvalue . . . ........... $ 290,363 $ 243,080
Accounts and metals settliements receivable (note 11,page 35) . .......... ... .. ... .. ... 126,986 108,938
Inventories of metals (note 6, page 32) . . . . ... i, e ey ) e T T 132,805 145,384
INVENones OfSUPDIBS S . i vani ians S 55 Saaant s Bt e e s i sl a s 51,006 50,923
601,160 548,325
Property, Plant and Equipment (note 7, page 32):
Producing assets —
Plant and eqUIPIMBIL A COBL. .« « v sarin wmrare, S suislaie: i srmisaiamre oo ia] oo arase s i1 e 700,521 663,122
Land and-properiias; BEO0SE. ......voxi wrinis o v nlale b ibets saie R 5 5 AT P S 25,235 24613
g 725,756 687,735
Less accumulated depreciationanddepletion............cooiiiii il 423,925 401,547
301,831 286,188
Development and preproduction expenditures, at cost less amounts writtenoff. . .. ....... 119,661 104,323
421,492 390,511
Non-producing assets —
Properties and projects, at cost less amounts written off . . ... ... ... . il 128,519 115,620
550,011 506,131. &
Other:
Investment in associated and other companies (Statement 5,page 44) . ... .............. 96,965 100,442
Deposits, long-term accounts receivable and other assets,atcost. ..................... 3,015 2,169
Debt discount and issue expenses, at cost less amounts writtenoff . . ................... 1,887 2,027
101,867 104,638
$ 1,253,038 $ 1,159,094

(See notes to consolidated financial statements)
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Statement 1

Liabilities and Shareholders’ Equity December 31,
1981 1980
(000's) (000's)
Current:
Bank indebledness (NOtEI5; PAGE 36) . .. » < - vvive e v enioie oo ieiaie s s s s seaassonaions $ 6,410 $ 5,075
Accounts payable and accrued charges (note 3,page 30) ................... 67,067 96,197
Salanes and Wages: DAVADIDE . .. oy o el e e e e T R L 29,023 23,169
income and/othertaxes/pavabled. <o vt Tine s S et SEbal s TR R L 6,840 43,347
Long-term debt maturing withinone year. . ... ... ..ottt 18,650 18,418
' 127,990 186,206
Long-Term Debt (notes 3, 8 and 15, pages 30, 33 and 36):
Falconbridge Nickel IMIBeS Eimited 5 5. oo s e ssain ol srasafsners e £4740% 5 o ssavion 334,321 167,678
Falconbridge Dominicana, C. POr A . . . oottt e et e e ettt e 102,602 103,850
@ ([ e | 0.c 1o ][-o RO T e S SO N () S AN 28,463 14,273
465,386 285,801
- @R <ferred Income and Mining Taxes (n0te 5,page 30) . ... .........o.ooooeoioon.. .. 87,375 85854
.+ "Minority Interest (Statement 4,page 38) . . . .. .......... e e i 82,639 95,662
 Commitments and Contingencies (notes 7 and 11, pages 32 and 35)
- Shareholders’ Equity:
E Capital (note 9, page 35) —
¢ Authorized:
25,000,000 Common shares without par value
Issued:
9024755 Commen sharess Seanitl 0 o e Bl U i e s v 89,368 89,368
Retained earnings (notes 8 and 10, pages 33and 35) ... ... ..o 403,459 419,952
492,827 509,320
Less 45,483 Common shares held by subsidiary companies, atcost .. . ................. (3,179) (3,179)
489,648 506,141
On behalf of the Board:
i
B L
3 N
Director Director
$ 1,253,038 $ 1,159,094
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Falconbridge Nickel Mines Limited Statement 2

Consolidated Earnings and Retained Earnings

Consolidated Eamings (See additional details — Statement 4, page 38) Year ended December 31,
1981 1980 1979
(000's) (000s) (00Q7s)
i L L e = SN e £ e e T R e e $ 712,952 $ 757,815 $ 789,418
Operating expenses: =
Costs-of metal atid oter ProdUETSAIES , <. vt s S v s wiatmm Bl T T 5l 548,080 455,793 469,083
Selling; general and admINISIaliVE < o o sin s bom 5ok i % sen i nE S b e wiae 49,604 40114 34,136
Development and preprodUBHION:. . --ow sar sui o vl st aicaiss s oot £ 2ah o 26,755 23,820 11,019
Depreciatiorn-and depletion, & . i viues e ivs van e bre dai o atn e 5o & i 32,808 30311 31,613
Othar charges Nole 14, Page 30) .« .iw i s v vam i sunn i i s e S sl sl 2,963 15,306
660,210 565,344 545,851
Oporaling Prof. < Lo oo sanii inn v o s sl e e e, 4 mpat, el 52,742 192,471 243,567
Intarast and GHer NCOMIB - v u s anin don varil mes St L EL s . L T 1 32,575 37,466 21815
85,317 229,937 265,382
Interest and debl @XPENSES . . . . ..ottt i e e e 51,344 39,112 36,089
Exploration (note 12, page 36) . . . ... .. .. ... .. T e 37,964 28,284 14,297
Research and process development . . . ... ...ttt 11,105 6,636 3,960
100,413 74,032 54,346
(15,096) 155,905 211,036
Income from investment in associated and other companies (Statement 5, page 44) . . . . . 3,770 9,588 17,589
Earnings (loss) before taxesand otheritems ... .............................. - (11,326) 165,493 228,625
Income and mining taxes (note 5, page 30):
KSMITEINE . o ool 5 sl oimimis smssus saavn stsis s sussn o] Seond Hancpemt b S ben e R N o o W fY 0 3,458 48227 54,100
DIBISINET 1.ciii 5 55550 S0 5 vomun mmmmrs sonse sssans sints oo atihes dhbiben i AR - o - oy, ) (1,246) 31,873 36,898
2,212 80,100 90,998
Earnings (loss) before minority interest and extraordinaryitem . ................. (13,538) 85,393 137,627
Minority shareholders' interest in earnings (losses) of subsidiary companies
(Statement 4, PagE B . crki cas v v i neiy s T oot fate e S e 4ot (9,636) 13,971 27,066
Earnings (loss) for the year before extraordinaryitem .. ........................ (3,902) 71,422 110,561
Exiraordinary tem (Nole 2, page 30} c.cv van fai i e R (5,122) 37,700 20,000
Eamings (lossyI0rthaYear:. . . ... 0 i e vl daoti e - LML ERE s (9,024) 109,122 130,561
Dividend requirement on preference shares . . ... ....vuu i i 6,475 5911
Earnings (loss) applicable tocommonshares. ... ............................ $ (9,024) $ 102647 $ 124,650
Earnings (loss) per common share (note 13, page 36):
Befora extraniifaTy MO ... ... v v eroii s el b SR Cednl e L E T S $(0.78) $13.04 $21.01
EXacidinarViiliml: & «.o5 5 555 srie st & S0t R A e e e B e (1.03) 7.57 4.02
BT G VEAE . 1 0n s.okiirs snors s wighh reheh wismare sussae] b Sl i it iy e s o] e TS $(1.81) $20.61 $25.03

Consolidated Retained Earnings

Reatained eamings; BoginniNg Of ¥BaE ...« w55 hous siure 2 slwisibin 4 s o wimie Sms woandi Sond s $ 419,952 $ 334,732 $ 225,020
EArnings (10ss) for e VeaE ... L L e s e i duialia b Sonel s rm btk e o s B ) (9,024) 109,122 130,561
410,928 443,854 355,581
Dividends:
Common shares (per share: 1981 — $1.50; 1980 — $3.50; 1979 — $3.00)............ (7,469) (17,427 (14,938)
Preference shares (per share: 1980 — $2.158; 1979 — $1970) . . . . ................ (6,475) (5911)
Retained earnings;end of Yoar . 5. iu van meritics s it s b by b et s i $ 403,459 $ 419952 $ 334732
(See notes to consolidated financial statements)
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Falconbridge Nickel Mines Limited

Statement 3

‘hanges in Consolidated Financial Position

Year ended December 31,

1981 1980 1979
(000’s) (000's) (000's)
Sources of working capital (funds):
Operations —
Earnings (loss) for the year before extraordinaryitem . . ........ ..o $ (3902 §$ 71422 $ 110,561
Charges (credits) not requiring outlay of funds:
Depreciation and depletion . . ... ..o i 32,808 30,311 31613
Development and preproduction . . .. ..o 26,755 23,820 11,019
Amortization of debt eXpenses . . .. ..o irin et i i 86 175 223
Income and mining taxesdeferred . . ... ... . il 2,091 30,729 38,294
Minority shareholders' interest in earnings (losses) of subsidiary companies, net. .. . .. (9,636) 13,971 27,066
Gains on disposal of fixed assets, fet. . . ... .. i ciniiinnninaiarr it sa s (386) (449) (107)
Gains on disposals and write-off of investments, net. . ........ . ... o o (631) (1,666)
Dividends received from companies accounted for on an equity basis in excess of
interest in @aAMINGSA0SSES . S « siivslon vwn s wion wvioris ae viajeaias'sens o giare sae ain 2,152 (1,357) (8,669)
TOlal O O ARG s oo S L i iy S04 SEars" 48 4 a7 a7 37t e atiate Seie axaiain o 49,968 167,991 208,334
Increase (decrease) inlong-termdebt,net. .. ... ... ... ... it 179,639 (815) (7,650)
Proceeds from disposal of fixed assetS . ... . o oo oottt e 1,760 1,561 1,962
Proceeds from disposal ofinvestments . .. ... ... ... .. oo 9,165 6,890
’ 231,367 177,902 209,536
Applications of working capital:
Property, plant and equipment expenditures . .. ... ... . il 44,241 50,116 34,072
Development and preproduction expenditures ... . ... oottt 60,576 40,879 24,280
Dividend payments on the common shares. .............ooiiieeiiaiiaaiaaan, 7,469 17,427 14,938
Dividend payments to the minority shareholders of subsidiary companies............. 3,387 7,133 4,425
Increase {decrease) INOtherassets. . . ... ..viiiiineiinanineeeaesrnnneennns 4,643 (364) (189)
Redemption of preference shares. . . . ... ..o 75,000
Dividend payments onthe preferenceshares. . .. ......... . ... vuuiinaneenennen 6,475 5911
120,316 196,666 83,437
Increase (decrease) in working capital duringtheyear. . ....................... $ 111,051 $ (18764) $ 126,099
Changes in components of working capital:
Increase (decrease) in current assets —
Cash andemPoraNV IVESITIENIS 5. & 1o vt o s vo s it alea S S B A 5 $ 47,283 $ (16273) $ 155827
Accounts and metals settlementsreceivable . ... ... .. ..o il 18,048 (47,042) 25,301
IVE O BE R s, S A e e e B s T (12,496) 75274 3,003
52,835 11,959 184,131
Increase (decrease) in current liabilities —
Bankindabladness . s et S s S e e e Y 2% e s e 1,335 890 105
Long-term debt maturing withinone year. . .. .....ovivironiiiin e enancnn 232 3,996 8,584
Otfvar carrent liabiiias s L T R e =y sl Cor e s (59,783) 25,837 49,343
(58,216) 30,723 58,032
Qrease (decrease) in working capital during theyear............. ... oot 111,051 (18,764) 126,099
orking capital, beginning Of Year. . . <« <« v vt i in v e e e e 362,119 380,883 254,784
Working capital ond o YeanE  E e i et T A e et ok i M Ie S sahais riara by Soace Simia it $ 473170  $ 362,119 $ 380,883

(See notes to consolidated financial statements)
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alcdhbridge Nickel Mines Limited

j testoConsolldated Financial Statements
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Accounting policies
The principal accounting policies followed by Falconbridge are summarized on pages 24 and 25.

Extraordinary item

The $5,122,000 extracrdinary item in 1981 reflects the Company’s share of costs associated with United Keno Hill Mines Limited's (United
Kenao) Venus Mine project, which are now considered not recoverable due to depressed metal prices and increased operating costs. United
Keno is owned 48.4% by the Company and accounted for on an equity basis. As a result of this action, expenditures which have been writien
off in the accounts exceed those which have been claimed by United Keno for income tax purposes by approximately $8,000,000, and this
amount is available to reduce its taxable income of future years.

As a result of the public offer made by The Superior Oil Company, Houston, Texas (Superior), to purchase all of the capital stock of Canadian
Superior Oil Ltd. (Canadian Superior), the Company received, in January 1980, 336,793 shares of Superior (with a quoted market value
of $59,214,000) and $8,534,000 for its 294,143 Canadian Superior shares. The transaction resulted in a gain of $37,700,000 (net of
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.

Translation of foreign currencies

(@ If translaled into Canadian dollars at the year end rates of exchange, long-term debt as at December 31, 1981 would increase by
$24,910,000 to $490,296,000 (1980 — increase by $29,235,000 to $315,036,000). This change is not necessarily indicative of the
amount repayable when the obligations are retired.

(b) MNet realized exchange losses on foreign currency transactions amounting to $683,000 in 1981 (1980 — losses, $407,000; 1979 —
gains, $1,151,000) have been charged to earnings; net unrealized gains on translation of foreign subsidiaries' financial statements for
consolidation purposes, before minority interest, amounting to $8,192,000 at December 31, 1981 (1980 — $12,144,000; 1979 —
$10,582,000), 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.$1=Cdn.$ Norwegian Kroner 1=Cdn. $
1981 1980 1979 1981 1980 1979

Average forthe Year. . .. ..ouuvue ettt e $120 . 317 ST $0.21 $024  $0.23
ALYOAE ONCL + v o ot Fios smvin. sivie SASam HiiaTe Tt St Shatfavg 1.19 1.19 117 0.20 0.23 0.24
. 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 $15,662,000 (1980 — $12,850,000; 1979 — $8,798,000) including past service costs of $7,401,000
(1980 — $6,317,000; 1979 — $3,238,000). Based on the most recent actuarial evaluation, the unfunded past service costs for all pension
plans in effect at December 31, 1981 are estimated to amount to approximately $50,000,000 (1980 — $47,000,000; 1979 — $52,500,000)
including $26,500,000 (1980 — $24,000,000; 1979 — $36,500,000) which is computed to have vested. The companies’ present intention is
to provide for the unfunded past service costs over periods of up to filteen years.

. Income and mining taxes

(a) Consolidated income and mining tax expense consists of the following:

1981 1980 1979
(000's) (000's) (000’s)

Canadian taxes —
GBI, . « o wmir s sioms wa bbb SIS Sl i R $ 2051 $ 45844 $ 51,482
Delered . viwlhafh S vovnins senmns T T e e T e v Al i Sl 2328 35,296 32,985
4379 81,140 84,467

Foreign taxes —

COIent. . o v sl s sl e L Lo, Tt 5 s e el 1,407 2,383 2618
Delemad . . vulsaran vsnsinn obs o bl T USSR e f s LS BTe (3,574) (3,423) 3913
(2,167) (1,040) 6,531

TOIBAITAXES : 65 cioin senvers smm nesmgssine i aiie o SR e o R e s S T $ 2212 $ 80,100 $ 90998




{b) The provision for consolidated 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 effects of these
differences are as follows:

1981 1980 1979
(000's) (000's) (000')
Depreciation claimed for tax purposes in excess of
depreciation expensed in the accounts, Ret. . . .. ... .vove i - $ 637 $ 9069 $ 3543
Exploration, preproduction and mine development costs claimed for
{ax purposes in excess of amounts expensed in the aceollsi Nl o St e s 7932 7970 12,282
Inventories recorded in accounts on LIFO basis and on
tax returns ON FIFO DasiS . . - . o vt v e ce i cmr e eaeaaam et (3,349 (9,229) 4,262
HON-CApIAIIGES 5o B bt & oim ridl S s Wil it €57 § 870 $198 wo's G 4 29,756 15,606
Expenses {losses) camied forward . ... ... . cci i (2,060) 2,754
EHED v o < crevs sTans coneiawinia s nidas aiscells dcbaatats YIS AL Fas S48 gy Biasuite 4147 Biaaus sowimtainin o (6,466) (3,633) (1,649

$ (1246) $ 31873  $ 36898

At December 31, 1981 deferred taxes on the statement of consolidated financial position amount to $87,375,000 (1980 — $85,284,000).
This amount will be reflected as a component of current tax expense in subsequent years as timing differences are reversed.

() The difference between the amount of the reported consolidated provision for income and mining taxes and the amount computed by
multiplying the earnings (loss) before taxes by the Company's statutory tax rates is as follows:

. 1981 : 1980 1979
Federal and  Provincial Federal and  Provincial Federal and  Provincial
provincial mining Foreign pravincial mining Foreign praviacial mining Foreign
income laxes taxes “tages Total  income taxes taxes tazes Total  income tases taxes taxes Total
(000°s) [000°s) 000's) (000°s] (000's| (000's) {000°s) {000's) (000°s) {000°s) (000°s) {000°)
Earnings (loss) before
1) 0 TR s $ 8046 3 8,046 $(19372) § (11,326 $162.414 $162414 § 3079 $165493 $198,682 $198,682 § 29943 $228.625

Statutory tax rates . . . . .. 51% 16.5%" 51% 51% 28%* 51% 49% 29%* 49%

Earnings (loss) before
taxes multiplied by the

statutorytaxrates. . ... .. $ 4103 $ 1328 § (8.880) $ 82831 $ 45476 $ 1570 $ 97354 § 57618 § 14672

Taxes reported in

accouMS .. .....cocvn-- 2825 1,554 (2167) § 2.212 52,179 28,961 {1.040) § 80,100 95,756 28,711 6,531 $ 90998
Difference to be

reconciled . . ........... $ (1.278)5 226 § 7.3 $(30,652) § (16,515 § (2610 $ (41,598) $ (28.,907) § {8.141]

Recongciliation, tax effect
of —
(1) Non-claimable

expensas........... § 5468 § 8444 % 3.182 $ 3844 §$ 12,106 § 4778 $ 2498 $ 14339 § 1078
(2) Resource, depletion,

processing and

inventory allowances . (5,547)  (4.499) {175) (30,723) (11,382 (844) (37.066) (22.438) (393)
(3) Adjustments because

of differences in

companies' statutory

LK TEIEE 4 crmvarm cmrbivars 152 158 6,875 207 (3,241) 2,087 (739 (5,353) {1,395)
(4) Unrecorded delerred
taxdebit............ 8.071
(5) Mon-taxable income . . (1.381)  (3.8771 (10,240 (3.960) (14028)  (8,601) {6.291)  (15.455) {7.428)
$ {1.278) § 226§ 1713 $ (30,652] $ (16,515) § (2610) $ (41,596) $ (26.907) $(B,141)
. *Average determined from the graduated scale which ranged from 0% to 40% from January 1,1979 ta Agril 10, 1979 and 0% to 30% from April 11, 1979 to December 31, 1981.

(d) N_o 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 transter, to Canada, its earnings of U.S. $52,225,000 accumulated to
December 31, 1981 (U.S. $35,592,000 to December 31, 1980).
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(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 to
a Superior Administrative Court. Management cannot reasonably predict the outcome of this appeal. As a result no provision has been
made by the company or in the consolidated accounts.

(f) At December 31, 1981 Falconbridge Dominicana, C. por A. has losses, aggregating RD$ 27,757,000, which can be carried forward to
reduce its taxable income in future years. The loss carry forwards expire in 1983 — RD$ 2,216,000; 1985 — RD$ 4,709,000; and 1986 —
RD$ 20,832,000. In addition, depreciation and amortization charges of approximately RD$ 2,663,000 which have been recorded in the
accounts, but not claimed for tax purposes, are available to reduce taxable incomes of future years.

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

1981 1980
Metals in Finished Metals in Finished
process metals process metals
(000's) (000's) (000's) (000's)

Derived from:
COMPANYSIOrGl 7 nis s ol soms war dwns dme B ool aoliey 5 $ 19949 $ 55017 $ 20267 $ 50,234
SuUbSIdianes . . .. ... e 6,707 43,888 6,990 50,532
(NETSOUECES & anir stk + ws w5 § 557 SFile TeraBL R e et v 1o 1,655 5,589 10,693 6,668
$ 28311 $ 104,494 $ 37,950 $ 107,434

Total inventories oF Metals - : « oo v con Panan ok e v $ 132,805 $ 145,384

The December 31, 1981 inventory of ferronickel produced by Falconbridge Dominicana, C. poar A. was written down by $3,521,000, to an
estimated net realizable value.

For information on the effect of general inflation on inventories and the current cost of inventories, see page 48, “Impact of inflation— financial
reporting and changing prices”.

7. Property, plant and equipment
(a) The following table details consalidated property, plant and equipment on a functional basis (See note 2(b) of the notes to statement of
segmented information, page 40):

1981 ' 1980
Accumulated Accumulated
depreciation  Net book depreciation  Net book
Cost and depletion value Cost and depletion value
(000s) (000's) (000's) (000's) (000's) (000's)
Property, plant and equipment:
Producing assets —
Plant and equipment:
Mines, mining plants and ancillary
miningassets. ................. $ 425750 $ 271937 $ 153813  § 400409 $ 255220 $ 145,180
SMENEl- 0k v sns ams v daes B 107,617 32,039 75,578 107,963 30,644 77,319
Refinery........c.coiii.. 107,471 64,158 43,313 97,876 62,233 35,643
Townsites and other company housing.. . 16,419 11,190 5229 16,972 11,394 5578
Transportation, including facilities. ... . . .. 10,790 9,987 803 10,314 9918 396
0,1 S e P o S = 32,474 16,681 15,793 29,588 14,730 14,858
700,521 405992 294,529 663,122 384,139 278,983
Properties .. ..................... 23,484 17,933 5,551 22,887 17,408 5479
Land).. ..o fortin coven don v st g ks | 1,751 1,751 1,726 1,726
25,235 17,933 7,302 24,613 17,408 7,205
$ 725756  $ 423925 301,831 $ 687,735 $ 401547 286,188
Non-producing assets ... ..o o oo v vvn 34,689 40,273
336,520 326,461
Development and preproduction
expenditures:
Producing assets:. . .« suiws o8 s aanioans 119,661 104,323
Non-producingassets . .............. 93,830 75347
213491 179,670
$ 550,011 $ 506,131

Forinformation on the effect of general inflation on property, plant and equipment and the current cost of property, plant and equipment,
see page 48, “Impact of inflation — financial reporting and changing prices".
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(b)

©

As a measure designed to minimize supplementary financing by the project sponsors during a period of uncertain demand for
ferronickel, Falconbridge Dominicana, C. par A's (Falcondo) production operations were temporarily shut down on January 13, 1982
(see note 17, page 37). The property, plant and equipment are being maintained on a standby basis on the expectation that production
operations will be resumed at a later date. Under the present economic conditions Falcondo is dependent upon continued financial
support from its sponsors, see note 8, below. .
While it is difficult for management to determine when conditions will improve sufficiently to warrant the resumption of the production
operations, it is their opinion that the $101,270,000 net aggregate carrying value of the property, plant and equipment and preproduction
and other deferred charges will be recovered over the long term.

Non-producing assets do not include the assets placed on a standby basis (referred to in note 7(b) above) but consist of the following:
1981 1980
(000's) (000's)
Company and project
Falconbridge Nickel Mines Limited —
Frasermineil)l, =t et on | om s e it A DRSS PO RS e IR o $ 75303 $ 50835
Other:projectil)cain XU vin el 0 s Duiife, wandibvo sibie somimns Wi susverabums: seabe minre Aamins 7,520 5677
Falconbridge Nikkelverk Aktieselskap —
PrOCRSS TENISION PO A . reass e loine ribi, B i s Tl AT AT S TR ST TR SaslTeimis 9,017
Kiena Gold Mines Limited —
DUbUisSon TOWNSHIDIPIOREOVAT = i cvs o sisis s 3055 5 60805 sacs &S v mre Svass 4bavats; svets, sioisswials ae 8916
New Quebec Raglan Mines Limited —
Subsidiary's Cape Smith-Wakeham Bay properties (iil) .. . . ... ... oo, 40,726 35,185
Other stbsiiany cCompaANIEs PIORCIS (N8 2z o s shaTa e duieling & s iy i asmi v vond W 4970 5,990

$ 128519 $ 115620

(i) In the preproduction or construction stage. The Fraser mine was officially opened on September 12, 1981 but is not yet in
commercial production. Falconbridge Nikkelverk Aktieselskap’s process revision program was completed and Kiena Gold Mines
Limited’s property commenced commercial production in 1981.

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 68.55% owned subsidiary)

and its wholly-owned subsidiary company, Société Miniére Raglan du Québec Ltée (formerly Raglan Quebec Mines Limited)
(Raglan), incurred in the development of the latter company's Cape Smith-Wakeham Bay properties.
These costs have been capitalized with the intention that they will be amortized by charges against income from future
mining operations. In 1971 underground work on the properties was suspended. Studies recommenced in 1980 and have
continued on the feasibility 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 Raglan has retained the mineral rights on these deposits by the staking
of mineral claims.

8. Long-term debt
A. Details of long-term debt are as follows:

1981 1980
(000's) (000's)
(i) Falconbridge Nickel Mines Limited
7.75% Sinking fund debentures maturing February, 1991 (@) .. .. .. .. ..ol $ 42500 $ 43750
8.85% Sinking fund debentures maturing May, 1996 (1981 — U.S. $43,565,000; 1980 — US.
SA7 D00 255 i« o v i ol e 2 R T R A S T e S e e e e i 44518 48,028
Bank loans (c) —
DueDecember 31, 1986:(1U.S. $125.000. 000 RSB . v e s seidtvesa e o v alae o 147 204 75,900
Die Becember 311086 (V.8 2540 000I000) . eSS T s e e s v 5 e v 47105
Due December 31, 1988 (S GG B00 D0 o e e e s e S wsae s i s 52,994
Total (1981 net of $913,000 maturing withinoneyear) . .. .. ... ..ot iierneenan. $ 334321 §$ 167,678

(a) The Company is required to make sinking fund payments sufficient to retire $1,250,000 principal amount of the 7.75%
debentures in each of the years 1982 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 loans reflect borrowings under lines of credit extended by a Canadian bank.
The Cdn. $75,900,000 loan outstanding at December 31, 1980 was converted to a U.S. dollar loan and increased to U.S.
$125,000,000 on Navember 27, 1981 under a line of credit of Cdn. $180,000,000 (or the U.S. dollar equivalent thereof)
extended by the bank until December 31, 1986. Interest is payable monthly at the rate of % of 1% over the bank’s minimum
commercial lending rate if the loan is taken in Canadian dollars, or based on the London Interbank Offered Rate (LIBOR) if taken
inU.S. dollars. A fee of % of 1% applies to any undrawn portion of the credit, payable monthly. Interest was payable at 13.52% as
at December 31, 1981.
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(i)

(i)

()

0

Under a U.S. $85,000,000 line of credit the Company borrowed, on November 27, 1981, U.S. $40,000,000, due December 31,
1986, at 15.88%; and U.S. $45,000,000, due December 31, 1988, at floating rates based on LIBOR, interest was payable at
13.94% as at December 31, 1981.

1981 1980
(000's) (000's)
Falconbridge Dominicana, C. por A. (Falcondo) (RD$1 equals US. $1)
(a) Due to Loma Corporation (Loma)* (Payable in U.S. currency) —
8.73% Series Cdemand mortgage Notes . . . ...t ie ettt ieiee e RD$ 50,790 RD$ 60,950
8.5% Series D demand subordinated notes . . ... . cv i e e 34,000 34,000

84,790 94,950

* 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

1982 to 1986 inclusive (this schedule of repayments reflects the 1978 deferment cf principal

repayments aggregating U.S. $15,240,000); and

8.5% Series D guaranteed sinking fund notes, due in semi-annual payments of U.S. $3,400,000

1987 to 1991 inclusive.

(b) Due to International Bank for Reconstruction and Development (IBRD) —

7% Loans, due semi-annually to 1984, payable in various currencies . . ................ 10,728 14,620
95,518 109,570

(c) Housing —
9.5% Mortgages on houses repayable monthly to 1993 in Dominican Republic currency 1,766 1,873

(d) Subordinated advances by shareholders —
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 21.5% (weighted average 17%), due not later than December 15,1991 . ... ........ 39,188 14,223
(e) Other —
Unsecured borrowings payable in U.S. funds, bearing interest at 10.5%, due in semi-annual
installments 161980 e, ot el R Tt SR e e R e 1372 1,714
137,844 127,380
Less long-term debt maturing withinone Year . . 5. . b il ar s ol ihiie s s aanins i smss 14,196 14,264
Total — As reported by Falcondo in Dominican Republic currency, translated at year-end rates
Of OXCHENGB.. .« « i wiias woond R SIERE HAREIRSR S0 S, o+ oSl S B e L et RD$ 123,648 RD$ 113,116
Total — ExpressedinCanadian currency and reflecting consolidation adjustments and Falconbridge's
translation policy (1981 net of $16,826,000 maturing withinoneyear) . .. ................. $ 102602 § 103,850
Other companies
Kiena Gold Mines Limited — Bank loan due December 31, 1986 (16.8% at December 31, 1981)
(5eEnoB A5DAGO30).. .. \ vodieton bt BT S L $ 2179 $ 8,100
Others — vartous malurity dates and interestrates ... .. ..o viiii ittt iiiie i eaan 6,667 6,173
Total (1981 net of $911,000 maturing withinoneyear) ... . ... ... ... iiieeeann.. $ 28463 $ 14,273

Maturity and sinking fund requirements

Maturity and sinking fund requirements (stated at 1981 year-end rates of exchange) for the next five years are as follows:
1982 — $18,650,000 1985 —$ 18,298,000
1983 — $23,216,000 1986 — $235,404,000
1984 — $23,231,000

B. Guarantees, covenants and restrictions:

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$95,518,000 are secured by a first mortgage on the assets of the project, which have a
net aggregate carrying value of RD$151,718,000 at December 31, 1981. 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 cosls and debt service obligations in the event receipts from the sale of ferronickel produced by
Falcondo and other receipts are insufficient for that purpose. (The Company has been required since July, 1980, in
accordance with the terms of the financing agreements to provide funds totalling U.S. $23,513,000 (1981 — U.S. $14,979,000,




1980 — 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 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.

() In accordance with the terms of the loan agreements, funds of $2,395,000 (1980 — $1,980,000) (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:

(@) 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, 1981, 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 (1980 — $170,905,000).

9. Capital
(a) Preference shares
None of the Company's 7,000,000 authorized preference shares of the value of $25 each were issued in 1981 or 1980. In 1980,
3,000,000 Variable Rate Cumulative Redeemable Preference Shares, Series “A", were redeemed and cancelled.

. (b) Common shares

) 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 is 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 ten years from the date granted, and are earned 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 aggregate 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. Options were granted on November 16, 1981 to purchase 122,000 shares under the stock option plan ata price of $57.15
per share. The cost to the Company, in 1981, of share options granted under the plan was $135,000.

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 for companies, which, respectively, amounted to $87,242,000 and $8,291,000 (1980 — $89,627,000 and $15,565,000;
1979 — $82,900,000 and $14,208,000).

11. Commitments and contingencies
(a) There are commitments outstanding at December 31, 1981 aggregating approximately $3,700,000 (1980 — $6,200,000) in
connection with capital expenditure programs.
(b) The following are under continuing study and discussion with Government officials:

(i) The construction of Canadian facilities for refining ores mined in Ontario. However, the Company has received an exemption by
the Ontario Government, until December 31, 1989, from a requirement to refine in Canada ores mined from cerain properties of
the Company in Ontario, 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;

(i) 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
transport of pollutants.

. Itis presently not practicable to estimate the potential costs which may arise from these items.

{c) During 1981, 1980 and 1979 a portion of accounts receivable was either sold without recourse or discounted with recourse. The cost,
which was charged against earnings, amounted to $6,774,000 in 1981 (1980 — $4,514,000; 1979 — $2,032,000). As a result of these
transactions, at December 31, 1981, the Company has a contingent liability of U.S. $22,944,000 (1980 — U.S. $18,180,000). (See note
15, page 36). ~

(d) See notes 4, 5(e), 7(b) and 8 B(i), pages 30, 32, 33 and 34, respectively, which detail other commitments and contingencies.

35



Falconbridge Nickel Mines Limited

12;

13.

14.

15.

36

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 44.
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 Qil Ltd. (Canadian Superior). Mclntyre Mines Limited (Mclintyre), which
holds a 36.8% interest in Falconbridge, is owned 26.6% by Superior and 26.4% by Canadian Superior (which has an 8.8% interest in
Falconbridge).

The following 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 markeled on an agency basis by
Falconbridge. Fees and commissions totalled $6,748,000 in 1981 (1980 — $7,061,000; 1979 — $6,648,000).

(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 o 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 on mining claims in northern Chile pursuant to agreements between the Company, Superior,
Canadian Superior, Mclntyre, the government of Chile and private parties. The Company’s minority participation to date has been
$7,114,000 of which $2,444,000 was expended in 1981 (1980 — $2,162,000; 1979 — $1,431,000);

(i) Exploration for minerals in various Alfrican countries pursuant to an agreement between the Company and Superior. The
Company's participating interest is 50% and to date it has expended $11,335,000 on these projects, of which $3,790,000 was
expended in 1981 (1980 — $4,799,000; 1979 — $2,118,000); and

{iii) Exploration for minerals in North America. Participation, pursuant to an agreement with Superior, ranges up to 51% and to date
the Company has expended $4,885,000, of which $2,690,000 was expended in 1981 (1980 — $1,762,000; 1979 — $433,000).

See also notes 2 and 8 B (i)(a), pages 30 and 34, for other transactions which occurred between the Company and related members of the

group.

Earnings per common share
Earnings per common share are based on the weighted average number of common shares outstanding during each year (after
deducting shares held by subsidiary companies) as follows:
1981 and 1980 — 4,979,272; and 1979 — 4,979,184
The preference shareholder’s prior claim is deducted from earnings for the 1980 and 1979 calculations.

Other charges
Other charges of $2,963,000 in 1981 reflect a provision for employee severance payments and for the expenditures required to place
Falconbridge Dominicana, C. por A's (Falcondo) assets on a standby basis, see note 17, page 37.

Other charges of $15,306,000 in 1980, represent the costs incurred during the five-month shut down of Falcondo’s ferronickel production
operations.

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 use in
paying current debt service and other expenses (see note 8 B (i) (c), page 35).

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

FALCONBRIDGE NICKEL MINES LIMITED

In addition to the lines of credit detailed in note 8 A (i) (), page 33, the Company has an additional $75,000,000 operating line of credit with
the same Canadian chartered bank. The interest rate for this line is the bank's prime lending rate. This line of credit may also be used lo
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. As at December 31, 1981 the Company was contingently liable to the bank for U.S. $10,360,000 with respect to trade
paper discounted with recourse.

The Company also has a $50,000,000 line of credit with a second Canadian chartered bank. This line of credit can be converted to U.S.
dollar loans at the bank’s option. 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 U.S. base lending rate. The line of credit is also available to discount U.S. trade paper at rates
prevailing at the time of discounting. There is no commitment fee and this line may be withdrawn at the bank’s discretion. As at December
31, 1981 the Company was contingently liable to the bank for U.S. $9,544,000 with respect to trade paper discounted with recourse.
The Company also has a U.S. $40,000,000 line of credit with a U.S. bank under which the Company may sell U.S. dollar accounts
receivable at rates prevailing at the time of sale. There is no commitment fee on this line which expires December 1, 1982. As at December
31,1981 the Company was contingently liable to the bank for U.S. $3,040,000 with respect to the sale of accounts receivable with recourse.
Use of these lines of credit is restricted under guarantees and covenants, see note 8 B, page 34.

INDUSMIN LIMITED

AtDecember 31, 1981 Indusmin Limited (Indusmin) had an unsecured demand loan totalling $5,945,000 outstanding to a Canadian bank
pursuant fo a line of credit of $9,000,000 extended by the bank. No commitment fee is payable for this line 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 largest amount of indebtedness
oulstanding at any one time was $7,714,000 and the average was $4,472,000. Interest was payable at 17.0% at December 31, 1981 and
averaged 19.3% during the year. The aforementioned $9,000,000 line of credit may also be utilized by way of banker's acceptances.

Indusmin pays % of 1% to the bank for their acceptance. At December 31, 1981 $3,000,000 banker's acceptances were outstanding at an
average rate of 16.7%.
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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. No commitment fee is payable for this loan
facility which gives Fahramet various currency and interest rate options. The line of credit may also be utilized by way of banker's
acceptances for which Fahramet pays ¥ of 1% to the bank for their acceptance. This loan is repayable in quarterly installments over a five
year period commencing December 15, 1982. The largest amount of indebtedness outstanding at any one time in 1981 was $4,000,000,
the average for the year was $4,000,000 and $4,000,000 was outstanding at December 31, 1981. Interest was payable at 16.8% as at
December 31, 1981 and averaged 18.7% during the year.

At December 31, 1981, American Nepheline Corporation (ANC), a wholly-owned subsidiary of Indusmin, had a term loan totalling U.S.
$1,800,000, 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 Interbank Offered Rate for Eurodollars for selected maturities. The largest amount of indebtedness outstanding at any one time in
1981 was U.S. $2,300,000 and the average for the year was U.S. $2,111,000. Interest was payable at 11.5% at December 31, 1981 and
averaged 12.2% during the year. 7

KIENA GOLD MINES LIMITED

Kiena Gold Mines Limited (Kiena), has arranged a $25,000,000 Revolving Term Credit, 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 2 of 1% above the bank's prime
lending rate. Kiena also has an option to utilize this Term Credit facility by way of banker's acceptances. Kiena pays ¥ of 1% to the bank for
their acceptance. The largest amount of indebtedness outstanding at any one time in 1981 was $22,472,000, the average for the term of
the loan was $15,676,000 and $21,796,000 was outstanding at December 31, 1981. Interest was payable at 16.8% at December 31, 1981
and averaged 19.3% during the term of the loan. No commitment fee is payable for this term loan.

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,

1981 1980 1979
(000's) (000's) (000's)
Earnings (loss) forthe year,asreported . ... ... oo $ (9024) $ 109,122 $ 130,561
Add (deduct) extraordinary item, asreported (iv) . . . . ..o 5122 (37,700) (20,000)
Adjustments to accord with U.S. GAAP:
1. Record long-term debt at exchange rate current at the end of eachyear (i) . .. ..... .. 2,622 (1,151) 4,050
2. Record gains which were deferred on translation of foreign subsidiaries’ accounts
forconsoldatieRipUIBEses ) n i i i o i e i e s v s i s s (2,827) 1,582 (1,459)
3. Adjust income tax reassessments (i) . . . ..o v v et e e e y 3,296
4. Record capitalization of interest costs (jii) . . .. ..... ... o i i 5878 3,324
5. Amortization of capitalized interest costs (i) . . . . ... oo (18)
Earnings (loss) from continuing operations in accordance with US. GAAP .............. 1,763 75,177 116,448
Write off of Venus Mine project costs (iv) . . ... oo (5,122)
Disposal of Canadian Superiorshares (iv) ... ............ ... .. ... . .. 37,700
Extraordinary item under U.S. GAAP (IV) . . ..ottt et e 20,000
Earnings (loss) for the year in accordance with US. GAAP . ... ... ... .o, $ (3369 $ 112877 §$ 136,448
Earnings (loss) per common share in accordance with U.S. GAAP:
From continuing Operations . . .. .. .ot ittt et e e $ 035 $ 1380 $ 2220
Write off of Venus Mine project Costs . . ... ..o (1.03)
Dispasaliof CAnatidn SUPEBHOESNAIES . o rr s v aais ses & et cwis o ols § 0o & 64 el s 7.57
From e Xl Ao A e I e s e 0 s i le Bats hoaur anes m me s s v ey ey v 402
T B e e sy v 47l ors = wers misce s mss o $ (068 $ 2137 $ 2622

(i) 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.
(i) Under Canadian GAAP Falconbridge gives retroactive accounting treatment to reassessments of prior years' taxes. The U.S.
professional pronouncements require that the cumulative effect of the tax reassessments be given recognition in current income.
(i) 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 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.
Capitalized interest costs are amortized on the same basis as the related assets.
(iv) See note 2, page 30.

. Subsequent event

On January 11, 1982 Falconbridge Dominicana, C. por A. announced that its ferronickel production operations in the Dominican
Republic would be shut down temporarily from January, 13, 1982, Production will resume as soon as conditions warrant (see
notes 7(b), 8 B and 14, pages 33, 34, and 36 respectively).
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Falconbridge Nickel Mines Limited

The following segmented information
1s presented to provide a more
complete appraisal of the preccdmg
consolidated financial data.

Segmented Information amousnos o dorary
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any Integrated Waesfrob Corporation  Falconbri
iny) Consolidation Consolidated Nickal Unallocated Mining  Falconbridge  Dominica
tad Other  adjustments total Operations corporate Division Copper C. por
1% (100%) (100%) (100%) {50.2%) 165.7
[nota 2] [nata 1] (nate 1) [note
30 $ 4139 $ 6685 $712952 | $350496 $ 5443 § 18,473 $171,428 $137,61
30 1,824 4,157 548,080 192,906 165673 93,897
58 947 (6,573) 49,604 19,604 6,095 2 1,767
36 (547) 26,755 12,430 226 10,011
13 422 113 32,808 14,729 166 455 3,062
2,963
17 3,193 (2,850) 660,210 239,669 6,261 16,356 108,737
27) 946 9535 52,742 110,827 (818) 2117 62,691
22) (1) 6,774 18,769 (5,150) (2,575) (9,955)
2,758 37,964 5127 13,560 7,569
11,105 6,289
22) 2,757 6,774 67,838 6266 10,985 (2,386)
k) (1,811) 2761 (15,096) | 104561 (11,803) 2117 65077
23 (91) 3,770 9,489 101
)5)  (1,788) 2670 (11,326) | 104,561 (2,314) 2117 65178
J0) 84 (501) 2,212 47,189 (2,001) 614 34845
kS (1,872)% 3171 $(13,538) | $ 57372 % (313)$ 1,503 $ 30,333 $ (9,54
27) § (26) $ (9,636) $ 15109 $ (262
33) § (1,941) $ (3902)| $57372 § (313)$ 1503 $ 15152 $ (451
06 $ 1,259 $(34,553) $601,160 $324,825 $ 9548 $142,138 $ 80,8
11 1,213 (29993) 127,990 136,411 3027 35155 2869
95 § 46 $ (4.560) $473,170 $188,414 $ 6521 $106983 $ 52,144
64 $ 1991 $§ 284 $294,529 $161,548 $ 2922 $ 10225 § 78290
47 1,082 (604) 7,302 3,546
26 (7,558) 119,661 55,141
37 $ 3073 $ (7,878) $421,492 $220,235 $
$ 41040 $ 3676 $128,519 $ 67,165
$ 1537 $(27,835) $465,386 $167,678
21§ 7,056 $ 82,639
$ 1,588 $ 4919 $ 6510
$ 10,359 $ 23902 $ 6,461
29 § 6444 $104,817 $ 64,946 $ 484 % 9306
$ 19,882 $168,182 $ 78116
Onterio British Quabsc
ibia and Columbia and
Norway Ontario
pe e R~
cobalt copper precious
matals
Eurape, USA C
o m and Japan and Eam'n:::




) Statement 4
—~—
1980 1979
== Damites Oamites
Mining Mining
[ Company Integrated Wesirob Corporation  Falconbridge Company
a, Indusmin  (Proprietary| Consolidation Consolidated Nickel  Unallocated Mining  Falconbridge  Dominicana, Indusmin  (Propriatary) Consolidation Consolidated
L Limited Limited Other  adjustments total Operations corporats Division Copper C. por A. Limited Limited Other  adjustments tatal
%) (68.0%} (74.9%| (100%) (100%) 1100%) 150.2%) (65.7%| 169.0%) [74.8%)
2 [note 2 (note 1) {nate 1) [note 2| (note 2)
4 $ 63945 $ 20003 $ 3913 $(13,500) $757,815 | $348973 $ 5937 $ 21,069 $204,818 $160,648 $ 56,038 $ 18495 $ 3,807 $(30,367) $789,418
4 46,536 14,121 1,560 (13,114) 455,793 208,589 12829 100665 116344 38859 12,222 1,279 (21,704) 469,083
2 6,830 2,387 1,284 (8,187) 40,114 17919 4,130 168 1,554 7,253 5,887 1,821 600 (5,196) 34,136
8 | 3 127 (503) 23,820 5613 315 3973 1,486 30 105 (503) 11,019
1z 3016 1,194 404 144 30,311 13,893 306 556 5271 7,050 2,851 1,090 450 146 31,613
6 15,306
I 56413 17,829 3,248 (21,660) 565,344 246,014 4436 13868 111,463 132,133 47627 15238 2329 (27,257) 545,851
_Tl 7,532 2174 665 8160 192,471 102,959 1,501 7,201 93355 28515 8411 3257 1,478 (3,110) 243,567
1 1,332 (133) (37) 4513 1,646 1,571 786 (4,201) 13,155 1,011 (12) (71) 2,035 14,274
4 75 1,739 28,284 2,390 6,848 586 3,593 153 92 635 14,297
__"' 347 6,636 3,640 354 (34) 3,960
5 1,754 (133) 1,702 4513 36,566 7,601 7,634 586 (608) 13308 1,457 (12) 564 2,001 32,531
2) 5778 2,307 (1,037) 3,647 155,905 95,358 (6,133 6615 93963 15,207 6,954 3,269 914 (5111) 211,036
4 157 23 (182) 9,588 17,589 86 50 22 (158) 17,589
2) 5935 2,307 (1,014) 3465 165,493 95358 11,456 6615 94,049 15207 7,004 3,269 936 (5,269) 228,625
3 2,248 920 69 1,409 80,100 33,145 294 1,941 47,500 5,324 2871 1,179 215 (1,471) 90,998
9 687 $ 1387 $ (1,083)$ 2056 $ 85393 | $ 62213 $ 11,162 § 4674 $ 46549 § 9883 $§ 4133 § 2090 § 721 § (3,798) $137,627
1) 1,135 § 348 $ 1397 $23186 § 2091 $§ 1274 § 525§ (10) $ 27,066
T —_— .
6) | $ 2398 § 909 $ (1,083 $ 71,422 | $ 62213 $ 11,162 § 4507 $ 23277 $ 4508 § 2714 § 1360 § 730 $110,561
5| $26972 $ B295 § 2369 $(46,657) $548,325 $334,899 $ 12,753 $128,127 $ 83,027 $ 23717 $ 8301 $ 1,838 $(56,296) $536,366
12 13,843 4378 3,844 (39,143) 186,206 106,718 2566 42933 26997 12,650 4,841 393 (41,615 155,483
4 $ 13129 $ 3917 $ (1,475 $ (7,514) $362,119 $228,181 $ 10,187 $ 85,194 $ 56030 $ 11,067 $ 3460 $ 1445 $(14,681) $380,883
0 $20443 $ 3655 % 1418 $ 482 $278,983 $153,413 $ 2927 $ 3280 $82400 $ 20112 § 4122 § 1276 $ 979 $268,509
9 1,273 65 886 (404)  T,205 3,789 42 862 1,891 1303 - 86 851 (446) 8,378
5 372 1,297 (5,748) 104,323 52,705 1,700 2520 36843 403 424 (6,846) 87,749
4 $ 22088 $ 5017 $ 2304 $ (5670) $390,511 $209,907 $ 4669 $ 6662 $121,134 $ 21,818 $ 4632 $ 2,127 § (6313) $364,636
L $ 639 $ 54605 $ (7,055) $115,620 $ 40,059 $ 25,059 $ 632 $ 46457 $ (6464) $105,743
3 $ 5995 $ 8278 $ (9913) $285,801 $171,994 $108394 $ 6557 $ 225 $287,170
4| $ 8639 % 1548 § 7306 $ 95,662 $ 54537 $ 17606 $ 7829 $ 1468 $ 7384 $ 88,824
$ 725% 801 % 17 $ 8,053 $ 3906 $ 725¢% 793¢ 186 $ 5610
$ 326% 268 $ 30,957 $ 20,849 $ 3876 $ 326 % 269 $ 25320
4| % 3331 % 1,706 $ 7988 $ 90,995 $ 37,008 $ 99 $10489 $ 1022 $ 7124 ¢ 772 $ 1,838 $ 58,352
e
$ 12,090 $126,257 $216,463 $ 65,097 $ 12,896 $ 58,740 $136,733
n Ontario, Ontario British Quebec Dominican Ontario,
ic Qusbec Namibia and Columbia and Republic Quebec Namibia
and USA Norway Ontario and USA.
3l Industrial Copper Nickel, Iron Copper,  Ferronickel Industrial Copper
! als and copper and and zin¢ and minerals and
1 metal cobalt copper precious metal
’ castings metals castings
o Canada Europe Europe. USA Canada ; Canada Europe
and USA. USA and Japan and Europe USA and USA.
and Japan and Japan
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Falconbridge Nickel Mines Limited

Notes to Statement of Segmented Information

1. 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 metals 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 confracts the processing of material
containing various 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 corporate” It is 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, 1981 includes identifiable assets of
$48,681,000 in Norway (1980 — $49,914,000; and 1979 — $38,536,000).
2. Consolidation adjustments
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 24. The investment in consolidated subsidiaries is
$12,203,000 less than the equity in net assets of these subsidiaries at December 31, 1981 ($12,284,000 at December 31, 1980) and this
difference is included in the consolidated financial position as follows:

1981 1
(000's) (000
Increase (decrease)
Property, plant and equipment —
Producing assets
P AT N DB It s et S ARl T s STV EAPaoaRe s B ks st v $ 5580 $ 5656
Acctmulated depreGialion , ... i. il din i e e L THTR < 38 FS S sraal s e s F e ST 5297 5173
Land:and propertiag:. - s vl s it e o e et i e edThie s 0 ainie momiec 5891 6,100
AccOmeiateddeplelon: s L Dl e R e e e s e e enaciia 6,495 6,505
Development and preproduction expenditureS . . . .. ... i i (12,427) (10,069)
AccUmUaIed AMORIZENORY. ol e ook wroits sl AR laiko bt e fo e T s shev sl ucs s ol asouease dwn o ssmie (4,870) (4,321)
NG ASEt i e T s Tt e e e o ST S ST O s, e sVmsice ahae 4 a7 (4,951) (7,038)
Investment in associated and other COMPANIES . ... ..ot v ce i it ve s ine ot cee i ianaanas 714 50
o s e L R, SEL S S e e e T MR TR ey o R S S P (88) 374
Excess of interest in net assets of subsidiaries over carrying value of investments . .. ............... $ (12203) $ (12284)
The depreciation, depletion and amortization of the fair value adjustments included in the consolidated statement of earnings increased
the 1981 depreciation and depletion expenses by a net $113,000 (1980 — $144,000; 1979 — $1,514,000) and decreased the
amortization of development and preproduction expenditures by $547,000 in 1981 and by $503,000 in both 1980 and 1979.

(c) Other adjustments have been made to eliminate inter-company transactions.

3. Interest in consolidated subsidiary companies’ undistributed earnings
See note 10, page 35, of the notes to consolidated financial statements.

4. Working capital
(a) Working capital includes the estimated realizable value of metal settlements receivable and concentrates in transit of $26,007,000 or
20% of consolidated accounts and metal settiements receivable, in respect of certain consolidated subsidiaries (1980 — $40,128,000,
or 37%).
(b) See note 8 B (i) (c), page 35, of the notes to consolidated financial statements for particulars of funds held in trust in respect
of Falconbridge Dominicana, C. por A.

5. Property, plant and equipment
See note 7, page 32, of the notes to consolidated financial statements. .

6. 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 quoted market value.
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. Indusmin Limited

The Company acquired an additional 21,300 common shares of Indusmin Limited in the latter part of 1981 thereby increasing its percentage

ownership from 62.02% to 70.84%.

. Kiena Gold Mines Limited

The company commenced commercial production in October, 1981.

. 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 38, and these notesthereto, presenta more detailed review of the various group operations.

{a) The following table shows the consolidated sales revenues on a segmented and product basis by amount and approximate

percentage:

Year ended December 31,
1981 1980 1979

Amount Amount Amount
(000's) % (000's) % (000's) %

Integrated Nickel and corporate operations:

NicKal s ess ar i s s s s o el s $ 232253 32 $ 206719 27 $ 226,794 29
COPPBRES e e b e s L R L S3A60°° . 62,385 8 44352 6
Colall e R S e e T e s 34,701 5 40,158 5 44197 6

Goldebahrsni i s il e e e 4,714 1 3,568 1 2,309

s s e MR e e el S e U 3,106 1 2,396 953
Plalinlim: sl s is T nl Saenl T i s TR e 7.857 1 8,025 1 8,163 1

Palladiim s e i e e i e e 2,020 3,366 1 2,741
Gtherirevennes i si bl i aien sa n R i s 33863 5 29322 4 25,401 3
371983 52 355,939 47 354910 45

Other operations:
Eorranidkele T e S e R e 165593 22 128340 17 134110 17
COPPBr o i s bl i v e a2 bl e e G, O 66,867 9 98,742 13 115003 15
P s S e e e SR R e I e C R T LR 4,165 1 24,073 3 41445 5
Goldss b b s s s s S S s S ey 24798 3 31,563 4 225683
Sl e s e S e R R DR D R SRR e e 1 41,487 5 51,351 6
Industrial minerals

Nephelifasyealte! s v i e il S e i 12902 2 11,961 2 10,936 1
SiliGass rae i g T e e S e 19989 3 16,798 2 14,900 2
Agaregaless s srtoars i hn i i e 6,846 1 7,056 1 5,227 1
Steelicastings thr o sl Bl e b co i el e s 25596 4 23,481 3 20,439 3
Other metals and products .....cv v v v vv v evie it aans 16900 2 18375 3 18529 2
340,969 48 401,876 53 434508 55
$ 712,952 100 $ 757,815 100 $ 789,418 100

(b) Sales revenues, by product source, of the companies in the Falconbridge group which are accounted for on an equity basis were as

follows:

Year ended December 31,
1981 1980 1979

Amount Amount Amount
(000's) % (000's) % (000's) %
GOl T e s s $ 30724 T1 $ 2798 47 $ 30914 37
SNBSS B et s e 11,682 27 29,997 51 49417 59
lBag s e e R e e e T el 888 2 1,443 2 3,729 4
$ 43294 100 $ 59408 100 $ 84060 100
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Falconbridge Nickel Mines Limited

Year ended December 31,

{c) Consolidated sales revenues by geographical area were as follows:

1981 1980 1979
Amount Amount Amount
(000's) % (000's) 9% (000's) %
EUIOPB T 505 51 aver sheos snalage 2ol et Mot Sestitinn ol wiin iy $ 223742 32 $ 197639 26 $ 222712 28
UEEEAY: 5oi ©ia s bt s e e e S e e e 243504 34 282266 37 249076 32
(@17 = o A IS~ b S, 2 e R 87936 12 51,462 7 67350 8
TOtARONOIGN L o e i At I o e S o R 555,182 78 531,367 70 539,138 68
ETTIT: ¢ i R e et e SUgih, o o LS R 167570 =22 226,448 30 250,280 32
Warlditotal. . . oo S aara R e e S L $ 712952 100 $ 757,815 100 $ 789418 100
*Includes sales by Canadian operations to
foraigrolsSiOmers of i ¥ i o s oot o e o $ 328453 $ 335877 $ 339,936
(d) Sale of principal metals and products by the consolidated companies in the Falconbridge group were as follows:
Year ended December 31,
1981 1980 1979
Consolidated Company Consolidated Company Consolidated Company
total share® total share* total share*
(000's) (000's) (000's) (000’s) (000's) (000's)
Integrated Nickel Operations:
Nickal (Doundsy. . . duiva bttt Fas 62,998 62,998 54,159 54,159 84,454 84,454
COpper (DOUNAS) . /i« dnf a5 b 56,458 56,458 53,686 53,686 42,460 4
Gobatt:(pounds) . i s anhdanari dEi 2,084 2,084 1,386 1,386 1,294
Gold:{oUNcas) i . . o o it e ke 9 9 5 5 6
SIVBE(OUNCES) . vv i e B madn WA 251 251 108 108 79 79
PRatinum (OURGCES) i /v ats e s ks e e svaids 15 15 10 10 16 16
Palladium (Ounces).. .« v vvevenianis 18 18 14 14 20 20
Other operations:
Ferronickel (pounds of nickel) . ........ 43,776 28,761 34,567 22,710 47,628 31,292
Coppar: (DOUNASY . i oo i e v aiaiats s 73171 42,451 86,971 49,287 104,459 59,405
Iron concentrate (tons) . ... ........... 549 549 677 677 638 638
Znc{poungs)il. .. o, SRSl fhsit 7,591 3811 50,984 25,594 91,710 46,038
GO (OUNEEI) . il o Saers o i T e sy 50 28 44 22 48 24
SIVSLIOURGESY s v i s it ibiend 653 392 2,011 1,067 2,575 1,349
Industrial minerals (tons) —
Nephelinesyenite . . . .............. 439 305 429 296 430 297
o] e e P e i R o 866 601 977 674 920 635
Aqoregales.s,, . ot ne s e R 2,563 1,783 2,950 2,035 2,452 1,692
Steal castings: fons) . ..ouii s i .., 5 3 6 4 6 4
Sales on an agency basis:
NIEKEIAPOUNTS) vvv ) vm e wr s aele ite 2,631 5,612 5195
CODNPEC(DOUNGEY.. s e s steisribpatorates Sn 2954 3,666 2273
Cobali{peunds). i ol it B 188 391 208
*Includes the subsidiary companies’ sales prorated on the basis of the Company's percentage ownership.
(e) Sales of metals by the companies in the Falconbridge group which are accounted for on an equity basis were as follows:

Year ended December 31,

1981 1980 1979
Company Company Company
Total share* Total share” Total share*
(000s) (000's) (000's) (000’s) (000's) (0oQ
SHvar(OUREES) RS 4 e e sl IR . 1,167 563 1,672 807 2,496
Lead(Dotinds) e .« o 5. 2 st s 2,243 1,086 3,296 1,596 5,620 2,721
GOl {OURNGEE)E R v Simiais bt raer e 208 59 11 38 ol 75 14

*Significantly influenced companies’ sales are prorated on the basis of the Company’s percentage ownership.
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(f) The following table sets forth certain information respecting metal prices during the periods indicated. The pricing bases used therein

(@)

(h)

are the most representative prices that the Falconbridge group received for its metal products and metals in concentrates:

Pricing Decenﬁi;%?s?,?t Falconbridge (6) average prices during

Metal unit 1981 1981 1980 1979
U.S. Dollars

Refined nickel i mite e bl o aa pound $ 3.20(1) $ 3.09 $ 325 $.723%
Ferronickel s m et m i s i L sl pound 3.18(1) 297 3.18 241
L ©Fs e Tol- AR S Bt pound 0.76(2) 078 094 093
Goldl, ... S R T R Rl ounce 400.00(3) 428,02 611.03 36761
SINVEY .t e s S T e e ounce 8.25(4) 8.92 16.00 16.64
Platimam s oo i nesias e e ounce 379.00(5) 450.43 678.55 421.47
Coball. i s R T R pound 17.50(1) 14.00 24.36 29,12
(1) Producer prices. £ (4) Prices quoted by Handy and Harman, New York.
(2) London Metal Exchange copper — higher grade contract price. (5) New York Dealer prices.
(3) - London gold fix. (6) Includes sales on an agency basis.

The following table shows the relationships 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 38, for corresponding dollar
amounts):

Property, plant
and equipment

Revenues (i) Earnings (loss) (i) Working capital (producing assets)

Year ended Year ended As at As at

December 31, December 31, December 31, December 31,

1981 1980 1979 1981 1980 1979 1981 1980 1979 1981 1980 1979

% % % $ millions % - % % % % %

Integrated Nickel Operations .. 51 46 44  $31.1 $574 $ 622 66 52 60 5756 58
Unallocated corporate ......... 1 1 1 (13.9) (03) 111

Corporation Falconbridge

COpPer: o st e 11 234026 0.3 1647233 225 0h PG g 6 7 2
Falconbridge Dominicana, :

CopOrA: e 20 182720 (19.7) (4.5) 4.5 8 14 15 25 30 33
Indusmin Limited ............... 10 8 7 20 24 VI 3 4 3 5 6 6
Kiena Gold Mines Limited ..... 1 6
Oamites Mining Company

(Proprietary) Limited .......... 2 3 2 (08) 09 1.4 1 1 1 1 1 1
Wesfrob Mining Division ....... 2 2 3 Tl B e Lo 4.6 1 2 3 1 1 1
Other consolidated

subsidiaries ................... 1 1 1 (2.00 (1.1) 08 1 1
Consolidation adjustments .... 1 (2) (4) (1) 2 4) (2) (1 )
Consolidated fotal ............. 100 100 100 $(39 $71.4 $1106 100 100 100 100 100 . 100

(i) The 1981 revenues include $72,774,000, 10% of the consolidated total (1980 — $144,984,000, 19%; 1979 — $191,748,000, 24%)
from sales by Corporation Falconbridge Copper to'a single customer.
(i) Earnings (loss) contributions are after consolidation adjustments, before extraordinary items.

Additional segmented information is included in the ten-year review, page 45, and in the summary of 1981, 1980 and 1979
consolidated results by quarters, page 46.
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Falconbridge Nickel Mines Limited Statement 5

Investment in Associated and Other Companies

December 31, 1981 Market value lﬂmﬂ 1) Carrymg value tnota 2! Contribution to
B R As at December 31, As at December 31, earnings (loss) for the year
common  Beneficial 1981 1980 1979 1981 1980 1979 1981 1980 1979

stock interest % (000's) (000's) (000s) (000s| (000's)  {000's) (000's)  (000's) (000

Accounted for on an equity basis (notes 2 and 3):
Akaitcho Yellowknife Gold Mines Limited ... 1,198,230 %7 § 827 $ 29% $ 1929 § 186 $ 208 $ 262 § (22 6 § 88

Giant Yellowknife Mines Limited ............ 824,413 19.2 8,244 21,023 14,839 3,726 3,770 3,445 161 1,150 1492
United Keno Hill Mines Limited (note 7) .... 1,195,988 484 20631 52,026 48,288 9,788 16,997 15810 1488 3718 10,035
Total on an equity basis .................. 29,702 76,045 65,056 13,701 20975 19617 (1,349) 4874 11615
Accounted for on a cost basis:
Canadian Superior Oil Ltd. (note 4) ........ 57,358 17,465
Mcintyre Mines Limited ...........cooveeeeees 176,826 4.8 7,385 12,308 11,692 10,178 10,175 10,178
The Superior Oil Company (notes 4 and 6) . 2,033,965 16 88,905 95,922 10,779 62,332 62,332 3,118 370 kL) 49
Thompson-Lundmark Gold Mines Limited . 600,000 120 342 1,500 330 kI 3 n
Other companies (Note 5) .......oovvevveeen. 288 529 237
$126,622 $186,304  $145.452 86,585 93859 50,752 (979) 5215 11,664
Investments with no quoted market value —
Western Platinum Limited (note 8) ........ 3,025,001 25.0 10,010 6214 6.214 3017 1.967 3,793
Blanket Mine (Private) Limited ............ 8,208 100.0 1,708 1,637 1,189
Other companies (note 5) ................ 370 369 mn 24 749 943

$96,065 $100442 857,337 §$ 3770 § 9586 $17,583

Notes: 1.

n

o N OO R W
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The market values shown are based on Canadian and United States stock exchange 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 cf certain significantly influenced

companies on an equity basis (i.e. the investments are carried on the statement of financial position at cost plus proportionate share of undistributed earnings).

. Interest in equity accounted for companies’ undistributed earnings — see note 10, page 35, of the notes lo consolidated financial statements.

. See note 2, page 30, of the notes to consolidated financial statements.

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

. Stock split 5 for 1 in 1981.

 The $1,488,000 loss recorded in 1981 excludes the extracrdinary item referred to in note 2, page 30, of the notes to consolidated financial statements.

. Shareholdings increased in 1981 under a commitment to subscribe, proportionately with other shareholders, to an issue of shares by Western Platinum Limited

(to finance capital expenditures).




Falconbridge Nickel Mines Limited

Ten—YeaI’ REVIeW (Unaudited)

1981 1980 1979 1978 1977 1976 1975 1974 1973 1972

REVENUES AND FOVBOIBR N i i i s i $ 712952 757,815 789418 508211 381684 483480 409888 443508 426834 266,851
EARNINGS (LOSS)  Earnings (loss) before extraordinary item. ... ..... (3902 71,422 110,561 5818 (28,786) 14,591 2937 31996 49533 5240
($000's) ParcOmmOnehae =, it Sl s e v (0.78) 13.04 21.01 D22 (6.14) 294 059 6546 10,00 1.06
Extraordinary BBm . ... .o covve v e {5,122) 37,700 20,000 20,238 7,100 (49,456)
Pl COMMON BIBIG 2 s vt o eis ge i v v na e om (1.03) 757 402 4.08 143 {9.98)

EARNINGS (LOSS)  Alminex Limited (nole 7) . . .....coovvvvinninnn $ 3,776 3424 2952 2922 2,040 1,263
CONTRIBUTIONS —  Corporation Falconbridge Copper.............. 266 15,152 23277 7,498 2913 1,637 198 3981 12295 3058
after consolidation Falconbridge Dominicana, C. por A, . . (19,687) (4,516) 4508  (6,596) 2,788 8,834 5,689 3,309 9,933 503
adjustments, before  Giant Yellowknife Mines Limited . . .. ........... 161 1,150 1,492 613 368 (137) (43) 450 717 181
extraordinary items Indusmin Limited (note 5). . .................. 2037 2,398 2,714 2027 1,251 2,019 2,821 1,307 1,287 1,290

($000's) Integrated Nickel Operations.... .. ... 31,059 57,372 62,213 6558 (21,496) 4860 (5271) 17,779 19487 5,180
Kiena Gold MinesLimited . . . ................. 6
Oamites Mining Company (Proprietary) Limited . . . . (593) 909 1,360 405 (336) 128 739 1,433 2,406 205
United Keno Hill Mines Limited . . . ............. (1,488) 3718 10,035 1,825 1,168 841 1422 2,946 1,159 (350)
Wesfrob Mining DIVISION . . v .o vvvvnnnncnnnes (1,089) 1,503 4,597 551 (2211) (337  (1,361) 539 2753 (2490
Unallocated corporate (note 4) . .. ............. (12,611) {5,187) (453) (7,165 (16217) (5779 (4251) (2887) (3529) (3,732)
(0 T ) e e o R U (1,963) (1,077) 818 102 (790) (899) 42 217 985 132
Earnings (loss) before extraordinaryitem......... $§ (3902 71,422 110561 5818 (28,786) 14,591 2937 31996 49533 5240
FINANCIAL L e T M e S R $1,253038 1,159,094 1069371 868525 889781 737,176 750394 754950 725129 645681
POSITION Working capital —
($000's) Integrated Nickel Operations (note 6) ... ..... 312540 188414 228,181 158825 174339 85509 101,731 139959 117,994 72487
Falconbridge Dominicana, C. por A (note 1). . . 39518 52,144 56,030 44578 42785 37410 33703 28941 36214 25680
Corporation Falconbridge Copper. ......... 103703 106,983 B5,194 45525 32696 24409 20768 18840 25776 14,044
ConsolNdated:iotl)) - vk s eae v na s 473170 362,119 380,883 254,784 255592 155131 167,017 198263 188052 114813
Property, plant, and equipment, net —
Pragieing Rl Bl L v e 421,492 390511 364,636 367,601 304,768 255217 283611 282,803 303767 330965
IO ORI 052155 s s adie s sl e 128519 115620 105743 88913 150356 167,654 143178 137504 105021 86507
Loncetarmidablr s A e e 465386 285801 287,170 295003 291,394 223715 255,121 274616 288493 301,921
SHAREHOLDERS' Shareholders’ equity (000's) . . . ............... $ 489648 506,141 495921 386,201 384,755 322440 312736 314,643 292556 241,582
DATA Amount per commonshare . ... ........... $ 9808 101.36 84.40 62.57 62,46 65,01 63.11 63.55 59.14 48,95
Dividends paid per commonshare............. $ 1.50 350 3.00 0.50 1.00 1.00 200 1.00 1.00
Number of commeon shares outstanding
atend of year (note 2) (000%s) .............. 5,025 5,025 5,025 5,024 5,010 5,009 5,006 5,001 5,001 5,000
Number of common shareholders . ............. 5542 5,908 7,362 8,351 9,150 9788 10732 11205 11,104 12254
Toronto Stock Exchange quotes, High.......... § 11600 161.00 91.75 36.25 39.75 45.00 38.25 69.75 86.25 9987
(TSE) s % S NS $ 5700 79.00 32.00 16.63 16,50 29.25 24.25 2300 57.00 5050
I8 . o i § o 7400 102.50 91.50 3250 20.75 35.50 2425 24.50 62,50 65.00
Volume of shares Iraded on TSE (000%). . ....... 1,236 2820 2,150 1,423 604 564 783 623 848 920
Preference shares (000%) . . .. vvovvvvennnnnnn. $ 75000 75000 75,000
Dividends paid per preference share ............ $ 2.158 1.970 1.577 0.564
EXPLORATION, e e B A T e R e $ 37964 28,284 14,297 7662 9,726 8325 7826 11,432 8,895 6,768
RESEARCH AND Research and process development ... ......... 11,105 6,636 3960 3086 3844 3,769 4,100 4,382 3304 2546
PROCESS
DEVELOPMENT ($000's)
CAPITAL Expenditures on property, plant,
EXPENDITURES equipment, development and
($000's) preproduction —
Integrated Nickel Operations (note 6) ... ..... $ 70927 64,946 37,008 30420 63762 33201 46307 39432 24589 43563
Falconbridge Dominicana, C. porA.......... 89 3,234 1,022 834 3,096 1523 2,153 5467 2147 10,308
Corporation Falconbridge Copper. ......... 8119 9,306 10,489 8,543 7720 10,775 8823 17,117 12577 6,882
Consolidatedtotal . . .................... 104,817 90,995 58352 42964 81,701 50252 62706 67444 42975 67359
METAL SALES Integrated Nickel Operations —
(000’s pounds) Nickel 62,998 54,159 84,454 71341 32047 80,176 61524 89464 99408 B9B65
Copper 56,458 53,686 42460 30027 42677 34076 40,713 53981 53725 56464
Falconbridge Nickel Mines Limited —
Nickel in ferronickel (note 3) ............... 43,776 34,567 47628 43477 43394 59781 50270 73828 67644
Corporation Falconbridge Copper —
GOPDBES ¢ S th s s el s sl shanitad 56,324 69,172 83547 B7555 92369 82939 77503 56911 80935 80870
P\ A I LR Mt R e RS 7,591 50,984 91,710 85337 89032 73430 73767 30838 37950 38218
ORE RESERVES Falconbridge Nickel Mines Limited . . ........... 79,161 78,649 75771 78808 80670 83405 89,099 90578 92798 92646
(000's tons) Falconbridge Dominicana, C.porA.. .. ......... 63,800 66,000 68700 68500 70000 72500 63700 66000 68500 70,800
Corporation Falconbridge Copper.............. 5,654 6,725 8,565 9,235 8,653 7187 9234 11,004 11,287 11,724

Notes: 1. See note 8, page 33, of the notes to consolidated financial statements.

. Includes 45,483 shares held by consolidated subsidiaries. :

. Ferronickel sales to customers, see note 2, page 40, of the notes to statement of segmented information.

. Before interest in earnings of equity accounted for companies.

. 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.

. Includes both the Integrated Nickel Operations and Company's corporate operations, see note 1, page 40, of the notes to statement of

segmented information.

. Investment sold in 1977.

~ [#2] OB Wh =
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Falconbridge Nickel Mines Limited

Summary of 1981, 1980 and 1979 Consolidated Results by Quarters wnaudied - 000s om&

1981
Three month period ended (note 4)
March 31 June 30 Sept. 30 Dec. 31 Year
Metal sales (pounds):
Integrated Nickel Operations —

NICKE = s s v s e s T S e S s s e s S 17,254 19,873 15,271 10,600 62,998

GOPPEL:. 57 Nedlvan o i Siien i i aaie s sasah S ooy 11,349 16,967 14,331 13,811 56,458

GODAM = s e fait i AT R T R s e R S 361 292 497 934 2,084

Corporation Falconbridge Copper

CODDBE: S5t i o B 250 v eieds 34 R T it SR 12,506 12,101 15,526 16,191 56,324

T T B e e 926 2,329 3,295 1,041 7.591

Gold and silver revenues ($'s) . . . oo v veve it cin s $ 5718 $ 4450 $ 6571 $ 5609 $ 22348

Falconbridge Nickel Mines Limited (note 1) —

BT OMIOKON s snllinss o wivin s e T ey ey e T 11,373 12,974 10,708 8,721 43,776
Inventories of finished nickel — all forms (pounds) . .............. 48,987 44237 43,466 48,778 48,778
Earnings:

B (o1 Ty |07 o OSR]I e i $ 184077 $ 200306 $ 182,213 $ 146356 $ 712,952
Interest, investment and otherincome . .. .......... . i 9,357 11,050 6,441 9,497 36,345
193,434 211,356 188,654 155,853 749,297
Costs other than the undermentioned . . .. ..............covn.nn 144,460 162,620 147,675 145,892 600,647
Depreciation, depletion, development and preproduction. . . . ...... 13,485 14115 14,419 17,544 59,563
Exploration, research and process development. . ............... 10,431 11,960 11,612 15,066 49,069
Interest BneldebLeXRONSES it wiu b et s st i, S 10,687 12,755 11,814 16,088 51,344
Incomie: and mImINGIBXES . & .o et i beis w5 Srasieal et 5,460 3,511 5,723 (12,482) 2,212
Minority interest in earnings (losses) of subsidiaries............... 179 (1,397) (3,234) (5,184) (9,636)
184,702 203,564 188,009 176,924 753,19
Earnings (loss) for the period before extraordinaryitem............ 8,732 7,792 645 (21,071) (3,90
Extraordinany: Rem: (MOl88) <. . o oo Gk e mivhitiai vt b bialiaare s (5,122) (5,122)
Eamings {(loss)} for.the period . .. .. .vs v siniaan taoialen s samas s 8,732 7,792 645 (26,193) (9,024)
Dividend requirement on preferenceshares. . ..................
Earnings (loss) applicable to commonshares. . .........c.ovvenn.. $ 8732 § 7792 % 645 $ (26,193 $ (9,024)
Earnings (loss) per common share:

Before eXtraordinany Bemy . 1o .t 0 . 4 il ae st st sieime s siuim s e e . 175 $ 157 $ 013 $ (423 $ (078

EXtrarERAIV BN, ot s aie ci e e e (1.03) (1.03)

For Epotiod. « . . vovamne iR DR b o s g A A $ 175 $ 157 $ 013 $ (526 $ (1.81)
Earnings (loss) contributions:

Corporation Falconbridge COPPer.........c.oovevveenneceinn.. $ 596 § 42 $ (385 $§ 13 § 266
Falconbridge Dominicana, C.porA.. .. ....c.civivinnnreninaenn (490) (3,176) (6,270) (9,751) (19,687)
Giant Yellowknife MinesLimited . . . ........ccvveveenrnea .. 256 (41) 30 (84) 161
IndusmB BIMMREE . o hab v e enis ik v BT ek s e SO e s (64) 666 711 724 2,037
Kiena Gold:Mines Limited .. ...c v oo sniaiiman siietivg < ave saiatsts i 100 160 (254) 6
Oamites Mining Company (Proprietary) Limited . ... .............. (195) (196) 209 (411) (593)
United Keno Hill Mines Limited . . . ............ ..., (296) (869) 356 (679) (1,488)
Other conrolled ' COMPANIeS - . . c.sin viid cni dhivas sk s o (17) (251) (382) (1,313) (1,963)

TOREL: ox st dainere wivs s ass Sve Slaiane, ks, soota Hhoe aiate s ooRE e eyarts o (210) (3,725) (5,571) (11,755) (21,261)

Wesifob MIDNGDINISION v s s imalvdin s ot aus, sia s sAibam Lo 123 (782) 427 (857) (1,089)
Unallocated corporate, net (notes2and 7). . . .........ciivin., (2,548) (1,119) (3,400) (5,544) (12,611)
Integrated Nickel Operations, net of allocated corporate costs (note 7) 11,367 13,418 9,189 (2,915) 31,059
Earnings (loss) for the period before extraordinary item .. .......... 8,732 7,792 645 (21,071) (3,902)
Extiaordinany ey (RoleiB) . vmi at or g e sard arons froiigs st s (5,122) (5,122
Eaminga‘(loss) fonthe perlod i\ e vin v ol sa oy e abi 8,732 7,792 645 (26,193) (9,024)
Dividend requirement on preferenceshares. . ..................

Earnings (loss) applicable to commonshares. .. .........coveen.. R R TR Ty e T 645 $ (26,193) $ (9,024

Notes:

1. See note 2 (a), page 40, of the notes to statement of segmented information.

2. Unallocated corporate shown on Statement 4, page 38, for 1981, is after reflecting the interest in earnings/losses, before extraordinary item, of significantly influence:
companies, which are accounted for on the equity basis (Giant Yellowknife Mines Limited, earnmgs $161,000; United Keno Hill Mines Limited, loss — $1,488,000 an
Akaitcho Yellowknife Gold Mines Limited, included above with “other controlled companies”, loss — $22, 000)

3. See note 2, page 30, of the notes to consolidated financial statements.

4. Metal markets deteriorated throughout the year with metal prices frending downward during the four quarters and nickel demand dropping significantly in the last half of
the year. Unit production costs were significantly higher than in 1980.
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1980

Three month period ended (note 5)

March 31 June 30 Sept. 30 Dec. 31 Year
19,807 10,369 10,373 13,610 54,159
14,560 13,644 12,066 13,416 53,686
403 346 362 275 1,386
19,310 18,366 16,064 15,432 69,172
19,257 15,371 12,352 4,004 50,984

$ 17556 ¢ 16890 $ 19031 $ 13949 $ 67426
12,943 9,966 3,586 8,072 34,567
29,990 42377 50,408 45,833 45833

$ 240017 $ 183,163 $ 156272 §$ 178363 $ 757,815
13,071 11,418 10,633 11,932 47,054
253,088 194,581 166,905 190,295 804,869
142,044 120,382 113,654 135,133 511,213

13,371 13,804 13,921 13,035 54,131
6,134 9,112 9,099 10,575 34,920
9,474 10,837 9,285 9516 - 39,112
41,127 17,159 10,631 11,183 80,100
6,923 4,461 1,635 952 13,971
219,073 175,755 158,225 180,394 733,447
34,015 18,826 8,680 9,901 71,422
37,700 37,700
71,715 18,826 8,680 9,901 109,122
1,695 1,716 1,464 1,600 6,475

$ 70020 $ 17110 $ 7216 $ 8301 $ 102647
$ 649 $ 344 $ 145 $ 166 $ 13.04
757 757

$ 14.06 $ 344 $ 145 $ 166 $ 2061
$ 4824 $ 3670 $ 3566 $ 3092 $ 15152
2,908 813 (4,005) (4,232) (4,516)

895 613 (67) (291) 1,150

555 817 322 704 2,398

942 143 274 (450) 909

659 967 1,811 281 3,718
163 92 (418) (914) (1,077)
10,946 7,115 1,483 (1,810) 17,734
481 164 359 499 1,503
(29) (1,642) (2,397) (1,119) (5,187)

22617 13,189 9,235 12,331 57,372
34,015 18,826 8,680 9,901 71,422
37,700 37,700
71,715 18,826 8,680 9,901 109,122
1,695 1,716 1,464 1,600 6,475

$ 70020 $ 17110 $ 7216 $ 8301 $ 102647

1979

Three month period ended (note 6)

March 31 June 30 Sept. 30 Dec. 31 Year
26,371 29,068 13,567 15,448 84,454
9,728 8,635 8,905 15,192 42,460
375 367 213 339 1,294
21,272 21630 ° 18,387 22,258 83547
22,336 26,009 23,430 19,935 91,710
$ 8347 $ 10926 $ 14634 $ 36451 $ 70358
10,590 10,908 10,762 15,368 47,628
33,121 24,576 23,421 27217 27,217
$ 172,019 $ 198179 $ 173,020 $ 246200 $ 789,418
5510 7,723 10,829 15,342 39,404
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 42632
3,097 4,596 4,654 5910 18,257
8,553 8,713 9,053 9,770 36,089
13,408 21,894 19,967 35,729 90,998
3,771 3,641 5923 13,731 27,066
160,427 179,445 159,926 218,463 718,261
17,102 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
1,385 1,402 1,464 1,660 5911
$ 19846 $ 33554 $ 24860 $ 46390 $ 124,650
$ 316 $ 503 $ 451 $ 831 $ 21.01
083 1.70 049 1.00 4.02
$ 399 $ 6.73 $ 500 $ 931 $ 25.03
$ 4115 $. 8760 . % -4585 $ 10817 $ 23277
(988) (990) 1,665 4,821 4,508
90 300 363 739 1,492
160 813 963 778 2714
492 217 224 427 1,360
492 1,607 2,372 5,564 10,035
101 260 392 65 818
4,462 5,967 10,564 23,211 44,204
672 577 1,153 2,195 4,597
73 (845) 835 (516) (453)
11,895 20,758 11,371 18,189 62,213
17,102 26,457 23,923 43,079 110,561
4,129 8,499 2,401 4971 20,000
21,231 34,956 26,324 48,050 130,561
1,385 1,402 1,464 1,660 5911
$ 19846 $ 33554 $ 24860 $ 46390 $ 124,650

5. The downturn in the last half of the year mainly reflected higher unit production costs and a decrease in the volume of nickel sold.
6. 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.

7. See note 1, page 40, of the notes to statement of segmented information.
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Falconbridge Nickel Mines Limited

Impact of inflation — financial reporting and changing prices unaudied)

In the absence of definitive Canadian recommendations and as in 1980, Falconbridge is presenting inflation adjusted and current cost
information generally in accordance with the guidelines of the United States Financial Accounting Standards (FAS) 33 and 39. This disclosure
; will provide a general indication of the effects of inflation on Falconbridge and will facilitate comparisons with other companies. Interpretations
it accompany the adjusted amounts and further discussion is provided in “Management's discussion and analysis of financial condition and
I results of operations”, page 60.

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 and may not represent the actual costs that would be incurred if the related assets were to be, or could be, replaced. The
general inflation and current cost restatement only includes the effects of inflation on inventories, fixed assets and net monetary items. Income
tax effects pertaining to timing differences, allocations or other factors have not been reflected in the adjustments to reported earnings. No
comparisons of the adjusted costs of property, plant and equipment, development and preproduction expenditures were made with a
I prediction of the current worth of the net amount of cash expected to be recoverable from the use or sale of these assets because such a
H comparison would involve the use of highly subjective estimates and forecasts. 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 most 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
|

H 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 effect is reported as a change in purchasing power of net monetary items held.

J 1. 1981 eamings (loss) adjusted for changing prices
(a) Earnings (loss) for the year before extraordinary item adjusted for the effects of general inflation (constant dollars)

1 The purchasing power of the dollar varies with inflation and as a result reporting dollars of varying purchasing power does not ,

! comparative results. The constant dollar method restates historical data in terms of a single unit of measure. To arrive at a constant un

[ 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 CPl is a measure of changing price levels for selected goods and services which are intended to be
representative of all economic transactions. 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 assel 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 1981 dollars.

1 Integrated Nickel
i and corporate O_ther Consolidated
it operations operations total
| (000’ (000’ 000'9)
1! EAImings (086) 86 OpOMB. » . o/ 1 G e AR s S s h e $ 1709 $ (21001) $ (3902
I Adjustments to restate historical costs for the effect of general
|| inflation (average 1981 dollars)
i [Wos o fo o | e Y] O AR P Mg e b R et P A (1,926) (7.294) (9,220)
| Depreciation, depletion and amortization (increase) . . .. ............. (40,598) (27,979 (68,577)
f Earnings (loss) adjusted for general inflation. . . .. ..... ... ......... $ (25425 $ (56,274) $ (81,699

Adijusting for general inflation increases the consolidated loss to $81,699,000. Depreciation, depletion and amortization increases relate

to assets of $1,122,971,000 in average 1981 dollars compared to $550,011,000 in historical dollars. Cost of sales are increased by

$9,220,000 which reflects the increased value assigned to inventories sold under the constant dollar method. The Integrated Nickel
| Operations' cost of sales are not greatly affected because under historical accounting, the last-in, first-out (LIFO) method of charging

J Il inventory to cost of sales is used. 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 method.

‘
1

il .
i

it
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(b) Earnings (loss) for the year before extraordinary item adjusted to reflect current costs

The concept of current costs reflects cost increases by considering specific price changes in inventories and fixed assets. Current cosls
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. Service potential is measured by reference to physical
output capacity and unit operating costs. The current cost amounts of depreciation, depletion and amortization and cost of sales
represent the charges to income based on the esfimated 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 difference between the
current cost of assets consumed in the year and the charges recorded in the historical cost financial statements.

Integrated Nickel

and corporate Other Consolidated

operations operations total

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

Earnings (logs):agreportedc . ch . f o SR A s il $ 17,099 $ (21,001) $ (3902
Adjustments to restate historical costs to current costs

Costolsalesiinereasay s i mn v ih s e s el Dl s (446) (373) (819

Depreciation, depletion and amortization (increase) . . .......oov oo (37,595) (48,961) (86,556)

Earnings (loss) adjusted forchangesin costs . . .....vvvv e in .. $ (20942 $ (70,335 $ (91,277

The consolidated loss of $3,902,000 adjusted to reflect current costs increases to $91,277,000. The Integrated Nickel Operations' cost
of sales are not significantly affected because of the use of the LIFO method as described in part 1(a), page 48. The other operations'
cost of sales do not increase significantly on a current cost basis because the historical cost amounts include the write-down of
ferronickel inventory to net realizable value.

Depreciation, depletion and amortization charges are higher under the current cost method than under the constant dollar method
because the CPl 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, page 50.

2. Purchasing power gain on net monetary items during 1981
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 monetary liabilities include
current liabilities and long-term debt.

Integrated Nickel
and corporate Other Consolidated
operations operations total
(000's) (000's) (000's)
Gain from decline in purchasing power of net amounts owed
{average 198t dollars) . L Uk S e e e $ 17,566 $ 38 $ 17,604

During 1981, Falconbridge held more monetary liabilities than monetary assets and consequently recorded a purchasing power gain of
$17,604,000. This gain is not included in historical or adjusted earnings reported under part 1, page 48.
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expenditures at December 31, 1981

Current cost amounts of inventories and property, plant and equipment, development and preproduction expenditures represent the
i current costs of assets owned. To arrive at current cost of inventories, the most recent production costs were used for metals inventories and
I replacement cost for supplies inventories. Estimates of current costs fo construct or purchase, costs per unit of production or indices
! published by governmental and private organizations were used to arrive at the current cost of property, plant and equipment, development
! {* and preproduction expenditures and depreciation, depletion and amortization.

|

\
'| 3. Current cost amounts of inventories (metals and supplies) and property, plant and equipment, development and preproduction
|

il
Il Integrated Nickel

i and corporate Other Consolidated
‘ operations operations total
I (000's) (000's) (000's)
it Inventories —

l' Metals

‘ e el =, DR R TIIS SLaLle o DNS oo i G IR P et St $ 78536* § 54,169 $ 132,805
I CIREGE . o et s arartn B § 138987* $ 54371°  § 193358
‘;'

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

il Supplies
- e T . L s s $ 19904 $ 31,102 $ 51,0@
1l CUMBAO0BY (1 i s v s s G ol el g S Pl iy v B o le s $ 22568  $ 34183 $ 567
il
I Property, plant and equipment —
I HRAONIEIB08. v o Bt (o  wosd mi AEE T e 3 e 8wy g $ 450817  $ 333856 $ 784673
“i Accumulated depreciationand depletion. .. ... .. ... s 246,228 201,925 448,153
‘g'i N TR VA8 o T 80 e L s T S S ' e A5 $ 204589  $ 131,931 $ 336520
It
fi e s SN e R S L $1,089911  $1,127,188 $2,197,099
i Accumulated depreciation and deplefion . . ... .. ...oiviiiiiiiis 636,756 658,810 1295566
| N BRtNaNIE . o v TR s e s e $ 433155  $ 468378 $ 901,533
‘ Development and preproduction expenditures, net —
| ORI E0Rt: - 7o e IS et TR e e v D S $ 119722  $ 93769 $ 213491
il OB c0at 5 b s i et e R L RS D A e $ 196042  $ 256,240 $ 452,282

it The current cost of the Integrated Nickel Operations’ metals inventories are $138,987,000 or $60,351,000 higher than historic cost. As noted
' previously, under the LIFO method, latest production costs are charged to earnings, resulting in older, lower costs remaining in historical
f cost metals inventories. The inventories of the other operations do not change substantially because ferronickel inventory has been written
il down to net realizable value, in the historical cost financial statements, which is also used as the current cost of inventory. Supplies
[ | inventories increased by only $5,745,000 to $56,751,000 on a current cost basis, since they turn over frequently during the year. Current
E | costs of property, plant and equipment are $565,013,000 higher than historical costs, and current costs of development and preproduction
il expenditures are $238,791,000 higher than historical costs. The current costs of the other operations are proportionately higher than those
| of the Integrated Nickel Operations', largely due to the age of assets and their geographical location.

It

Wi

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

preproduction expenditures during 1981
Increases in current costs are reported to indicate specific price changes during the current year and the effects of these specific price

changes are compared to the general rate of inflation.

Integrated Nickel

1 and corporate Other Consolidated
operations operations total
(000s) (000's) (000’s)
Inventories —
Te o = [ otk (72 n] £ gt e sy S RO BIUNE AR & SC SHRIE. 1 o $ 17431 $ 6,245 $ 23676
Effect of increase in general pricelevel .......... ..., 17,667 10,310 27977
: Excess of increase in general price level over increase in current costs . . . . $ 236 $ 4065 $ 4301
% Property, plant and equipment, development and preproduction
expenditures, net — :
et e At AN U ARRCORE et S alie ol b e W & ody selvaaiis $ 103,862 $ 102,701 $ 206,563
Effect of increase in general pricelevel . .. ... . ... .. i i, 68,156 82,254 150,410
Excess of increase in current costs over increase in the general price level . $ 35706 $ 20447 $ 56,153

Although current costs of inventories increased during the year, the percentage increase in cost was less than the increase in the general
price level. The general price level increase applied to inventories results in a year-to-year increase of $27,977,000, but based on specific
current costs, the 1981 cost increases were only $23,676,000. The year-to-year increase in the current cost of property, plant and
equipment, development and preproduction expenditures exceeded the increase in the general price level by $56,153,000.
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5. Five-year comparison of selected supplementary financial data adjusted for the effects of changing prices in average 1981 dollars
The following data is a summary of selected financial information presented in average 1981 dollars and consequently it may differ from
information reported elsewhere. Previous year information has been adjusted by the CPl to make it comparable to current year data.

Ll Year ended December 31, 1981 1980 1979 1978 1977
Ll (000's) (000's) (000's) (000's) (000's)
i |1 BEMBIEE: i v o e bt L OB v T L $ 712952 §$ 852812 $ 978515 $ 687477 $ 562557
I I Historical cost information adjusted for general inflation —
vl Earnings (loss) for the year before extraordinary item. . .. (81,699) 18,497
! Q‘ Earnings (loss) for the year before extraordinary item, Data
if‘ pEr COMMON SNATS L v e st s a5 ke it 503 (16.41) 225
| | Net'assetsiatyearend . .. v i hiae - sl s aafachy 1,101,068 1,193,742
! : Current Cost information — not
i Loss for the year before extraordinary item .. ......... (91,277) (15,488)
I Loss for the year before extraordinary item,
il per common share. ....... S Fror AR T (18.33) (4.57) readily
Excess of increase in current costs over increase in
thedenaralpricellevel: e s i ha Lula IR, 51,852 41,195
Netassatsiatvearend . vi-shiio it wow s e gl iRl i 1,293,181 1,348,742 available
Gain from decline in purchasing power of net
AmoURS OWeae] 78 Al o R e R 17,604 8,576
Dividends percommonshare .. . .......ovvvnriannn. 1.50 3.94 3.71 0.7
Market price per common share atyearend........... 70.38 109.87 109.74 42,67 29.6'
Average Canadian Consumer Price Index, base
1971 =00 s s S s U s L B e 2370 2106 191.2 175.2 160.8

Comparative historical cost data:

ROVOOUBE il b g e S T SRR e o $ 712952 $ 757815 $ 789418 § 508211 § 381,684
Earnings (loss) for the year before

edraordINANCIERT . i e S s e BT S (3,902) 71,422 110,561 5818 (28,788)
Earnings (loss) for the year before

extraordinary item, per common share. .. ... ........ (0.78) 13.04 21.01 0.22 (6.14)
Net:assetstatyearend.. ..o ey s nal u o s i giriony 489,648 506,141 420,921 311,201 309,755
Dividends percommonshare..............c.covunn 1.50 3.50 3.00 0.50
Market price per common share atyearend .. ......... 74.00 102.50 91.50 32.50 20.75
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. Supplementary quantity and price information

Integrated Weslrob Corporation Falconbridge Oamites Kiena New Quebec
Nickel Mining Falconbridge Dominicana, Indusmin Mining Company Gold Mines Raglan Mines
Operations  Division Copper C. por A. Limited [Proprietary] Limited Limited Limited
(% ownership) {100%) (100%) {50.2%) (85.7%) {70.8%) (74.9%) (68.3%) {68.6%)
1981:
Proven and probable ore reserves at the end of
the year (note) —
Tora {000's) . s 79,161 3,047 5,654 63,800 2027 5812 12,037
Grades (principal metals/products only):
Mickol (962 ot Tt s et a e e i 1.49 1.64 3.1
Coppar () i ti b s A B 093 0.31 b 113 0.79
o IR N e T (R W o e
16,5 IR o2 R e O RO K Sl 48.48
Gold (ounceperton) .. .........vveeianennnnn ki 018
Nepheline syenite (000'stons) . ....ovovvevven.. 20,000
Silica (000'stoney- 72 0t nd e Y 28,000
Aggregates (000'stoNS) . - . . coviiiiaiia s 110,000
Ore milled (000’stons) ..................... 3,042 1,112 1,436 1,762 530 112
Principal metals/products produced (000's):
Nickel (PONGSY. 5 il e vt s i B e e o S 62,728* 41,933
Copperpounds) ;.vivoishaiis s v s e e 55,754* 6,206 56,324 10,641
Cobalt {polnds) ... . vivewdsddininyviaas 1.372*
ZINC(poUNds):« 5. oo v s i s P 7.591
Iron coNCeniTateS (IoNS) « s <hwe dawuvan oo s e 606
GO (DUNOBEY . 55 Hon st dna s e i e el 2 36 15
Siveroonced) . oL - Cee e Ser et s 2 s 89 434 216 3
Nepheline syenite (tons) . . ......cvveeennnn. 437
Slica fons)= sl i s il 939
Aggregatas flong) o iche ik s vl 2,838
PRl R B s e s e i i T e ey B 147
Average selling prices:

See note 9(f) of the notes to the statement of segmented information, page 43.

*Metals in matte produced from Sudbury ores.
*Includes 2,277,000 tons of ore with average grades of 3.08% copper, 2.02% zinc, and 0.029 ounce of gold per ton; and 3,377,000 tons grading 1.78% copper and
0.026 ounce of geld per ton.

1980:
Proven and probable ore reserves at the end of
the year (note) —
Tona (O00B): = o et o e s 78649 7,150 6,725™ 66,000 1,927 2,500 16,050
Grades (principal metals/products only): :
MickaI) s s T e R T 1.50 1.64 258
COPDET (M0 ot i e s e e 0.78 0.31 1.07 0.71
FAI R i, | R O A o S L NG e e £
(o, 115 R S R A i YR fes e SN e o 1 4873
Gold {ouncepeclon): . .o i i B T - 023
Nepheline syenite (000'stons) ................. 18,000
Silica{@p0'stons) - 2t Fmit o e ey e 29,000
Aggregales (D00 Tons): .- S it dona e 113,000
Ore milled (000'stons) ..................... 3262 1,098 1,894 1918 628
Principal metals/products produced (000's):
Nickel'(pounds)t: <. o vd Sl cie v e 66,495* 36,046
ali o Tl [a0n R g1 o) PSR TN S el e 53,339* 4,904 69,172 12,892
Cabalblpoindsl-i ., oL s i L 1,394*
ZNG (Do) o a5 n Bt s iene was 50,984
Leadilpollnds)saiy vt e s anie iy 4,059
Iron concentrates (tONS) ... ..o vvv i iii i 677
GOl IOUNGEST 50 it o st ket erdvs o i 2 44
SHVEr(OUNCRS) (o0 o) oo i e i mpeess T AR 71 1,782 229
Nepheline syenite (tons) . . . ......covvvennnn.. 430
Silica (lohg) vt B e sars s 875
Aagregates (onS) .. . sicva s < matatos i s 2437
Feldspar8ons) .. .. oo cirn s TR 7
Average selling prices:
See note 9(f) of the notes to the statement of segmented information, page 43.

H

*Melals in matte preduced 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 tons grading 1.71% copper and 0.027 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
reasonably 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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30%

. 24%

18% |-

12%

6%

LOSS) i
1977 78 79 80 81 1977 79
EARNINGS (LOSS) EARNINGS (LOSS) CONTRIBUTIONS CONSOLIDATED REVENUES
@ CONSOLIDATED* @ CORPORATION FALCONBRIDGE COPPER
@ INTEGRATED NICKEL OPERATIONS UNITED KENOHILL MINES LIMITED®
@ FALCONBRIDGE DOMINICANA, C. PORA.

MILLIONS MILLIONS MILLIONS
OF OF OF
DOLLARS DOLLARS DOLLARS

-25

1977 78 78 1977 78 79 78 79
CONSOLIDATED METAL SALES METAL SALES PRICES METAL SALES PRICES

@ COPPER @ REFINED NICKEL @ coLb

@ NICKEL @ FERRONICKEL @ CcOBALT

@ COPPER @ SILVER

MILLIONS Uss USSPER

OF PER -OUNGE (GOLD AND SILVER)

POUNDS POUND -POUND (COBALT)

1977 78

*Belore extraordinary tem




Falconbridge Nickel Mines Limited

CONSOLIDATED REVENUES
BY GEOGRAPHICAL AREA

100%

@ Canada @ USA. @ Europe (@ Other

In 1981 Falconbridge's sales continued to
increase in the emerging industrial markets of
South America, Asia and India. These areas
are rapidly becoming major consumers of
metal products and represent a significant
opportunity for future market expansion. Par-
ticipation in the mature markets of Europe,
Canada and the U.S. remained generally
consistent with pricr years' performances.

1979 1980 1881
CONSOLIDATED SOURCES AND APPLICATIONS
OF WORKING CAPITAL (FUNDS)*
SOURCES  $957.4 The accompanying charts indicate the relative

APPLICATIONS
$014.3

APPLICATIONS
§705.3

\djusted for changes in | ries of metals

APPLICATIONS
$833.7

$MILLIONS

importance of the revenue sources and the
contribution to Canadian and foreign business,
labour and government.

Sources of funds exceeded applications by
$123,700,000 in 1981. However, sources
include additional group borrowings of
$197,600,000 of which $171,400,000 was bor-
rowed by the Company. In 1980, adjusted
applications of funds exceeded sources by
$83,500,000 and in 1979, sources exceeded
adjusted applications by $129,900,000.

Sources of funds in 1981 were $126,600,000
higher than in 1980, reflecting the proceeds of
additional borrowings, partially offset by lower
revenues from product sales. Sources in 1980
of $830,800,000 were slightly less than sources
of $835,200,000 in 1978,

Changes in the composition of sources of
funds reflect the volatility of metal prices,
variations in the demand for nickel, different
production levels and changes in the Can-
adian/U.S. dollar exchange rate. In 1981,
copper, cobalt, zinc and precious metals
accounted for a lesser percentage of funds
because of generally lower metals prices, the
termination of operations at the Sturgeon Lake
Joint Venture and production lost to strikes.

In 1980, decreased sources from nickel
and zinc revenues, compared with 1979,
were substantially offset by increased funds
from other sources.

Funds applied in 1981 were $833,700,000
compared to $914,300,000 in 1980. The
decrease is aftributable to the redemption of
the Company’s preference shares in 1980,
lower application of funds to government agen-
cies and reduced dividends to shareholders,
partially offset by greater amounts applied to
suppliers in 1981. The decrease in funds
applied to government agencies in 1981
reflects the adverse results reported by most
operations which resuited in lower income and
mining taxes. The Company's dividends to its
shareholders were cut back to $1.50 per share
in 1981 from $3.50 in 1980 and $3.00 in 1979,
representing only 1.3% of funds applied in
1981.

In 1981, almost 5096 of consolidated funds
applied were 1o salaries and wages in Canada
and to Canadian suppliers. In 1980 and 1979,
the respective percentages were 38% and
4296,




Management’s Discussion and Analysis

o . of Financial Condition and Results of Operations

Analysis of Financial Condition:
Liquidity
The short-term liquidity position of Falconbridge

of $179,639,000 during 1981.

working capital in cash and temporary investments

1es.

operations of $49,968,000, with the balance provided

tion costs.

In late 1981 the Company borrowed the U.S. dollar
equivalent of Cdn. $171,403,000 from a chartered bank.
This was arranged through an existing line of credit and
the addition of a five-year U.S. $40,000,000 fixed rate loan
and a seven-year U.S. $45,000,000 floating rate loan. These
borrowings will be used for necessary capital expenditures
in the Sudbury area, expected further financial support
for Falconbridge Dominicana, C. por A.(Falcondo), a 65.7%
owned subsidiary, and other corporate funding purposes.
The Company’s bank loans are due December 31, 1986

(U.S. $165,000,000) and December 31, 1988 (U.S.

$45,000,000). The mining industry is subject to cyclical
markets — the Company believes it is prudent to borrow
funds during economic downturns to ensure that suffi-
cient funds are available for operations and capital expen-
ditures. During the ensuing up cycle, it is expected that
the cash flow generated from operations will be sufficient

to retire this debt.
The Company and the other sponsor have been

required, since July, 1980, in accordance with the terms of
the financing agreements, to provide funds totalling U.S.

$39,188,000 (1981 — U.S. $24,965,000; 1980 — U.S.

remained very strong during 1981. Liquidity, as indicated

by working capital, amounted to $473,170,000 at December

31,.1981, an increase of $111,051,000 from the previous
ear. This increase reflects the additional net borrowings

The change in the composition of working capital dur-
ing 1981 reflected increased liquidity as the proportion of

increased while the amounts in inventories declined. Cash
and temporary investments increased during 1981 by
$47,283,000 to total $290,363,000 at December 31, 1981,
which includes $197,760,000 held by the Integrated Nickel
Operations and $84,260,000 held by Corporation Falcon-
bridge Copper. The remaining amount of cash and tempo-
rary investments is held by other consolidated subsidiar-

- The 1981 expenditures on property, plant and equip-
ment, and development and preproduction of $104,817,000
~ were financed internally through funds generated from

by working capital and borrowings. This contrasts with
1980 and 1979 when funds generated from operations
exceeded expenditures on property, plant and equipment,
and development and preproduction by $76,996,000 in
1980 and $149,982,000 in 1979. The decrease in funds
generated from operations in 1981 result mainly from
lower average metal selling prices and increased produc-

$14,223,000) to Falcondo to meet its cash deficiencies. The
Company provides 60% of the requirement. It is antici-
pated that this cash deficiency will continue in 1982, and
that additional advances will be required. On January 11,
1982 Falcondo announced that it was temporarily suspend-
ing production operations to minimize supplementary
financing from the project sponsors.

Kiena Gold Mines Limited (Kiena), a 68.3% owned
subsidiary of the Company, financed its 1981 property,
plant and equipment and development and preproduction
expenditures of $15,121,000 from the proceeds of a
$25,000,000 revolving term bank credit. Kiena commenced
commercial production on October 1, 1981, Expenditures
in 1982 are expected to be financed through internal
generauon of funds and the balance of the existing revolv—
ing term bank credit.

Long-term liquidity in 1981, as reflected by the ratio of
the percentage of debt in the capital structure, has declined
from 1980. The percentage of debt in the capital structure
was H0% at December 31, 1981 compared with 38% in the
previous year. This decline is a result of the additional
debt assumed in 1981,

Capital Resources

No new common or preference shares were issued during
1981. In 1980 the authorized capital of the Company was
increased by the creation of 17,998,000 common shares
without par value and $175,000,000 in preference shares.
No new common or preference shares were issued during
1980. In 1980 the $75,000,000 Variable Rate Cumulative
Redeemable Preference Shares were redeemed and can-
celled. :

At December 31, 1981 shareholders’ equity and long-
term debt totalled $973,684,000, an increase of $163,324,000
over 1980. Shareholders’ equity and long-term debt totalled
$810,360,000 at the end of 1980 and $797,513,000 at the end
of 1979.

The debt/equity ratio at December 31, 1981, and for the
two previous years, was 50:50, 38:62, and 38:62, respective-
ly.

! It is anticipated that property, plant and equipment and
development and preproduction expenditures for the next
few years will be financed through internal generation of
funds and existing working capital.

See notes 8, 9 and 15, pages 33, 35 and 36, respectively, of
the notes to the 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, 1981.
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A consolidated loss, before extraordinary item, for the
year 1981 amounted to $3,902,000 or 78 cents per share
compared with earnings of $71,422,000 or $13.04 per share
in 1980 and the record $110,561,000 or $21.01 pér share
earned in 1979. The Company’s interest, $5,122.000, in the
write-off of United Keno Hill Mines Limited’s Venus
Mine Project costs increased the 1981 loss to $9,024,000 or
$1.81 per share. The acceptance of a public offer by The
Superior Oil Company to purchase all the capital stock of
Canadian Supermr Oil Ltd. increased the Company’s
consolidated earnings for 1980 by $37,700,000 to
$109,122,000 or $20.61 per common share. In 1979 an
extraordinary credit of $20,000,000, reflecting the reduc-
tion of deferred income taxes resulting from the carry-
forward of prior years’ losses, increased consolidated earn-
ings to $130,561,000 or $25.03 per share.

The main reasons for the change to a consolidated loss,

before extraordinary item, for 1981, compared with earn-

ings in 1980 were lower U.S. dollar metal selling prices,
which were modified by a more favourable average U.S.
currency exchange rate, higher operating costs, increased

- exploration and research and process dcvclopmcnt expen-

ditures, higher interest expense and lower interest income.
Metal production in certain operations was lower because
of strikes and the closure of a joint venture. These
unfavourable factors were partially offset by the favour-
able impact of a higher volume of nickel sales. The princi-

~pal 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 than
in 1979.
The following table compares the various 1981, 1980 and

- 1979 contributions to consolidated ear nmgs (loss) and

shows relative sales statistics:

1981 1980 1979
=0 (000’s) . (000's) §(000's) o
Earnings (loss) contributions: : ; £ ; ; e ; .
Corporation Falconbridge Copper .« ... .. e B e s e $ 266 $ 15,152 $ 23277
Falconbridge Bominicana; C.porA .. ..o, e R R T (19,687) (4,516) 4,508
Giant Yellowknife Mines Limited . ... ... .. o S S R ey 161 1,150 1,492
Indusmin:Limited Fa it e e o i s - A T e R 2,037 2,398 2,714
Kiena Gold Minesimited sl on cavi Se i e i ia e, - T s 6
Oamites Mining Company (Proprietary) L|rn|ted IR b P At T B S ey {693) 909 1,360
United:Keno HilliMines Limited:: -t -miitndie ras gl s o e Seb e o rn so T (1,488) 3,718 10,035
Other‘controlledicompanies s et e Sl e e e {1,963) (1,077) 818
Totalt = S e s e iagie et vt DL el iR T e e (21,261) 17,734 44,204
Wesfrob Mining Division ... oo .. . o i LSRR e S S S A R s (1,089) 1,503 4597
Unallocated corporate, net. . .. ... il o A e S e (12,611) (5,187) (453)
Integrated Nickel Operations, net of allocated corporate costs . .o v ii . 31,059 57,372 62,213
Earnings (loss) for the year before extraordinary ltem ..................... (3,902 71,422 110,661
Write'off otiVenlis Mine project costs Siismiesy i s s S n e (5,122}
Disposal of Canadian SUPeTior shares sasa i -0 il o il il i 37,700
Deferred income tax credits s ... oo i T e e 20,000
Eamings(loss)fortheyear:  :is i o i $ (9,024 $109,122 $130,561
Metal sales (pounds):
Integrated Nickel Operations —
Nickelzstmemmaia s it agan ol n s maiieb e SRl el L og st el b 62,998 54,159 84,454
Copper i wness Lok ehes il J et iamsel et e el L b e el e D 56,458 53,686 42,460
Gobdlt seEvrmedint i e cin i aimua e e et e s R sl e e 2,084 1,386 1,294
Corporation Falconbridge Copper —
EleloloTIge L gl e e S e R e e e 56,324 69,172 83,547
s sl s e B e B S e e D e e 7,591 50,984 91,710
Gold and siveritevenue (§'s)orrrctsi i aiid el nmaliie i $22,348 $ 67,426 $ 70,358
Falconbridge Nickel Mines Limited —
Ferronickel Asnirnai sy miiancntinsid s il sl o SR e R R 43,776 34567 47,628
Metal sales prices (U.S. per pound):
Integrated Nickel Operations —
Nickelsasteimearaids G tae s Sl il R S b St e el S L e $ 309 $ 325 $ 2.3.
Copper i cidtangy Tt dadnl L IR R el e $ 079 $ 099 $ 089
Coball=ieaz nn sl T Sl i R RO A el $ 1393 $ 2497 $ 2912
Falconbridge Nickel Mines Limited —
Eerronickal s e e e e e e $ 297 $22318 $ 241
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Corporation Falconbridge Copper’s $14,886,000 lower 1981
contribution to consolidated earnings, compared with 1980,
mainly results from lower production because of the
closure of its Sturgeon Lake Joint Venture in December
1980 and one month long strikes, in 1981, at both operat-
ing divisions, lower metal prices and higher exploration
expenditures. The $8,125,00 lower 1980 contribution, com-
pared with 1979, reflects lower copper and zinc produc-
tion, because of lower grades, and increased costs.
Falconbridge Dominicana, C. por A.’s (Falcondo)

§15,171,000 higher loss in 1981, compared with 1980, princi-

pally results from a higher unit production cost, a lower

average net selling price for ferronickel, the write-down of

inventory to estimated realizable value, and interest

~ expense on additional borrowings. In 1982 Falcondo tem-

porarily shut down its production operations, see note 17
of the notes to consolidated financial statements, page 37.

‘The $9,024,000 unfavourable change to a loss in 1980,

- compared with earnings in 1979, reflects a lower ferro-
 nickel sales volume, higher unit production costs and the
~ expensing of ongoing costs ($15,306,000) incurred during

. the five month shut down of production operations in

- 1980; partially offset by the impact of a higher average net

selling price for ferronickel.

‘Giant Yellowknife Mines Limited’s $989,000 lower 1981
contribution, compared with 1980, is mainly attributable
to a lower average price received for the gold produced,
$524 per ounce in 1981 compared with $730 per ounce in
1980, and increased costs. The $342,000 lower 1980 contri-

~ bution, compared with 1979, 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.

Indusmin Limited’s $361,000 lower 1981 contribution,
compared with 1980, mainly reflects higher operating
costs in its Aggregates and Castings Divisions and higher
interest expenses. The $316,000 lower 1980 contribution,
compared with 1979, generally reflects the impact of a
recession on the demand for Indusmin’s products.

Kiena Gold Mines Limited’s 1981 contribution to
consolidated earnings represents production from initial
extraction in the mine stoping areas.

Oamites Mining Company (Proprietary) Limited’s
$1,502,000 unfavourable change to loss in 1981, compared
with earnings in 1980, generally results from lower produc-
tion and decreased metal selling prices. The $451,000
decrease in 1980 contribution, compared with 1979, mainly
results from increased production costs.

United Keno Hill Mines Limited’s $5,206,000 un-
favourable change, before its Venus Mine project costs
write off (see note 2 of the notes to consolidated financial
statements, page 30), to a loss in 1981 compared with

earnings in 1980 results from lost production because of a -
strike which began in September 1980 and was settled in
May 1981 and a considerably lower average silver price in
1981 ($9.99 compared with $17.91 per ounce) and

increased labour costs. The $6,317,000 lower 1980 contribu-
tion, compared with 1979, mainly reflects lower production
because of the strike which continued from September
through year-end.

The $886,000 increased loss in 1981, compared with
1980, by other controlled companies mainly reflects
increased exploration expenditures in the U.S. by a
wholly-owned subsidiary. The $1,895,000 unfavourable
change to a loss in 1980, compared with earnings in 1979,
generally results from the lower earnings of a small U.S.
oil and gas subsidiary and increased exploration expendi-
tures in the U.S. by another small U.S. subsidiary.

Falconbridge Nickel Mines Limited’s Wesfrob Mining
Division’s $2,592,000 unfavourable change to a loss in 1981
compared with earnings in 1980 mainly reflects a lower
average selling price for copper and precious metals,
increased operating costs and accelerated depreciation -

‘charges. The $3,094,000 lower 1980 earnings, compared

with 1979, mainly results from increased costs.

Unallocated corporate expenditures, net, are $7,424,000
higher in 1981, compared with 1980, mainly because of -
lower interest income (the unfavourable impact of lower
cash balances being modified by higher rates), increased
interest expense (because of higher rates), greater expendi-
tures on exploration and increased administrative expen-
ditures. The 1980 unallocated corporate expenditures were
$4,734,000 higher than those in 1979 because of increased
exploration and administrative expenditures, partially
offset by higher interest income.

The Integrated Nickel Operations’ earnings of
$31,059,000 in 1981 compared with $57,372,000 in 1980.
The decrease of $26,313,00 reflects lower average metal
selling prices, modified by a more favourable U.S. dollar
exchange rate, higher production costs, increased mine
operating development and depreciation, and higher allo-
cated corporate expenditures, reflecting increased research
and process development expenditures, larger interest
expenses, lower interest income and greater administra-
tive costs. These unfavourable factors were partially offset
by the impact of increased nickel, copper and cobalt sales
volumes. Earnings of $57,372,000 in 1980 compared with
$62,213,000 in 1979. The decrease of $4,841,000 generally
results from a 36 per cent decrease in the volume of nickel
sales and increased costs, the unfavourable impact of
which was partially offset by a 41 per cent higher average
nickel selling price and a 26 per cent increase in the
volume of copper sold.

See pages 38 to 43 for certain segmented data. Further
discussion and analysis of the results of operations of the
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Falconbridge Nickel Mines Limited

- Company and its operating subsidiaries is also contained

throughout the annual report.

Impact of Inflation:

As a result of significant and continued inflation, tradi-
tional historical cost financial statements do not fully
reflect the cumulative effects of increasing costs and
changes in the purchasing power of the dollar. The extent

to which Falconbridge has been affected by inflation is
- indicated on pages 48 to 53, “Impact of inflation — financial
~ reporting and changing prices”.

Falconbridge’s 1981 consolidated loss of $3,902,000,

~ before extraordinary item, adjusted for general inflation is
- increased to an estimated loss of $81,699,000. Adjusting the
reported 10ss to reflect current costs results in an estimated

loss of $91,277,000. The large variances from historical
results reflected by the use of these inflation measurement
techniques, neither of which is conclusively correct, indi-
cate the significant impact of inflation.

Depreciation, depletion and amortization of $59,563,000
for property, plant and equipment, development and

preproduction expenditures reported in the historical cost

financial statements compares to $146,119,000 based on the

_current cost of the related assets. This indicates that the

$59,563,000 reported in the historical cost financial state-
ments does not adequately reflect the current cost of assets
consumed in the production process. The $803,804,000
higher cost of property, plant and equipment, develop-
ment and preproduction expenditures (from the historical
cost of $550,011,000 to $1,353,815,000 adjusted for current
costs) indicates that large capital outlays are required to
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bring new mines and plants into production and that
increased product prices are required to yield an accept-
able rate of return on the current cost of these assets.

. Because the prices of Falconbridge’s products are set in
international markets, they do not necessarily reflect the
effect of inflation on its various cost components. Conse-
quently, Falconbridge cannot offset the effects of inflation
by increasing prices as costs rise. HHowever, ore reserves
are a significant hedge against inflation as is increased
productivity through the development of improved pro-
cesses and methods. Recognizing that inflation affects all
business activity, appropriate allowances are made in

 Falconbridge’s planning and financial forecasting.
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Cables: “Falconbrij”

Vancouver Office —
1112 West Pender Street,
Vancouver, B.C. V6E 251

62

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.
J. C. Cowan — President

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

Canadian Nickel Division
Falconbridge, Ontario POM 150
A. G. Slade — President

G. B. Reed — General Manager,
Sudbury Operations

Sudbury Operations
Mines — Falconbridge, East,

Lockerby, Onaping, North, Fraser,
Strathcona

Concentrators — Falconbridge,
Strathcona

Smelter — Falconbridge

Marketing Subsidiaries
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