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Noranda is in a strong position to take advantage of higher metal prices.




A Focused Metal Strategy
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The integrated Copper Business is
comprised of three mines in South
America, one mine in Canada and
processing and recycling plants in
North and South America.

Cash Cost Breakdown

Raw material 54%

Energy 9%
Labour 12%
Supplies and

consumables 12%
Contract and
other 10%
General 3%
More than half of the operating cash cost of
the Copper Business is attributable to the
purchase of raw materials.

The Nickel Business consists of five
mines and four metallurgical plants
that make up the Integrated Nickel
Operations (“INQO”) and a laterite mine
and ferronickel operation in the
Dominican Republic.

Labour 33%

Contracted
services 16% ‘

Hydro, oil ;

and gas 27%
Supplies and

materials  21%
Other 3%

Labour and energy represent 60% of the
operating cash cost.

The Zinc Business includes the
Brunswick mine and smelter,

the Matagami mine and Noranda's
interest in the Noranda Income Fund.

Labour 46%
Energy 13%
Supplies 28%
Other 13%

Labour is the largest single component of the
Zinc Business operating cash cost.

The Aluminum Business has five
plants in the United States that
produce primary aluminum and
aluminum foil and light sheet.

Raw material 44%

Energy 24% ————
Labour 19%——
General and ;

other 13% <

The purchase of raw materials is the main
component of the operating cash cost of the
Aluminum Business.




Financial Highlights

FINANCIAL INFORMATION

(US$ millions, except per share amounts)

December 31 2003 2002
Results of Operations

Revenues 4,657 3,873
Cperating expenses 3,768 3,269
Depreciation, amortization and reclamation 480 490
Income generated by operating assets 409 114

Financial Position - at year end

Total consolidated assets 8,245 7,102
Total corporate borrowings 3,324 3,349
Shareholders’ equity 2,636 1,858
Other Financial information — per common share

Earnings (loss) per share — Basic $ 0.04 $ (183)
Book value ' $ 7.65 $ 6.57
Common share price (at year end) TSX Cdn$ $ 20.55 $ 14.21

Earnings 2003 vs 2002 Average Metal Prices
($ miftions) (Realized) 2003 vs 2002

2003 Revenue by Business

2%

D Copper H Aluminum

M nickel [ Other B vicke | zinc
B znc J 02 03 } [ ] Copper BB Aluminum
Nickel and copper operations Noranda returned to profitability Average realized prices increased
represent 74% of tatal revenues. in 2003 with net earnings of for all Noranda's main metals in
$34 million. 2003.
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Measuring Our Progress

Vel prices pardally rebouncded in 2003, Noranda is
positioned to benefit significantly.

2003 Goal 2003 Performance
Advance o Substantially completed expansions of the Collahuasi and Kidd Creek copper mines
development of o Completed feasibility study and initiated bankable feasibility study for the Koniambo nickel project
copper and nickel o Initiated development of the Montcalm nickel deposit
mining projects o Started crusher expansion at Lomas Bayas copper facility

2 Improve economics | ® Ended 11-month Horne smelter strike, gained flexibility in labour agreement and implemented new

of metallurgical business model
operations in * Lowered annual labour costs by $15 million at the Horne and CCR operations
Canada * Reduced Kidd Creek workforce by 15% and improved productivity

» Achieved $13 million in overall annual operating improvements as a result of Six Sigma projects
¢ Started new recycling operation in Brampton, Ontario

3 Achieve optimal e Completed and started up Altonorte smelter capacity expansion under budget and on time
production at e Continued ramp up of new aluminum foil production capacity as planned

new projects

Build financial e Completed $533 million preferred and common equity share issues
4 strength » Reduced dividend to peer level (annual obligation lowered by $50 million)
» Pre-funded June 2004 8% debt maturity with $350 million 12-year, 6% notes
* Obtained release from guarantee of Antamina debt as operation achieved final completion
¢ Increased financial statements comparability with conversion to U.S. dollar reporting
» Monetized investment in Noranda Income Fund for $84 million
e Reduced net debt by $362 million
¢ Improved net-debt-to-total-capitalization ratio from 54% to 43%; balance sheet ratios in line with
investment grade credit rating criteria

Enhance existing o Achieved record nickel production, 14% higher than in 2002

operations o Set new production record at the Lomas Bayas copper mine

o Achieved record metal recoveries and low cash operating cost at the Brunswick zinc mine
o Established new record production of primary aluminum and foil sheet production

Noranda Annual Report 2003 3



Dear Fellow Shareholders,

DEREK PANNELL
President and
Chief Executive Officer

Earnings Variance
2003 vs 2002

($ millions)

350 332

E Volumes . Metal prices

[Vroreign [l Erergy

Exchange
. Restructuring

Earnings in 2003 were primarily
affected by rising metal prices and
the appreciation of the Canadian
dollar.
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The Foundation for Success
In 2003 we turned around the Company and returned to profitability. Over the last
24 months, our successful execution of a multi-step strategy improved leverage to
metal production and enabled us to take advantage of increasing metal prices and
strengthening market fundamentals.

We are now in a position to capitalize on higher prices and have the assets and
balance sheet that will allow us .to move forward on low-risk, high-return capital
investment projects already within our control.

Noranda represents one of the most highly-leveraged base metal investments in
the marketplace today. As prices continue to rise, our leverage to nickel, copper,
zinc and aluminum will translate into substantial increases in operating cash and

net income.

A Year of Solid Progress

We continued to remove unnecessary costs wherever possible, as set out in our message of last year. We
addressed unprofitable and underperforming operations. We also resolved the labour conflict at the Horne,
Quebec, copper smelter and improved the profitability of our copper operations in Canada. In addition, we
improved our financial liquidity and today we are positioned to expand our production base with one of the

best portfolios of brownfield and greenfield mining opportunities in the world.

A Return to Profitability

Noranda returned to profitability in 2003, with net income of $34 million, compared to a net loss of $447
million the year before. Although the $481-million improvement in income during the year is impressive,
our fourth-guarter results are maore indicative of the true earnings capability of Noranda. If we extrapolate
fourth-guarter results to a full year, Noranda would have generated income from operating assets of aver
$900 million, or about $500 million more than during 2003, and net income of over $250 million,
assuming other factors remained unchanged.

We achieved much-improved financial results despite three major challenges. First, the 20%
appreciation in value of the Canadian dollar relative to the U.S. currency in 2003 increased the costs of
our Canadian operations. Second, energy costs were the highest they have been in years. Finally,
continued low treatment and refining charges reduced the contribution to earnings of our

metallurgical operations.

Operations Improved During 2003

Copper

Our copper business had a solid performance in 2003, with $164 million of income generated by
operating assets despite the fact that copper prices were low for most of the year. The business has world-
class assets which should deliver even better results as they achieve full capacity during 2004. The
average realized price for copper last year was $0.82 per pound, compared to the current London Metal



SOLLANUAS! KIDD MINE D

The fourth-largest copper mine in the world, Collahuasi is

expected to complete a $654-million expansion in June 2004.

extend mine life.

The Kidd Mine D in Timmins will start production by the end
of 2004. The $451-million project will maintain copper and

zinc production at 2.4 million tonnes of ore per year and

Exchange (“LME") price, of over $1.30 per pound. With limited supplies and increasing demand, prices
could be pushed even higher. The stage has been set for an improvement in the performance of the
copper operations in Canada now that the Horne strike has been settled and manpower reductions are
working through the system. The Kidd Mine D expansion in Timmins, Ontario will also begin operation in

the second half of 2004, further increasing the reliability of our copper production.

Nickel

We are very pleased with our nickel business. It delivered income from operating assets of $296 million in
2003, with revenue increasing by 54% as nickel prices rose 40%. With nickel in the $6.00 to $7.00 per
pound range and no signs of a slowdown in demand or any near-term supply increase, we are focused on
maximizing nickel production and accelerating the development of further capacity increases. |n addition,

cost control remains a priority in order to maximize benefits of improved margins.

Zinc

The zinc business operations met or exceeded all production targets. Nevertheless, a loss from operating
assets of $68 million was recorded due to very low zinc prices and a stronger Canadian dollar. LME prices in
2003 averaged $0.43 per pound and are currently over $0.50 per pound. Fundamentals for the zinc market
are strong in the medium term. We believe that zinc will be the next base metal to experience price

strengthening, possibly to the $0.60 per pound range.

Aluminum
Qur aluminum business had income from operating assets of $20 million despite low prices, soft markets
and higher energy costs during the year. As the North American economy strengthens and aluminum foil

and primary prices increase, our business will be well positioned.

A Clear and Focused Strategy

The strategy we established in late 2002, focusing on copper and nickel mining for future earnings growth
and development, remains unchanged. Events of the past year and the outlook for metal markets over the
next few years have continued to validate this strategy. We are now the world's third-largest producer of
refined nickel and the ninth-largest copper producer. With high-return assets, we have the potential to
expand profitably into the future.

2003 Quarterly

Net Earnings
($ millions)

T uﬁ
L?.m

Q4 2003

L Q1 Q2 @3

Quarterly net earnings rose steadily
in 2003.
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ALTONORTE

The resources at the Nickel Rim South project in Sudbury The Altonorte copper smelter’s ramp-up is complete and
increased 87% to 11.7 million tonnes in 2003. production already exceeds the 820,000 tonne-per-year

target concentrate smelting rate.
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Over the past two years we have successfully put in place the first two steps of a four-step strategy to

reinforce Noranda's stature as one of the leading base metal mining investments in the world.

Reducing Costs

Qur first priority was cost reduction. We shut down the Gaspe, Quebec copper smelter and the Warsaw,
Kentucky wheel plant as well as idled our magnesium plant in Quebec. We reduced manpower by 15%,
and aligned administrative functions at Falconbridge and Noranda. We refocused our exploration and
technology activities. Measures to rationalize our metallurgical plants have either been implemented or
have been announced and will be completed by mid-2004. More flexible labour contracts were signed at
the Horne smelter and at other operations. In total, major contracts were renewed at eight operations. We
remain determined to be vigilant with regard to cost containment and will continue to use our Six Sigma
program to help us achieve our geals. In 2003, Six Sigma projects generated savings of $30 million and, in

2004, we expect the program to generate in excess of $35 million in annualized cost reductions.

Strengthening Our Financial Position

The second step in our strategy was to strengthen our financial platform to enable us to invest in our
production capacity and grow the Company. In 2003, we issued $533 million of equity and $347 million of
debt as well as completed the sale of another 25% (for net proceeds of $80 million) of the Noranda
Income Fund. During the year, we also began to report our financial results in U.S. dollars. We maintained
investment-grade credit ratings throughout the year and in the third quarter, the debt for the Antamina
mine, in Peru, became non-recourse. These developments have created a solid financial base for Noranda
to pursue its growth initiatives.

The debt-to-total-capitalization ratio was reduced to 43% at year end compared to 54% a year earlier,
leaving us well positioned at the start of a base metals cycle where substantial cash flows will be generated
from our asset base. Our overall objectives remain the preservation of Noranda's financial flexibility and the
maintenance of its investment grade credit ratings. As we demonstrated last summer with our most recent
debt issue, the Company has access to many sources of capital to continue to invest in growing its

garnings base. In this regard, current liguidity is over $1.7 billion.




A Clear and Focused Strategy

Strengthening Improving Pursuing focused
financial earnings and 4 | and disciplined
position cash flow growth

Reducing
costs

A stronger Noranda and a more attractive mining investment

Improving Our Earnings and Cash Flow

The third step in our strategy is the improvement of Noranda’s earnings and cash flow. Metal prices have

risen substantially since year end and are forecast to continue increasing, providing substantial revenue

improvements. Our exposure to higher metal prices will be further leveraged by an active management
program that targets:

1. The completion of current projects, such as the Collahuasi and Kidd Creek mine expansions, as soon as
possible and at designed production rates;

2. The ability of existing operations to produce at, or above, design capacity (in particular, the Antamina
mine, where removal of the final lake sediment will be completed mid-year, and the Missouri aluminum
smelter and the Tennessee foil plant, both of which should achieve full production by year-end 2004);

3. The enhancement of revenues by increasing production of value-added products, such as our
aluminum foil and zinc galvanizing products; and,

4. The ability to secure premiums by differentiating “commodity” products and through close work with

customers to understand their needs.

Pursuing Focused and Disciplined Growth

The fourth and final step of our strategy is to execute a program of focused and disciplined growth. As we

go forward, we will:

1. Concentrate on nickel and copper mining, which have the best fundamentals of all base metals;

2. Give preference to low-risk brownfield projects;

3. Focus growth on long-life mines utilizing our metallurgical operations to reduce exposure to treatment
charges and increasing freight and acid costs;

4. Launch only robust projects that meet our risk-adjusted hurdle rates;

5. Require a rigorous project-review process incorporating our Stage-gate methodology and Six Sigma
techniques; and,

6. Lead with superior project development and execution, consistently delivering on time and on budget.

Noranda Annual Report 2003 7



Average Realized Metal Prices

2003 vs 2002
%)

4.40

0.65063

0203 0203 0203 0203

1l B

B vickel B Zinc

[ ] copper B Aluminum

Prices for all of our metals
increased significantly in 2003.
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As detailed on pages 12 to 14 of this report, Noranda has one of the most attractive portfolios of
brownfield and greenfield expansion opportunities in the industry. This will allow Noranda to take advantage

of future commeodity price increases more readily than most others in the industry.

Adapting to Changing Industry Dynamics

China’s influence on global metal markets was a critical factor in 2003. The country’s extraordinary record

of economic growth fed increasingly strong demand for metals. China has turned from being a net exporter

of copper and zinc to a net importer, changing the global demand and supply equation dramatically.
China's high growth rate and strong demand for base metals should support high prices for Noranda’s

products. This, combined with the dearth of investments in new production and exploration over the

last five years, augurs well for the future pricing environment, especially as Western World economies

are improving.

Noranda’s Common Share Dividend

On July 25, 2003, Noranda announced the reduction of its annual dividend from Cdn$0.80 per common
share to Cdn$0.48 in order to allow the Company greater free cash flows for reinvestment in high-return
base metal opportunities. While we undertook this measure reluctantly, it has improved the Company's
financial flexibility, and as a result, we believe it was the correct long-term decision for the Company and

its shareholders.

Positive Outlook
With the world economy continuing to perform strongly and the high levels of Chinese industrial
praduction, we expect to see further strong demand for metals in 2004 and 2005. Noranda is well
positioned to benefit,

While we cannot assure the future and, in particular, where prices will be, we will continue executing
our strategy — increasing production, completing projects on time and on budget, lowering costs, adding
value through business development, making the right development decisions, and ensuring the judicious

and timely use of our capital.

Building on a Solid Position
In 2003, thanks to a team of skilled and dedicated professionals, we made the tough decisions that
needed to be made. As a result, we are in a far stronger position than we have been in for years. It appears
we are heading towards some very positive years in the base metals business, and are extremely pleased
with the way the Company is now poised to participate in this strong revival.,

We would like to thank our employees for their contribution and commitment to making 2003 a year of

tremendous accomplishment for Noranda.

On behalf of the Board of Directors,

AR

Derek Pannell
President and Chief Executive Officer
February 9, 2004
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Metals Outlook

Noranda's earnings are directly affected by fluctuations in the prices of the metals it produces.

With the strength of the Chinese demand

e

and the economic recovery in the United
States and Europe, demand is expected
Coppar ’

to outstrip supply in 2004, Growing needs

by the construction industry and for

infrastructure expansion and renewal can

be observed in China and in other Asian countries, as well as in
developed countries, Few new mining projects are being scheduled
for completion during the next two or three years. Mid-term new
supply is expected to come primarily from brownfield expansions.

A gradual decline in copper inventories, including producer stocks,

is anticipated in 2004.

For 2004, the nickel market is forecast to
remain in a substantial deficit as demand is

expected to continue to outpace supply. The

Nickel

dearth of new projects and the long lead

times before a new project can be brought

on line are exacerbating an already tight
market. The booming Chinese economy and a rapidly-growing
stainless sieel industry are driving demand to new highs. The volatility
of the nickel price in such tight market conditions makes it impossible
to speculate on how high the price could go in the right circumstances,
especially with significant investment fund activity. The key drivers for
the nickel market in 2004 will be the sustainability of Chinese
demand, which is still growing at 8% to 9%, and that of the Western

World economies.
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The continuing zinc industry consclidation
and the depletion of smaller or older mines
are changing the landscape of the zinc
industry. This combined with the relative
absence of investments in the development
of new mines during the last five years, is
beginning to impact supply. Inventories are expected to continue
declining in 2004 and drop more sharply in 2005. Chinese zinc
exports should continue to fall, helping to reestablish the market
balance. The negative impact of higher exchange rates in producing
countries relative to the U.S. currency should also lead to scme mine

closures or capacity curtailments.

Market conditions have improved
substantially since early 2002. Although
China remains a net exporter, it is expected
to lose that status in the near- to mid-term.

The manufacturing industry recovery

underway in the U.S. is expected to increase
demand while higher alumina costs continue to put upward pressure on
aluminum prices.

The cutbacks and closures of older foil facilities in the North
American market in 2003 have had a positive influence in the

marketplace.



Zinc

Lady Loretta, Australia @
Perseverance, Quebec, Canada

NE

4‘ )

Nickel
Montcalm, Ontario, Canada A
Nickel Rim South, Ontario, Canada A
Fraser Morgan, Ontario, Canada &

Koniambo, New Caledonia @
Raglan, Nunavik, Canada A
Kabanga, Tanzania @

Aluminum

Alumysa, Chile @

Collahuasi, Chile /A
Lomas Bayas, Chile A

El Morro, Chile O

West Wall, Chile O

El Pachén, Argentina O

Frieda River, Papua New Guinea O

LEGEND
A Brownfield
@® Greenfield
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Lomas Bayas, Chile

Raglan, Nunavik, Canada

The adjacent Fortuna de Cobre deposit could increase annual A significant exploration program continues and an expansion

copper production by 50%.

of the mine is being considered.

Brownfield projects:
Offer opportunities to grow
near or with support of
existing operations.
Generally have lower }
associated risk, are easier to
supervise and attract
qualified workforce.
Availability of existing
infrastructure and expertise
make operating and cost

structure more predictable.

Greenfield projects:
Provide opportunities to
_.8row.in new areas, without .
the cl‘ose support of existing
operations. Require
assembling new teams.
URISKE are typically greater
and costs per production

unit higher,
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Brownfield Projects

Copper
Collahuasi, Chile - A scoping study for the further expansion of the fourth-largest copper mine in the

world is underway. Water rights to allow for such an expansion have already been secured.

Lomas Bayas, Chile — An economic review of an adjacent deposit, called Fortuna de Cobre, is being
conducted. Development of this deposit could increase the mine’s annual production by 50% to SC,000

tonnes and extend its life beyond 15 years.

Nickel

Nickel Rim South, Sudbury, Canada - This large high-grade deposit close to existing operations could
be put in production by 2008. Its inferred resources of 11.7 million tonnes at 1.6% nickel, 3.7% copper
and significant palladium and platinum were increased by 87% in 2003. The next phase is to initiate an

underground drilling program aimed at better defining the resources.

Montcalm, Timmins, Canada - This underground project was launched at the end of 2003. The mine
will be operational in the first quarter of 2005 and is expected to produce 8,000 tonnes of nickel annually

for seven years.

Fraser Morgan, Sudbury, Canada - The resource continues to grow and is currently at 6.3 million
tonnes of 1.6% nickel and 0.5% copper. Additional drilling will take place in 2004. The mine has access

from existing Fraser mine infrastructure.,

Raglan, Nunavik, Canada — The possibility of increasing nickel production capacity by 20% is being
reviewed while a significant exploration program to define its reserves and resources continues.

Zinc
Perseverance, Matagami, Canada - The Perseverance deposit is located in the Matagami mining
camp. Noranda owns a 90% interest in the property, subject to the James Bay Development Corporation

(SDBJ) electing to either participate as a joint-venture partner or convert to a 2.5% NSR royalty interest,



El Pachén, Argentina Koniambo, New Caledonia

The depoasit has resources of 930 million tonnes of copper and One of the world's best undeveloped nickel laterite deposits.

is located next to the Chilean border.

The deposit comprises three small, high-grade zinc/copper lenses situated six kilometres from the existing
Matagami concentrator. A feasibility study was completed in 2001. The development can be completed in
two years by utilizing the existing infrastructure at the Matagami camp to produce 75,000 tonnes of

zinc in concentrate for a period of six or more years. The project would generate an attractive internal rate

of return.

Greenfield Projects

Copper

El Pachon, Argentina - Owned 100% by Noranda, El Pachén is a highly attractive copper mine
development project. Its main features include a high-grade core, an unusually low strip ratio which
substantially reduces mining and capital costs, favourable metallurgical recoveries and the potential to

produce over 200,000 tonnes of copper in concentrate per year over a life of more than 20 years.

El Morro, Region I, Chile — Noranda can earn 70% ownership from Metallica Resources Inc.
Favourably situated close to two Chilean copper smelters, the deposit Is a large copper/gold porphyry with
high gold co-product credits resulting in low net copper cash costs. It has a high-grade resource core, low

pre-stripping requirements and a favourable location, as well as exploration potential.

Frieda River, Papua New Guinea — Noranda can earn 72% ownership from Highlands Pacific Limited.
Frieda River is one of the world’s largest undeveloped copper and gold deposits. In excess of $100 million

has been spent on the property by prior owners. Naranda is actively exploring the property.

West Wall, Region V, Chile — Exploration resuits from a drill campaign in 2001-2002 provided
interesting results on this copper-molybdenum porphyry target. Field activities will resume during the

Andean summer season.

Noranda Annual Report 2003 13



Partnering for Success*

Existing Operations
Collghuasi, Chile

Noranda Ownership
A49%**

Partners
Anglo American PLC (44%), Mitsui Corporation and others (12%)

Copper

Antamina, Peru 33.75% BHP Billiton PLC (33.75%), Teck Cominco Limited (22.5%) and Copper/zinc
Mitsubishi Corporation (10%)

Falcondo, Dominican Rep. 85.26%** Government of Dominican Republic (10%), Ferronickel
Redstone Resources Inc. (4.1%), cthers (0.64%)

Louvicourt, Canada 45% *** Aur Resources (30%), Teck Cominco (25%) Copper/zinc

Projects Noranda Ownership  Partners

Kabanga, Tanzania 50% earn-in** Barrick Gold Corporation (50%) Nickel
Koniambo, New Caledonia 49%** Société Miniére du Sud Pacifique (51%) Ferronickel
West Wall, Chile 50-60% earn-in Anglo American PLC (40%) Copper

El Morro, Chile 70% earn-in Metallica Resources Inc. (30%) Copper/gold
Frieda River, Papua New Guinea 72% earn-in Highlands Pacific Limited, OMRD Frieda Co. Ltd. Copper
Lady Loretta, Australia 75% BUKA Minerals Limited (25%) Zinc
Perseverance, Canada 90% Société de Développement de la Baie James (10% or 2.5% NSR) Zinc

* Noranda also has in excess of 25 joint-venture agreements for exploration purposes.
** QOwned through Falconbridge Limited.

***Owned through Novicourt Inc.

Ferronickel:

An alloy containing nickel
and iron (approximately
38% nickel and 62% iron in
the case of ferronickel

produced by Falcondo).

Stainless steel producers do

not need to purchase
additional nickel when they

buy ferronickel.

Nickel

Kabanga, Tanzania - Located in western Tanzania about 1,500 kilometres from Dar Es Salaam,

Kabanga has a high-grade mineral resource of more than 26.4 million tonnes at 2.6% nickel, with

significant potential to increase these reserves. It also provides a significant land position on the highly

prospective Kagera nickel belt. Falconbridge and Barrick have agreed on a work plan to advance the

Kabanga nickel project towards a development decision within 36 months. Depending on the additional

resources found during the exploration program, a mine could produce between 30,000 and 35,000

tonnes of nickel in concentrate annually.

Koniambo, New Caledonia - Koniambo is one of the world’s best undeveloped nickel deposits, grading

2.56% nickel. The Company has already assembled an experienced project development and execution

team. This 49%-owned ferronicke! project would use a proven smelting process with modern, updated

technologies. The project would be developed in partnership with an investment arm of the North Province

of New Caledonia.

Process

Pyrometallurgical

Status

Bankable feasibility study stage

Development decision

Be in position by year-end 2004

Start-up date

Late 2008/early 2009

Zinc

Lady Loretta, Australia — Noranda owns a 75% joint-venture interest in Lady Loretta, which has

measured and indicated resources of 11.6 million tonnes grading 16.1% zinc and 5.7% lead. A feasibility
study has been completed with estimated production of more than 125,000 tonnes of zinc in concentrate

and 40,000 tonnes of lead in concentrate over 10-plus years at an internal rate of return in excess of 15%.

14 Noranda Annual Report 2003




Rigorous Capital Investment Criteria
and Project Review Process

Capital allocation and measurement of financial return is the single most important
aspect of Noranda's business. Given both the size of the investments made, and the
time it takes to advance projects to commercial development, capital allocation is our

number one priority.

Noranda’s cost of capital, at an implied 15% return on equity, stands at approximately 9%. Therefore,
only those projects with a return on total assets which exceeds that cost will add value to shareholders.
Projects considered for development are first measured against competing uses of capital across the
Company’s operations and for consistency with the overall growth strategy. Certain projects will have higher
expected returns than others, a fact reflecting both their intrinsic differences and their varying risk levels.
When making a development decision, in addition to the thorough analysis of the project and capital
investment itself, the Company weighs carefully the risks associated with the country, the téchnology, the

environment, the development timeframe and its timing relative to the business cycle.

Stage-gate approval process
Stage-gate is a multidisciplinary, well-structured process tc evaluate ideas and projects as they evolve and

pass through different gates. Precise performance criteria are applied at every stage.

A Weli-Structured Approval Process

Engineering
procurement  Commission Production
construction

Development .
P Basic

engineering**

Concept* & operational
pilot*

7 7 7 \ V 7 \7

YES

ldea = Select Develop = Detailed = Construct YS Start-up YS
feasible . Q * concept Q concept project 9 plant/ plant/ Audit
and strategic scope process process

NO NO NO \Pilot/ NO

* Approval to proceed required
** Final approval before commitment production
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Management’s Discussion and Analysis

Corporate Overview
Noranda is a leading copper and nickel producer with investments in integrated zinc and aluminum assets. The
Company employs approximately 15,000 people at its operations and offices in 18 countries and is listed on both
the New York and Toronto Stock Exchanges.

Noranda's goal is to deliver superior return to shareholders by owning, developing and efficiently managing
integrated copper, nickel, zinc and aluminum operations.

Financial Summary
Effective July 1, 2003, the Company’s functional and reporting currency was converted to U.S. dollars. Unless
otherwise noted, all amounts in this report are expressed in U.S. dollars.

$ millions, except per share data 2003 2002
Results of operations

Revenues 4,657 3,873
Income generated by operating assets* 409 114
Net income (loss) 34 (447)
Net income (loss) per common share $0.04 $(1.83)
Cash flow

Cash flow from operations 577 348
Investment in growth projects 307 382
Sustaining capital expenditures 182 146
Financial position

Cash and short-term investments 630 293
Operating capital assets 4,682 4,652
Development projects 973 603
Total assets 8,245 7,102
Long-term debt 2,893 3,014
Shareholders’ equity 2,636 1,858
Net-debt-to-equity ratio 43% 54%

* Defined as earnings before interest, corporate and general administration, research, development, exploration, minority interest,
taxes, restructuring costs and gain on sale of investments.

Financial Profile

Noranda's consolidated assets totaled $8.2 billion as at December 31, 2003 on a book value basis compared with
$7.1 billion at the end of 2002. The increase is primarily due to the investment of additional capital in advancing
brownfield expansion development projects and debt and equity issues completed in 2003. Total revenues
increased to $4.7 billion during 2003, an increase of $800 million over the $3.9 billion in revenue generated in
2002, mainly due to stronger metals prices and higher production levels. Noranda returned to profitability in
2003, generating net income of $34 million, or $0.04 per share diluted, an increase of $481 million from the loss
of $447 million in 2002. The improved results were attributed to higher base metal prices and a lower cost struc-
ture in 2003. This was partially offset by the impact of the strengthening Canadian dollar, which increased
Canadian-based operating costs when converted to U.S. dollars. 2002 net income included a reduction in the
carrying value of the Company's magnesium operations of $520 million in recognition of the lower than expected
magnesium prices. ’

At December 31, 2003, Noranda held cash and short-term investments of $630 million as a result of
improved operating cash flows and the proceeds of debt and equity issues completed in September 2003, which
generated $880 million. These cash resources, combined with undrawn credit facilities of aver $1 billion, provide
the Company with sufficient liquidity to complete its development projects, pursue new investment and develop-
ment opportunities currently contemplated and repay near-term debt maturities.
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Management’s Discussion and Analysis continued

Operating Assets
Of the $8.2 biltion of assets, the capital assets which are currently contributing to earnings totaled $4.7 billion,
while projects under development, which are not currently contributing to earnings, totaled $1 billion. Combined,
these assets represent 70% of the total asset base of the Company. The operating assets are distributed in the
Company's core metals as follows:

$ millions 2003 2002
Operating capital assets
Copper 2,740 2,702
Nickel 1,052 982
Zinc 223 244
Aluminum 579 598
Other 88 126
Total 4,682 4,652

Capacity Enhancements
Since 1998, Noranda has invested in excess of $4 billion in the expansion of its operating capacity with the addi-
tion of world-class, low-cost assets and the improvement of existing operations. The Company increased its
copper, nickel and zinc ore reserves, enhanced its copper and nickel processing capacity and expanded its
primary and fabricated production capacity. These investments have substantially increased the Company’s base-
line earnings and its leverage to metal prices. The following is a summary of these initiatives and their impact

on Noranda.
Business Initiative Impact Completed
Copper Collahuasi mine Additional ore reserves of 1,983 million tonnes grading
0.92% copper 1898
Antamina mine Additional ore reserves of 530 million tonnes grading
1.22% copper and 1.01% zinc 2001
Lomas Bayas Additional ore reserves of 397 million tonnes grading
0.32% copper 2001
Recycling plant - Additional throughput capacity of 20,000 tonnes 2001
Tennessee
Altonorte smelter Additional throughput capacity of 440,000 tonnes 2003
expansion
Recycling plant - Annual throughput capacity of over 5,000 tonnes of
Cntario electronic recyclables 2003
Nickel Raglan mine Additional cre reserves of 22.1 million tonnes grading
3.12% nickel 1998
Nikkelverk refinery Increased throughput capacity by 23% to 85,000 tonnes 2001
expansion
Aluminum Primary aluminum Increased annual production capacity by 15% to
expansion 250,000 tonnes 2001
Huntingdon foil plant Additional 125,000 tonnes of production capacity 2002
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Projects Under Development

Investments in development projects at the end of the year totaled $973 million, an increase of $370 million since
2002, primarily due to capital invested in two major sources of copper production. The Collahuasi transition/
expansion project will increase the mine's annual production capacity by 24% to 410,000 tonnes of copper in
concentrate compared to 2003. Kidd Creek Mine D will give access to an additional 10.3 million tonnes of
reserves and 14.1 tonnes of resources. While the annual production level of the Kidd Creek mine is expected to
be similar to that of 2003, the cost structure will be lower and significantly more stable. Total investments in the
Collahuasi and Kidd projects during 2003 totaled $160 million and $85 million, respectively.

Nickel and copper mining is the focus of the Company's growth program. As shown in the following table,
Noranda has expansion projects in both these commodities that are currently under development. With the
exception of Koniambo and Nickel Rim South, all projects underway are expected to be in production before
mid-2005.

Projects Under Development

Noranda Inc.'s Book Planned Resource Grade
Beneficial Interests Value Completion Category  Tonnes Copper Nickel Zinc
(%) ($ millions) (millions) (%) (%) (%)
Copper
Kidd Creek Mine D, Ontario 58.2 $ 276 2004 Inferred 14.1 3.40 — 490
Collahuasi extension, Chile 59.2 207 2004 Proven 254.1 101 — —
Probable 1,554.1 0.90 — —
Nickel
Montcalm, Ontario 58.2 17 2005 Probable 5.1 0.71 1.46 —
Koniambo, New Caledonia 290 123 2008  Measured 324 — 221 —
Indicated 109.7 — 210 -
Inferred 156.0 — 220 —
Nickel Rim South, Ontario 59.2 5 2008 Inferred 11.7 3.70 1.60 —
Other brownfield and greenfield
developments 345 2005-2008 — — — — —
Total $ 973
Montcalm

One of the most advanced of these projects is the Montcalm nickel project which has secured all the necessary
regulatory approvals for development and began construction in November 2003. It is scheduled to start opera-
tions in 2005 after an investment of $75 million. This project, located in Ontario, near existing metallurgical
plants, is expected to add 8,000 tonnes of nickel production on an annual basis at an operating cost of $2.47
per pound.

Koniambo

The Koniambo nickel project in New Caledonia is one of the world’s highly-coveted, undeveloped nickel deposits
with total measured and indicated resources of 142 million tonnes grading 2.13% nickel and inferred resources of
156 million tonnes grading 2.20% nickel. Our partner, Société Miniere du Sud Pacifique (largely owned by the
North Province of New Caledonia), owns 51% of the project. A pre-feasibility study was completed in 2003 and a
bankable feasibility study is scheduled for completion in 2004. The project is based on a proven smelting process
similar to the one that has been employed for over 20 years at the ferronickel facility in the Dominican Republic.
The expected capital investment to develop the project is $1,120 million, excluding a power-generation project
expected to require an investment of $450 million. The partners intend to be in a position to make a decision on
the development of the project before the end of 2004, following the completion of the bankable feasibility study..
If this project is developed, Noranda’s beneficial interest in mined nickel production will almost double.

Nickel Rim South

The Nickel Rim South project is located in the Sudbury basin in close proximity to our existing nickel operations
and their infrastructure. The project is expected to add 11.7 miilion tonnes to resources, with exploration work
continuing to further expand the reserves.
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Management'’s Discussion and Analysis continued

In addition to the projects outlined on page 19, there are opportunities to expand the mines and extend the
copper ore reserves efficiently with minimal capital investment at the currently operating Collahuasi, Lomas Bayas,
and Antamina mines, These development opportunities are generally lower-risk in nature as they are typically inte-
grated with current operations in known environments and geological areas. Similarly, in the vicinity of our
Sudbury operations and our Raglan mine, our exploration efforts have identified several areas to add to the nickel
reserves and further extend the mines’ lives. While the scope of the opportunities have not, in all cases, been
identified they present an option for us to ensure we maintain and enhance our future production profile. The fol-
lowing is a list of some of those opportunities:

Brownfield Opportunities

Copper
Antamina mine, Peru Production capacity expansion
Collahuasi mine, Chile Production capacity expansion; water rights already secured
Lomas Bayas mine, Chile Adjacent Fortuna de Cobre deposit; would extend mine life beyond
15 years
Nickel
Fraser Morgan mine, Canada Indicated resources of 6.3 million tonnes of 1.6% nickel and 0.52%
copper; access from existing infrastructure
Raglan mine, Canada Opportunity to increase nickel production capacity by 20%
Zinc
Perseverance mine, Canada Measured and indicated resources of 5.12 million tonnes grading

15.82% zinc and 1.24% copper; would utilize existing infrastructure
from Bell Allard mine

Greenfield Opportunities
Greenfield opportunities, or those potential projects which are located at previously undeveloped locations (from a
Noranda perspective), also represent significant growth potential to Noranda. Projects currently being reviewed for
development are as follows:

Copper
El Pachén, Argentina Measured and indicated resources of 724 million tonnes grading
0.65% copper
El Morro, Chile Inferred resources of 466 million tonnes grading 0.61% copper and
0.50 grams per tonne gold
Frieda River, Papua New Guinea Measured, indicated and inferred resources of 785 million tonnes
grading 0.70% copper and 0.38 grams per tonne goid
Zinc
Lady Loretta, Australia Measured and indicated resources of 11.6 million tonnes grading

16.1% zinc
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Planned Capital Investments

Capital investments for 2004 are expected to total $535 million as the development of the Collahuasi, Kidd

Mine D, Montcalm and Nickel Rim South projects are advanced towards operating status. Sustaining capital
expenditures average approximately $200 million annually. All of the currently projected capital investments can
be funded from the current capital structure. Noranda’s capital investment projections and its major components
are shown in the foilowing table.

Capital Investments

Business Growth Project impact 2003 2004F 2005F
($ miilions)
Copper Altonorte smelter  Additional throughput capacity
expansion of 440,000 tonnes $ 15 $ — $ —
Collahuasi mine Restore annual production to
410,000-tonne level 160 80 —
Kidd Mine D Access to additional 10.3 million
tonnes of ore reserves with 2.25%
copper and 6.98% zinc 85 105 0
Nickel Nickel Rim South  5-year development timeframe; inferred
resources of 11.7 miltion tonnes of 1.6%
nickel and 3.7% copper:; significant PGMs 11 75 50
Montcalm 8,000 tonnes per year operation for 7 years 13 55 20
Koniambo 60,000 tonnes per year operation with
measured and indicated resources of 142
mitlion tonnes grading 2.13% nickel 23 55 105
Fraser Morgan Indicated resources of 6.3 million tonnes of
1.71% nickel and 0.52% copper —_ 5 20
Raglan Increase milling capacity by 40% — 10 40
307 385 325
Sustaining Capital 182 210 205
Tota! Capital Investments $ 489 $ 595 $ 530

F: Forecast

Risk Assessment and Reduction in the Evaluation, Selection and Implementation of Projects
Noranda's preference for low-risk brownfield expansion projects provides inherent risk reduction due to the
Company'’s knowledge of the environment in which the expansion project is to be undertaken. Where

Noranda's growth demands development of greenfield projects, risk assessment and reduction is our top priority.

Managing Project Evaluation, Selection and Implementation

Noranda has taken several steps to ensure the success of all its current and future capital projects:

* Creation of a highly-experienced projects group with world-class project leaders dedicated to securing the
investment performance of major capital projects;

¢ |mplementation of Six Sigma-based Stage-gate process for project evaluation. This process is a disciplined
system which addresses and quantifies key sources of project impact and risk in support of management
decision making;

* Addition of parameters in our Stage-gate process that measure social, business and strategic elements;

* Recognition of investment returns as the primary metric of project success; and

¢ Assignment of accountability.

Exploration

The exploration team conducts worldwide exploration focused on copper, nickel and platinum group metals. The
mandate is to discover and delineate mineral resources that merit approval to proceed to development and pro-
duction. The team targets mineral resources of strategic size, in locations with acceptable country risk, with
after-tax rates of return on investment of greater than 15% and operating costs below the industry mid-point.
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This group’s goa!l is to conduct safe and environmentally responsible exploration utilizing the latest apprepriate
technological advances in exploration methodology to improve efficiency and the likelihood of success. Joint-
venture arrangements are pursued with both junior and senior mining companies to increase the level of focused
activity and to share cost and risk. The exploration budget for 2004 is forecast to be $35 million. Worldwide joint-
venture participants, plus tax credits and grants provided by the Quebec and New Brunswick provincial
governments to stimulate exploration activity are expected to provide external funding that will have the effect of
increasing the internal budget to an estimated $50 million.

Exploration is currently being carried out primarily in Canada, Mexico, Brazil, Chile, South Africa, Norway,
Australia and Papua New Guinea.

Copper and Copper-Zinc Exploration

Global copper exploration during 2003 was focused primarily on Chile, Argentina, Brazil, Mexico, Papua New
Guinea, Canada and Australia. Exploration in support of the Canadian operations focused on the Abitibi region of
Quebec and Ontaric.

Nickel and Platinum Group Metals Exploration

Advanced exploration is focused in Sudbury, Ontario and Raglan, Quebec near our existing operations. Diamond
drilling at the Nickel Rim South discovery at Sudbury has increased the estimated inferred mineral resource from
6.3 million tonnes to 11.7 million tonnes of 1.6% nickel, 3.7% copper, 2.0 grams per tonne platinum, 2.3 grams
per tonne palladium and 0.7 grams per tonne gold. Exploration at Raglan during 2003 has resulted in 1.7 million
tonnes being added to the mineral reserves and resources.

Results of Operations

New production which has come on stream, recent inefficient-capacity shutdowns, staffing reductions, and
increased base metal prices have enabled Noranda to continue to report quarter-over-quarter improvements in
earnings over the past twelve months.

Quarterly Earnings

$ millions, except per share data Ql Q2 Q3 Q4 2003 Ql Q2 Q3 Q4 2002
Results of Operations
Revenues 1,056 1,112 1,165 1,324 4657 1,026 1,071 89 887 3,873
Cost of operations 485 514 516 509 2,024 483 430 454 452 1,879
Purchased raw materials 398 408 478 460 1,744 385 401 344 260 1,390
Depreciation, amortization and

reclamation 114 127 120 119 480 113 126 117 134 490
Income (loss) generated by

operating assets 59 63 51 236 409 45 54 (26) 41 114
Interest expense 38 37 33 21 129 23 22 26 27 98
Corporate and general administration 13 14 12 19 58 13 16 14 15 58
Research, development and exploration 8 12 13 18 51 11 13 16 9 49
Minority interest in earnings of

subsidiaries 17 18 11 43 89 8 12 (6) 12 26
Income (loss) before undernoted (17) (18} (18) 135 82 (10) 9 (e (22) (117)
Tax expense (recovery) (&) (23) (1) 54 24 (13) 2 (33) (124) (l1e8)
Restructuring costs 29 15 (3) 21 62 — 15 — 546 561
Gain on sale of investments — — (34) (4) (38) — 61y — (2) (63)
Net Income (loss) 40y  (10) 20 64 34 3 35  (43) (442) (447)

Earnings (loss) per common share  $(0.18)$(0.08)$ 0.04 $0.21 $0.04 $0.00 $0.15 $(0.21) $(1.86) $(1.93)




Results of Operations

Net income for the year ended December 31, 2003 was $34 mitlion or $0.04 per common share on a diluted
basis, compared with a loss of $447 million or $1.93 per share for 2002, The improved results in 2003 are due to
higher average realized prices for all four main metals and cost-containment initiatives undertaken in the past
three years, which will continue to add to the core earnings of the Company. The net income in 2003 included a
gain of $38 miilion pre-tax on the sale of the remaining priority units of the Noranda Income Fund and other
investments. This was offset by $62 million pre-tax of restructuring costs related to the shutdown of unprofitable
operations. The 2002 results included a restructuring provision of $520 million pre-tax against the Company’s
magnesium investment, other restructuring costs of $41 million, and a gain realized on the sale of the Company’s
CEZ facility which totaled $€3 million pre-tax.

Income generated by operating assets increased to $408 million in 2003 compared to $114 million in 2002.
The contribution from operating assets is expected to rise as capacity expansions begin contributing to operating
earnings in 2004 and 2005. This includes the expansion of the Kidd Creek and Collahuasi mines and realization
of benefits from cost-saving initiatives which were undertaken in 2003,

Revenues increased to $4.7 billion in 2003, an increase of 21% over 2002 revenues of $3.9 billion, due to
additional capacity brought on stream, and higher realized prices during 2003. Average realized prices, as well as
estimated current realized prices which will positively impact 2004, are as follows:

Average Realized Prices

$ per pound Estimated Current Price* 2003 2002
Copper $ 1.30 $ 0.82 $ 074
Nickel $ 7.10 $ 4.40 $ 3.14
Ferronickel $ 6.65 $ 4.20 $ 3.16
Zinc $ 051 $ 043 $ 040
Aluminum $ 0.82 $ 0.68 $ 065
Lead $ 042 $ 0.27 $ 023
Cobalt $ 25.00 $1041 $ 7.02

* As of February 18, 2004

Cost of operations increased to $2.0 billion, an 8% increase from 2002 levels of $1.9 billion, largely as a result of
the strength of the Canadian dollar relative to the U.S. dollar, which appreciated approximately 20% during 2003,
and increasing energy costs throughout the operations. Approximately 50% of the Company's operating costs are
incurred in Canadian dollars. Purchased raw materials, including costs incurred to purchase custom feed,
increased to $1.7 billion in 2003 from $1.4 billion in 2002, due to higher average metal prices and the impact of
the stronger Canadian dollar. The settlement price for purchased custom feed is based on metal content and the
prevailing market prices of the metals.
Earnings per share is calculated as follows:

$ millions, except per share information 2003 2002
Net income (loss) 34 (447)
Deduct

Preferred share dividends 21 11

Interest on convertible debentures 3 2
Income (loss) available to common shareholders 10 (460)
Weighted average shares outstanding — 000s 261,618 238,824
Net income (loss) per common share $0.04 $(1.93)

Net income for the fourth quarter of 2003 was $64 million, or $0.21 per share diluted compared to a loss of
$442 million or $1.86 per share diluted for the same period in 2002. This increase was as a result of significantly
higher metals prices realized in the fourth quarter of 2003 versus 2002 offset by the impact of a strong Canadian
dollar. Nickel prices realized in the fourth quarter of 2003 averaged $5.57 per pound, a 70% increase over $3.28
per pound realized in the fourth quarter of 2002, while realized copper prices increased to $0.93 per pound in
the fourth quarter of 2003 compared with $0.72 per pound realized in the same period of 2002. The fourth
quarter of 2002 also included a charge reducing the carrying value of the Company's magnesium operations of
$520 million pre-tax.

With the addition of new mine capacity to Noranda’s operating base, the Company’s net income sensitivity to
improvement in metal prices has increased significantly. The following table shows the annualized impact on
Noranda's net income from changes in metals prices and the U.S./Canadian dollar exchange rate.
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Change in US$%/Ib. Impact on
Price Net income income per share
($ miltions)

Copper $0.05 $ 27 $0.09
Nickel $0.10 $ 7 $0.02
Zinc $0.05 $40 $0.14
Aluminum $0.05 $19 $0.06
Lead $0.05 $5 $0.02
Exchange rate Cdn$ = US$ 1¢ $ 5 $0.02

Integrated Operations

As an integrated producer of metals, Noranda’s operations include mines and metallurgical facilities which
provide the Company with maximum flexibility in both minimizing costs and maximizing operating performance in
processing its ore. This integration also reduces the Company’s exposure to treatment charge fluctuations and
shipping rate volatility.

When milling, smelting or refining capacity exceeds the Company’s own mine production, Noranda acquires
third-party ores to utilize this capacity and realize incremental treatment charges. These treatment charges
provide incremental income to the Company and absorb fixed costs at metallurgical sites, with custom milling and
refining operations being conducted throughout the Company as capacity allows. Operations conducting custom
feed processing of copper and nickel feeds are located in North and South America, and Norway. This integration
allows Noranda to maintain some of the lowest cash cost operations in the industry. In 2003, Noranda's integrated
cost to produce a pound of copper was $0.30 per pound while the trading price for copper averaged $0.81 per
pound, and was in mid-February 2004 approximately $1.30. The flexibility of the processing facilities also enables
the Company to treat complex ore which may otherwise render a depasit uneconomic due to high treatment
costs.

The price paid to suppliers of these custom feed ores varies with the prevailing price of the metals being
treated and as such, Noranda’s exposure to increasing metals prices is primarily based upon its own mine pro-
duction. Noranda's continued focus on the identification and development of long-life, high-quality copper and
nickel mining assets will continue to increase its leverage to copper and nickel while current metallurgical site
infrastructure will minimize the investment required to bring new deposits into commercial production.

The Copper business is a fully-integrated producer of copper metal and concentrate. It is comprised mostly of lang-
life, low-cost mines located primarily in South America. They include Noranda’s interest in the Antamina copper
and zinc mine in Peru, the Collahuasi and Lomas Bayas mines in Chile and the Kidd Creek mine in Ontario,
Canada. In addition to these mines, the operations include the Altonarte copper smelter in Chile, as well as refin-
ing, smelting and recycling facilities in Canada and the U.S. As discussed previously, the mines have several
potential brownfield and greenfield expansion opportunities which can further increase earnings from this business.

2003 2002
Revenues — $ millions 2,165 1,906
Purchased raw materials ~ $ millions 1,064 947
Operating cash cost** - per pound of copper $0.30 $0.34
Income generated by operating assets — $ millions 164 58
Sales and throughput (000 tonnes)*
Copper in concentrates 219 256
Copper metal 436 488
Zinc metal 99 145
Zinc in concentrates 112 75
Sulphuric acid 651 322
Concentrate processed 1,436 1,286

* 100% basis except for Collahuasi and Antamina.

** Includes all cash production and selling costs, net of by-product credits, but excludes interest, corporate, research, exploration
costs and custom feed profits. Continuing costs incurred during shutdowns or strikes are excluded.




Total revenue for the Copper business increased to $2.2 billion during 2003, an increase of 14% over 2002

revenue of $1.9 billion, on the strength of increased production levels and higher prices. During 2003, average
realized prices increased from $0.80 per pound in the first quarter of 2003 to $0.93 per pound in the fourth Copper Revenue - % of Total
quarter of 2003. Copper prices in February 2004 were approximately $1.30 per pound on the LME, which should

cantribute to further increases in earnings contribution from these aperations in 2004.

The integrated nature of the Copper business enables the Company to maintain maximum flexibility in ore pro-
cessing and will minimize future investment in the development of brownfield expansions. The integrated cash
costs to produce a pound of copper declined from $0.34 to $0.30 as a result of the increased capacity at the
Altonorte smelter and improved operations at the recycling operations. 46%

Operating highlights for each of the major assets in the copper group are as follows:

* Collahuasi - 2003 production totaled 168,578 tonnes of copper concentrate at an operating cash cost of $0.38,
a decrease of $0.01 per pound over 2002 despite lower grades. These lower grades also accounted for a
decrease in copper production of 9% compared to 2002 levels of 185,014 tonnes. The concentrator processing
capacity is currently being expanded to 110,000 tonnes per day and, when combined with a transition to higher-
grade ores, should increase refined copper production during 2004 to a planned level of 178,000 tonnes;

¢ Antamina - 2003 copper production decreased to 85,188 tonnes as access to the higher-grade copper-only
ores was restricted as a result of residual lake sediment. However, zinc production was over 56% higher as
ores processed were of a higher zinc content compared to 2002, In 2004, copper production is expected to
increase as the removal of the lake residue is completed and the higher-grade copper can be accessed.

The Antamina orebody is highly variable and is currently described by more than six different ore classifi-
cations. Since mill start-up in June 2001, Antamina has experienced difficulty in predicting the distribution of
ore types that affect production, recoveries and concentrate quality, and in reconciling production tonnage and
grades to the reserve model. In order to enhance the predictive ability of the current reserve model and to
facilitate better short- and long-term mine planning, Antamina is undertaking 112,000 metres of infill drilling
and drilling at depth, at a cost of $14 miliion. This drill program and associated analyses are expected to be
completed in the first half of 2005. Results will be reviewed periodically during the course of the program and,
as warranted, will be incorporated in reserve and resource estimates for the deposit; (vears)

¢ Lomas Bayas — During 2003 Lomas Bayas achieved record production levels, producing 60,427 tonnes of
copper cathode in 2003 compared to 59,304 tonnes in 2002. Current operating cash cost per pound is

$0.48 per pound, a slight increase over $0.45 per pound due to an increase in the Chilean peso relative to the

U.S. dollar. A total of 81.1 million tonnes of mineral resources were added during 2003, increasing proven

and probable mineral reserves to 363.9 million tonnes at December 31, 2003; 40+

¢ Kidd Creek ~ The mining operations at Kidd Creek mined 2.1 million tonnes in 2003, a 5% decrease com- r—’]
pared to 2002 levels due to difficult ground control conditions in the upper mine and a delay in stope !
rehabilitation in the lower portion of the mine. Copper ore grade in 2003 was 2.3% compared to 2.1% in ;
2002, and the zinc ore grade declined slightly to 4.27% compared with 5.9% in 2002. As a result of lower
than expected production, increasing energy costs and the strength of the Canadian dollar, mining cash costs
increased to $0.87 per pound of copper compared with $0.62 per pound of copper in 2002. The Company
continued with its Mine D expansion at Kidd during 2004, a project which is expected to add additional pro-

Copper Reserve Life*

‘ . e , [ Collahuasi
duction of 1.8 million tonnes of ore once full production is achieved; and, .
* Processing facilities — The copper group has three smelters and two refinery complexes within its operations D Antamina
located at: Altonorte in Chile, and the Kidd Creek and Horne/CCR operations in Canada. The geographic diver- B8 Lomas Bayas
sity of the sites and the ability of the operations to treat highly complex ore and recycled materials provides - Kidd Creek
Noranda with a high degree of flexibility in deciding what site is the most appropriate location to treat the ore
mined at its various operations. These metallurgical sites aiso purchase custom feed to absorb capacity and * Reflects impact of expansions on a

generate incremental treatment charges from third parties to the extent that Noranda mines do not provide pro forma basis

sufficient ore to fill capacity. The development of the Montcalm nickel mine near Timmins, Ontario will see
some concentrator capacity at Kidd Creek be converted to the treatment of this nickel ore, commencing in
early 2005. This modification, coupled with the increased ore generated by the production expansion at Mine
D at the Kidd mine, will significantly improve the profitability of the Kidd metallurgical site. In 2003, the
revenue contribution from the processing operations was reduced because of low treatment terms. This trend
will likely continue for the short term due to continued over-capacity in world smelting and refining capacity
and reduced copper mine production throughout the world.

During 2003, the Copper business produced 436,000 tonnes of copper in cathode and 219,000 tonnes of
copper in concentrate, compared to 488,000 tonnes and 256,000 tonnes respectively, in 2002. In addition to
copper, zinc metal produced at Kidd Creek declined to 94,719 tonnes in 2003 from 145,309 tonnes in 2002
due to a planned shutdown in response to low zinc prices during 2003. Zinc concentrate production
increased to 122,422 tonnes, a 56% increase from 2002 production levels of 77,876 tonnes as ore processed
from the Antamina operation consisted of higher zinc grades during 2003.
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Nickel Revenue - % of Tofa

The Nickel business is comprised of nickel mines and processing facilities in Sudbury and Raglan, Canada, a
refinery in Kristiansand, Norway, and a ferronickel operation at Falcondo in the Dominican Republic. Processed
ore is acquired from both the Company’s mining operations and through purchased custom feed.
2003 2002

Revenues — $ millions 1,297 842
Purchased raw materials — $ millions 280 146
Operating cash cost — per pound of nickel $2.64 $1.96
Operating cash cost — per pound of ferronickel $ 3.04 $276
Income generated by operating assets — $ mitlions 286 94
Sales (000 tonnes) — 100% basis

Nickel 79 71

Ferronickel ' 27 21

3

I
’ production in the Integrated Nickel Operations (“INQO").

L Integrated Nickel the strengthening of the Canadian dollar.
Operations (Sudbury

and Raglan)
Falcondo

at that time.
* Reflects impact of expansions on a

Nickel Reserve Life* Cobalt 3
[ ) . .
years Revenues for 2003 increased by 54% to $1,297 million when compared to 2002. In addition to the improved

nickel price, sales volumes increased as higher are grades at the Raglan mine, a higher operating level at Fal-
20+ 20+ condo and increased custom feed deliveries at the Sudbury smelter and Kristiansand refinery offset fower mine

The operating cash cost of producing a pound of nickel from the mines in the INO, was $2.64 per pound of
nickel. The $0.68, or 35%, increase over 2002 costs resulted from the strengthening of the Canadian dollar on
operating costs, higher spending levels in the Canadian operations and lower ore grades, which were partially
offset by higher by-product credits as a result of the increase in metal prices. Falcondo's operating cash cost per
pound of ferronickel increased by 10% in 2003, to $3.04 per pound due to the increase in oil prices.

Income generated by the nickel business in 2003 was $296 million compared to $94 million for 2002. The
$202 million increase was attributable to the impact of increased metal prices and higher sales volumes which
were partially offset by higher unit production costs and increases in charges for depreciation caused, in part, by

The collective agreements with the production and maintenance workers at Sudbury expired on January 31,
2004 and a settlement was achieved on February 21, 2004, after a three-week strike. The collective agreement
with the office, clerical and technical workers expired February 28, 2004 and was renewed for a three-year term

nro farma basis .
Zinc

Zinc Revenue — % of Total

The Zinc business includes the Brunswick and Bell Allard mining operations, the Brunswick lead metallurgical
operations (lead smelter, lead refinery and silver refinery), General Smelting, the NorFalco sulphuric acid market-

ing operations, sales offices in Independence, Ohio and Zug, Switzerland, and Noranda's interest in a zinc
refinery held through the Noranda Income Fund.
2003 2002

Revenues - $ millions 410 399
Purchased raw materials - $ millions 175 144
Operating cash cost — per pound of zinc $0.32 $0.32
Income generated by operating assets (68) (52)
Sales (000 tonnes)

Zinc in concentrates 335 257

Lead metal 60 g1

The 2003 revenues for the Zinc business were $410 million compared to $399 million in 2002. In 2003, higher
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zinc and lead prices, and higher production from the Brunswick and Bell Allard mines, more than offset a reduc-
tion in output from the Brunswick smelter related to the move to an eight-month seasonal operation.

The amount of contained zinc in the concentrates produced increased by 9% in 2003 as a result of record
zinc recoveries at the Brunswick mine and a 17% increase in mill throughput at the Bell Allard mine.



The cost to produce a pound of zinc at the Brunswick mine was up slightly over 2002 on account of higher
energy costs and a stronger Canadian dollar. At the Bell Allard mine, unit costs improved slightly as higher ore
grades, zinc recoveries and mill throughput offset the stronger Canadian dollar. Overall operating cash costs were
$227 million compared to $242 million in 2002. The lower costs reflect the transition of the Brunswick smelter to
an eight-month operation and the change in the ownership of CEZ in 2002. These were offset somewhat by the
impact of the stronger Canadian dollar and higher energy costs.

The loss generated by operating assets of $68 million compares with a loss of $52 million in 2002. In 2003,
improved zinc and lead prices and higher production from Brunswick and Bell Allard mines were offset by the
impact of the weaker U.S. dollar, higher energy costs and the fact that CEZ was 100% owned for the first four
months of the year in 2002.

Production levels in 2004 should approximate the level achieved in 2003 as higher forecasted production
from the Brunswick mine is expected to offset the depietion of the Bell Allard mine ore reserves in the fourth
quarter of 2004.

On May 3, 2002, the Company successfully completed an initial public offering of the Noranda Income Fund
(the "Fund”) after which the Company's participation in the Fund was 48.97%. During July 2003, the Company
further reduced its participation in the Fund to 25%. The Fund was created to acquire the Company's CEZinc
refinery. As a result of the transaction, the Company has accounted for its share of the Fund on an equity basis
from May 2002. Under a supply agreement with the Fund, Noranda has assumed responsibility for securing the
refinery’s annual zinc concentrate requirements for a 15-year period at prevailing market zinc prices less a fixed
processing fee of Cdn$0.352 per pound.

Noranda’s Aluminum business is comprised of one primary smelter and four downstream fabrication plants. The
group produces primary aluminum, aluminum foil and light sheet.

2003 2002

Revenues - $ millions 688 662
Purchased raw materials — $ millions 238 241
Average fabricating spread — per pound of foil $0.44 $0.45
Operating cash cost — per pound of aluminum $0.55 $0.50 % of Total
Income generated by operating assets — $ millions 20 34
Sales (000 tonnes)

Primary aluminum 247 242

Aluminum foil 147 128

Noranda's aluminum operations consist of a primary aluminum reduction facility, accounting for 9% of aluminum
production in the U.S., and four modern aluminum rolling mills, capable of producing a variety of foil sheets to
fulfill numerous applications. During 2003, the foil operations supplied in excess of 20% of North American
demand for foil sheet.

During 2003, the primary facility produced 244,044 tonnes of aluminum metal. [n addition to aluminum metal
for sales to customers, the primary aluminum facility adds further value to its finished products through the produc-
tion of extrusion billets and aluminum rod, with both products attracting significant premiums over unprocessed
metal. The primary operations currently have a seven-year contract for the supply of alumina, a key element in the
manufacturing of aluminum, which presently allows Noranda to acquire alumina at approximately 50% of current
spot prices. The aluminum foil operations produced 147,000 tonnes of foil, with the largest contributor to sales rep-
resented by fin stock sales, used primarily in heat exchangers for automotive and heating, ventilation and air
conditioning applications.

Revenues for the Aluminum business increased 4% year over year as the higher aluminum price and record
production from both the primary and fabricating operations more than offset lower average fabrication prices
from a less favourable product mix. The change in product mix was necessitated by weakness in the light foil
sector. At the primary operation, value-added products accounted for approximately 67% of total production.
This was reduced from 82% in 2002 reflecting the weakness in the North American manufacturing industry
in the first nine months of the year. In the fourth quarter, demand for value-added products improved and higher
sales volumes are expected in 2004.

Operating costs were higher in 2003 reflecting the higher production level, the increase in natural gas prices
and higher terms on a new electrical power contract at the primary smelter.

Income generated by operating assets of $20 million for 2003 compares to $34 million in 2002,

For 2004, foil shipments are expected 1o increase by a further 20%, as the aluminum foil plant continues to
ramp up its production and to increase market share within the context of a recovering North American economy.
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Other Expenses

Interest expense increased to $129 million in 2003, an increase of 32% over $98 million in 2002 due to the
impact of the stronger Canadian dollar on Canadian-denominated debt and associated interest costs, and higher
average interest costs due to the extension of the average term of the Company’s long-term debt.

Corporate and general administration costs as well as research and development costs remained relatively
unchanged over 2002 levels, and are expected to decline marginally in the near term as the Company continues
to pursue cost reductions.

Minority interest in earnings increased to $89 million in 2003 from $26 million in 2002 due to the higher con-
tribution to earnings of the Nickel business unit, which is 59.2%-owned by Noranda.

Tax expense increased to $24 million in 2003 reflecting the profitability of the Company in 2003, as compared
to a tax recovery of $168 million on a consolidated basis in 2002, primarily due to the tax impact of restructuring
expenses incurred in 2002.

Pre-tax restructuring costs incurred and gains on sale of investments in 2003 and 2002 are as follows:

As at December 31 2003 2002
Magnesium impairment and closure costs $ 33 $ 520
Other restructuring costs 29 41
Gain on sale of CEZ facility/investments (38) (63)

$ 24 $ 498

Financial Position and Liguidity

Noranda maintains long-term credit arrangements and relaticnships with a variety of financial institutions and
investors in order to facilitate its ongoing access to domestic and international financial markets to meet its
funding requirements. Noranda'’s future financial requirements related to debt maturities, operating costs, the pro-
jects currently under development and other capital investments will be funded primarily from a combination of
existing cash balances, committed bank lines, operating cash flows, project financing and new borrowings. The
Company does not currently anticipate issuing additional comman shares to meet these needs.

Working capital, excluding cash, short-term investments and short-term indebtedness, increased to $852
million from $652 million at the end of 2002. During the year, Noranda repositioned its balance sheet and operat-
ing capacity to support its strategic objective of maintaining a strong balance sheet meeting investment grade
criteria. This will allow the Company to benefit more fully from improving fundamentals in the copper and nickel
sectors. The repositioning plan included:

* [ssuing preferred and common shares for net proceeds of $99 million and $434 million in March and August,
respectively; and,

* |ssuing 6% notes due in 2015 for gross proceeds of $350 million in September and the sale of Priority Units of
the Noranda Income Fund for gross proceeds of $84 million. The Company also raised net proceeds of $250 mil-
lion from its issuance of a 12-year debenture in May 2003, through a partially-owned subsidiary.

Cash and cash equivalents at December 31, 2003 totaled $501 million compared to $293 million at Decem-
ber 31, 2002. In addition to its cash balances, Noranda’s liquidity and financial flexibility is augmented by
revolving credit facilities. Committed lines of credit at December 31, 2003 totaled $1,132 million of which $68
million had been drawn or utilized. These lines of credit are primarily with various Canadian chartered banks and
syndicates of U.S. and international banks. These bank facilities currently have committed terms of up to three
years and are unsecured. Liquidity was further enhanced during the year with the release of corporate guarantees
in the amount of $442 million following the conversion of the Antamina project’s debt to a non-recourse basis.

Long-term debt, excluding the amount due in less than one year, amounted to $2,893 million at December
31, 2003 compared to $3,014 million a year earlier. The Company and its partially-owned subsidiary currently
have $250 million and $600 million, respectively, available for public debt issuance under shelf prospectuses filed
in September 2003 and January 2004, respectively. Noranda continues to monitor capital markets worldwide,




seeking opportunities to diversify its financing sources. At December 31, 2003, Noranda's consolidated net debt-
to-total-capitalization ratio was 43% compared to 54% at December 31, 2002.
Noranda’s long-term public debt ratings at December 31 are noted below:

2003 2002
Standard & Poor's BBB- BBB-
Moody's Baa3 Baa3
Dominion Bond Rating Services BBB BBB

Shareholders’ equity at the end of 2003 was $2.6 billion after the inclusion of common and preferred share equity
issues that occurred during the year.

Cash Flows

Cash generated from operations, before net changes in non-cash working capital, totaled $577 million in 2003,
up from $348 million in 2002. The increase is primarily the result of higher sales and production volumes, lower
operating costs and higher metal prices, despite the adverse impact of foreign exchange rates.

Capital investments totaled $483 million in 2003 compared to $528 million in 2002. Major capita! expendi-
tures during 2003 included the expansion of the Altonorte copper smelter, the expansion and transfer of mining
operations at the Collahuasi copper mine and the Kidd Creek Mine D underground extension.

Capital investments for 2004 are budgeted to be $595 million. A more detailed discussion is provided on
page 21.

In 2003, Noranda's common and preferred share dividend obligations were reduced by $14 million to
$123 million compared to $137 million in 2002, despite an increase in both the number and amount of common
and preferred shares outstanding. The annual common share dividend was reduced from Cdn$0.80 per share to
Cdn$0.48 per share to bring it into line with those of other major metal and mining companies.

Metal Markets

Copper Market
LME copper prices traded in the $0.72 to $0.77 per pound range for the first nine months of 2003 then broke
through $1.00 in December with current levels at $1.30.

Improved market sentiment was supported by mine disruptions, smelter cutbacks, strong Asian demand, and
declining metal stocks. The weakening U.S. dollar has had a profound impact on U.S. dollar-based metal prices
and accounted for a substantive part of the overall increase. China contin- ’
ues to drive global metal demand and its copper consumption for 2003 is
expected to total 3.1 million tonnes, a 22% increase over 2002. Total
exchange inventories dropped 464,500 tonnes to end the year at 793,000

Copper

Price (US$/b.)

Inventories (000 tonnes)

tonnes. This was partially offset as Codelco, a major Chilean copper
mining company, stockpiled approximately 200,000 tonnes of copper.

Despite the release of the Codelco stockpile and new expanded, and —‘v ;

restarted mine production planned for the second half of the year, the 0.50 —|
overall market is expected to end in a slight deficit for another year. Con-
tinued strong demand in China and marked improvement in the U.S. 0.25 —
economy are expected to create further upside for the copper price and
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Nickel Market

in 2003, the nickel price rose from a low of $3.27 per pound at the start

of the year to $7.55 per pound by year end with much of the increase occurring in the second half of the year.
Supply-side fundamentals were the main driver behind this run-up, accentuated by the very strong demand

for metals in China. In 2003, world production of nickel grew by only 1.7%, less than half the growth seen in

2002. Disruptions at producers reduced supply in the first half of the year. This was followed by a three-month
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strike at Inco’s Sudbury operations during the summer, which removed approximately 30,000 tonnes of nickel
from the market.
Consumption of nickel grew 5.9% in 2003, with one-third of the growth coming from China. Stainless steel
production beat expectations for the year, growing at 6.3%, well above the trend growth rate, and almost at the
high levels of the previous year. The first half of the year was particularly
strong as mills in all geographic market sectors, with the exception of the
U.S., produced at record levels. The second half did not have as strong a
Price (USS/1b.) Inventories (000 tomemgo showing, as delayed global economic recovery translated into weak
demand for stainless steel in the U.S. and Europe for the balance of the
year. Growth in the availability of global external scrap kept pace with the
growth in stainless steel production, with the net effect that stainless steel
scrap avalilability remained tight. In the non-stainless steel sectors, elec-
tronic alloys and batteries showed some signs of recovery, but both the
aerospace and land-based gas turbine markets remained weak.
When factoring in the Inco strike, the nickel market deficit increased to

8.00

K 99 o o1 02 o 0 56,000 tonnes. However, the release of the 60,000-tonne collateral stocks
— LME price w— LME inventories by Norilsk more than offset the deficit, creating an implied surplus of
4,000 tonnes for 2003.

The prospect of synchronized growth in the three major Western Warld
economies (USA, Europe, Japan), together with the robust growth continuing in the non-OECD countries (China,
Russia, India, Latin America), should underpin a strong pick-up in metal consumption. As a robust period of
demand growth is forecast in 2004, the nickel market is expected to remain in significant deficit.

Zinc Market

Zinc prices in 2003 traded in a narrow range of $0.34 to $0.37 per pound for the first nine months, before
staging a strong recovery in the fourth quarter. The LME cash settlement price climbed from $0.38 in early
October to a high for the year of $0.46 on December 31 and $0.51 currently. The price improvement is partly
attributable to weakness in the U.S. dollar, as well as bullish investor sentiment for an improved market outlook in
2004. LME stocks increased during the year by 83,000 tonnes to 740,400 tonnes at year end.

While global smelting capacity continues to expand, principally in China, actual refined production levels in 2003
were believed to be unchanged from 2002 levels as a result of the tight zinc concentrate supply. Low treatment
charges, combined with strong domestic currencies, have forced many smelters to cut back operations or perma-

nently close due to the poor smelting margins. Zinc demand remains very
strong in China, such that China is now a net importer of zinc. Combined
imports of zinc concentrates and zinc alloys exceeded metal exports,
Price (USS/1b.) Inventories (000 lonn@ 1200 which were 15% lower year over year during the first 10 months of 2003.
During the fourth quarter, U.S. consumption improved markedly resulting
900 in anincrease in premiums in the $0.03 to $0.035 range.
J z The world zinc market is estimated to have been in balance for 2003
030 — — 600 following two years of surplus. Most analysts expect that limited mine
‘ supply growth combined with higher metal demand in Asia, the U.S. and

0.60

015 — L 300

Western Europe will result in a significant supply deficit in 2004 and
higher average prices than 2003 levels. '
0 0
99 00 01 02 03
— LME price w—— | ME, producer and other inventories Aluminum Market

LME cash prices for 2003 ranged from a low of $0.60 in April, to a high
of $0.72, on December 31 and $0.82 currently. Despite weaker funda-
mentals than some other base metals, aluminum'’s 20% recovery from
its lows in 2003 is substantial and meaningful. Continued weakening of the U.S. dollar coupled with speculative
fund buying propelled the price to its highest level in 34 months in December.
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The firming belief in a broad economic recovery is creating a bullish
view of aluminum going into 2004. However, despite the growing opti-
mism, issues and concerns remain. Among the issues in guestion is the Price (US$/Ib.)

Inventories (OO0 tonnes)

direction of the Chinese market. Reductions in export rebates in conjunc-
tion with a substantial rise in spot alumina costs and regional power
constraints could significantly impact the amount of aluminum China
sends to the West, but it remains uncertain how Chinese producers and
their supporters will respond to these issues.

The potential reduction of Chinese exports and the anticipated demand 2.00

— 750
growth resulting from the economic recovery could lead to a more bal-
anced market. Improving fundamentals should continue to support the 0 0
; . . L ‘ : 99 00 01 02 03
r rovi ial r pri v
price and provide the potential for further price improvement in aluminum LME price LME, producer and ofher inventories

during the coming year. The weaker U.S. doflar bodes well for American

producers and fabricators exporting goods as their ability to be competitive
on pricing is enhanced.

Risk Factors

Fluctuating Metal Prices

Noranda’s earnings are affected by fluctuations in the prices of the metals it produces. Their prices are subject to
volatile price movements over short periods of time. We generally do not hedge prices of the metals we produce.
Market prices can be affected by numerous factors beyond our control, including expectations for inflation, spec-
ulative activities, relative exchange rates to the U.S. dollar, production activities of our competitors, glohal and
regional demand and supply, political and economic conditions including availability of subsidies and tax incen-
tives to our competitors and production costs in major producing regions. The prices for nickel, zinc, copper or
other metals produced by us may decline significantly from current levels. A reduction in the prices of one or
more of these metals could materially adversely affect the value and amount of our reserves and our business,
financial condition, liquidity and operating results.

Mining and Processing Risks

The business of mining and processing of metals is generally subject to a number of risks and hazards, including
unusual or unexpected geological conditions, ground conditions, phenomena such as inclement weather condi-
tions, floods and earthquakes and the handling of hazardous substances and emissions of contaminants. Such
risks and hazards could result in personal injury or death, damage to, or destruction of, mineral properties, pro-
cessing or production facilities or the environment, monetary losses and possible legal liability. Our business,
financial condition, liquidity and operating results could be materially adversely affected if any of these develop-
ments were to occur.

Although we maintain insurance which we believe is consistent with mining industry practice to the extent
available to cover some of these risks and hazards, no assurance can be given that such insurance will continue
to be available, or that it will be available at economically feasible premiums. Our property, business interruption
and liability insurance may not provide sufficient coverage for losses related to these or other risks or hazards. In
such event, our business, financial condition, liquidity and results of operations could be materially adversely
affected.

Environmental Risks

Environmental legislation affects nearly all aspects of our operations worldwide. This type of legislation requires us
to obtain operating licenses and imposes standards and controls on activities relating to mining, exploration,
development, production, closure and the refining, distribution and marketing of copper, nickel, zinc and other
metals products. Environmental assessments are required before initiating most new products or undertaking
significant changes to existing operations. Compliance with environmental legislation can require significant
expenditures, including expenditures for clean-up costs and damages arising out of contaminated properties. In
addition to current requirements, we expect that additional environmental regulations will likely be implemented to
protect the environment and quality of life, given issues of sustainable development and cother similar require-
ments which governmental and supragovernmental organizations and other bodies have been pursuing. Some of
the issues currently under review by environmental regulatory agencies include reducing or stabilizing various

Noranda Annual Report 2003 31




Management’s Discussion and Analysis continued

32 Noranda Annual Report 2003

emissions, including sulphur dioxide and greenhouse gas emissions, mine reclamation and restoration, and water,
air and soil quality.

Canada ratified the Kyoto Protocol to the United Nations Framewark Convention on Climate Change in late
2002. The protocol has not come into force but may do so in the future. Various levels of government in Canada
are developing a number of policy measures in order to meet Canada's emission reduction obligations under the
protocol. While the impact of the protocol and measures cannot be quantified at this time, the likely effect will be
to increase costs for fossil fuels, electricity and transportation, restrict industrial emission levels, impose added
costs for emissions in excess of permitted levels and increase costs for monitoring and reporting. Compliance
with these initiatives could have a material adverse effect on our business, financial condition, liquidity and oper-
ating results.

Further changes in environmental laws, new information on existing environmental conditions or other events,
including legal proceedings brought based upon such conditions or an inability to obtain necessary permits, could
have a material adverse effect on product demand, product gquality and methods of production and distribution or
could require increased financial reserves or compliance expenditures or otherwise have a material adverse effect
on our business, financial condition, liquidity and operating results,

Failure to comply with environmental legislation may result in the imposition of fines and penalties, liability for
clean-up costs, damages and the loss of important permits. There can be no assurance that we will at all times be
in compliance with all environmental regulations or that steps required to bring us into compliance would not
materially adversely affect our business, financial condition, liquidity or operating results.

In view of the uncertainties concerning future removal and site restoration costs on our properties, the ultimate
costs for future removal and site restoration to us could differ from the amounts estimated. The estimate for this
future liability is subject to change based on amendments to applicable laws and legislation, the nature of ongoing
operations and technological innovations. Future changes, if any, due to their nature and unpredictability, could
have a significant impact and would be reflected prospectively as a change in an accounting estimate.

In addition, regulatory authorities in various jurisdictions around the world may require us to post financial
security to secure in whole or in part future reclamation and restoration obligations in such jurisdictions. In some
instances, we have already provided this security. In other instances, such security may be required to be posted
upon the occurrence of certain events including if we cease to maintain a minimum investment grade credit
rating, if the regulatory authority ceases to accept alternative forms of comfort to secure the obligation or as a
property nears the end of its operation. Although the posting of this security does not increase the future reclama-
tion and restoration costs (other than costs associated with posting such security), a portion of our credit may be
required to back up these commitments, which could adversely affect our liquidity.

Labour Relations

Collective agreements covering our unionized employees at CEZ, Matagami, CCR (Piant workers), CCR (Security
guards), Noranda Recycling - Roseville, Micro Metallics — San Jose, Nikkelverk, Collahuasi, and American Racing
Equipments will expire in 2004. At Sudbury, a collective agreement was signed with the Mine, Mill and Smelter
Workers Union after a three-week strike in February 2004. The collective agreement covering the Office, Clerical
& Technical at Falconbridge's Sudbury Operations was renewed on February 28, 2004. Collective agreements
covering our unionized hourly employees and workers at Brunswick Mine, Brunswick Smelter, Brunswick Smelter
Bulk Handling, General Smelting, Horne Smelter, Kidd Metallurgical Division, Raglan Operations, Falcondo,
Lomas Bayas, Altonorte, Antamina, New Madrid, and the aluminum foil operations at Newport and Salisbury are
currently in place and will expire hetween 2005 and 2007.

Uncertainty of Reserve Estimates and Production Estimates

Our reported ore reserves as of December 31, 2003 are estimated quantities of proven and probable ore that
under present and anticipated conditions can be legally and economically mined and processed by the extraction
of their mineral content. We determine the amount of our ore reserves in accordance with the requirements of the
applicable Canadian securities regulatory authorities and established mining standards. We do not use outside



sources to verify our reserves. The volume and grade of reserves actually recovered and rates of production from
our present ore reserves may be less than geological measurements of the reserves. Market price fluctuations in
nickel, copper, other metals and exchange rates, and changes in operating and capital costs, may in the future
render certain ore reserves uneconomic to mine. In addition, short-term operating factors relating to the mineral
reserves, such as the need for orderly development of ore bodies or the processing of new or different ore grades,
may cause mineral reserves to be modified or our operations to be unprofitable in any particular fiscal period.

No assurance can be given that the indicated amount of ore will be recovered or that it will be recovered at
the prices assumed by us in determining ore reserves. Ore reserve estimates are based on limited sampling and,
consequently, are uncertain because the samples may not be representative of the entire crebody. As more
knowledge and understanding of the orebody are cbtained, the reserve estimates may change significantly, either
positively or negatively.

We prepare estimates of future production for particular operations. These production estimates are based dn,
among other things, reserve estimates; assumptions regarding ground conditions and physical characteristics of
ores, such as hardness and presence or absence of particular metallurgical characteristics; and estimated rates
and costs of mining and processing. Our actual production may vary from estimates for a variety of reasons,
including actual ore mined varying from estimates of grade, tonnage, dilution and metallurgical and other charac-
teristics; short-term operating factors relating to the ore reserves, such as the need for sequential development of
ore bodies and the processing of new or different ore grades; risks and hazards associated with mining; natural
phenomena, such as inclement weather conditions, floods, and earthquakes; and unexpected labour shortages
or strikes. No assurance can be given that production estimates will be achieved. Failure to achieve production
estimates could have a material adverse impact on our future cash flows, earnings, results of operations and
financial condition.

Exchange Rate Fluctuations

Fluctuations in currency exchange rates, principally the Canadian/U.S. dollar exchange rate and, to a lesser
extent, Chilean Pesos, Norwegian Kroner and Euros exchange rates against the U.S. dollar, can significantly
impact our earnings and cash flows. These exchange rates have varied substantially over time, including over the
last five years. Most of our revenues and debt are denominated in U.S. daliars, whereas most of the operating
costs at our Canadian sites are incurred in Canadian dollars and Nikkelverk's costs are incurred in Norwegian
kroner. Effective July 1, 2003 we are reporting our financial results in U.S. dollars. Fluctuations in exchange rates
between the U.S. dollar and the Canadian dollar and between the U.S. dollar and other currencies may give rise
to foreign currency exposure, either favourable or unfavourable, which may in the future materially impact our
financial results. We, from time to time, may hedge a portion of our currency requirements to limit any adverse
effect of exchange rate fluctuations with respect to our costs, but there can be no assurance that such hedges will
eliminate the potential material adverse effect of such fluctuations.

Interest Rate and Counterparty Risk
Our exposure to changes in interest rates results from investing and borrowing activities undertaken to manage
our liquidity and capital requirements. We have entered into interest rate swap agreements to manage the interest
rate risk associated with a portion of our fixed-rate debt. The interest rate swap changes our exposure to interest
risk by effectively converting a portion of our fixed-rate debt to a floating rate. We may elect in the future to enter
into interest rate swaps to effectively convert floating-rate debt to fixed-rate debt and enter into additional fixed-
rate to floating-rate swaps. There can be no assurance that we will not be materially adversely affected by interest
rate changes in the future, notwithstanding our use of interest rate swaps.

in addition, our interest rate swaps, metals hedging and foreign currency and energy risk management activi-
ties expose us to the risk of default by the counterparties to such arrangements. Any such default could have a
material adverse effect on our business, financial condition and results of operations.

Energy Supply and Prices

Our operations and facilities are intensive users of natural gas, electricity and oil. Procurement of these types of
energy can be affected by numerous factors beyond our control, including global and regional supply and
demand, political and economic conditions and problems related to local production and delivery conditions. Our
supply contracts typically provide that suppliers may be released from their delivery obligations to us if certain
“force majeure” events occur. Our business operations could be adversely affected, including loss of production
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and damage to our plants and equipment, if, even temporarily, the supply of energy to one or more of our facili-
ties was interrupted.

A prolonged shortage of supply of energy used in our operations could materially adversely affect our busi-
ness, financial condition, liquidity and results of operations. As a significant portion of our costs relate to energy
consumption, our earnings are directly related to fluctuations in the cost of natural gas, electricity and cil. Energy
prices can be affected by numerous factors beyond our control, including global and regional demand and
supply, and applicable regulatory regimes. The prices for various sources of energy we use may increase signifi-
cantly from current levels. An increase in energy prices could materially adversely affect our business, financial
condition, liquidity and operating results.

Foreign Operations

Some of our activities and related assets are located in countries outside North America, some of which may be
considered to be, or may become, politically or economically unstable. Exploration or development activities in
such countries may require protracted negotiations with host governments, international organizations and other
third parties, including non-governmental organizations, and are frequently subject to economic and political
considerations, such as taxation, nationalization, inflation, currency fluctuations and governmental regutation and
approval requirements, which could adversely affect the economics of projects. These projects and investments
could be adversely affected by war, civil disturbances and activities of foreign governments which limit or disrupt
markets, restrict the movement of funds or supplies or result in the restriction of contractual rights or the taking of
property without fair compensation.

We perform a thorough risk assessment on a country-by-country basis when considering foreign activities and
attempt to conduct our business and financial affairs so as to protect against political, legal, regulatory and eco-
nomic risks applicable to operations in the various countries where we operate, but there can be no assurance
that we will be successful in so protecting ourself. These projects and investments could also be adversely
affected by changes in Canadian laws and regulations relating to foreign trade, investment and taxation.

Market Access

Global and regional demand for metals is influenced by regulatory and voluntary initiatives to restrict or eliminate
the use of certain metals in particular products or applications. Impacts of such measures can be global, creating
non-tariff barriers to international trade and affecting product design and specifications on a global basis. Such
measures could affect the balance between supply and demand and depress metal prices and treatment/refining
charges. Metals with a limited number of major applications are most susceptible to changes in demand and
price in response to such measures.

Production Technology

We believe that the technology we use to produce and process metals is significantly advanced and, in part due
to high investment costs, subject only to slow technological change. However, there can be no assurance that
more economical production or processing technology will not be developed or that the economic conditions in
which current technaology is applied will not change.

Legal Proceedings

The nature of our business subjects us to numerous regulatory investigations, claims, lawsuits and other proceed-
ings in the ordinary course of our business. The results of these legal proceedings cannot be predicted with
certainty. There can be no assurance that these matters will not have a material adverse effect on our results of
operations in any future period, and a substantial judgment could have a material adverse impact on our busi-
ness, financial condition, liquidity and results of operations.

Sulphuric Acid

Sulphur dioxide Is a by-product from the smelting of copper, zinc, nickel and lead sulphide concentrates. We
process sulphur dioxide into sulphuric acid to meet our environmental commitments. Due to increasingly strict
environmental standards worldwide for sulphur dioxide emissions, involuntary production of sulphuric acid by
smelters is growing. The balance of world acid production is largely based on elemental sulphur, whose supply is




now a by-product of cil and gas production, and growing more rapidly than demand. Long term, these factors
may make it more difficult for us to obtain satisfactory prices for our sulphuric acid. However, our production of
sulphuric acid cannot be reduced in response to low prices, or dropping sales volumes, without a corresponding
reduction in our production of metals.

Raw Material Procurement Risks

Procurement of raw materials involves the risks typically connected with co