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Consolidated Balance Sheets As at
(in thousands of Canadian dollars) September 30 December 31
(Unaudited) 2008 2007
$ $
Assets
Current
Cash and cash equivalents 151,069 35,160
Accounts receivable (note 18) 80,829 103,257
Inventory (note 4) 876 4,060
Prepaid and other assets 2,449 1,142
235,223 143,619
Investments (note 5) 5,228 35,603
Investment in Gold Wheaton Gold Corp. (note 6) 228,357 -
Property, plant and equipment (note 7) 909,501 815,376
Intangible assets (note 8) - 6,605
Reclamation deposits 6,485 6,485
1,384,794 1,007,688
Liabilities
Current
Accounts payable and accrued liabilities 42,952 72,405
Deferred revenue (note 10) 27,152 975
70,104 73,380
Long-term deferred revenue (note 10) 369,785 -
Mine closure and site restoration 5,316 5,087
Future income and resource taxes 186,088 178,180
561,189 183,267
631,293 256,647
Shareholders’ equity
Share capital (note 11) 571,751 567,700
Contributed surplus — stock-based compensation (note 12) 12,707 9,816
Retained earnings 176,822 167,960
Accumulated other comprehensive income (note 3) (7,779) 5,565
753,501 751,041
1,384,794 1,007,688

Subsequent event (note 20) and contingencies and litigation (note 19).
The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Segmented Balance Sheets

(in thousands of Canadian dollars)

(Unaudited) Mining Mining
As at September 30, 2008 Operations Services Total
$ $ $
Assets
Cash and cash equivalents 145,369 5,700 151,069
Accounts receivable 50,020 30,809 80,829
Inventory 518 358 876
Prepaid and other assets 1,753 696 2,449
197,660 37,563 235,223
Investments 233,585 - 233,585
Property, plant and equipment 876,839 32,662 909,501
Reclamation deposits 6,485 - 6,485
1,314,569 70,225 1,384,794
Liabilities
Accounts payable and accrued liabilities 28,963 13,989 42,952
Deferred revenue 27,002 150 27,152
55,965 14,139 70,104
Long-term deferred revenue 369,785 - 369,785
Mine closure and site restoration 5,316 - 5,316
Future income and resource taxes 183,540 2,548 186,088
558,641 2,548 561,189
614,606 16,687 631,293
Mining Mining
As at December 31, 2007 Operations Services Total
$ $ $
Assets
Cash and cash equivalents 24,247 10,913 35,160
Accounts receivable 63,148 40,109 103,257
Inventory 3,384 676 4,060
Prepaid and other assets 982 160 1,142
91,761 51,858 143,619
Investments 35,603 - 35,603
Property, plant and equipment 785,054 30,322 815,376
Intangible assets - 6,605 6,605
Reclamation and other deposits 6,485 - 6,485
918,903 88,785 1,007,688
Liabilities
Accounts payable and accrued liabilities 48,402 24,003 72,405
Deferred revenue - 975 975
48,402 24,978 73,380
Mine closure and site restoration 5,087 - 5,087
Future income and resource taxes 175,807 2,373 178,180
180,894 2,373 183,267
229,296 27,351 256,647

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Statements of Operations
(in thousands of Canadian dollars
except earnings per share)

Three months ended
September 30

Nine months ended
September 30

(Unaudited) 2008 2007 2008 2007
$ $ $ $
Operating revenues 76,423 56,767 329,339 216,427

Operating expenses
Expenses, excluding depreciation and amortization 73,352 26,015 251,849 74,874
Depreciation and amortization 16,233 7,080 41,949 17,910
89,585 33,095 293,798 92,784
(13,162) 23,672 35,541 123,643

Expenses

Administration 4,896 1,958 11,912 6,428
Capital taxes - 594 (1,803) 1,316
Depreciation 206 138 624 345
Stock-based compensation (note 12) 856 777 3,419 2,355
Other expenses (income) (note 13) 14,227 1,550 3,388 (5,827)
20,185 5,017 17,540 4,617
Earnings (loss) before taxes and other items (33,347) 18,655 18,001 119,026
Income and resource taxes recovery (expense) 7,814 (6,170) (8,130) (41,359)
Loss of equity investee (note 6) (1,009) - (1,009) -
Net earnings (loss) for the period (26,542) 12,485 8,862 77,667
Basic earnings (loss) per share (note 11(b)) (0.31) 0.15 0.10 0.93
Diluted earnings (loss) per share (note 11(b)) (0.31) 0.15 0.10 0.91

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Segmented Statements of Operations
(in thousands of Canadian dollars)

(Unaudited) Mining Mining
Three months ended September 30, 2008 Operations Services Total
$ $ $
Operating revenues 51,178 25,245 76,423
Operating expenses
Expenses, excluding depreciation and amortization 48,289 25,063 73,352
Depreciation and amortization 13,863 2,370 16,233
62,152 27,433 89,585
(10,974) (2,188) (13,162)
Expenses
Administration 4,896 - 4,896
Depreciation 206 - 206
Stock-based compensation 371 485 856
Other expenses (income) 5,979 8,248 14,227
11,452 8,733 20,185
Earnings (loss) before taxes and other items (22,426) (10,921) (33,347)
Income and resource taxes recovery 6,461 1,353 7,814
Loss of equity investee (1,009) - (1,009)
Net earnings (loss) for the period (16,974) (9,568) (26,542)
Mining Mining
Nine months ended September 30, 2008 Operations Services Total
$ $ $
Operating revenues 217,693 111,646 329,339
Operating expenses
Expenses, excluding depreciation and amortization 144,587 107,262 251,849
Depreciation and amortization 34,976 6,973 41,949
179,563 114,235 293,798
38,130 (2,589) 35,541
Expenses
Administration 11,912 - 11,912
Capital taxes (1,803) - (1,803)
Depreciation 624 - 624
Stock-based compensation 1,801 1,618 3,419
Other expenses (income) (4,393) 7,781 3,388
8,141 9,399 17,540
Earnings (loss) before taxes and other items 29,989 (11,988) 18,001
Income and resource taxes recovery (expense) (8,046) (84) (8,130)
Loss of equity investee (1,009) - (1,009)
Net earnings (loss) for the period 20,934 (12,072) 8,862

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Statements of Cash Flow
(in thousands of Canadian dollars)

Three months ended
September 30

Nine months ended
September 30

(Unaudited) 2008 2007 2008 2007
$ $ $ $
Operating activities
Net earnings (loss) for the period (26,542) 12,485 8,862 77,667
Non-cash items
Depreciation and amortization 16,439 7,218 42,573 18,255
Amortization of line of credit transaction costs 156 - 156 -
Stock-based compensation 856 777 3,419 2,355
Future income and resource taxes 62 7,046 10,559 23,822
Interest on deferred payment obligation - 63 - 188
Gain on disposal of shares - (3,960) (8,461) (15,480)
Gain on disposal of fixed assets 3) (97) -
Gain on sale of mineral exploration properties - - - 1,077
Write-down of mineral exploration properties - - - (2,354)
Write-down of investment 10,000 - 10,000 -
Write-down of intangible assets 4,128 - 4,128 -
Provision for doubtful accounts 4,242 - 4,242 -
(Increase) decrease in value of investments held for
trading 474 788 727 (146)
Loss of equity investee 1,009 - 1,009 -
Other 544 (136) 443 (306)
11,365 24,281 77,560 105,078
Net change in non-cash working capital (11,492) 3,305 (8,360) 11,287
(127) 27,586 69,200 116,365
Financing activities
Common shares issued 2,173 1,027 2,814 4,049
Bank indebtedness — advance - - 45,837 -
Bank indebtedness — payment (20,372) - (45,837) -
(18,199) 1,027 2,814 4,049
Investing activities
Investments - - (10,000) (2,821)
Property, plant and equipment (41,224) (55,443) (139,625) (149,689)
Proceeds on sale of gold equivalent units 175,000 - 175,000 -
Gold Wheaton transaction costs (4,366) - (4,366) -
Proceeds from disposal of investments - 25,512 21,441 25,512
Other - (334) - (334)
129,410  (30,265) 42,450 (127,332)
Effect of exchange rate changes on cash 513 - 1,445 -
Change in cash and cash equivalents for the period 111,597 (1,652) 115,909 (6,918)
Cash and cash equivalents — beginning of period 39,472 109,851 35,160 115,117
Cash and cash equivalents — end of period 151,069 108,199 151,069 108,199

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Segmented Statements of Cash Flow

(in thousands of Canadian dollars)

(Unaudited) Mining Mining
Three months ended September 30, 2008 Operations Services Total
$ $ $
Operating activities
Net earnings (loss) for the period (16,974) (9,568) (26,542)
Non-cash items
Depreciation and amortization 14,069 2,370 16,439
Write-downs 10,000 8,370 18,370
Loss of equity investee 1,009 - 1,009
Other 1,607 482 2,089
9,711 1,654 11,365
Net change in non-cash working capital (7,357) (4,135) (11,492)
2,354 (2,481) (127)
Financing activities
Common shares issued 2,173 - 2,173
Bank indebtedness (20,372) - (20,372)
Investing activities
Property, plant and equipment (35,694) (5,530) (41,224)
Other 170,634 - 170,634
Effect of exchange rate changes on cash - 513 513
Change in cash and cash equivalents for the period 119,095 (7,498) 111,597
Cash and cash equivalents — beginning of period 26,274 13,198 39,472
Cash and cash equivalents — end of period 145,369 5,700 151,069
Mining Mining
For the nine months ended September 30, 2008 Operations Services Total
$ $ $
Operating activities
Net earnings (loss) for the period 20,934 (12,072) 8,862
Non-cash items
Depreciation and amortization 35,600 6,973 42,573
Write-downs 10,000 8,370 18,370
Loss of equity investee 1,009 - 1,009
Other 5,225 1,521 6,746
72,768 4,792 77,560
Net change in non-cash working capital (4,347) (4,013) (8,360)
68,421 779 69,200
Financing activities
Common shares issued 2,814 - 2,814
Investing activities
Property, plant and equipment (132,188) (7,437) (139,625)
Other 182,075 - 182,075
Effect of exchange rate changes on cash - 1,445 1,445
Change in cash and cash equivalents for the period 121,122 (5,213) 115,909
Cash and cash equivalents — beginning of period 24,247 10,913 35,160
Cash and cash equivalents — end of period 145,369 5,700 151,069

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Statements of Comprehensive Income
(in thousands of Canadian dollars)

(Unaudited) Three months Nine months
ended ended
September 30 September 30
2008 2007 2008 2007
$ $ $ $
Net earnings (loss) for the period (26,542) 12,485 8,862 77,667

Other comprehensive income, net of tax
Unrealized gains (loss) on available for sale

investments (note 3) (7,879) (2,289) (15,681) 3,745
Cumulative translation adjustment (note 3) 513 - 1,074 -
Comprehensive income (loss) (33,908) 10,196 (5,745) 81,412

Consolidated Statements of Retained Earnings
(in thousands of Canadian dollars)

(Unaudited) Three months Nine months
ended ended

September 30 September 30
2008 2007 2008 2007
$ $ $ $
Retained earnings — beginning of period 203,364 123,195 167,960 58,013
Net earnings (loss) for the period (26,542) 12,485 8,862 77,667
Retained earnings — end of period 176,822 135,680 176,822 135,680

The accompanying notes are an integral part of these consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the three and nine months ended September 30, 2008 and 2007
(amounts in thousands of Canadian dollars except where otherwise noted)
(Unaudited)

Nature of operations

FNX Mining Company Inc. (“FNX” or the “Company”) is a Canadian company active in the
mineral resource business, which includes the acquisition, exploration, development and
mining of mineral properties. FNX’s mineral properties are located in the Sudbury mining
district of Canada from which the Company currently produces and sells nickel, copper,
platinum, palladium, gold and cobalt, with nickel being the most significant to the Company to
date.

On October 15, 2007, the Company acquired a mining services business (“Mining
Services”) from Sherritt International Corporation (“Sherritt”), comprised of a Canadian
mining services division and the shares of Dynatec Mining Corporation (“DMC”), which
provides mining services in the United States. The consolidated financial statements include
the results of operations for Mining Services commencing October 16, 2007 and,
accordingly, segmented results of operations and cash flow information is presented only for
the period January 1 to September 30, 2008.

Accounting policies and basis of presentation

The unaudited interim consolidated financial statements of FNX have been prepared in
accordance with accounting principles generally accepted in Canada using the same
accounting policies as those disclosed in note 2 to FNX's audited consolidated financial
statements for the year ended December 31, 2007, except as noted below. Generally
accepted accounting principles (“GAAP”) for interim consolidated financial statements do not
conform in all respects to the disclosures required for annual consolidated financial
statements and, accordingly, these unaudited interim consolidated financial statements
should be read in conjunction with FNX's audited annual consolidated financial statements
and accompanying notes. In the opinion of management, all adjustments considered
necessary for the fair presentation of results for the periods presented have been reflected in
these unaudited interim consolidated financial statements. These adjustments consist only
of normal recurring adjustments.

On July 15, 2008, the Company entered into an agreement with Gold Wheaton Gold Corp.
(“Gold Wheaton”, formerly known as Kadywood Capital Corp.), whereby the Company
agreed to sell 50% of the gold, platinum and palladium production from certain of its deposits
for consideration of $175 million in cash, 350 million of Gold Wheaton common shares with a
fair value of $175 million representing approximately 38% of Gold Wheaton’s basic shares
outstanding to the Company, and a deferred payment of $50 million in Gold Wheaton
warrants, shares or cash on January 15, 2009. The investment in Gold Wheaton has been
accounted for using the equity method whereby the Company’s share of Gold Wheaton's
earnings and losses is included in the statement of operations and the Company’s
investment therein adjusted by an equivalent amount.

€)) Changes in accounting policies

Effective January 1, 2008, the Company prospectively adopted the Canadian Institute of
Chartered Accountants (“CICA”") Handbook Section 1535, Capital Disclosures, Section 3862,
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Financial Instruments - Disclosures and Section 3863, Financial Instruments - Presentations.
Section 1535 establishes disclosure requirements about an entity’s capital and how it is
managed. The purpose is to enable users of the financial statements to evaluate objectives,
policies and processes for managing capital. Sections 3862 and 3863 replaced Section
3861, Financial Instruments - Disclosure and Presentation, and increases emphasis on
disclosure of the nature and extent of risks arising from financial instruments and how the
entity manages those risks. Application of these pronouncements did not have an impact on
the reported results of operations.

Effective January 1, 2008, the Company prospectively adopted CICA Handbook Section
3031 recommendations relating to the accounting for inventories which revises and
enhances the requirements for assigning costs to and disclosure of inventories. Application
of this pronouncement did not have an impact on the reported results of operations.

(b) New accounting pronouncements

In February 2008, the CICA issued Section 3064, Goodwill and Intangible Assets, which
replaces Section 3062, Goodwill and Other Intangible Assets and Section 3450, Research
and Development Costs. These sections provide more specific guidances on the recognition
of internally developed intangible assets and require that research and development
expenditures be evaluated against the same criteria as expenditures for intangible assets.
These sections standardize Canadian GAAP with International Financial Reporting
Standards (“IFRS”) and apply to interim and annual statements relating to fiscal years
beginning on or after October 1, 2008. These standards are not expected to have a material
impact on the Company’s consolidated financial statements.

In February 2008, the Canadian Accounting Standards Board confirmed that use of IFRS will
be required for publicly accountable profit-oriented enterprises. The official changeover date
is for interim and annual financial statements relating to fiscal years beginning on or after
January 1, 2011. The Company is currently evaluating the impact of adopting IFRS.

Accumulated other comprehensive income
The following table summarizes information regarding FNX's accumulated other

comprehensive income (“*OCI”) as at and for the nine months ended September 30, 2008
and 2007:

2008 2007

$ $

Balance — beginning of period 5,565 -
Adjustment at beginning of period due to change in

accounting for available-for-sale* assets - 16,507

Changes in fair value of available-for-sale’ assets (15,681) 3,745

Reclassification adjustment of gains included

in net income® (7,145) (12,704)

Reclassification adjustment for write down of investment’ 8,408 -

Cumulative translation adjustment 1,074 -

Balance — end of period (7,779) 7,548

! Tax impact of $nil (2007 - $3,648)

% Tax impact of ($2,447) (2007 — ($1,559))
® Tax impact of $1,115 (2007 - $2,074)

* Tax impact of $1,312 (2007 - $nil)
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Inventory
September December
30 31
2008 2007
$ $

In-process
Cash costs 319 1,618
Non-cash costs 199 997
518 2,615
Pre-production - 769
Supplies 358 676
876 4,060

Mining Operations in-process inventory represents the cost of ore that has been mined and
brought to surface but has not been shipped to Vale Inco Limited (“Vale Inco”), for
concentrating, smelting and refining as at the balance sheet date. Cash costs include mining
costs and all costs up to and including crushing but not haulage to the concentrator. Non-
cash costs represent the amount of mine depreciation and amortization deferred to in-
process inventories as at the balance sheet date. The mine depreciation and amortization
included in the carrying value of in-process inventories is charged to the Mining Operations
depreciation and amortization expense category of the statement of operations when the ore
is shipped to Vale Inco.

The supplies inventory relates to Mining Services and includes spare parts, consumable
operating supplies as well as the cost of inventory held on construction sites for installation at
customers’ facilities.

Investments
September 30, 2008 December 31, 2007
Shares Amount Shares Amount
#000s $ #000s $
Fieldex Exploration Inc. 6,500 553 6,500 1,723
INV* (common shares) 7,662 1,839 7,662 6,895
INV (common share purchase warrants) 3,154 59 3,154 786
Lake Shore Gold Corp. 1,500 1,725 13,300 23,275
SRA? 3,509 - - -
Superior Diamonds Inc. 6,861 892 6,861 2,573
Visible Gold Mines Inc. 1,066 160 1,066 351
5,228 35,603

! International Nickel Ventures Corporation (“INV”)
2 Strategic Resource Acquisition Corporation (“SRA”)

During the nine months ended September 30, 2008, the investments were measured at a fair
value of $5.2 million resulting in a revaluation loss of $15.7 million, net of tax, recognized in
accumulated OCI.

Pursuant to an agreement dated February 6, 2008, FNX acquired 3.509 million common
shares of SRA or approximately 10.7% of the, at that time, issued and outstanding common
shares of SRA through a private transaction. The shares were acquired at $2.85 per share,
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which represented a 5% discount to the closing pricing of the SRA common shares on
January 31, 2008, the date the negotiations had commenced. Mining Services provided
contract mining services to a wholly-owned subsidiary of SRA in the United States (note
18(a)) until October 9, 2008.

In light of SRA’s financial difficulties, the precipitous decline in metal prices including zinc,
and the recent turmoil in the debt and equity markets, the Company has concluded that the
fair value of the SRA investment has experienced an other-than-temporary decline in fair
value. Accordingly, FNX has written off the investment at September 30, 2008 (note 18(a)).

Investment in Gold Wheaton Gold Corp.

On July 15, 2008, FNX entered into an agreement with Gold Wheaton whereby the Company
agreed to sell 50% of the contained gold, platinum and palladium metal in ore mined and
shipped from the Company’s PM and 700 Deposits at the McCreedy West Mine, the Levack
Footwall, Rob’s and 1900 Deposits at the Levack Mine, and the 2000 and North Deposits at
the Podolsky Mine in consideration for an up-front cash payment of $175 million and 350
million of Gold Wheaton common shares with a fair value of $175 million representing
ownership of approximately 38% of Gold Wheaton’s basic shares outstanding, and deferred
warrants with a fair value of $50 million that will be converted on January 15, 2009 into either
Gold Wheaton share purchase warrants, shares or cash, and pay, on an ongoing basis, a
cash payment equal to the lesser of US$400 (subject to an inflationary adjustment three
years after the anniversary date) per gold equivalent ounce and the then prevailing market
price per ounce of gold.

The common shares of Gold Wheaton issued to FNX are subject to a statutory hold period
which expires on November 16, 2008. Commencing July 15, 2008, 25% of the Gold
Wheaton common shares are being released from escrow every six months.

In addition to FNX's 38% ownership of the outstanding shares of Gold Wheaton, the
Company has been granted the right to nominate two directors for membership on the Board
of Directors which, combined, constitute a position of significant influence over Gold
Wheaton. Consequently, the Company has recorded the Gold Wheaton investment on an
equity basis whereby the Company’s proportionate share of reported Gold Wheaton income
or loss is added to or deducted from the carrying value of its investment.

September 30

2008

$

Initial investment 175,000
Transaction costs 4,366
Loss of equity investee (1,009)
178,357

Deferred share purchase warrants, shares or cash 50,000
Balance, end of period 228,357

As at September 30, 2008 the market value of FNX's 350 million Gold Wheaton shares was
approximately $308.0 million and the Company’s interest in Gold Wheaton was 37.5%.
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Property, plant and equipment
September 30, 2008
Accumulated

Cost amortization Net
$ $ $
Mining
Levack Complex
Property and development 280,377 55,576 224,801
Plant and equipment 101,074 19,411 81,663
381,451 74,987 306,464
Podolsky
Property and development 147,225 8,973 138,252
Plant and equipment 32,149 4,038 28,111
179,374 13,011 166,363
Exploration 402,516 - 402,516
Corporate 3,036 1,540 1,496
Mining Operations 966,377 89,538 876,839
Mining Services 38,368 5,706 32,662
1,004,745 95,244 909,501
December 31, 2007
Accumulated
Cost amortization Net
$ $ $
Mining
Levack Complex
Property and development 248,371 42,697 205,674
Plant and equipment 81,077 11,353 69,724
329,448 54,050 275,398
Property under development
Podolsky 136,988 - 136,988
Exploration 371,182 - 371,182
Corporate 2,402 916 1,486
Mining Operations 840,020 54,966 785,054
Mining Services 31,466 1,144 30,322
871,486 56,110 815,376

@) Levack Complex

The Levack Complex is located in the Sudbury mining district of Ontario and is comprised of
two adjacent mining operations, the McCreedy West and Levack mines. The two adjacent
properties are considered to be one mining operation as they are integrated from an
operational perspective, produce similar ore and sell all production to the same purchaser,
Vale Inco (note 20).

FNX holds a 100% interest in the Levack Complex.
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Podolsky is located in the Sudbury mining district region of Ontario. Commencing January 1,
2008, mining revenues and expenses from ore mined from the Podolsky property have been
included in the statement of operations and the accumulated costs to date were transferred
from property under development to the appropriate categories of mining property and
development and plant and equipment.

(b) Podolsky

FNX holds a 100% interest in Podolsky.

(c) Mineral exploration properties

The carrying value of the mineral exploration properties represents the accumulated costs to
date for the acquisition and exploration costs incurred by FNX on its non-producing mineral
exploration properties. Mineral exploration properties are not being amortized. FNX's
mineral exploration properties are comprised as follows:

September 30 December 31

2008 2007

$ $

Levack Footwall 295,847 269,773
Aurora Properties 91,976 91,507
Victoria 9,487 6,359
Kirkwood 2,479 2,480
Podolsky Nickel Ramp 2,727 1,063
402,516 371,182

As at September 30, 2008, FNX held a 100% interest in the Levack Footwall, Podolsky
Nickel Ramp, Victoria and Kirkwood mineral exploration properties, all of which are located in
the Sudbury mining district of Ontario. The Levack Footwall Deposit is located on the Levack
property but is at the advanced exploration stage. The Podolsky Nickel Ramp project is
located on the Podolsky property but is at the exploration stage.

A 15,000 ton bulk sample was extracted from the 4000 Level exploration drift accessed from
Xstrata Nickel's Craig Mine and 10,683 tons thereof were shipped to Vale Inco for
processing at the Clarabelle Mill in early July 2008. Final analytical results from the shipped
tonnage are pending; however preliminary grades combined with management’s estimated
payable metals and processing cost terms, resulted in a $5.8 million pre-production credit to
the carrying value of the Levack Footwall Deposit in the quarter.

The Aurora Properties are located in the Sudbury mining district of Ontario as all non-
Sudbury properties were sold during 2007. All of the Aurora Properties and the Levack
Footwall, Victoria, Kirkwood and Podolsky Nickel Ramp properties are in the exploration
stage and there can be no assurance that commercially viable mineral deposits or reserves
exist therein.

The Aurora Properties are subject to a joint venture agreement (the “Falconbridge Joint
Venture”) with Xstrata Nickel (“Xstrata Nickel”), a business unit of Xstrata Canada
Corporation. As at December 31, 2007, the Company and Xstrata Nickel held a 78% and
22% interest, respectively (2006 - 74% and 26%), in the Falconbridge Joint Venture. As
Xstrata Nickel has elected not to participate in the 2008 exploration program, Xstrata Nickel's
interest will continue to be diluted for the year. The Company is the operator of the
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Falconbridge Joint Venture. FNX holds between 30% and 100% interests in the Aurora
Properties.

(d) Corporate

Corporate assets consist of vehicles, computer hardware and software, office equipment,
and furniture and fixtures at the Toronto head office and the Sudbury exploration office.

Intangible assets

September 30 December 31

2008 2007

$ $

Cost 7,431 7,431
Accumulated amortization (3,303) (826)
Write-down (4,128) -
- 6,605

Intangible assets arose from the acquisition of Mining Services from Sherritt on October 15,
2007.

In the third quarter of 2008, FNX concluded that events and changes in circumstances have
indicated that the carrying value of FNX's intangible assets may not be recoverable. The
triggering event and change in circumstances includes both the deterioration of capital
markets, credit markets, and commaodities markets in the third quarter of 2008, as well as the
recent loss of several customer contracts which made up a significant balance of the
intangible assets. FNX performed an impairment analysis in accordance with Section 3063 —
Impairment of Long-Lived Assets, which compared the carrying values of all intangible
assets with their fair values. Based on the analysis performed, it was determined that there
remains no future value in FNX’s intangible assets and they have, therefore, been written
down to $nil, with the $4.1 million unamortized balance being charged to the statement of
operations in the third quarter of 2008 (note 13).

Bank indebtedness

On April 1, 2008, the Company established a US$100 million secured line of credit facility
(the “LOC") with a consortium of major banks, which provides the Company with the right to
borrow for working capital and general corporate purposes. The LOC matures on March 31,
2009, subject to an extension option as well as a right to elect a one-year term out of the
LOC, in which case repayment of outstanding amounts is made in four equal installments
commencing on June 30, 2009 and ending on March 31, 2010. Borrowings may be made in
the form of United States Base Rate loans or London Interbank Offered Rate (“LIBOR")
loans. Borrowings bear interest, when drawn, at the United States Base Rate (plus a margin
ranging from 0.250% to 0.875%) or at LIBOR (plus a margin ranging from 1.250% to
1.875%) depending on the Company’s current leverage ratio and whether the LOC has been
converted from revolving to non-revolving. The LOC is secured by a first priority general
security interest in all present and future personal property pursuant to a general security
agreement (subject to permitted encumbrances) and contains covenants and events of
defaults customary to this type of facility. Costs associated with establishing the LOC were
deferred and will be amortized over a two year period.
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As at September 30, 2008, the Company had no amounts drawn down on the revolving
LOC.

Deferred revenue

On July 15, 2008, Gold Wheaton paid FNX an up-front cash payment of $175 million, issued
to FNX 350 million Gold Wheaton common shares with a fair value of $175 million and a
deferred warrant of $50 million payable in Gold Wheaton warrants, shares or cash on
January 15, 2009, for a total of $400 million in deferred revenue. Gold Wheaton will also
pay, on an ongoing basis, a cash payment equal to the lesser of US$400 (subject to an
inflationary adjustment three years after the anniversary date) per gold equivalent ounce and
the then prevailing market price per ounce of gold.

Deferred revenue is recognized in the statement of operations on the basis of the proportion
of gold equivalents sold to Gold Wheaton over the Life of Mine of the Gold Wheaton
deposits.

September 30 December 31

2008 2007

$ $

Opening balance 975 -
Recognized in revenue — DMC (825) -
Deferred payment received 400,000 975
Recognized in revenue — Gold Wheaton (3,213) -
396,937 975

Less: Current portion — Gold Wheaton 27,002 -
Less: Current portion — Mining Services 150 975
Long-term portion 369,785 -

Current and long-term deferred revenue amounts were allocated based on the estimated
production of gold equivalent units in the next year expressed as a percentage of total
expected production over the life of the deposits subject to the Gold Wheaton agreement.

Share capital and earnings per share

The following table summarizes information regarding FNX's share capital as at and for the
nine months ended September 30, 2008 and 2007:

(@) Common shares issued and outstanding *
2008 2007

Shares Amount Shares Amount
#000s $ #000s $
Balance — beginning of period 84,564 567,700 83,736 560,266
Stock options exercised 313 2,814 614 4,049
From contributed surplus (note 12) - 1,237 - 1,632
Share cancellation (note 12) - - (490) (6,811)
Balance — September 30 84,877 571,751 83,860 559,136

! FNX is authorized to issue an unlimited number of common shares.
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(b) Earnings (loss) per share
Three months ended Nine months ended
September 30 September 30
2008 2007 2008 2007
Net earnings(loss) available to shareholders($)
Basic and diluted (26,542) 12,485 8,862 77,667
Weighted average shares outstanding (#000s)
Basic 84,724 83,814 84,659 83,943
Effect of dilutive stock options - 1,286 144 1,145
Diluted 84,724 85,100 84,803 85,088
Stock options excluded from dilution 1416 24 1.250 233
Earnings (loss) per share
Basic ($0.31) $0.15 $0.10 $0.93
Diluted ($0.31) $0.15 $0.10 $0.91

Contributed surplus

The following table summarizes information regarding FNX's contributed surplus as at and

for the nine months ended September 30, 2008 and 2007:

2008 2007

$ $

Balance — beginning of period 9,816 7,710
Stock-based compensation 4,128 1,717
Transfer of exercised options to share capital (note 11) (1,237) (1,632)
Receipt and cancellation of shares - 3,760
Balance — end of period 12,707 11,555

The following table summarizes information regarding FNX's stock-based compensation

expense for the three and nine months ended September 30, 2008 and 2007:

Three months ended Nine months ended
September 30 September 30
2008 2007 2008 2007
$ $ $ $
Stock options 1,322 665 4,128 1,717
Deferred share units (466) 112 (709) 638
856 777 3,419 2,355

FNX has two stock-based compensation plans: a stock option plan (the “Option Plan”); and
a deferred share unit plan (the “DSU Plan”). The Board of Directors has implemented a
policy requiring all directors, the Chief Executive (“CEQO”) and the Chief Financial Officer
(“CFQO”) to hold a minimum number of common shares and/or deferred share units within five
years of their appointment. The required shareholding is for directors, 5,000 common
shares, for the Chief Executive Officer the requirement is equal to the value of that number of
common shares representing two times the amount of the CEQO’s base salary and, for the

CFO, the requirement is 5,000 common shares.
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The Option Plan is for directors, officers, employees and certain individuals that provide
ongoing services to FNX. Under the Option Plan, options may be granted for a term not
exceeding a five year period and in such numbers as reflects the level of responsibility of the
particular optionee and his or her contribution to the business and activities of FNX. Options
granted under the Option Plan vest at the discretion of the Board of Directors or the
Compensation Committee. Effective January 1, 2005, the Board established a policy
pursuant to which options would vest as to 33.3% each year on the anniversary date of each
of the first three years following the grant date. Options are not assignable and, except in
specified circumstances, terminate upon the optionee ceasing to be employed by or
associated with FNX. The exercise price of each option may not be less than the closing
price of the common shares on the last trading day immediately preceding the date the
options are granted.

(@) Stock option plan

The following table summarizes information regarding FNX's outstanding and exercisable
stock options as at September 30, 2008:

QOutstanding Exercisable
Weighted Weighted
Range of Weighted average average
exercise average exercise exercise
prices months price price
per share Shares remaining per share Shares per share
$ #000s # $ #000s $
5.04 to 6.85 12 11 5.04 12 5.04
7.40 203 18 7.40 203 7.40
8.15t0 12.99 434 30 10.87 279 10.39
13.00 68 27 13.00 39 13.00
13.01to0 13.83 177 31 13.60 130 13.65
14.01 to 18.04 140 35 15.58 38 15.48
18.05 to 29.66 987 13 25.12 40 23.05
30.20 to 34.65 49 44 31.30 16 31.16
37.53 281 50 37.53 - -

2,351 757
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The following table summarizes information regarding FNX's stock options as at and for the
three and six months ended September 30, 2008:

Three months ended Nine months ended
Weighted Weighted
average average
exercise exercise
price price
Shares per share Shares per share
#000s $ #000s $
Balance — beginning of period 2,522 20.61 1,959 18.07
Granted 118 12.23 937 23.61
Exercised (168) 6.97 (313) 9.00
Forfeited/cancelled (121) 29.81 (232) 26.26
Balance — end of period 2,351 20.67 2,351 20.67

For purposes of stock-based compensation, the fair value of each option was estimated on
the date of grant using the Black-Scholes option pricing model with the weighted average
assumptions used for grants as follows: dividend yield of 0% (2007 - 0%), expected volatility
of 45% (2007 - 42%), risk-free interest rate of 3.0% (2007 - 4.0%) and expected life of 36
months (2007 - 36 months).

(b) Deferred share units plan

The purpose of the DSU Plan is to promote a greater alignment of interests between
shareholders and Directors and executive employees by linking a portion of Director
compensation and executive employee bonuses to the future value of FNX's common
shares. The DSU Plan is only eligible to Directors and executive employees of FNX and is to
allow Directors and executive employees the choice to receive, in increments of 25%, up to
100% of their director compensation or management bonus in the form of DSUs rather than
by way of cash. Under the terms of the DSU Plan, the number of DSUs granted is based
upon the fair market value of FNX’s common shares at that time. DSUs are only paid out
upon the Director's or executive employee’s death or resignation from the Board or the
Company. Included in accrued liabilities is $546 related to 43,436 DSUs.
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Three months ended
September 30

Other expenses (income)

Nine months ended
September 30

2008 2007 2008 2007
$ $ $ $
Gain on disposal of investments - - (8,461) -
Foreign exchange (gain)/loss (3,610) 5,990 (5,723) 14,584
Interest income (1,104) (1,301) (1,595) (3,538)
Gain on sale of fixed assets 3) - (97) -
Interest on bank indebtedness 161 - 374 -
(Gain)/loss on investments held for trading 474 788 727 (146)
Write-down of intangible assets (note 8) 4,128 - 4,128 -
Provision for doubtful accounts (note 18(a)) 4,242 - 4,242 -
Write-down of investment (note 5) 10,000 - 10,000 -
Gain on disposal of Dynatec shares - - - (11,520)
Gain on sale of mineral exploration - - - (2,354)
properties
Management fees - (30) - (93)
Interest on deferred payment obligation - 63 - 188
Write-down of mineral exploration - - - 1,077
properties
Gain on disposal of Sherritt shares - (3,960) - (3,960)
Miscellaneous (61) - (207) (65)
14,227 1,550 3,388 (5,827)

Supplementary cash flow information
Three months ended
September 30

Nine months ended
September 30

2008 2007 2008 2007
$ $ $ $

Net change in non-cash working capital
Accounts receivable 23,705 6,433 22,428 (7,941)
Inventory 154 2 3,184 466
Prepaid and other assets (1,164) (353) (1,307) (896)
Accounts payable and accrued liabilities (30,974) (2,777) (29,452) 19,658
Deferred revenue (3,213) - (3,213) -
(11,492) 3,305 (8,360) 11,287

Other information

Interest paid 161 - 374 -
Income and resource taxes paid 982 925 2,478 8,263

Related party transactions

INV terminated the January 1, 2006 agreement between FNX and INV effective December
31, 2007 and, other than one common director, FNX and INV do not have any common
directors, officers or employees. Accordingly, INV ceased to be a related party at that time.
During the nine month period ended September 30, 2007, FNX invoiced INV $162 for

services provided under the agreement.
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Segmented information

FNX has two operating segments: Mining Operations and Mining Services, which was

acquired on October 15, 2007.

The Mining Operations segment operates in one geographic location, Ontario, Canada, and
is responsible for mineral exploration, development and mining.

The Mining Services segment, comprised of the Canadian mining services division and
DMC, provides mining and civil underground construction services in Canada and the United

States.

The following table summarizes information regarding FNX's operations by geographic
location as at and for the three and nine month periods ended September 30, 2008.

Operating revenues

Operating expenses
Expenses, excluding depreciation and amortization
Depreciation and amortization
Othe