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IMPORTANT SPECIAL MEETING OF PHELPS DODGE SHAREHOLDERS
August 25, 2006
Dear Fellow Shareholder:

You are cordially invited to attend a special meeting of the shareholders of Phelps Dodge Corporation, to be held
on September 25, 2006, at 9:00 a.m. (MST), at The Heard Museum, 2301 North Central Avenue, Phoenix, Arizona.
At the special meeting you will be asked to approve four proposals presented for your consideration.

The proposals relate to Phelps Dodge s agreement to combine with Inco Limited to create an industry-leading,
diversified metals and mining company. The combined company would have one of the industry s most exciting
portfolios of development projects and the scale and management expertise to pursue their development successfully.
The creation of this new company would give us the size and diversification to better manage cyclicality, stabilize
earnings and increase shareholder returns.

Phelps Dodge first announced this transaction on June 26, 2006. Under the terms of a combination agreement
between Phelps Dodge and Inco, Phelps Dodge will acquire all of the outstanding common shares of Inco for a
combination of cash and common shares of Phelps Dodge having a value of Cdn.$84.99 (U.S.$76.50) per Inco share,
based upon the closing price of Phelps Dodge stock and the closing U.S./Canadian dollar exchange rate on August 24,
2006. Each shareholder of Inco would receive 0.672 shares of Phelps Dodge common stock plus Cdn.$20.25 (or, at
such holder s option, the U.S. dollar equivalent) per share in cash for each Inco common share. The Phelps Dodge
board of directors also announced, as part of the transaction, a share repurchase program, to be commenced after
closing, of up to $5.0 billion.

The combination will be effected pursuant to a plan of arrangement under Section 192 of the Canada Business
Corporations Act under which Phelps Dodge Canada Inc., our recently formed, wholly owned subsidiary, will acquire
all of Inco s outstanding common shares and Inco will amalgamate with a wholly owned subsidiary of Phelps Dodge
Canada Inc.

In order to complete the proposed transaction, we are asking you to approve the following proposals, together with
two proposals regarding adjournment of the meeting:

1. a proposal to amend and restate Phelps Dodge s restated certificate of incorporation in the form attached as
Annex B to the proxy statement to which this letter is attached, which we refer to as the charter amendment
proposal, to (i) change the company s name to Phelps Dodge Inco Corporation from Phelps Dodge Corporation,
(ii) increase the number of authorized shares of the common stock of Phelps Dodge from 300 million to
800 million and (iii) increase the maximum number of members of Phelps Dodge s board of directors from 12 to
15; and

2. the proposed issuance of Phelps Dodge common stock to Inco securityholders in connection with the
combination of Phelps Dodge with Inco, which we refer to as the share issuance proposal.

Approval of the charter amendment proposal requires the affirmative vote of a majority of all outstanding shares
of Phelps Dodge common stock entitled to vote on the matter. Approval of the share issuance proposal requires the
affirmative vote of a majority of the votes cast on such matter, provided that the total vote cast on the proposal
represents a majority of all outstanding shares of Phelps Dodge common stock entitled to vote on the matter.

Your board of directors has determined that the charter amendment proposal, the share issuance proposal
and the combination is in the best interest of Phelps Dodge and its shareholders, has unanimously approved the
charter amendment proposal and the share issuance proposal, and unanimously recommends that you vote

FOR approval of the charter amendment proposal and FOR the share issuance proposal.

Detailed information regarding the two proposals is contained in the accompanying proxy statement. In view of
the importance of the actions to be taken at the special meeting, we urge you to read the accompanying proxy
statement carefully. Regardless of the number of shares you own, we request that you
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complete, sign, date and mail the enclosed proxy card promptly in the accompanying envelope, which requires no
postage if mailed in the United States. You may also vote your shares by telephone or through the Internet by
following the instructions on the enclosed proxy card or voting instruction form.

You may, of course, attend the special meeting and vote in person, even if you have previously returned your
proxy card.

YOUR VOTE IS IMPORTANT. Regardless of the number of shares of Phelps Dodge common stock you own,
we urge you to vote  FOR approval of the charter amendment proposal and FOR  the share issuance proposal. Finally,
if you have any questions or need assistance in voting your shares of Phelps Dodge common stock, please call D.F.
King & Co., Inc., which is assisting Phelps Dodge, toll-free at 1-800-659-5550 (U.S. and Canada). Non-U.S. or
non-Canadian investors may contact D.F. King at +44 20 7920 9700.

On behalf of your board of directors, thank you for your continued support and cooperation.

Sincerely,

J. Steven Whisler
Chairman and Chief Executive Officer

This proxy statement is dated August 25, 2006 and is expected to be first mailed to our shareholders on or
about August 25, 2006.
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NOTICE OF SPECIAL MEETING OF SHAREHOLDERS
TO THE SHAREHOLDERS OF PHELPS DODGE CORPORATION:
A special meeting of shareholders of Phelps Dodge Corporation will be held at The Heard Museum, 2301 North
Central Avenue, Phoenix, Arizona, on September 25, 2006, at 9:00 a.m. (MST), for the following purposes:

1. to consider and vote on a proposal to amend and restate Phelps Dodge s restated certificate of incorporation
to (i) change the company s name to Phelps Dodge Inco Corporation from Phelps Dodge Corporation, (ii) increase
the number of authorized shares of Phelps Dodge common stock from 300 million to 800 million shares and
(iii) increase the maximum number of members of Phelps Dodge s board of directors from 12 to 15;

2. to consider and vote on the proposed issuance of Phelps Dodge common stock, par value $6.25 per share, to
Inco securityholders in connection with the combination of Phelps Dodge with Inco;

3. in the event that there are not sufficient votes for approval of the charter amendment proposal at the special
meeting, to consider and vote upon any proposal to postpone or adjourn the special meeting to a later date to solicit
additional proxies with respect to such proposal, which we refer to as the charter amendment adjournment
proposal;

4. in the event that there are not sufficient votes for approval of the share issuance proposal at the special
meeting, to consider and vote upon any proposal to postpone or adjourn the special meeting to a later date to solicit
additional proxies with respect to such proposal, which we refer to as the share issuance adjournment proposal;
and

5. to conduct any other business as may be properly brought before the special meeting.

Your board of directors has determined that the charter amendment proposal, the share issuance proposal
and the combination is in the best interest of Phelps Dodge and its shareholders, has unanimously approved the
charter amendment proposal and the share issuance proposal, and unanimously recommends that you vote

FOR approval of the charter amendment proposal, FOR the share issuance proposal, FOR the charter
amendment adjournment proposal and FOR the share issuance adjournment proposal.

Only holders of record of the common stock of Phelps Dodge at the close of business on August 24, 2006 will be
entitled to notice of and to vote at the special meeting or at any adjournments or postponement of the special meeting.
On August 23, 2006, we had 203,973,926 common shares outstanding.

If you participate in the Mellon Investor Services, L.L.C. Investor Services Program for Phelps Dodge
shareholders, all common shares held for your account under that service will be voted in accordance with your proxy.

Proxies are solicited by the board of directors. If you are a shareholder of record, you may revoke your proxy
before it is voted at the special meeting by delivering a signed revocation letter or new proxy, dated later than your
first proxy, to Catherine R. Hardwick, Assistant General Counsel and Secretary. Any shareholder of record may attend
the special meeting and vote in person even if he/she previously has returned a proxy. If your shares of Phelps Dodge
common stock are held in street name by a broker or bank, you should contact the person responsible for your account
to revoke your proxy or to arrange to vote in person at the special meeting.
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Shareholders are asked to access electronic voting via the Internet or telephone voting as described on the enclosed
proxy card or voting instruction form, or complete, sign, date and mail the enclosed proxy card or voting instruction
form promptly in the enclosed envelope, which requires no postage if mailed in the United States. Your vote is
important, and you are requested to act at your first convenience.

This Proxy Statement and accompanying materials are first being sent to shareholders on August 25, 2006. Phelps
Dodge s principal executive office is located at One North Central Avenue, Phoenix, Arizona 85004.

By Order of the Board of Directors,

Catherine R. Hardwick
Assistant General Counsel and Secretary
Phoenix, Arizona
August 25, 2006
YOUR VOTE IS IMPORTANT
Whether or not you plan to attend the special meeting, please complete, sign, date and mail the enclosed
proxy card, or voting instruction form, promptly in the enclosed envelope, which requires no postage if mailed
in the United States. Should you prefer, you may vote by delivering your proxy via telephone or via the Internet by
following the instructions on your enclosed proxy card or voting instruction form. Remember, if you do not return
your proxy card or vote by telephone or via the Internet, or in person, or if you abstain from voting, it will have the
same effect as a vote against adoption of the charter amendment proposal.
If you have any questions or need assistance in voting your shares of Phelps Dodge common stock, please
call D.F. King & Co., Inc., which is assisting your company, toll-free at 1-800-659-5550 (U.S. & Canada).
Non-U.S. or non-Canadian investors may contact D.F. King at +44 20 7920 9700.
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REFERENCE TO ADDITIONAL INFORMATION
This proxy statement incorporates by reference important business and financial information about Phelps Dodge

Corporation ( Phelps Dodge, we or us )and Inco Limited ( Inco ) from documents that are not included in or delivere
with this proxy statement. For a listing of the documents incorporated by reference into this proxy statement, see

Where You Can Find More Information and Incorporation by Reference beginning on page 100 of this proxy
statement. This information is available to you without charge upon your written or oral request. You can obtain
documents related to Phelps Dodge and Inco that are incorporated by reference into this proxy statement, without
charge, from the Securities and Exchange Commission s (the SEC ) Web site (www.sec.gov) or by requesting them in
writing or by telephone from Phelps Dodge:

Phelps Dodge Corporation

One North Central Avenue

Phoenix, Arizona 85004-4414

Attention: Assistant General Counsel and Secretary
(602) 366-8100

(All Web site addresses given in this proxy statement are for information only and are not intended to be an active
link or to incorporate any Web site information into this proxy statement.)

Please note that copies of the documents provided to you by Phelps Dodge will not include exhibits, unless the
exhibits are specifically incorporated by reference into the documents or this proxy statement.

In order to receive timely delivery of documents requested from Phelps Dodge in advance of the special
meeting, you should make your request no later than September 15, 2006.

INDUSTRY DATA

Industry statistics and data included in this proxy statement are based on currently available public information. In
addition, statements in this proxy statement about our industry and our position in our industry or any sector of our
industry or about our or the combined company s market shares, are statements of our belief. This belief is based on
industry statistics and data and on estimates and assumptions that we have made based on our knowledge of the
market for our products and our experience in those markets. We have not verified industry statistics or data.
Accordingly, we cannot assure you that any of these estimates or assumptions are accurate or that our estimates,
assumptions or statements correctly reflect our industry or our or the combined company s position in the industry.

REPORTING CURRENCIES AND ACCOUNTING PRINCIPLES

The financial information included in this proxy statement regarding Phelps Dodge, including Phelps Dodge s
audited consolidated financial statements and Phelps Dodge s unaudited consolidated financial statements, are reported
in U.S. dollars ($), (U.S.$) or (US$) and have been prepared in accordance with U.S. generally accepted accounting
principles ( U.S. GAAP ).

The financial information included in this proxy statement regarding Inco, including Inco s audited consolidated
financial statements and Inco s unaudited consolidated financial statements, are reported in U.S. dollars, unless
otherwise indicated, and have been prepared in accordance with Canadian generally accepted accounting principles
( Canadian GAAP ), which differs from U.S. GAAP in certain significant respects. The differences, insofar as they
affect Inco s consolidated financial statements, relate to accounting for post-retirement benefits, currency translation
gains (losses), intangible assets, research and development, exploration, asset impairment, convertible debt, derivative
instruments, investments, income and mining taxes, reporting of comprehensive income, net earnings and
shareholders equity. A discussion of these differences is presented in the notes to the financial statements incorporated
by reference into this proxy statement and, in particular, Note 24 to Inco s audited consolidated financial statements
and Note 17 to Inco s unaudited consolidated financial statements incorporated by reference into this proxy statement.

iv

12



Edgar Filing: PHELPS DODGE CORP - Form DEFM14A

In this proxy statement, unless otherwise stated, dollar amounts are expressed in U.S. dollars.
EXCHANGE RATES
Exchanging Canadian Dollars. The following table sets forth, for each period indicated, the high and low
exchange rates for one Canadian dollar (Cdn.$) during that period, the average of the exchange rates during that
period, and the exchange rate at the end of that period, in each case expressed in U.S. dollars, based upon the noon
buying rate in New York City for cable transfers in foreign currencies as certified for customs purposes by the Federal
Reserve Bank of New York:

Six Months
Ended Year Ended December 31,
June 30,
2006 2005 2004 2003 2002 2001
(In $ per Cdn.$1)
High 0.8528 0.8690 0.8493 0.7738 0.6619 0.6697
Low 0.9100 0.7872 0.7158 0.6349 0.6200 0.6241
Average 0.8852 0.8254 0.7682 0.7139 0.6368 0.6458
Period End 0.8969 0.8579 0.8310 0.7738 0.6329 0.6279

On June 23, 2006, the last trading day prior to the announcement of the combination, the exchange rate for one
Canadian dollar expressed in U.S. dollars, based upon the noon buying rate in New York City for cable transfers in
foreign currencies as certified for customs purposes by the Federal Reserve Bank of New York, was $0.8896. On
August 24, 2006, the most recent practicable date prior to the filing of this proxy statement, the exchange rate for one
Canadian dollar expressed in U.S. dollars, based upon the noon buying rate in New York City for cable transfers in
foreign currencies as certified for customs purposes by the Federal Reserve Bank of New York, was $0.9001.

Exchanging U.S. Dollars. The following table sets forth, for each period indicated, the high and low exchange
rates for one U.S. dollar during that period, the average of the exchange rates during that period, and the exchange rate
at the end of that period, in each case expressed in Canadian dollars, based upon the noon buying rate in New York
City for cable transfers in foreign currencies as certified for customs purposes by the Federal Reserve Bank of New
York:

Six Months
Ended Year Ended December 31,
June 30,
2006 2005 2004 2003 2002 2001
(In Cdn.$ per $1)
High 1.1726 1.2703 1.3970 1.5750 1.6128 1.6023
Low 1.0989 1.1507 1.1775 1.2923 1.5108 1.4933
Average 1.1381 1.2115 1.3017 1.4008 1.5704 1.5485
Period End 1.1150 1.1656 1.2034 1.2923 1.5800 1.5925

On June 23, 2006, the last trading day prior to the announcement of the combination, the exchange rate for one
U.S. dollar expressed in Canadian dollars, based upon the noon buying rate in New York City for cable transfers in
foreign currencies as certified for customs purposes by the Federal Reserve Bank of New York, was Cdn.$1.1241. On
August 24, 2006, the most recent practicable date prior to the filing of this proxy statement, the exchange rate for one
U.S. dollar expressed in Canadian dollars, based upon the noon buying rate in New York City for cable transfers in
foreign currencies as certified for customs purposes by the Federal Reserve Bank of New York, was $1.1110.

13
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QUESTIONS AND ANSWERS

The following are some of the questions that you, as a shareholder of Phelps Dodge, may have and answers to

those questions. These questions and answers, as well as the following summary, are not meant to be a substitute for
the information contained in the remainder of this proxy statement, and this information is qualified in its entirety by
the more detailed descriptions and explanations contained elsewhere in this proxy statement. We urge you to read this
proxy statement in its entirety prior to making any decision.

Q1:

Al:

Q2:

A2:

Q3:

A3:

Why am I receiving this proxy statement?

You are receiving this proxy statement and enclosed proxy card because, as of August 24, 2006, the record date
for the special meeting, you owned shares of Phelps Dodge common stock. Only holders of record of shares of
Phelps Dodge common stock as of close of business on August 24, 2006, will be entitled to vote those shares at
the special meeting. This proxy statement describes the issues on which we would like you, as a shareholder, to
vote. It also provides you with important information about these issues to enable you to make an informed
decision as to whether to vote your shares of Phelps Dodge common stock for the matters described herein.

As more fully described herein, we have agreed to combine Phelps Dodge with Inco pursuant to a combination
agreement, made and entered into as of June 25, 2006, between Phelps Dodge and Inco, as amended by the
waiver and first amendment dated as of July 16, 2006. The combination will be effected pursuant to a plan of
arrangement under Section 192 of the Canada Business Corporations Act under which Phelps Dodge

Canada Inc., our recently formed, wholly owned subsidiary, will acquire all of Inco s outstanding common stock
and Inco will amalgamate with a wholly owned subsidiary of Phelps Dodge Canada Inc.

We are holding a special meeting of shareholders in order to obtain the shareholder approval necessary to
authorize and issue shares of our common stock to shareholders of Inco, change our company s name and
increase the size of our board of directors in accordance with the combination agreement.

We will be unable to complete our combination with Inco unless you approve the proposals described in this
proxy statement at the special meeting.

We have included in this proxy statement important information about a combination of our company with Inco,
the combination agreement and the special meeting. You should read this information carefully and in its
entirety. We have attached a copy of the combination agreement and the waiver and first amendment to this
proxy statement as Annex A and Annex E, respectively. The enclosed voting materials allow you to vote your
shares without attending the special meeting. Your vote is very important and we encourage you to
complete, sign, date and mail your proxy card, as soon as possible, whether or not you plan to attend the
special meeting. Convenient telephone and Internet voting options also are available.

When and where will the special meeting be held?

The special meeting is scheduled to be held at 9:00 a.m. (MST), at The Heard Museum, 2301 North Central
Avenue, Phoenix, Arizona, on September 25, 2006.

Who is entitled to vote at the special meeting?
Phelps Dodge has fixed August 24, 2006, as the record date for the special meeting. If you were a Phelps Dodge
shareholder at the close of business on the record date, you are entitled to vote on matters that come before the

special meeting. However, a Phelps Dodge shareholder may only vote his or her shares if he or she is present in
person or is represented by proxy at the special meeting.

15
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What will happen at the special meeting?
At the special meeting, our shareholders will be asked to:

1. consider and vote on a proposal to amend and restate Phelps Dodge s restated certificate of incorporation in
the form attached as Annex B to this proxy statement, which we refer to as the charter amendment proposal, to
(i) change the company s name to Phelps Dodge Inco Corporation from Phelps Dodge Corporation, (ii) increase
the number of authorized shares of the common stock of Phelps Dodge from 300 million shares to 800 million
shares and (iii) increase the maximum number of members of Phelps Dodge s board of directors from 12 to 15;

2. consider and vote on the proposed issuance of Phelps Dodge common stock to Inco securityholders in
connection with the combination of Phelps Dodge with Inco, which we refer to as the share issuance proposal;

3. in the event that there are not sufficient votes for approval of the charter amendment proposal at the special
meeting, to consider and vote upon any proposal to postpone or adjourn the special meeting to a later date to
solicit additional proxies with respect to such proposal, which we refer to as the charter amendment
adjournment proposal;

4. in the event that there are not sufficient votes for approval of the share issuance proposal at the special
meeting, to consider and vote upon any proposal to postpone or adjourn the special meeting to a later date to
solicit additional proxies with respect to such proposal, which we refer to as the share issuance adjournment
proposal; and

5. to conduct any other business as may be properly brought before the special meeting.

Your board of directors unanimously recommends that you vote FOR the adoption of the charter
amendment proposal, FOR the share issuance proposal, FOR the charter amendment adjournment
proposal and FOR the share issuance adjournment proposal.

How does Phelps Dodge intend to finance the combination and related transactions?

We have agreed to pay 0.672 shares of Phelps Dodge common stock and Cdn.$20.25 (or, at the Inco holder s
option, the U.S. dollar equivalent) in cash for each Inco common share held immediately prior to the
consummation of the combination. In addition, holders of Inco restricted common stock and Inco stock options
will be entitled to receive shares of Phelps Dodge common stock or options to acquire Phelps Dodge common
stock, respectively, in exchange for such securities. See The Combination Agreement Combination
Consideration beginning on page 66 of this proxy statement.

The issuance of the requisite shares of the common stock of Phelps Dodge to Inco s shareholders requires the
approval of Phelps Dodge s shareholders, which is one of the purposes of the special meeting. Phelps Dodge will
finance the cash component of the combination consideration, in part, from its available cash and with
borrowings under new credit facilities to be entered into in connection with the combination. The new credit
facilities will have aggregate borrowing capacity of $10.45 billion, which, together with available cash, will be
available for the following purposes:

to finance up to $4.1 billion of the cash consideration to be paid by Phelps Dodge in connection with the
combination;

17
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to finance our post-combination share repurchase program, pursuant to which we intend to repurchase up to
$5 billion of the common stock of Phelps Dodge;

to repurchase or refinance up to $0.4 billion of Inco s indebtedness;
to refinance liabilities outstanding under our and Inco s existing revolving credit agreements; and
to finance transaction expenses related to the combination, which we estimate will be approximately

$100 million.
2
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Phelps Dodge has received executed commitments from Citigroup Global Markets Inc. and HSBC Securities

(USA) Inc. for the entire $10.45 billion principal amount of the new credit facilities. The combination

consideration and financing, including the new credit facilities, are more fully described in this proxy statement.

See The Combination Combination Consideration and Financing beginning on page 29 of this proxy statement.

What will the share ownership, board of directors and management of Phelps Dodge look like after the
combination?

We estimate that, upon completion of the combination, former shareholders of Inco will own approximately
43% of the outstanding common stock of the combined company.

We expect that, upon consummation of the combination of our company with Inco, J. Steven Whisler, the
chairman and chief executive officer of Phelps Dodge, will be chairman and chief executive officer of the
combined new company; Scott M. Hand, the chairman and chief executive officer of Inco, will become the vice
chairman of the combined company and the president of the combined company s nickel division; Timothy R.
Snider, the president and chief operating officer of Phelps Dodge, will hold the same positions in the combined
company; and Ramiro G. Peru, executive vice president and chief financial officer of Phelps Dodge, will hold
the same positions in the combined company. We expect Messrs. Whisler, Snider and Peru to be based in
Phoenix and Mr. Hand to be based in Toronto.

We expect the board of directors of the combined company to be composed of 15 members, 11 of which will be
members of the current Phelps Dodge board of directors and four of which will be members of the current Inco
board.

Why does Phelps Dodge want to consummate a combination with Inco?

The Phelps Dodge board of directors believes that a combination of Phelps Dodge with Inco will create a
combined company with the scope, scale and financial strength to more efficiently develop existing
opportunities and assets and to capitalize quickly on new growth and other opportunities within the mining

industry. The Phelps Dodge board of directors believes that the combined co